
One in FOur Children

23

was driven by an increased demand for high-skilled workers as more ad-
vanced technology was adopted in the workplace; a decline in the influ-
ence of unions and other labor market institutions, which played a par-
ticularly important role in protecting incomes at the bottom in Britain, 
given the absence of a national minimum wage; and an increase in trade 
in the global economy. Since earnings are the largest component of in-
come for most people and families, as earnings inequality widened, in-
come inequality widened too.

As mentioned, when poverty is measured in relative terms, rising in-
come inequality leads to an increasing proportion of people in poverty. In 
the 1990s the most commonly used measure of poverty in Britain and in 
the rest of Europe was the share of people with incomes below 50 percent 
of average income for their country. This measure is a relative one, in that 
it defines poverty with reference to other people’s income, rather than an 
absolute standard. Figure 1.1 shows that the relative poverty rate in Brit-
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figure 1.1   Share of British Population in relative Poverty, 1961 to 
1997–1998

Source: Author’s compilation based on data from Goodman and Webb (1994) and Depart-
ment for Work and Pensions (2004). 
Note: Relative poverty is defined as income below half of average income, before housing 
costs.
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ain using this measure rose to above 20 percent in the early 1990s, com-
pared to around 10 percent in the 1960s.4

The increase in poverty was even steeper for children (see figure 1.2). 
Using the same type of relative measure (the share of children in families 
with incomes below 50 percent of average income), the child poverty rate 
rose from 8 percent in 1968 to around 25 percent in the 1990s. Thus, by the 
1990s one in four British children were poor using the most widely ac-
cepted measure.5

If the government had used an absolute standard, analogous to the 
way the United States defines its poverty line, the trends over time would 
have been more favorable.6 However, even using that absolute standard, 
one in four children were in poverty in 1997.

The concern about child poverty was aggravated by statistics compar-
ing the situation in Britain with that of fellow members of the Organiza-
tion for Economic Cooperation and Development (OECD), a group made 
up of the world’s advanced industrialized countries. OECD statistics 
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figure 1.2  �Share of British Children in relative Poverty, 1961 to 
1997–1998

Source: Author’s compilation based on data from Institute for Fiscal Studies (2009).
Note: Relative poverty is defined as income below half of average income, before housing 
costs. 
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And in some parts of Britain, rates of worklessness were much higher: in 
inner London, 36 percent of children were living in workless families in 
1996, while in the northeast region 28 percent were.14 Although workless-
ness was a growing concern in other European countries, a study of fif-
teen OECD countries found that Britain had by far the highest rate of 
worklessness among families with children: nearly 20 percent of British 
families with children did not include a working adult in 1996, compared 
to fewer than 10 percent on average across the fifteen countries.15 

Lacking labor market income and often relying on income from gov-
ernment benefits, workless households were at high risk of poverty. An 
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figure 1.3  �Child Poverty rate in Britain versus other Countries in 
the Mid-1990s 

Source: Author’s compilation based on data from UNICEF Innocenti Research Centre (2000). 
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bers in this group are relatively small, and this alone does not explain the 
higher representation of two-parent families among poor families in Brit-
ain. Child poverty in Britain, though linked with lone parenthood, is not 
identified with it in the same way that it has been in the United States, and 
thus low-income two-parent families, even if not as reliant on benefits as 
lone-parent families, were definitely a target of the reforms.

Although benefit levels for those on means-tested cash assistance were 
low, the rising number of workless households dependent on benefits led 
to rapid escalation in caseloads, as well as expenditures. By 1997 there 
were a record 5.5 million workless people on benefits, including some 1 
million lone parents on Income Support (about four times the number 
who had been on such benefits in 1979), and nearly 3 million other work-
less people receiving benefits because of sickness or disability (about two 
times the number on such benefits in 1979); in addition, about 1.5 million 
were on unemployment benefits (one and a half times the number on such 

Pe
rc

en
ta

ge
80

70

60

50

40

30

20

10

0

1990 1991 1992 1993 1994 1995 1996 1997

Year

On Income Support
On Family Credit

figure 1.4  �Share of lone Parents in Britain on income Support and 
family Credit, 1990 to 1997

Source: Author’s compilation. Numbers of lone parents on Income Support and Family 
Credit from Social�Security�Statistics (Department for Social Security, various years); number 
of lone parents from Millar and Ridge (2001).
Note:�No data available for “On Income Support” for 1991.



One in FOur Children

29

benefits in 1979).22 Total government expenditures on social insurance 
and social assistance benefits rose to ₤92 billion in 1997, nearly twice the 
level (in real terms) of what had been spent in 1979.23

Paralleling the concern about worklessness at the individual level was 
a concern about what happens “when work disappears” at the neighbor-
hood level.24 With industrial restructuring, differences in rates of employ-
ment and unemployment had grown not just across regions but also 
across local areas, and these disparities were accompanied by disparities 
in outcomes such as reliance on means-tested benefits, crime, school 
achievement, health and mortality, and housing conditions.25 Commu-
nity-level analyses showed that many of the poor and workless were con-
centrated in areas characterized by multiple types of deprivation, and 
there was concern that living in a poor area could impede the prospects of 
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Source: Author’s compilation. Number of two-parent families from Millar and Ridge (2001); 
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porting a combination of work and cash benefits for parents of older 
children.40 

Children, of course, were not expected to work, and thus, consistent 
with the attitudes discussed earlier, they were seen as being particularly 
deserving of support. Public support for providing resources to children 
was long-standing and robust and was also maintained by advocates such 
as the Child Poverty Action Group. Whatever reservations the British 
public had about the merits of welfare for adults, there was widespread 
support for maintaining and even strengthening benefits for children.

As John Hills and I pointed out in our 2004 analysis of the reforms, 
Prime Minister Tony Blair and Chancellor Gordon Brown implemented 
exactly this kind of strategy in their antipoverty campaign. In contrast to 
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to the period of reforms considered here) took place after World War II, 
when the Poor Laws were repealed and replaced by a new framework for 
welfare provision.66 The lead author of the post–World War II reforms was 
William Beveridge, a civil servant who was asked to chair an interdepart-
mental commission on social insurance during the war.67 Delivering his 
report to the government in December 1942, Beveridge called for a land-
mark set of reforms, including national health insurance, and this report 
set the stage for the reforms implemented after the war in July 1948.68 It 
was in conjunction with the fiftieth anniversary year of those reforms that 
Blair delivered his Beveridge Lecture in March 1999, and the site he chose 

Table 1.1   Government Social welfare expenditure as a Percentage 
of Gross domestic Product in oeCd Countries, 1960, 
1975, and 1990 (Countries ranked by Percentage in 1990)

Country 1960 1975 1990

 1. Sweden 15.6 27.4 39.6
 2. Norway 11.0 23.2 35.5
 3. Netherlands 12.8 29.3 34.4
 4. Denmark 9.0 27.1 33.9
 5. Finland 14.9 21.9 33.8
 6. France 14.4 26.3 31.9
 7. Belgium n.a. 28.7 30.6
 8. Austria 17.4 26.0 29.9

OECD average 12.3 21.9 27.9

 9. United Kingdom 12.4 19.6 27.6
10. Germany 17.1 27.8 27.5
11. Italy  13.7 20.6 26.7
12. Canada 11.2 20.1 25.5
13. Ireland 11.3 22.0 25.2
14. Spain n.a. n.a. 23.8
15. Portugal n.a. n.a. 20.8
16. Switzerland 8.2 19.0 20.5
17. United States 9.9 18.7 20.1
18. Greece n.a. 10.0 19.5
19. New Zealand 12.7 19.0 19.8
20. Australia 9.5 17.3 17.7
21. Japan 7.6 13.7 15.3

Source: Author’s compilation based on data from Kamerman and Kahn (1997, table 4.1).
Note: 1990 figures for Greece, Italy, and New Zealand are from 1985; 1990 figure for Switzer-
land is from 1984.
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alized support for recipients to meet their responsibilities and achieve 
greater financial independence.4

This culture change did not come easily. In Britain, welfare and em-
ployment services had historically been delivered out of two distinct sets 
of offices. Benefits Agency offices paid benefits to unemployed people as 
well as to individuals from groups not typically expected to look for work, 
such as lone parents; these offices did not see helping with employment as 
part of their mission. At the same time, Employment Service offices gave 
advice on job search and employment opportunities, but they did not see 
lone parents as a group they were supposed to serve; moreover, these of-
fices did not welcome the expansion of employment services to this group. 
To implement the welfare-to-work agenda, the government combined 
these separate offices. This effort, which began with pilot programs in 
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1999, took over two years to accomplish and culminated in the introduc-
tion of combined “Jobcentre Plus” offices in March 2002.

Over time the push to encourage lone parents to work intensified.5 The 
initial soft-touch reforms had been successful in moving some lone moth-
ers into employment, but the numbers who were not working and who 
remained on Income Support were still high (see figures 2.1 and 2.2). It 
was clear that many more lone mothers would have to work if child pov-
erty was to be successfully tackled.

Starting in March 2002, all new Income Support claimants were re-
quired to attend a work-focused interview. And starting in April 2004, the 
requirement to participate in a work-focused interview was extended to 
existing claimants with children under the age of five (a group that had 
been exempt prior to that date). By the autumn of 2004, some lone parents 
were required to come in for such interviews every quarter, and the staff 
they met with were required to develop an action plan for each family (al-
though lone parents were not required to participate in or sign their plan).
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not been successful in raising lone-parent employment to the levels the 
government had hoped to attain. The lone-parent employment rate had 
risen eleven percentage points, from 45 percent in 1997 to 56 percent in 
2006 (as shown in figure 2.1), but was still short of the government’s target 
rate of 70 percent. The government began experimenting with a more 
comprehensive program; called the New Deal Plus for Lone Parents, it 
included clear guarantees about the financial rewards from work, the 
availability of child care support, and the provision of ongoing support 
and personal advice.7 At the same time, it was broadly agreed that if this 
kind of package of support was guaranteed, it would be possible to con-
sider “strengthening lone parents’ responsibility to look for work as the 
logical next step.”8

Thus, starting in 2006 and thereafter, the subject of greater work com-
pulsion for lone parents rose to a more prominent place on the public 
agenda.9 The push toward stronger work requirements was led by a series 
of new employment ministers appointed by Blair as he re-exerted his au-
thority over the welfare-to-work agenda, which previously had been di-
rected by the Treasury.10 But even then, the government was careful to 
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ReFoRMS To INCoMe aND  
PayRoll TaxeS

The measures to promote work and make work pay also included reforms 
to income tax and National Insurance Contributions (Britain’s social secu-
rity taxes). The overall thrust of these reforms was to reduce the direct tax 
burden for low-income workers. In particular, various jumps—or 
notches—in tax liability were removed. These changes allowed low-in-
come workers to keep more of their pay and also reduced the penalties 
they incurred if they moved into work or increased their income from 
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Figure 2.4  �Share of Families with Children Receiving work-
Related Tax Credits, 1997 to 2008

Source: Author’s compilation. Total number of lone-parent and couple families from Depart-
ment for Social Security (1999b) and Department for Work and Pensions, Households�Below�
Average� Income� (2004, 2005, 2007a, 2008a, 2009a), available at: http://research.dwp.gov.uk/
asd/hbai_arc.asp. Tax credit data for 1997 and 1998 are for receipt of Family Credit and come 
from Social�Security�Statistics (DSS, various years). Tax credit data for 1999 to 2002 are for re-
ceipt of Working Families Tax Credit; data for 2003 to 2009 are for receipt of Working Tax 
Credit; both come from HM Revenue and Customs, “Personal Tax Credits,” available at: 
http://www.hmrc.gov.uk/stats/personal-tax-credits/menu.htm.
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working part-time, contrary to the pattern seen in the United States. Em-
ployment rates for married mothers with young children were closer 
across the two countries (56 percent in Britain versus 61.5 percent in the 
United States), but again, with a large gap in the proportion working part-
time.

A central component of the New Deal programs was personal advis-
ing. As in the United States—where reformers such as the economist Da-
vid Ellwood from Harvard’s John F. Kennedy School of Government had 
advocated changing welfare offices from places that determined eligibil-
ity and wrote welfare checks to places that asked, “What can we do to 
help?”—the shift to personal advising was designed to provide individu-

Table 2.2   employment of Mothers with Children under the age of 
Six in Britain and the United States, 1994

 Britain United States

Mothers in couple families 
 Working full-time 15.7% 33.7%
 Working part-time 33.1 19.2
 Not working 46.2 38.5
Lone mothers
 Working full-time 9.1 33.8
 Working part-time 16.8 10.3
 Not working 74.0 55.9

Source: Author’s compilation based on Organization for Economic Cooperation and Devel-
opment (2001a, table 4.2).

Table 2.1   British attitudes Toward working Mothers, 1989 and 1994

 1989 1994

Women should stay home when a child is under  
 school age (percentage agree)
 Men 67% 60%
 Women 64 55
Family life suffers when a woman has a full-time  
 job (percentage agree)
 Men 45 32
 Women 39 33

Source: Author’s compilation based on Crompton, Brockmann, and Wiggins (2003, tables 8.3 
and 8.7).
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constant, the value in Britain has gone up relative to the value in the 
United States. As shown in the table, after an increase to £5.35 per hour in 
October 2006, the British minimum wage had risen in value to 50 percent 
of median hourly full-time earnings, whereas the U.S. rate relative to the 
median had declined to 32 percent. Even after increases in the U.S. na-
tional minimum wage in 2007, 2008, and 2009, the British minimum wage, 
which was also increased each of those years, maintained its higher value, 
standing at over 50 percent of the median as of 2009, versus only 40 per-
cent in the United States.

Nevertheless, the minimum wage—on its own—is not sufficient to 
keep families with children out of poverty. In 2008 the relative poverty 
line for a family with two parents and two children was £361 per week 
(see appendix 5). If one parent worked forty hours per week at the mini-
mum wage, his or her earnings would have amounted to £229 per week—
only 63 percent of that amount. Even with one parent working forty hours 
per week and the other working twenty hours a week, the family’s income 
from earnings at the minimum wage would not quite reach the poverty 
line.21 Of course, these back-of-the-envelope estimates do not take into ac-

Table 2.3   National Minimum wage Rates in Britain and the United 
States, 1999 to 2009

 Britain United States

  As a  As a
  Percentage of  Percentage of
Year Level Median Earnings Level Median Earnings

1999 £3.60 46% $5.15 38%
2000 3.70 45 5.15 37
2001 4.10 44 5.15 35
2002 4.20 47 5.15 35
2003 4.50 47 5.15 34
2004 4.85 48 5.15 34
2005 5.05 49 5.15 33
2006 5.35 50 5.15 32
2007 5.52 51 5.85 35
2008 5.73 51 6.55 38
2009 5.80 51 7.25 40

Source: Author’s compilation. Data for Britain from Cooke and Lawton (2008), HM Treasury 
(2008), and Low Pay Commission (2008). Data for the United States from Economic Policy 
Institute (2008) and author’s calculations using data from the Current Population Survey 
(CPS) Outgoing Rotation Groups (ORG).
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Couple families also gained over the period, although how much they 
gained depended on whether they were using child care and thus benefit-
ing from the expansions in child care subsidies. Table 2.4 shows that in 
1998 couple families with one earner and no child care expenses already 
had net incomes close to the relative poverty line (working thirty hours 
per week at the minimum wage); that situation was unchanged in 2008, 
since the benefit increases for that group merely kept pace with the in-
creases in median incomes. For couple families using child care, however, 
the reforms made a big difference. In 1998 working full-time at the mini-
mum wage would have earned a couple family with child care costs a net 
income equal to only 80 percent of the poverty line, or about what they 
would have received on Income Support. By 2008 the same family would 
have had a net income equal to 96 percent of the poverty line, a substan-
tial improvement over what they would have received under Income 
Support.

Throughout the decade, both lone parents and couple parents were 
clearly better off working than they were on Income Support (or receiving 
other nonwork benefits), with gains from work ranging from £36 to £94 
per week for lone parents (which translates to £2.25 and £2.35 per hour) 
and from £51 to £76 per week for couple parents (which translates to £1.70 
and £1.90 per hour; as shown in appendices 2 to 4). But some parents con-
tinued to be apprehensive about forgoing benefits. To drive home the 
point that families would be better off working, the government in 2008 
established a new benefit called the “better off in work credit,” which 

Table 2.4   Net Income from working Thirty hours per week at the 
Minimum wage in 1998 and 2008

 1998 2008

  Income As  Income As
 Net Percentage of Net Percentage of
 Income Poverty Line Income Poverty Line

Lone-parent family: £163.73 101% £348.04 123%
 child care £50 per week

Couple family: 218.10 98 355.67 99
 no child care expenses

Couple family: 177.49 80 345.67 96
 child care £50 per week

Source: Based on author’s calculations and sources listed in appendices 2 and 3.
Note: Estimates are for families with two children under the age of eleven. See appendices 2 
and 3 for details.
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all received a total of £238.62 per week in 2003, an amount equal to 84 per-
cent of the relevant poverty line. The same family with one earner work-
ing thirty hours per week at the minimum wage had a net income ranging 
from £275.93 per week to £290.93 per week (depending on whether they 
had child care expenses), amounts equal to 98 to 103 percent of the pov-
erty line. These amounts also reflect improvement over 1998, when a two-
parent family had income of about 79 percent of the poverty line if they 
did not work and income of between 62 and 80 percent of the poverty line 
if they worked thirty hours per week (see appendix 3 for details). Having 
two earners (working a total of sixty hours per week between the two of 
them) results in only a small additional gain, given the higher child care 
costs such a family would likely face. Again, this reflects the aim of the 
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figure 3.1   share of families with Children Receiving Child Tax 
Credit, 2003 to 2008

Source: Author’s compilation. Number of lone-parent and couple families from Department 
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2002–2003, an increase equivalent to nearly 0.5 percent of GDP.38 And this 
support was strongly targeted to the lowest-income families with chil-
dren, as we can see in figure 3.2.

By 2004–2005, financial support for families with children—through 
tax credits, Child Benefit, and other benefits—had increased by £10.4 bil-
lion from the level in 1997, an increase of 72 percent in real terms. The ex-
tra spending was targeted to low-income families, with the bottom 20 per-
cent of the income distribution receiving 40 percent of the additional 
support. As a result, while the average family with children gained £1,350 
per year compared to what they would have received in 1997, the bottom 
20 percent gained £3,000 per year. As we have seen, the increase in sup-
port was greatest for families with younger children. While support for all 
low-income families rose by 72 percent in real terms, support for families 
with children ages zero to ten rose by 85 percent in real terms.39 

By 2006 the average family with children had gained £1,500 per year in 
real terms, while the bottom 20 percent had gained £3,400, an amount 
equivalent to 20 percent of the poverty line for a two-parent family with 
two children.40 By 2010 the average family will have gained £2,000 per 
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schooling, a 1999 task force on basic skills chaired by Sir Claus Moser 
found that 20 percent of adults had problems with literacy and 40 percent 
had problems with numeracy—rates that were much higher than those 
found in peer countries.16 

Moreover, staying on in school was strongly linked to social class. In 
the period 1994 to 1996, immediately before the Labour Party came into 
office, 61 percent of seventeen- to eighteen-year-olds from the lowest-in-
come families had received some education beyond age sixteen, com-
pared to 84 percent of their peers from the highest-income families.17

To provide an incentive for low-income youth to complete more educa-
tion, the government began a pilot program of educational maintenance 
allowances (EMAs) in the fall of 1999.18 The EMA gave sixteen- to nine-
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countries over the period 2003 to 2007 on the average rating that respon-
dents provided when asked, “How would you rate the quality of the edu-
cation system in this country?”43

PERsistEnt achiEvEmEnt GaPs

In spite of the progress in Britain in closing the achievement gap between 
low- and higher-income children, it is still the case—ten years into the re-
forms—that sizable gaps remain.44 In part, this is a reflection of the gap in 
the experiences they have before they start school (and in their out-of-
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Figure 5.3    science scores for Fourth-Graders in 1995, 2003, and 2007

Source:  Author’s compilation based on data from the 1995, 2003, and 2007 TIMSS (TIMSS 
2009a, 2009c, 2007).

school time). In this regard, it is important to note that many of the chil-
dren currently in school will not have benefited from the early childhood 
reforms; for instance, children who were fifteen or sixteen years old in 
2007 had already entered school by 1997 and thus did not benefit from the 
preschool expansions.

The persistent achievement gaps are also in part a function of the very 
different schools that low- and higher-income children attend; higher-in-
come families do all they can to ensure that their children attend the best 
schools. Giving more low-income children access to the high-quality 
schools that their higher-income peers attend, through measures such as 
entrance lotteries, is an important goal, but so too is improving the schools 
that low-income children attend. In this regard, there is a good deal of 
discussion of ways to shift national and local funding formulas so that 
schools serving disadvantaged children get more resources, including re-
sources to recruit and retain better-quality teachers.45 The London Chal-
lenge—a successful initiative to improve schools throughout the city—
has recently been extended nationwide, through the National Challenge.46 
There is also an increased emphasis on tracking the performance of spe-
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cific subgroups such as children on free school meals (as a proxy for low 
income), setting specific targets for improving their achievement, and de-
veloping programs to make sure all children succeed in school.47 Recent 
initiatives here include Every Child a Reader, Every Child a Writer, and 
Every Child Counts.

It is worth mentioning that, while the focus of the reforms has been on 
raising overall achievement and narrowing income-related gaps, some at-
tention has been paid to other types of inequality. For instance, as dis-
cussed earlier, there has been concern about gender gaps associated with 
the poorer performance of boys, and some of the initiatives (such as the 
literacy hour) have been effective in helping to reduce these. There are also 
some ethnic groups—in particular, Pakistani and Bangladeshi children—
whose average achievement has tended to lag behind that of white British 
children, although there is evidence that these children catch up quite a bit 
at age sixteen, when they face the high-stakes GSCE exams.48 In many in-
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stances, as income-related gaps in achievement have narrowed, the ethnic 
gaps in achievement have narrowed as well. For instance, between 1998 
and 2005, while the proportion of white British eleven-year-old children 
scoring at the expected level in English and math at the end of primary 
school rose by fourteen to sixteen percentage points, the proportion of 
Pakistani and Bangladeshi children scoring at the expected level rose by 
twenty-two to twenty-nine percentage points.49 This makes sense since 
there is a good deal of overlap between low-income children and children 
from ethnic minority groups, and both populations would have benefited 
from efforts to raise the achievement of children at risk of low attainment.

In the long run, as achievement gaps are narrowed, children’s even-
tual attainment should be less influenced by the attainment of their par-
ents. Research by Paul Gregg and Lindsay Macmillan provides some 
evidence that this is starting to happen for the most recent cohorts: chil-
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table 5.1   seven-Year-olds at Expected level (level 2 or above) at 
Key stage 1, by Free school meal (Fsm) status

 All FSM Non-FSM Gap

Reading
  1997 80%
  1998 80
  1999 82
  2000 81
  2001 84
  2002 84 69% 88% 19%
  2003 84 69 88 19
  2004 85 70 88 18
  2005 85 70 89 19
  2006 84 69 88 19
  2007 84 69 87 18
  2008 84 69 87 18

Math
  1997 84
  1998 85
  1999 83
  2000 90
  2001 91
  2002 90 81 93 12
  2003 90 80 93 13
  2004 90 80 93 13
  2005 91 81 93 12
  2006 90 80 92 12
  2007 90 80 92 12
  2008 90 79 92 13

Writing
  1997 80
  1998 81
  1999 83
  2000 84
  2001 86
  2002 86 72 89 17
  2003 81 64 85 21
  2004 82 66 85 19
  2005 82 66 86 20
  2006 81 65 85 20
  2007 80 63 84 19
  2008 80 64 84 20

Source: Author’s compilation. Data for 1997 to 2001 from Glennerster (2001); data for 2002 to 
2008 from Department for Children, Schools, and Families (2004, 2005, 2006, 2007a, 2007b).
Note: Data by pupil characteristics are not available prior to 2002.
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table 5.2   Eleven-Year-olds at Expected level (level 4 or above) at 
Key stage 2, by Free school meal (Fsm) status

 All FSM Non-FSM Gap

English
  1997 63%
  1998 65
  1999 71
  2000 75
  2001 75
  2002 74 53% 79% 26%
  2003 75 54 79 25
  2004 77 58 81 23
  2005 79 60 82 22
  2006 79 61 83 22
  2007 80 62 83 21

Math
  1997 62
  1998 59
  1999 69
  2000 72
  2001 71
  2002 73 54 77 23
  2003 72 53 76 23
  2004 73 55 78 23
  2005 75 56 78 22
  2006 75 58 79 21
  2007 77 60 80 20

  Science
  1997 69
  1998 69
  1999 79
  2000 85
  2001 87
  2002 86 72 89 17
  2003 86 72 89 17
  2004 86 71 89 18
  2005 86 72 89 17
  2006 86 73 89 16
  2007 87 75 90 15

Source: Author’s compilation. Data for English and math from 1997 to 2001 from Department 
for Work and Pensions (2006b); data for science from 1997 to 2001 from Glennerster (2001); 
data for English, math, and science from 2002 to 2007 from Department for Children, 
Schools, and Families (2004, 2005, 2006, 2007a, 2007b).
Note: Data by pupil characteristics are not available prior to 2002 and were not yet available 
for 2008.
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table 5.3   Fourteen-Year-olds at Expected level (level 5) at Key 
stage 3, by Free school meal (Fsm) status

 All FSM Non-FSM Gap

English
  1997 57%
  1998 65
  1999 64
  2000 64
  2001 64
  2002 67 43% 72% 29%
  2003 69 44 74 30
  2004 71 46 76 30
  2005 74 51 78 27
  2006 73 50 77 27
  2007 74 52 78 26

Math
  1997 60
  1998 59
  1999 63
  2000 65
  2001 66
  2002 67 43 72 29
  2003 71 46 75 29
  2004 73 50 77 27
  2005 74 51 78 27
  2006 77 56 81 25
  2007 76 55 79 24

Science
  1997 60
  1998 62
  1999 55
  2000 69
  2001 66
  2002 67 40 72 32
  2003 68 42 74 32
  2004 66 39 71 32
  2005 70 44 74 30
  2006 72 48 77 29
  2007 72 49 77 28

Source: Author’s compilation. Data for 1997 to 2001 from Glennerster (2001); data for 2002 to 
2007 from Department for Children, Schools and Families (2004, 2005, 2006, 2007a, 2007b).
Note: Data by pupil characteristics are not available prior to 2002 and were not yet available 
for 2008.
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roughly 3,000 secondary schools nationwide) had fewer than 20 percent 
of students passing five or more GCSEs, and over 600 (more than 20 per-
cent of all schools) had fewer than 25 percent passing; by 2006 these num-
bers had been reduced to 15 schools and 47 schools—representing 0.5 per-
cent and 1.5 percent of all schools—respectively.35 

School-level data also confirm that schools with larger proportions of 
low-income children have made more progress than schools serving more 

table 5.4   GscE Results for sixteen-Year-olds, by Free school meal 
(Fsm) status

 All-1 All-2 FSM Non-FSM Gap

Percentage with five or more GCSEs (grades A to C)
  1997 45%
  1998 46
  1999 48
  2000 49
  2001 50
  2002 52 49% 23% 54% 31%
  2003 53 51 24 55 31
  2004 54 52 26 56 30
  2005 57 55 30 59 29
  2006 59 57 33 61 28
  2007 61 59 36 63 27
  2008 65 64 40 67 27

Percentage with five or more GCSEs, including English and math  
 (grades A to C)
  1997 36
  1998 37
  1999 39
  2000 40
  2001 41
  2002 42
  2003 42
  2004 43
  2005 45 43 18 46 28
  2006 46 44 20 48 28
  2007 46 45 21 49 28
  2008 48 48 24 51 27

Source: Author’s compilation. Data for all students from 1997 to 2008 (All-1) from Depart-
ment for Children, Schools, and Families (2008b); data for all children (All-2), FSM, and non-
FSM for 2002 to 2008 from DCSF (2004, 2005, 2006, 2007a, 2007b; 2008b).
Note: Data by pupil characteristics are not available prior to 2002.
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level in 1999, no country in that group experienced a fall in child poverty 
comparable to that seen in Britain. Indeed, with the exception of Germany, 
where poverty fell one percentage point, poverty rates in this group either 
held steady or increased during the period when child poverty was fall-
ing five percentage points in Britain.72

The European data indicate that Britain’s relative position in terms of 
child poverty improved dramatically over the decade. Thus, although in 
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the developed world.”77 However, it soon emerged that the UNICEF re-
port did not refer to the cohort of children who had experienced ten years 
of Labour policies. Indeed, nearly half of the indicators used in the report 
came from data collected in 2000 and 2001 on children who were born 
between 1985 and 1990—years before Labour came into office in 1997.

Kitty Stewart, a researcher at the Centre for Analysis of Social Exclu-
sion, updated the UNICEF analysis in 2009, taking advantage of the fact 
that the same information was collected again in 2005 and 2006, on a co-
hort of children born between 1990 and 1995. In contrast to the earlier co-
hort, this later cohort would have spent a majority of their childhood 
years under the Labour government. Her analysis of this later cohort tells 
a very different story about the well-being of children in Britain under 
Blair and Brown. As she notes, the results “are little short of astonish-
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real median incomes still made it challenging to reduce poverty defined 
in relative terms.

Before leaving table 6.2, it is worth noting that the Family Resources 
Survey data on which the income statistics are based show a fall in real 
income for the bottom income quintile and a zero percent gain for the sec-
ond to bottom quintile from 2004–2005 to 2006–2007. Although this was a 
period of slower income growth throughout the income distribution as 
the economy slowed, it nevertheless is striking that income growth is neg-
ative or nonexistent for the bottom 40 percent of families. Detailed com-
parisons of the Family Resources Survey data and administrative data, 
carried out by analysts at the Institute for Fiscal Studies, point to a dis-
crepancy in the figures on benefit receipts, with low-income families re-
porting less income from benefits than official government records show 
was expended on them. If low-income families are underreporting their 
incomes, income growth may have been more positive at the bottom than 
it appears, and poverty reduction may not have stalled as much as the 
survey data suggest. Nevertheless, it is unlikely that underreporting ac-
counts for all the stagnation of incomes at the bottom; some of this must 
have been due to the slowing economy.

If we look at Britain’s progress using its second official measure, an ab-
solute poverty line—measured as the share of children below 60 percent 
of the median income in 1998–1999, with the poverty line indexed only for 

Table 6.1   Trends in child Poverty Using the British Government’s Three 
official measures, 1997 to 2008

 Relative Poverty Absolute Poverty Material Deprivation

  Number  Number  Number
 Percentage (Millions) Percentage (Millions) Percentage (Millions)

1996–1997 26.7% 3.4
1997–1998 26.9 3.4
1998–1999 26.1 3.4 26.1% 3.4 20.8% 2.6
1999–2000 25.7 3.4 
2000–2001 23.4 3.1 
2001–2002 23.2 3.0 
2002–2003 22.6 2.9 14.1 1.8
2003–2004 22.1 2.9 13.7 1.8
2004–2005 21.3 2.7 12.9 1.7 17.1 2.2
2005–2006 22.0 2.8 12.7 1.6 16.3 2.1
2006–2007 22.3 2.9 13.1 1.7 15.6 2.0
2007–2008 22.5 2.9 13.4 1.7 17.1 2.2

Source: Author’s compilation based on Brewer et al. (2008, tables 4.2, 4.5, and 5.2).
Note: Income is measured before housing costs.
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inflation, as it is in the United States—we see a very substantial reduction 
in child poverty, from a rate of 26 percent of children in 1998–1999 to a 
rate of 13 percent in 2007–2008, a remarkable reduction of 50 percent from 
the 1998–1999 rate and a fall from 3.4 million poor children to 1.7 million 
(table 6.1). Moreover, although progress on this measure also stalled after 
2004, absolute poverty did not rise significantly between 2004–2005 and 
2007–2008, unlike the trend seen for relative poverty.

How can we reconcile the two sets of results? Britain’s dramatic prog-
ress in halving child poverty as measured in absolute terms confirms that 
incomes have been rising for families at the bottom. But the slower prog-
ress on reducing relative poverty suggests that incomes at the bottom did 
not rise enough to counteract the fact that incomes have also been rising 
for middle- and higher-income families. This is not surprising since the 
British policies were focused on raising the incomes of those at the bot-
tom; they were not focused on raising taxes on the rich or constraining the 
labor market, which continues to favor more-educated and higher-income 
workers. So, in a period when overall income inequality was continuing 
to rise, the improvement in poverty in relative terms was less than the 
improvement in absolute terms.

Because the United States uses an absolute poverty line, it is straight-
forward to compare the progress of the United States and Britain in re-
ducing child poverty in absolute terms. Tim Smeeding, director of the In-
stitute for Research on Poverty at the University of Wisconsin, and I do so 
using comparable data from the U.S. Census Bureau and Britain’s Depart-
ment for Work and Pensions.19 For each country, we plot the share of chil-

Table 6.2   real income Growth Under conservatives and new 
labour, by income Quintile

 1     5

 (Lowest) 2 3 4 (Highest)

Conservatives: 1979 to  
 1996–1997 0.8% 1.1% 1.6% 1.9% 2.5%
New Labour: 1996–  
 1997 to 2006–2007 1.8 2.1 1.9 1.7 1.9
Blair 1: 1996–1997 to   
 2000–2001 2.4 2.7 2.4 2.5 2.7
Blair 2: 2000–2001 to   
 2004–2005 2.6 2.5 2.0 1.6 1.4
Blair 3: 2004–2005 to   
 2006–2007 –1.1 0.1 0.7 0.6 1.2

Source: Author’s compilation based on data from Brewer et al. (2008, table 3.1). 
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the economy or by increases in the benefits available to both types of fam-
ilies—in particular, food stamps and the EITC.

Data on other types of deprivation, available for selected years from the 
Survey of Income and Program Participation (SIPP), show some declines 
in deprivation for the lowest-income families between 1995 and 2003.36 
Among families in the bottom fifth of the income distribution, 20 percent 
were behind on their utility bills and 14 percent were behind on their rent 
or mortgage payments in 1995. By 1998 these rates had improved to 15 
and 10 percent, respectively. They remained at roughly this level (16 and 
10 percent, respectively) in 2003. So, again, the picture is of improvements 
in living standards in the immediate aftermath of welfare reform, but 
with less evidence of improvement thereafter. However, data for single 
parents for 1998 to 2003 suggest that there was continued improvement 
for this group: 21 percent were behind on their utility bills and 12.5 per-

Table 6.3   changes in financial stress and material deprivation 
among British lone Parents

 1999 2002 2005 2006

Lone parents with financial  
 stress
 Almost always worries  
  about money  45% 30% 27% 29%
 Always runs out of money  
  before end of week 27 19 19 18
 Problems with debt almost  
  all the time 15 12 14 n.a.

Lone parent who cannot  
 afford: 
 Going away for one-week  
  holiday 74 58 53 53
 Having company over for  
  a meal 34 20 18 16
 Celebrating special occasions 27 14 11 10
 Toys and sports gear for  
  children 24 12 7 7
 Best outfit for children 20 13 10 n.a.
 Fresh fruit on most days  17 8 6 n.a.

Source: Author’s compilation based on data from Stewart (2009a, table 3.2), using data from 
Families and Children Survey.
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cent were behind on their rent or mortgage bills in 2003, compared to 26 
percent and 15 percent, respectively, in 1998.

The effecTs of The reforms on  
family exPendiTUres

Another way to assess the material well-being of children in low-income 
families is to examine the level and pattern of their families’ expenditures 
and, in particular, their spending on items for children.37 Income and pov-
erty measures capture the resources potentially available to children but 
do not measure the resources actually spent on them. Low-income fami-
lies may be able to borrow or share resources with other families, in which 
case measures of income and poverty may understate the resources avail-
able to children. At the same time, low-income families typically spend 
more of their income paying for essential items such as housing and food 
costs, as well as back bills and debt, in which case measures of current in-
come may overstate the resources available for other items for children.38

A further limitation of income data is that they do not tell us how re-
sources within the family are allocated. One concern that is sometimes 

Table 6.4   food insecurity among families with children,  
1995 to 2007 

 Married-Couple Families Single-Mother Families

 All Insecure with All Insecure with
 Insecure Hunger Insecure Hunger

1995 9.9% 2.6% 32.2% 11.9%
1996 7.0 2.9 31.3 11.4
1997 7.5 1.8 27.9 9.2
1998 9.6 2.0 31.9 10.4
1999 9.6 1.6 29.7 8.1
2000 10.9 1.9 31.0 9.0
2001 10.7 2.1 31.9 8.7
2002 10.4 1.9 32.0 8.7
2003 10.8 1.9 31.7 8.7
2004 11.6 2.3 33.0 9.2
2005 9.9 2.3 30.8 8.7
2006 10.1 2.1 30.4 10.3
2007 10.5 2.7 30.2 10.3

Source: Author’s compilation based on data from Household Food Security in the United States 
(Bickel, Carlson, and Nord 1999; Cohen, Parry, and Yang 2000; Nord et al. 2001, 2002, 2003, 
2004, 2005, 2006, 2007).
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Table 6.5   changes in child health and development Between 1997 
and 2007 on the “opportunity for all” indicators

 Improvement?

Children in workless households n.a.
Low income
 Relative u

 Absolute u

 Persistent u

Teen pregnancy
 Teen conceptions u

 Teen parents in education, employment, or training u

Children in disadvantaged areas with “good” development n.a.
School achievement of eleven-year-olds u

School achievement
 Sixteen-year-olds u

 Schools below floor target u

Nineteen-year-olds with at least Level 2 qualification n.a.
School attendance —
Outcomes for looked-after children
 Education gap X
 Not in education, employment, or training —
 Stability u

Sixteen- to eighteen-year-olds in learning —
Infant mortality X
Serious unintentional injury u

Smoking prevalence for
 Pregnant women u

 Children ages eleven to fifteen u

Obesity for children ages two to ten X
Re-registrations on Child Protection Register u

Housing that falls below standard of decency u

Families in temporary accommodation X

Source: Author’s compilation based on data from Department for Work and Pensions (2007c, 
Indicator Summary Table,  5–7).
Note: The table compares the status of children on each indicator as it was in 1997 and 2007 
(or the closest year for which data are available). “u” indicates improvement over the period, 
“X” indicates worsening, “—” indicates no change, and “n.a.” indicates data were not avail-
able in or around 2007.
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ing.”78 Of the fourteen measures for which comparable data are available 
at the two time points, Britain’s ranking improved on twelve of them, and 
in some cases very substantially (for details, see table 6.6). For instance, 
the share of young people eating fruit every day increased from 27 per-
cent to 43 percent, moving Britain’s ranking from eighteenth place (out of 
twenty-one OECD countries) to third place. Very large improvements 
were also evident in the share of young people who like school a lot and 
who agree that peers are kind and helpful. On the question of how satis-
fied British young people are with their lives (a question that aims to 
measure happiness), Britain’s ranking improved from sixteenth place 
(among twenty-one countries) to thirteenth.79 Averaging across the four-

Table 6.6   change in the Well-Being of young People in Britain 
relative to young People in other oecd countries, 
2000–2001 and 2005–2006

 2000–2001 2005–2006 Change
 Score and Rank Score and Rank in Rank

Eat fruit every day 27% 18/21 43% 3/21 (15)
Like school a lot 20 16/21 37 4/21 (12)
Agree that peers are kind and  
 helpful 47 20/21 72 10/21 (10)
Used condom last intercoursea 70 11/14 82 5/14 (6)
Ever used cannabisb 40 19/20 25 15/20 (4)
Overweight according to BMIc 15 17/22 13 14/22 (3)
Smoke cigarettes once a week 13 16/21 8 13/21 (3)
In at least three fights in last  
 year 14 16/21 14 13/21 (3)
Above middle in life satisfaction 84 16/21 85 13/21 (3)
Health fair or poor 23 20/20 19 18/20 (2)
Eat breakfast every day 56 16/21 64 15/21 (1)
Have had sexual intercourseb 37 16/16 29 15/16 (1)
Bullied at least twice in past few  
 months 10 12/21 10 12/21 (0)
Drunk at least twice 30 21/21 24 21/21 (0)

Source: Author’s compilation based on data from Stewart (2009b, table 13.5).
Notes: Score indicates the percentage of British eleven-, thirteen-, and fifteen-year-olds who 
replied “yes” to a given item (unless otherwise indicated); ranking is Britain’s place among 
twenty-one OECD countries (unless otherwise indicated), with a ranking of 1 indicating the 
best-performing country and 21 the worst.
a. Indicates question was asked only of fifteen-year-olds who had had sexual intercourse.
b. Indicates question was asked only of fifteen-year-olds.
c. Indicates question was asked only of thirteen- and fifteen-year-olds.
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Table 6.7   change in the Well-Being of young People in the  
United states relative to young People in other  
oecd countries, 2000–2001 and 2005–2006

 2000–2001 2005–2006 Change
 Score and Rank Score and Rank in Rank

Eat fruit every day 28% 18/21 40% 8/21 (10)
In at least three fights in last  
 year 12 12/21 10 6/21 (6)
Drunk at least twice 12 6/21  9 4/21 (2)
Above middle in life satisfaction  83 18/21 84 16/21 (2)
Ever used cannabisa 36 17/20 31 16/20 (1)
Eat breakfast every day 47 20/21 49 19/21 (1)
Bullied at least twice in past  
 few months 12 14/21 12 13/21 (1)
Overweight according to BMIb 25 21/21 30 21/21 (0)
Health fair or poor 20 19/20 23 19/20 (0)
Agree that peers are kind and 
 helpful 53 19/21 48 20/21 (–1)
Like school a lot 23 8/21 27 9/21 (–1)
Smoke cigarettes once a week 7 5/21 5 9/21 (–4)

Source: Author’s compilation based on data from World Health Organization (2004b, 2008).
Notes: Score indicates the percentage of United States eleven-, thirteen-, and fifteen-year-olds 
who replied “yes” to a given item (unless otherwise indicated); ranking is the place of the 
United States among twenty-one OECD countries (unless otherwise indicated), with a rank-
ing of 1 indicating the best-performing country and 21 the worst.
a. Indicates question was asked only of fifteen-year-olds.
b. Indicates question was asked only of thirteen- and fifteen-year-olds; data on sexual inter-
course and condom usage were not available for the United States.

reforms provide little or no support to those who do not work, and this is 
reflected in the trends for those at the very bottom of the income distribu-
tion. In Britain, in contrast, benefits for those who do not work have been 
raised (along with benefits for those who do work), and this increase has 
provided a more generous floor for those at the bottom. These differing 
approaches reflect cultural differences across the two countries. The 
strong work requirements in the United States, which are applied even to 
mothers of infants, would not be acceptable in Britain, where mothers 
spend more hours on child care than in any other European Union coun-
try.84 It is telling that Britain was extending its period of paid maternity 
leave at the same time that the United States was shortening the time that 
low-income mothers could stay home with a newborn.

Analyses of expenditure data, which shed further light on which fami-
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in the number of children living with lone parents, who have the highest 
risk of worklessness. In 1996–1997, 21 percent of British children lived 
with lone parents, and this share had increased to 25 percent by 2006–
2007. If the employment rate of lone parents had not increased over this 
period, the increasing share of children living with lone parents would 
have led to a rise in the share of children living in workless households 
and an increase in child poverty (see table 7.2).25

The declining share of poor children living in workless households also 
reflects the fact that the risk of poverty for children with nonworking par-

Table 7.1    Distribution of poor Children by family Type, 1996–1997 
and 2007–2008

 1996–1997 2007–2008

Living with working parents 42% 51%
 Two parents, at least one working 37 43
  At least one full-time 19 20
  At least one part-time 8 11
  Self-employed 10 12
 One parent, working 5 8
  Full-time 1 2
  Part-time 4 6

Living with workless parents 58 49
 Two parents, neither working 24 19
 One parent, not working 34 30

Source: Author’s compilation based on Department for Work and Pensions (2009a, table 4.3, 
4.5). 
Note: Poverty is defined in relative terms as income below 60 percent of contemporary me-
dian income, before housing costs.

Table 7.2   The effect of Changing family Structure and poverty 
risk on Change in poverty, 1996–1997 to 2006–2007

Child poverty rate in 1996–1997 27%
Child poverty rate in 2006–2007 22 18.5% reduction

Child poverty rate in 2006–2007 if:
 Only family structure had changed 28 3.7% increase
 Only poverty risk for lone parents had changed 24 11.1% reduction
 Only poverty risk for couples had changed 25 7.4% reduction

Source: Author’s calculations using data from Department for Work and Pensions (2008a). 
Note: Poverty is defined in relative terms as income below 60 percent of contemporary me-
dian income, before housing costs.
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and other supports to those who are seen as fulfilling their obligation to 
society (by working or by caring for dependents); thus, there is strong 
support for raising the minimum wage and for increasing benefits for car-
ers.41 There is also strong support for expanding measures to reduce ine-
quality in the early years (such as home visitors) as well as measures to 
reduce gaps in school achievement (such as higher pay for teachers in 
disadvantaged areas). This latter finding suggests support for an agenda 
framed around social mobility; the government is now focusing on such 
an agenda, and observers such as Lee Elliot Major of the Sutton Trust have 
argued that it should now be the “No. 1 social policy issue.”42

Public support is less strong when it comes to providing benefits to 
those who are neither working nor caring for dependents. Because the 
public tends to overestimate the share of benefit recipients who are out of 
work or not caring for dependents, support for the welfare system is not 
as strong as it might be. As Labour member of Parliament Karen Buck 
noted during the debate on the Child Poverty Bill:

[People] do not understand that half of all households in poverty contain at 
least one person who is in work. As long as we have a public assumption 
that poverty is associated with out of work benefit dependency, we will have 
our work cut out in winning public support for what needs to be done.43

If Labour had made a stronger case for its war on child poverty and 
more aggressively publicized its initiatives and successes, would it now 
be in a stronger position in the polls? It is hard to tell. It may be that after 
a decade of Labour government, voters would have tired of Labour in any 
case. And it is likely that other factors were more consequential in leading 
to the decline in the party’s popularity. Britain’s involvement in the war in 
Iraq was deeply unpopular and played a key role in the fall in public sup-
port for Tony Blair. In addition, a series of events in the fall of 2007—in 

Table 8.1   Perceptions of Poverty in Britain, 1986 to 2006

                     1986 1989 1994 2000 2003 2006

Respondents agreeing  
 that there is:
 Quite a lot of poverty 55% 63% 71% 62% 55% 52%
 Very little poverty 41 34 28 35 41 45
 Don’t know or refused 4 3 1 3 4 3

Source: Data from Taylor-Gooby and Martin (2008, table 11.3). 
Note: Respondents were replying to the question: “Some people say there is very little real 
poverty in Britain today. Others say there is quite a lot. Which comes closest to your view? 
That there is very little real poverty in Britain, or that there is quite a lot?”
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APPENDIX 2: GAIN FROM WORK FOR A LONE-PARENT FAMILY 
WITH TWO CHILDREN UNDER AGE ELEVEN

Tax HB
Gross and Net WFTC and
Pay NIC Pay (or FC) CTC CTB
(1) (2) (3) (4) (5) (6)

1998
Sixteen hours per week £52.00 — £52.00 £73.50 — £54.41
Thirty hours per week 108.00 £4.58 92.92 84.30 — 54.41
Forty hours per week 130.00 12.26 117.74 84.30 — 54.41

1999
Sixteen hours per week 57.60 — 57.60 80.10 — 56.67
Thirty hours per week 108.00 4.20 103.80 91.15 — 56.67
Forty hours per week 144.00 12.89 131.11 91.15 — 56.24

2000
Sixteen hours per week 60.00 — 60.00 139.35 — 20.48
Thirty hours per week 110.00 5.97 104.03 178.68 — —
Forty hours per week 150.00 18.34 131.66 163.48 — —

2001
Sixteen hours per week 65.50 — 65.60 146.00 — 21.31
Thirty hours per week 123.00 3.30 119.70 179.36 — —
Forty hours per week 164.00 10.58 153.43 147.16 — —

2002
Sixteen hours per week 67.20 — 67.20 150.40 — 20.48
Thirty hours per week 126.00 3.60 122.40 182.25 — 15.91
Forty hours per week 168.00 11.37 156.63 161.78 — —

2003
Sixteen hours per week 72.00 — 72.00 92.70 £65.73 36.71
Thirty hours per week 130.00 10.71 124.29 113.37 65.73 17.20
Forty hours per week 180.00 25.56 154.44 96.72 65.73 6.58

2004
Sixteen hours per week 77.60 — 77.60 84.76 72.94 6.82
Thirty hours per week 145.50 13.10 132.40 124.24 72.94 —
Forty hours per week 194.00 29.60 164.40 105.74 72.94 —

2005
Sixteen hours per week 80.80 — 80.80 96.58 75.46 45.29
Thirty hours per week 151.50 13.63 137.87 125.69 75.46 26.58
Forty hours per week 202.00 30.13 171.87 107.19 75.46 13.83

2006
Sixteen hours per week 85.60 — 85.60 103.39 78.26 40.82
Thirty hours per week 160.50 15.87 144.63 134.21 78.26 18.50
Forty hours per week 214.00 32.37 181.63 115.71 78.26 5.83

2007
Sixteen hours per week 88.32 — 88.32 105.45 81.13 42.51
Thirty hours per week 165.60 16.20 149.40 134.63 81.13 20.28
Forty hours per week 220.82 34.35 186.25 114.28 81.13 6.52

2008
Sixteen hours per week 91.68 — 91.68 108.32 90.58 51.31
Thirty hours per week 172.00 17.94 154.06 144.18 90.58 15.49
Forty hours per week 230.00 36.54 193.46 120.78 90.58 2.93

Source: Author’s compilation based on Department for Work and Pensions (2008e), Tax Benefit Model
Tables (2001 to 2008); Department of Social Security (2000), Tax Benefit Model Tables (1998 to 2000).
Notes: (1) Gross weekly pay is calculated by multiplying hours per week by the applicable minimum
wage rate (for that year); (2) tax and NIC combine income tax and national insurance contributions; (3) 
net weekly pay is gross pay minus tax and NIC; (4) Working Families Tax Credit (WFTC) includes child
care payments for families using child care (FC refers to the Family Credit program, which preceded
WFTC); (5) Child Tax Credit (CTC); (6) Housing Benefit (NB) and Council Tax Benefit (CTB); (7) Child
Benefit (CB); (8) Council Tax (CT); (9) Child Care (CC) shows total child care costs (families working six-
teen hours per week are assumed to have £50 per week in child care costs; families working thirty or forty
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Income/ Income IS/ Gain
Net Poverty on Poverty from

CB CT CC Income Line IS Line Work
(7) (8) (9) (10) (11) (12) (13) (14)

£20.75 £9.40 £50.00 £161.41 100% £147.82 91% £13.59
20.75 9.40 100.00 163.73 101 147.82 91 15.91
20.75 9.40 100.00 188.55 116 147.82 91 40.73

24.00 10.10 50.00 181.67 106 159.09 93 22.58
24.00 10.10 100.00 189.62 111 159.09 93 30.53
24.00 11.10 100.00 216.40 127 159.09 93 57.31

25.00 11.10 50.00 208.73 119 172.34 98 36.39
25.00 11.10 100.00 221.61 126 172.34 98 49.27
25.00 11.10 100.00 234.06 134 172.34 98 61.72

25.85 11.40 50.00 223.21 119 187.30 100 35.91
25.85 11.10 100.00 224.91 120 187.30 100 27.61
25.85 11.10 100.00 252.34 134 187.30 100 65.04

26.30 12.60 50.00 244.25 122 195.07 98 49.18
26.30 12.50 100.00 248.91 124 195.07 98 53.84
26.30 11.10 100.00 250.70 125 195.07 98 55.63

26.80 13.40 50.00 257.34 124 207.52 100 49.82
26.80 13.40 100.00 260.79 126 207.52 100 53.27
26.80 13.40 100.00 263.67 127 207.52 100 56.15

27.55 14.60 50.00 242.62 112 201.69 93 40.93
27.55 14.60 100.00 270.08 125 201.69 93 68.39
27.55 14.60 100.00 283.58 131 201.69 93 81.89

28.40 15.40 50.00 289.53 129 208.97 93 80.56
28.40 15.40 100.00 307.00 137 208.97 93 98.03
28.40 15.40 100.00 309.75 138 208.97 93 100.78

29.15 16.50 50.00 299.88 115 215.19 83 84.69
29.15 16.50 100.00 317.41 122 215.91 83 101.50
29.15 16.50 100.00 323.24 124 215.91 83 107.33

30.20 17.10 50.00 310.71 115 242.71 90 68.00
30.20 17.10 100.00 328.74 121 242.71 90 86.03
30.20 17.10 100.00 331.68 122 242.71 90 88.97

31.35 17.00 50.00 337.59 119 259.34 92 78.25
31.35 17.00 100.00 348.04 123 259.34 92 88.70
31.35 17.00 100.00 353.45 125 259.34 92 94.11

hours per week are assumed to have £100 per week in child care costs); (10) net income is the sum
of net pay plus WFTC plus CTC plus HB and CTB plus CB minus CT minus CC; (11)
income/poverty line is net income as a percentage of the applicable relative poverty threshold
(for that year; see appendix 5); (12) income on Income Support (IS) is the weekly amount a fam-
ily would receive from Income Support (or other means-tested benefits) plus CB minus CT if the
parent did not work or worked less than sixteen hours per week; (13) IS/poverty line is the ratio
of the income from IS to the applicable relative poverty threshold (for that year); (14) gain from
work is the weekly difference in net income from work and income that would be received from
IS.
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APPENDIX 3: GAIN FROM WORK FOR A COUPLE-PARENT FAMILY 
WITH TWO CHILDREN UNDER AGE ELEVEN

Tax HB
Gross and Net WFTC and
Pay NIC Pay (or FC) CTC CTB
(1) (2) (3) (4) (5) (6)

1998
Thirty hours per week £97.50 £4.58 £92.92 £74.91 — £21.37
Thirty hours per week 97.50 4.58 92.92 84.30 — 21.37
Sixty hours per week 195.00 34.36 160.64 45.10 — 3.03

1999
Thirty hours per week 108.00 4.20 103.80 74.95 — 20.24
Thirty hours per week 108.00 4.20 103.80 91.15 — 20.24
Sixty hours per week 216.00 39.29 176.71 63.60 — 1.19

2000
Thirty hours per week 110.00 5.97 104.03 108.68 — 4.87
Thirty hours per week 110.00 5.97 104.03 143.68 — 4.87
Sixty hours per week 220.00 40.74 179.26 137.30 — —

2001
Thirty hours per week 123.00 3.60 119.40 107.88 — 4.99
Thirty hours per week 123.00 3.60 119.40 142.88 — 4.99
Sixty hours per week 246.00 37.78 208.23 126.82 — —

2002
Thirty hours per week 126.00 3.70 122.30 111.76 — 7.21
Thirty hours per week 126.00 3.70 122.30 146.76 — 7.21
Sixty hours per week 252.00 36.97 215.03 131.87 — —

2003
Thirty hours per week 135.00 10.71 124.29 55.65 £65.73 9.57
Thirty hours per week 135.00 10.71 124.29 90.65 65.73 9.57
Sixty hours per week 270.00 55.26 214.74 75.70 65.73 —

2004
Thirty hours per week 145.50 13.10 132.40 54.43 72.94 —
Thirty hours per week 145.50 13.10 132.40 89.43 72.94 —
Sixty hours per week 291.00 60.95 230.05 70.78 72.94 —

2005
Thirty hours per week 151.50 14.13 137.38 55.33 75.46 9.68
Thirty hours per week 151.50 14.13 137.38 90.33 75.46 9.68
Sixty hours per week 303.00 63.13 239.87 70.38 75.46 —

2006
Thirty hours per week 160.50 16.04 144.47 54.24 78.26 10.77
Thirty hours per week 160.50 16.04 144.47 94.24 78.26 10.77
Sixty hours per week 321.00 68.67 252.33 80.00 78.26 —

2007
Thirty hours per week 165.60 16.40 149.20 54.84 81.13 15.02
Thirty hours per week 165.60 16.40 149.20 94.84 81.13 15.02
Sixty hours per week 331.20 70.65 260.55 80.00 75.14 —

2008
Thirty hours per week 171.90 18.51 153.37 63.65 90.58 10.18
Thirty hours per week 171.90 18.51 153.37 103.65 90.58 10.18
Sixty hours per week 343.80 70.64 273.16 80.00 88.67 —

Source: See source information for appendix 2.
Notes: (1) Gross weekly pay is calculated by multiplying hours per week by the applicable minimum wage
rate (for that year); (2) tax and NIC combines income tax and national insurance contributions; (3) net
weekly pay is gross pay minus tax and NIC; (4) Working Families Tax Credit (WFTC) includes child care
payments for families using child care (FC refers to the Family Credit program, which preceded WFTC);
(5) Child Tax Credit (CTC); (6) Housing Benefit (NB) and Council Tax Benefit (CTB); (7) Child Benefit (CB);
(8) Council Tax (CT); (9) Child Care (CC) shows total child care costs (for couple families working thirty
hours per week, both no costs and £50 per week costs are modeled; families working sixty hours per
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Income/ Income IS/ Gain
Net Poverty on Poverty from

CB CT CC Income Line IS Line Work
(7) (8) (9) (10) (11) (12) (13) (14)

£20.75 £12.60 — £218.10 98% £176.47 79% £41.63
20.75 12.60 £50.00 177.49 80 176.47 79 1.02
20.75 12.60 100.00 137.67 62 176.47 79 –38.80

24.00 13.40 — 233.58 100 188.34 81 45.24
24.00 13.40 50.00 199.78 86 188.34 81 11.44
24.00 13.40 100.00 176.10 76 188.34 81 –12.24

25.00 14.50 — 253.08 105 202.09 84 50.99
25.00 14.50 50.00 238.08 99 202.09 84 35.99
25.00 14.50 100.00 252.06 105 202.09 84 49.97

25.85 15.50 — 268.46 104 217.50 85 50.96
25.85 15.50 50.00 253.46 99 217.50 85 35.96
25.85 15.50 100.00 271.95 106 217.50 85 54.45

26.30 16.40 — 277.47 102 227.21 83 50.26
26.30 16.40 50.00 262.47 96 227.21 83 35.26
26.30 16.40 100.00 283.09 104 227.21 83 55.88

26.80 17.90 — 290.93 103 238.62 84 52.31
26.80 17.90 50.00 275.93 98 238.62 84 37.31
26.80 17.90 100.00 291.87 103 238.62 84 53.25

27.55 19.50 — 294.87 100 233.55 79 61.32
27.55 19.50 50.00 279.87 95 233.55 79 46.32
27.55 19.50 100.00 309.37 105 233.55 79 75.82

28.40 20.90 — 313.74 103 240.92 79 72.82
28.40 20.90 50.00 298.74 98 240.92 79 57.82
28.40 20.90 100.00 321.61 105 240.92 79 80.69

29.15 22.20 — 323.84 98 247.84 75 76.00
29.15 22.20 50.00 313.84 95 247.84 75 66.00
29.15 22.20 100.00 341.91 103 247.84 75 94.07

30.20 25.00 — 335.60 97 276.36 80 59.24
30.20 25.00 50.00 325.60 94 276.36 80 49.24
30.20 25.00 100.00 351.09 101 276.36 80 74.73

31.35 24.80 — 355.67 99 293.79 81 61.88
31.35 24.80 50.00 345.67 96 293.79 81 51.88
31.35 24.80 100.00 379.73 105 293.79 81 85.94

week are assumed tohave £100 per week in child care costs); (10) net income is the sum of net pay
plus WFTC plus CTC plus HB and CTB plus CB minus CT minus CC; (11) income/poverty line is
net income as a percentage of the applicable relative poverty threshold (for that year; see appendix
5); (12) income on IS is the weekly amount a family would receive from Income Support (or other
means-tested benefits) plus CB minus CT if the parent did not work or worked less than sixteen
hours per week; (13) IS/poverty line is the ratio of the income from IS to the applicable relative
poverty threshold (for that year); (14) gain from work is the weekly difference in net income from
work and income that would be received from IS (or other means-tested benefits).
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APPENDIX 4: GAIN FROM WORK FOR A COUPLE-PARENT FAMILY 
WITH THREE CHILDREN UNDER AGE FOURTEEN

Tax HB
Gross and Net WFTC and
Pay NIC Pay (or FC) CTC CTB
(1) (2) (3) (4) (5) (6)

1998
Thirty hours per week £97.50 £4.58 £92.92 £95.36 — £17.63
Thirty hours per week 97.50 4.58 92.92 104.75 — 17.63
Sixty hours per week 195.00 34.36 160.64 61.95 — —

1999
Thirty hours per week 108.00 4.20 103.80 95.85 — 16.33
Thirty hours per week 108.00 4.20 103.80 112.05 — 16.33
Sixty hours per week 216.00 39.29 176.71 66.40 — 1.19

2000
Thirty hours per week 110.00 5.97 104.03 134.28 — —
Thirty hours per week 110.00 5.97 104.03 169.28 — —
Sixty hours per week 220.00 40.74 179.26 162.90 — —

2001
Thirty hours per week 123.00 3.60 119.40 133.88 — 0.82
Thirty hours per week 123.00 3.60 119.40 168.88 — 0.82
Sixty hours per week 246.00 37.78 208.23 152.82 — —

2002
Thirty hours per week 126.00 3.70 122.30 138.21 — 4.23
Thirty hours per week 126.00 3.70 122.30 173.21 — 4.23
Sixty hours per week 252.00 36.97 215.03 158.31 — —

2003
Thirty hours per week 135.00 10.71 124.29 55.65 £93.38 9.65
Thirty hours per week 135.00 10.71 124.29 90.65 93.38 9.65
Sixty hours per week 270.00 55.26 214.74 75.70 93.38 —

2004
Thirty hours per week 145.50 13.10 132.40 54.43 104.16 —
Thirty hours per week 145.50 13.10 132.40 89.43 104.16 —
Sixty hours per week 291.00 60.95 230.05 70.78 104.16 —

2005
Thirty hours per week 151.50 14.13 137.38 55.33 107.94 9.68
Thirty hours per week 151.50 14.13 137.38 90.33 107.94 9.68
Sixty hours per week 303.00 63.13 239.87 70.38 107.94 —

2006
Thirty hours per week 160.50 16.04 144.47 54.24 112.14 10.77
Thirty hours per week 160.50 16.04 144.47 94.24 112.14 10.77
Sixty hours per week 321.00 68.67 252.33 80.00 107.36 —

2007
Thirty hours per week 165.60 16.40 149.20 54.84 116.48 15.02
Thirty hours per week 165.60 16.40 149.20 94.84 116.48 15.02
Sixty hours per week 331.20 70.65 260.55 80.00 110.49 —

2008
Thirty hours per week 171.90 18.53 153.37 63.65 130.62 10.18
Thirty hours per week 171.90 18.53 153.37 103.65 130.62 10.18
Sixty hours per week 343.80 70.64 273.16 80.00 128.71 —

Source: See source information for appendix 2.
Notes: (1) Gross weekly pay is calculated by multiplying hours per week by the applicable minimum
wage rate (for that year); (2) tax and NIC combines income tax and national insurance contributions; (3)
net weekly pay is gross pay minus tax and NIC; (4) Working Families Tax Credit (WFTC) includes child
care payments for families using child care (FC refers to the Family Credit program, which preceded
WFTC); (5) Child Tax Credit (CTC); (6) Housing Benefit (NB) and Council Tax Benefit (CTB); (7) Child
Benefit (CB); (8) Council Tax (CT); (9) Child Care (CC) shows total child care costs (for families working
thirty hours per week, both no costs and £50 per week are modeled; families working sixty hours per week 
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Income/ Income IS/ Gain
Net Poverty on Poverty from

CB CT CC Income Line IS Line Work
(7) (8) (9) (10) (11) (12) (13) (14)

£30.05 £12.60 — £253.41 100% £205.97 81% £47.44
30.05 12.60 £50.00 212.80 84 205.97 81 6.83
30.05 12.60 100.00 170.09 67 205.97 81 –35.88

33.60 13.40 — 269.77 101 218.40 82 51.37
33.60 13.40 50.00 235.97 89 218.40 82 17.57
33.60 13.40 100.00 196.91 74 218.40 82 –21.49

35.00 14.50 — 293.81 107 232.73 85 61.08
35.00 14.50 50.00 278.81 102 232.73 85 46.08
35.00 14.50 100.00 297.66 109 232.73 85 64.93

36.20 15.50 — 311.00 106 253.14 86 57.86
36.20 15.50 50.00 296.00 101 253.14 86 42.86
36.20 15.50 100.00 317.95 109 253.14 86 64.81

36.85 16.40 — 322.04 104 264.98 85 57.06
36.85 16.40 50.00 307.04 99 264.98 85 42.06
36.85 16.40 100.00 330.64 106 264.98 85 65.66

37.55 17.90 — 340.16 105 281.40 87 58.76
37.55 17.90 50.00 325.16 101 281.40 87 43.76
37.55 17.90 100.00 341.02 106 281.40 87 59.62

38.60 19.50 — 348.69 104 248.93 74 99.76
38.60 19.50 50.00 333.69 100 248.93 74 84.76
36.20 15.50 100.00 362.69 112 248.93 74 113.76

39.80 20.90 — 369.02 106 256.69 74 112.33
39.80 20.90 50.00 354.02 101 256.69 74 97.33
39.80 20.90 100.00 376.89 108 256.69 74 120.20

40.85 22.20 — 381.12 102 263.92 70 117.20
40.85 22.20 50.00 371.12 98 263.92 70 107.20
40.85 22.20 100.00 399.19 106 263.92 70 135.27

42.30 25.00 — 395.15 100 328.45 83 66.70
42.30 25.00 50.00 385.15 98 328.45 83 56.70
42.30 25.00 100.00 410.64 104 328.45 83 82.19

43.90 24.80 — 420.81 102 351.34 85 69.47
43.90 24.80 50.00 410.81 100 351.34 85 59.47
43.90 24.80 100.00 444.87 108 351.34 85 93.53

are assumed to have £100 per week in costs); (10) net income is the sum of net pay plus WFTC
plus CTC plus HB and CTB plus CB minus CT minus CC; (11) income/poverty line is net income
as a percentage of the applicable relative poverty threshold (for that year; see appendix 5); (12)
income on IS is the weekly amount a family would receive from Income Support (or other
means-tested benefits) plus CB minus CT if the parent did not work or worked less than sixteen
hours per week; (13) IS/poverty line is the ratio of the income from IS to the applicable relative
poverty threshold (for that year); (14) gain from work is the weekly difference in net income
from work and income that would be received from IS (or other means-tested benefits).
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APPENDIX 5: RELATIVE POVERTY THRESHOLDS (60 
PERCENT OF MEDIAN INCOME) FOR LONE-PARENT AND 
COUPLE FAMILIES WITH CHILDREN: BEFORE 
HOUSING COSTS

1997 1998 1999 2000

Thresholds in nominal pounds
Lone parent (two children) £154 £162 £171 £175
Couple (two children) 211 222 233 240
Couple (three children) 241 253 266 274

Thresholds in 2007–2008 pounds
Lone parent (two children) 216 222 227 227
Couple (two children) 300 305 310 320
Couple (three children) 342 348 353 364

Source: Author’s compilation based on data from sources listed in notes.
Note: Thresholds are the amount of income a family of this type would need to have
family income at 60 percent of median equivalized income for all families in that
year. Values for thresholds in nominal pounds for families with two children be-
tween 2001 and 2008 are taken from Department for Work and Pensions, House-
holds Below Average Incomes (2004, 2005, 2007a, 2008a, 2009a) and are then con-

APPENDIX 6: RELATIVE POVERTY THRESHOLDS (60 
PERCENT OF MEDIAN INCOME) FOR LONE-PARENT AND 
COUPLE FAMILIES WITH CHILDREN: AFTER 
HOUSING COSTS

1997 1998 1999 2000

Thresholds in nominal pounds
Lone parent (two children) £128 £135 £143 £150
Couple (two children) 176 185 196 206
Couple (three children) 201 211 223 235

Thresholds in 2007–2008 pounds
Lone parent (two children) 182 185 189 196
Couple (two children) 250 254 260 271
Couple (three children) 285 290 296 309

Source: Author’s compilation based on data from sources listed in notes.
Note: Thresholds are the amount of income a family of this type would need to have
family income at 60 percent of median equivalized income for all families in that
year. Values for thresholds in nominal pounds for families with two children be-
tween 2001 and 2008 are taken from  Department for Works and Pensions, House-
holds Below Average Incomes (2004, 2005, 2007a, 2008a, 2009a) and are then con-
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2001 2002 2003 2004 2005 2006 2007 2008

£188 £200 £207 £216 £224 £260 £271 £283
257 273 283 294 306 332 346 361
293 311 323 335 349 378 394 412

239 254 257 259 260 279 282 283
327 346 351 353 355 357 360 361
373 394 400 402 405 407 410 412

verted to 2007–2008 pounds using the Retail Price Index. Values for thresholds for
families with two children between 1997 and 2000 are provided in 2007–2008 pounds
in Department for Works and Pensions (2009a) and are then deflated to nominal
pounds using the Retail Price Index. Thresholds for couple families with three chil-
dren were calculated using the OECD equivalence scale.

2001 2002 2003 2004 2005 2006 2007 2008

£156 £168 £175 £182 £186 £223 £231 £239
225 242 253 262 268 301 312 322
256 276 288 299 306 343 356 367

198 207 212 217 218 239 237 239
286 297 307 313 314 323 320 322
326 339 350 357 358 368 365 368

verted to 2007–2008 pounds using the Retail Price Index. Values for thresholds for
families with two children between 1997 and 2000 are provided in 2007–2008 pounds
in Department for Work and Pensions (2009a) and are then deflated to nominal
pounds using the Retail Price Index. Thresholds for couple families with three chil-
dren were calculated using the OECD equivalence scale. 
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