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Executive Summary  

This report contributes to a major research-based programme by the Joseph Rowntree 

Foundation (JRF) to develop an Anti Poverty Strategy (APS) for the UK. Critical of previous 

attempts at such a strategy for not having demonstrated the impact of proposed policies 

over time or allowed for how they might interact, JRF commissioned work to model such 

impacts based on large scale secondary data resources. 

A modelling framework was developed to enable the testing of a wide range of policy and 

contextual scenarios over a medium-to-longer term time horizon for the whole of the UK. 

This framework links a dynamic macro-simulation of demography, housing and labour 

markets at sub-regional scale with a micro-simulation to generate snapshots of poverty and 

related outcomes at household level. The main focus is on poverty outcomes for different 

groups but the models also generate a wider set of outcomes, notably housing affordability, 

tenure and demographic change as well as inequality measures and fiscal impacts. We 

report mainly on impacts on a medium-longer term time horizon (2041), although the model 

can be used to look at earlier stages in the trajectory. Policy and contextual options tested 

were developed in dialogue with the JRF APS team. 

Our baseline scenario for the housing market shows a slow recovery in housebuilding 

output, reaching about 190,000 in England and 230,000 for UK in the 2031-41 period. With 

this level of supply, household growth will remain quite low until 2021 and generally run 

below the level of official household projections, which themselves have been scaled down. 

London house prices will continue to stretch away from the rest of the country, and 

affordability of home ownership will only improve very gradually, with deterioration in 

London, Wales and Northern Ireland. Private renting will be more affordable and the private 

rented sector will resume its increasing share of the housing market after 2021, at the 

expense of both home ownership and social renting. There will be wide differences in the 

ability of households in housing need to access social housing, particularly between 

Scotland and most of England.  

The baseline scenario suggests a static position in relative poverty over the longer term (to 

2041), but with reductions in measures assessed against a fixed base (Minimum Income 

Standard, MIS, or material deprivation) and some other measures (workless families) 

despite an expected continued rise in inequality. Poverty will tend to get worse in Wales 

and Northern Ireland with relative improvement in London and the North. Groups starting 

out in a much more favourable situation (owners, retired) may see a slight worsening, but 

families, especially larger families, do relatively worse as well. There would be some 

relative improvement for some groups who are initially much more disadvantaged – social 

renters, younger households, female-headed households, ethnic minorities.  

This baseline is not a ‘worst case’ scenario, however.  Without any of the mooted positive 

policies in place, and where certain current implicit policies are fully implemented, poverty 

outcomes could be significantly worse than in our baseline assessment, without much net 
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improvement in the fiscal position. One such negative scenario labelled ‘Brexit plus 

austerity’ illustrates this possibility.  

Increasing overall housing supply (especially in southern England) is good for improving 

access to home ownership for middle income households, and for some households in 

need to get into social housing, but it does little to reduce poverty.  

Increasing social housing supply is excellent for improving housing options for households 

in housing need, but has only modest favourable impacts on poverty, while increasing net 

fiscal costs. The modest impact on poverty of this supply scenario partly results from the 

phenomenon of induced household formation.  However, the current form of Starter Homes 

initiative favoured by the Government has little to recommend it, because it is poorly 

targeted and undermines existing policies for affordable housing provision. 

Financial factors, partly conditioned by lax financial regulation, could lead to higher house 

price growth, especially in London, worsening affordability but having mixed effects on 

poverty. German-style rent regulation would facilitate moderate improvements in 

affordability, but with negligible impacts on poverty. This policy would have modest effects 

because it is already the case that rents for existing tenants increase less than new let 

rents, and also because of the tendency of markets to ‘capitalize’ anticipated impacts on 

house prices.  

Replacing Council Tax with a proportional property tax does not appear to be have large 

impacts, with relatively slight effects overall, but some benefits at regional level. This has 

some potential as a revenue raiser.  

The model can explore different rent policy options for social housing and for subsidised 

private renting through the Local Housing Allowance (LHA). ‘Living rents’ for social tenants1 

are less attractive, in the context of the current emphasis on lower rents, because they 

would increase poverty and fiscal costs, although they could support an increase in social 

housing supply. However, ‘affordable rents’2 would be significantly worse again, on both 

counts. Full implementation of the 2011 LHA cuts and freezes with no rebasing of eligible 

rents would substantially increase poverty in the private rented sector by 2041, although it 

does save the Government  quite a bit of money 

International migration issues have been sensitive in recent policy debates, particularly 

around EU membership, but are clearly bound up with economic growth.  On balance, we 

find that higher international migration is likely to worsen housing pressure and poverty and 

to worsen the fiscal balance, although the extent of this depends on how far this would be 

associated with higher economic growth. However, current mainstream forecasts suggest 

that Brexit will lead to worse outcomes for poverty, associated with lower incomes and 

                                                           
1
 ‘Living Rents’ are a proposed system for linking social housing rents to earnings, as proposed in Lupton & Collins 

(2015) 
2
 ‘Affordable rents’ for social housing are based on 80% of market rents (65% in London), and were used as basis for 

funding new social housing between 2011 and 2015.  
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higher unemployment, with only limited effects on housing affordability and need, despite 

the presumed reduction in migration, as well as a worsened fiscal balance. 

The model suggests that differential regional growth is a key issue, again highlighted by 

post-referendum debates. Better economic performance in lagging regions would reduce 

poverty in those regions, while paradoxically improving affordability in the overheated 

London and South. The cost and feasibility of this scenario is unclear, however. 

Much anti-poverty policy attention focuses on work participation.  If significant proportions of 

workless households facing positive incentives under Universal Credit took up full time work 

this would have sizeable benefits in reduced  poverty and also in reduced fiscal costs. The 

equivalent move to greater hours for existing part-time working households would give 

similar but slightly lesser benefits.  

With the growth of ‘in-work poverty’, pay policies are increasingly important. Implementation 

of the National Living Wage will reduce poverty, particularly for nonfamily working age 

households, while offering significant fiscal savings. However, implementation of the Full 

Living Wage with more positive indexing would greatly increase both types of benefit. More 

positive indexing of both Universal Credit (UC) and low earnings would have even larger 

beneficial effects on some poverty measures, and would still be beneficial to the fiscal 

balance.  Closing the gender pay gap would also have a substantial impact on reducing 

poverty, whereas the impact of closing the gap on part-time pay is smaller.  

Anti-poverty policy must also inevitably focus on the Benefits system and its generosity. 

Reversing recent cuts in Tax Credits, UC rates and allowances would reduce poverty 

somewhat, particularly for private renters and families and in London and the South, but at  

some cost in fiscal terms. The same would apply to reducing the taper within UC, which 

would also help with work incentives. However, reducing non-takeup of UC would not have 

much impact on poverty overall. 

The research has also looked at aspects of family policy. If measures such as counselling 

and mediation (plus possibly some initiatives relating to complex needs) could reduce 

relationship breakdown,  this could have quite worthwhile impacts in reducing poverty while 

at the same time offering significant fiscal savings in the long term. The most significant 

measures, however, would be reinforcing and extending the improved provision for good 

quality, flexible, subsidised childcare across the working year. On some measures this 

would be the biggest single contributor to the reduction in poverty.  

These specific scenarios give a picture of what policies would make most difference, and 

highlight the particularly significant contribution of policies on family (especially childcare), 

pay (Living Wage, indexation and gender pay gap), and regional growth. How much 

difference all the policies examined, taken together, would make is also a question we can 

address. The most favourable combined scenario looks capable of reducing relative poverty 

after housing costs (AHC) by 20%, combined poverty by over 40%, MIS Gaps and severe 

poverty by 65%, with particular benefits for private renters, London and Scotland, and 
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working age nonfamily households, while potentially improving the fiscal balance 

significantly and nearly stabilising inequality. Given the inclusion of housing supply 

measures, this scenario can greatly improve affordability and access to housing, by a 

similar magnitude (over 50%). Some regions, notably Wales, continue to lag and may gain 

less from these measures.  

In searching for more optimal packages, by adjusting the indexing of pensions and 

pensioner benefits and tax allowances, it may be possible to afford more positive measures 

elsewhere to further improve both the overall scale of poverty reduction and its distributional 

pattern. While quite a few measures tested appear to improve the fiscal balance, this does 

rest upon favourable assumptions regarding the ability of the economy to absorb higher pay 

for some groups and higher levels of workforce participation by real terms expansion, so 

avoiding or minimising higher unemployment,  although these assumptions have been 

referenced against impact studies by OBR and others  To achieve this package, particularly 

in lagging regions, may require some of these apparent fiscal gains to be invested in 

infrastructure and other measures, to support economic growth. But again, looking on the 

positive side, as poverty is reduced then gradually significant savings in the cost of public 

services should be realisable.  

The fact that the scenarios modelled in this study do not completely eliminate poverty may 

suggest that ‘the poor will always be with us’, but it may also be concluded that further, 

more far reaching measures to reduce inequality, such as the wider agenda proposed by 

Atkinson (2015), would need to be invoked to go further in this direction, particularly in the 

reduction of relative poverty.  
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1. Introduction and Background 

Over the last four years the Joseph Rowntree Foundation has been working to develop an 

Anti-Poverty Strategy (APS) for the UK (also billed as ‘Solve UK Poverty’). This major, 

research-based exercise is motivated by the Foundation’s own core mission but also by a 

recognition that existing Governmental strategies are partial, inconsistent across different 

age groups and parts of the UK, and lacking a firm research evidence basis. The Strategy, 

to be launched in late 2016, is based on a major programme of research and a strong input 

from a team of core staff and external expert advisers. In the first phase this entailed 

commissioning a large number of reviews of specific issues, grouped into four main themes 

of money, family and community, markets and services, and severe poverty, plus cross-

cutting issues like demography. In a second phase the programme has involved secondary 

analysis of large scale datasets and modelling work looking at the potential impact of 

different policies and scenarios. This report covers one major element of this modelling 

phase. The third phase of the programme involves actual development of the strategy. 

One of JRF’s main criticisms of previous anti-poverty strategies is that they do not try to 

demonstrate the impact of policies on poverty over time. Another is that they do not 

sufficiently understand how different policies could interact. The Foundation wanted to 

address these deficiencies by attempting to simulate the combined effect of different policy 

combinations on poverty. Two organisations offering distinct modelling 

frameworks/approaches were commissioned to adapt and develop these to inform the APS 

team, and this report describes one of these exercises in detail. The work was actually 

developed in an iterative fashion over two years, following on from an initial scoping stage, 

entailing dialogue between the researchers and the APS core team and expert advisers, 

both about the policy options and contextual scenarios to be examined and about the 

emerging findings on their impact on a range of key outcome measures. 

What do we mean by ‘poverty’? The JRF working definition for the APS is that poverty 

occurs when a person’s (mainly material) resources are not sufficient to meet their 

minimum needs (including social participation). Initial thoughts on operationalising this 

within APS involved consideration of an ‘income plus’, measure based on what is used in 

practice now (relative or absolute low income), but modified to take account of other 

material resources as well as debts and additional needs/costs facing certain households. 

.Material deprivation, or ‘income plus material deprivation’; drawing on the UK Poverty and 

Social Exclusion (PSE) survey ‘consensual method’ was also highlighted, along with use of 

the JRF Minimum Income Standard (MIS) as a basis. The outcome measures used in this 

modelling study encompass all of these possibilities and other indicators as well. 

The modelling approach we have developed for this study builds on our particular 

experience and expertise in analysing and modelling the housing market at sub-national 

scale, as well as involvement in mainstream poverty research including the PSE study 

mentioned above. It entails linking two distinct models together, the first an econometrically 

based Sub-regional Housing Market Model (SRHMM) and the second a static 

microsimulation approach based on a large scale household survey, the UK Household 
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Longitudinal Survey (UKHLS) also widely known as Understanding Society (USS).  

Although, as will become clear, we are able to use this system to simulate a very wide 

range of policy and contextual scenarios, we would say that our approach is particularly 

well adapted to examining a range of options and issues which affect or work in part 

through the housing market, as well as related issues such as household demography and 

sub-national trends and interactions in the labour market. Our method does enable many 

issues about taxation and welfare benefits to be examined, including allowing for 

behavioural responses, but we would underline that its treatment of the latter is somewhat 

more ad hoc, and less theoretically-based in any formal optimising framework, than some 

other models, such as the NIESR LINDA model which has also contributed to this phase of 

the APS. 

This project, which has extended over nearly two years, has enabled and encouraged 

significant refinement and upgrading of the pre-existing subregional model (SRHMM), going 

beyond the version which is reflected in peer-reviewed publications (particularly Bramley 

and Watkins 2016 paper in Progress in Planning). Significant enhancements have been 

made in the demographic components, the modelling of private renting, coverage of whole 

UK, macro-financial context, housing needs and other aspects. Nevertheless, that and 

related papers are still the best place to find a fuller account and justification for the core 

features and properties of that model. At the same time, the latest version of the SRHMM, 

as enhanced through this JRF project, has been used to contribute to ongoing debates 

about planning for new housing in England, both at national scale (through inputs to the 

Lyons 2014 review and the ongoing work of the Highbury Group on Housing Delivery) and 

at a regional scale (through work in the West of England and a contribution to the London 

Housing Commission). 

Although the main focus is upon different measures of poverty outcomes, the models can 

also yield indicators of inequality in overall income distributions. They can also generate 

measures of the net fiscal impact of scenarios and policy proposals, measured in terms of 

the differences from a baseline in (a) public spending on benefits/tax credits, (b) direct 

spending on services, and (c) changes in revenues from key taxes and contributions. This 

becomes important in the key stage of assessing packages of proposed reforms, because 

these will in practice have to be reconciled with an overall fiscal framework of targets (even 

though different parties may argue about exactly what these are). There is a broader link 

here with other strands of work in the APS, including a new study Counting the Cost of 

Poverty (Bramley et al 2016), which looks at what poverty currently costs the public budget 

in terms of extra spending on services or knock-on spending on benefits – money that could 

potentially be saved short or longer term as a result of a successful strategy. These issues 

are discussed in the concluding chapter of this report. Nested within the costs of poverty 

are the particularly high costs associated with certain sub-groups within the broader 

population of poor households, notably those with complex needs. A chapter of the main 

APS report addresses these complex needs, and draws on some work on modelling costs 

for these specific groups which is contained in more detail in Appendix G of this report. 
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2. The Sub-Regional Housing Market Model  

A central platform for our contribution to this exercise in modelling poverty and policy 

impacts is the Sub-regional Housing Market Model (SRHMM) which we have developed 

over the last six years. 

This new sub-regional economic model of housing markets was primarily developed and 

intended to inform planning decisions on housing provision in the current decentralised 

planning framework in England. This model builds on previous work (notably Meen 2011; 

Leishman et al 2008, ODPM 2005, Bramley & Leishman 2005; as reviewed in Bramley 

2013a) but goes beyond it in terms of using a more appropriate geographical framework of 

sub-regional housing market areas, explicit modelling of the supply process as a function of 

planning, economic modelling of demographic change, and linking component models in an 

integrated simulation approach which takes account of spatial interaction between markets. 

Its outputs were initially primarily intended to provide a critical missing element in the 

evidence basis for localised planning decisions and an ability to assess the performance of 

the whole system in promoting supply and affordability. However, in a recent application we 

used it as a basis for longer-run forward forecasts of a range of economic and housing 

market variables influencing poverty at regional level in a mutually consistent fashion 

(Stephens et al 2014). In this application, there is more emphasis on testing impacts of a 

wider range of policy differences on outcomes.  

The model was developed out of a feasibility study commissioned by the National Housing 

and Planning Advice Unit (NHPAU), the government agency then charged with advising 

regional planning bodies on housing numbers and affordability (Andrew et al 2009, 2010). 

Although the NHPAU was wound up following the change of Government in 2010, the 

authors were able to develop the model further in work for a particular group of local 

authorities (Gloucestershire County and Districts). The current model built further on that 

work (Bramley 2011) and on the recent opportunity to update the model using information 

from the 2011 Census and other sources. It has also been informed by the experience of 

developing and using a model with similar architecture for New Zealand. The fullest account 

of the model in a peer-reviewed monograph length article is in Bramley & Watkins (2016) 

However, this refers to v.14 of the model, whereas the operative version used in this policy 

modelling study is v.17, incorporating a range of further developments and refinements 

described below. 

Main characteristics of the model 

The characteristics of this model which make it suitable for the purposes of this study can 

be set out as follows. 

 It is a long run model, which focuses on annual changes over a period of 20-30 
years; this contrasts with most mainstream macro-economic and regional models, 
which focus on short period changes over 2-4 years. 
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 It recognizes the spatial structure of the housing market in England, by being 
constructed at the level of ‘housing market areas’ (HMAs), while reflecting the 
interactions between spatially-related market areas as effected through mechanisms 
of migration and price spillovers.  

 It handles the important role of demographic numbers and processes by going 
beyond extrapolative household projections and explicitly modelling migration and 
household formation as processes which respond to housing market and economic 
conditions, while at the same time influencing and modifying them.  

 It recognizes that housing supply has important impacts on the housing market in the 
long run and that this supply is a dynamic economic process, albeit constrained 
significantly by planning and physical limits on land availability.  

 The model generates household income levels and distributions which are important 
for affordability, when taken in conjunction with house prices. It also generates 
labour market indicators (employment and unemployment rates) which are useful for 
the analysis of poverty while being consistent with the economic and demographic 
scenarios.  

 The model user has considerable control over key inputs which drive the system and 
can apply judgement about future trends in economic growth and other parameters 
at national and HMA levels, rather than working with a system which is a complete 
‘black box’.  

The model is implemented in an Excel spreadsheet format, so that the evolution of any 

variable in any area over time can be observed. Further details and insight into the model 

may be gained from Appendix A, which identifies the key economic functions in the model, 

what drives them, and the evidence base upon which these functions are based.  

General model development, updating and testing  

In embarking on this programme of work based around the SRHMM introduced above, it 

was appropriate to undertake some further groundwork on the model itself. This naturally 

included updating all data which could be updated to 2011 Census base or later where 

available, where this had not already been done. Some further testing of both selected 

component models (e.g. house prices) and of the overall model properties when used in 

simulation mode, were undertaken, both to improve the intrinsic performance of the model 

and to increase confidence in its use across the wider policy and academic community. For 

example, further attention was given to the issues of lags in adjustment, and reconciliation 

of household and dwelling numbers, and to certain key parameters in the system. Whereas 

in Stephens et al (2014) the period 2031-41 is subject to simple extrapolation, for this 

version of the model the full predictive system is run forward for that extra 10 years. To 

assist with interfacing results with the micro-simulation part of the model, based on UKHLS, 

a system for generating and transferring information on model predictions at ten year 

intervals for every subregion was designed and tested.  
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Extension to the whole of the UK 

The model has now been extended to cover the whole of the UK. It now includes Wales, 

Scotland and Northern Ireland, with each country being divided into appropriate sub-

regions: four in the case of Wales, eight in the case of Scotland and two in the case of 

Northern Ireland. The work involved in making this adaptation has been substantial, both in 

generating base data for the many variables used in the model and in adapting and testing 

the predictive functions used to generate future values for all of these variables over a 

period of nearly 30 years. The resulting predictions for these ‘Other UK Areas’ are 

reasonable, but probably slightly less robust than the predictions for England.  

For some variables utilised in parts of the model, there are component indicators which are 

not available on the same basis for the Other UK Countries. Examples include land use 

stock and change indicators. In these instances, we mainly adopt the expedient of defining 

a ‘peer’ local authority/subregion in England, which we think is reasonably comparable with 

the relevant areas in RoUK, and substitute values (absolute levels, or trends) for that area.  

The model utilises ‘spatial interaction terms’ in several of its housing market functions, for 

example house prices, rents, and new build output. These are implemented in a fairly 

simple (robust but practical) fashion, by taking the four nearest housing market areas 

(HMAs) to the HMA in question. Some judgement is also needed in some cases, to decide 

which potential candidate areas are likely to be more influential. These ‘influential 

neighbours’ may actually be in a different UK country. Partly because of the order in which 

the model was created, and partly because this reflects our understanding of the UK 

housing market, we have modelled the relationship of RoUK to England as recursive. In 

other words, there is no feedback from market conditions or changes in Scotland/Wales/NI 

to conditions or changes in England. However, the RoUK areas can be expected to be 

influenced by nearby bits of England, or other UK countries. So for example we assume 

Borders-Dumfries & Galloway in Scotland is partly influenced by North Cumbria and 

Northumberland in England; or that Mid-West-Wales is partly influenced by Herefordshire 

and ‘Shrewsbury-Shropshire’. Things are a bit more tricky with Northern Ireland, but we 

assume some influences from ‘across the water’, with Belfast for example being influenced 

by Liverpool/West Lancs, Glasgow/Clyde Valley, and Borders/Dumfries & Galloway. We are 

not able to replicate the known influence, during the boom, of the Republic of Ireland on the 

Northern Ireland market. Lastly, in Scotland, we decided to include a non-contiguous spatial 

influence in one case – we included Greater London in the areas influencing house prices 

in Edinburgh, Fife and Lothians, reflecting a known influence relating to the prominent 

financial services sector in Edinburgh as well as migration patterns.  

Other specific improvements to the model 

Economic trends 

Some changes were made to the prediction of economic output (Gross Value Added - 

GVA) and productivity trends, partly to render these more consistent and partly to reflect 

lessons drawn from comparison with the ‘East of England Economic Forecasting Model’ (a 
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published version of the  Oxford Economics local/regional model). Similarly, the derivation 

of employment and unemployment rates from these, alongside the demographic side of the 

model, was rendered more logically coherent. This also included slight updating of 

employment/self-employment numbers. 

Base period levels of household income were adjusted for consistency with the Family 

Resources Survey (FRS) for 2011 (or, more strictly, a synthetic model calibrated on FRS). 

Similarly base period earnings values were updated to 2011, and ‘forecasting’ model 

tweaked slightly (earnings are projected forward on the basis of (a) GVA per worker 

changes (b) labour market balance, and (c) occupational mix trends) (see Appendix A for 

more details). 

Re-basing affordability 

Allied to the rebasing of income, the affordability estimates are rebased to 2012 in a 

consistent fashion, drawing on work undertaken as part of project to develop affordability 

indices used in ID 2015 (England). The particular estimates used are based on UKHLS, 

which is also the base data for the micro-part of this study.  

Private rental sector. 

A new econometric model for private market rent levels was estimated using a short 

regional panel of data (GOR regions + Other UK Countries, 1997-2011). This includes a 

range of variables including lagged rental affordability and house prices, social rents, 

unemployment, demographics (younger and singles), class, housing vacancies, and  macro 

financial indicators (see Appendix A). 

The share of households in private renting is based partly on a micro tenure choice model 

fitted to BHPS longitudinal data for three broad age groups and partly on an aggregate 

regional panel based model which aims to capture some supply side influences as well (i.e. 

Buy to Let investment), including financial conditions (see also Appendix A).  

Social Rents 

Social rents are set up so as to permit different future rent policies to be modelled, including 

the previous CPI+1% guideline, George Osborne’s 2015 policy of reducing nominal rents 

up to 2021, a proposed scheme of ‘Living Rents’ and a generalised application of 

‘Affordable Rents’ (80% of market value/65% in London).  

Housing supply 

Default housing supply scenarios have been set at levels which reflect evidence on local 

planning policy restrictiveness in different areas, with some re-phasing to generate a more 

plausible time profile of housebuilding output. The scenarios for the other UK areas can be 

separately specified.  
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Ethnicity 

Previous treatment of non-white ethnic group population was to treat this as either fixed or 

subject to a broad regional trend change, based on Labour Force Survey (LFS) trends 

1992-2008. This is now explicitly projected based on a weighted average of (a) actual local 

trend change 2001-2011 from Censuses, and (b) assumed level of gross international in-

migration. This affects several functions within the model, for example low income poverty 

and household income, social sector relets, and certain categories of housing need. It is 

also taken account of in reweighting future household populations in the micro part of the 

analysis.  

Household formation 

Household Representative Rates (HRRs) for broad age groups (15-24, 25-59, 60+) are 

used by the model to express the tendency for these groups to form separate households, 

and these vary over sub-regions and over time, subject to econometric forecasting models. 

The base rates have been updated to 2011 using Census data, with previous forecast 

values adapted to go through these observed points. This change helps to cure one 

anomaly in the previous model version, namely a large spike in forecast housing vacancies 

around 2011. The actual 2011 HRRs show, as expected, markedly lower rates for young 

adults than in earlier years, or previous trend-based projections.  

The HRR model has been modified (very marginally) to take account of changing shares of 

minority ethnic population and to allow for possible changes in relationship breakdown 

propensities. The former makes a link with international migration levels, while the latter 

enables certain policy options affecting household formation to be considered. However, 

the effects look quite small.  

Household type composition 

The household type composition of the population is now modelled in a more explicit, 

integrated and comprehensive fashion. This is important because household composition is 

a significant determinant of poverty risk (and the demand for/cost of welfare support). Eight 

household types are now explicitly forecast, rather than just three in the previous version of 

the model. Baseline future shares and changes are drawn from running the ‘PopGroup’ 

suite of models for all LA areas in England. Variations from this baseline are then driven by 

changes (from trend) in the HRRs (‘headship’) generated by the econometric HRR models. 

So, for example, if less young adults are household heads, there will be less younger single 

adult and lone parent households, and more couple and multi-adult households. This part of 

the model also takes account of the feature relating to relationship breakdown mentioned in 

the previous paragraph.  

Housing needs 

The SRHMM generates estimates and makes predictions of the incidence of a number of 

types of ‘housing need’ (or housing deprivation) – current affordability problem, concealed 

household, overcrowded, suitability problem (health or family related). These were originally 
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calibrated on the Survey of English Housing (EHS) dataset (1997-2007 pooled) but more 

recently we have performed similar analyses on BHPS (1992-2008) and UKHLS (2009-11) 

(Bramley 2016). The latter enables better coverage of other UK countries. Carrying these 

measures over into the micro analysis adds to the range of poverty-related outcome 

measures. We are also able to carry over measures of the ability to afford to enter home 

ownership or market renting, and of the chances of someone in housing need being able to 

access social housing (using predicted relets plus new build supply). 

Further Policy-related Developments 

Right to Buy 

The revamping of Right to Buy (RTB) policy in England, including its proposed extension to 

Housing Associations, attracted a lot of attention in the policy and practice arenas in 2015. 

Details of implementation have only emerged slowly regarding the ‘voluntary’ agreement 

promoted by NHF, and the ramifications are quite complicated. The ‘Pay to Stay’ measure, 

which would jack up rents for higher income tenants, may be seen as closely related to 

RTB (people affected would have a strong incentive to exercise RTB, or move).  However, 

as a crude measure we have increased the ‘attrition rates’ for social housing stock in the 

model, leading in consequence to a significantly smaller social rented sector at the end 

target date of 2041. 

Low Cost Home Ownership (LCHO) 

In 2015 the Government in England signalled a marked shift of emphasis in new housing 

supply from social renting to low cost home ownership (LCHO), particularly through 

promotion of the ‘Starter Homes’ model and the recent very significant weakening of s.106 

guidance. Whether this shift will be fully sustained following the post-Brexit regime change 

and prospective market downturn is unclear, but we do reflect a shift in capital funding, 

such as it is, towards LCHO. The SRHMM includes an affordability measure for LCHO and 

parameters can be set for the effective discount relative to market values and for the share 

of new ‘affordable’ building which takes the form of LCHO vs social rented housing.  

The current Starter Homes scheme is arguably a very poor scheme, which contributes 

much less to affordable housing opportunities than the mainstream LCHO models promoted 

by previous governments. The discount of 20% is shallow, and based on the value of new 

build houses, which in most areas is significantly above the threshold entry level for owner 

occupation, which is typically set in the secondhand market. Thus, relatively few additional 

households can afford this who could not afford to enter the secondhand market. Secondly, 

the scheme involves a discount which evaporates after an initial pre-emption period, so 

unlike shared ownership/equity models, there is no future recycling  of subsidy to support 

future affordable housing opportunities.  

In the current model we are assuming a mix of Starter Homes and new build shared 

ownership, giving an average effective discount of 25%. We take account of the difference 

between threshold prices set in the secondhand sector and new build prices, in estimating 
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the additionality achieved in terms of affordability (which is negligible in some areas, notably 

London).  

Regulation of Private Renting 

There is also a lot of interest at the moment in ideas about the future of the private rented 

sector and whether there is any case for additional elements of regulation – indeed 

Scotland has recently legislated for a significant change in this area. Regulation might have 

a range of objectives, including moderating rent rises, improving security for some or many 

tenants, dealing with rogue landlords, or improving standards (e.g. in relation to energy 

efficiency). Drawing on ideas and practice from European countries, particularly Germany 

which has a very large PRS, there is particular interest in the concept of ‘second generation 

rent regulation’, which focuses on giving tenants more certainty about both their tenure 

security and the extent of rent increases within the life of tenancies (and preventing 

landlords from using rent increases to force tenants to move out), while leaving the setting 

of rent levels on new lettings to the market.  

We have therefore implemented a version of this approach across the two models. We take 

account of data from English Housing Survey (EHS) on the distribution of PR tenants in 

terms of length of stay and model the resulting mix of new let rents and lagged/indexed 

rents for in situ tenants. We allow in the SRHMM for some reaction by landlords/investors to 

the limits on their freedom of action and possible associated sense of ‘political risk’. Within 

the micro model we use proxies to predict more/less mobile tenants so as to assign the 

appropriate rent levels to these groups.  

Property Tax vs Council Tax 

There has also been quite a bit of debate around issues of property taxation and housing, 

and the related question of reform of the Council Tax, which has been in a semi-frozen 

state for a number of years as a result of austerity policies towards local government and 

political distaste for increases in this tax. We undertook a study of alternative property tax 

options for JRF recently (Leishman et al 2014), and this has recently been 

updated/extended in Scotland in connection with a review of local taxation there. This 

background work provides a basis for implementing scenarios involving substituting a 

proportional property value tax for Council Tax (Local Rates in Northern Ireland).  

At the macro/subregional level within the SRHMM, the main issue is estimating the impact 

on house prices. We have adopted a composite approach here, (a) incorporating 

differences between tax liabilities within the ‘user cost’ expression within the house price 

model, and (b) making a direct estimate of the capitalised difference in tax liabilities looking 

forward under the two systems. At the micro level, we estimate the value of individual 

homes for the UKHLS sample by running a hedonic regression model on the self-reported 

values for the owner occupiers, applying control factors to make these consistent with LA-

level market data (from Land Registry), then applying this formula to all homes across all 

tenures.  In the current implementation we replicate the current Council Tax Support (CTS, 

formerly Council Tax Benefit, CTB) system for low income households, including a 
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simplified representation of the most common/typical way in which English local authorities 

have implemented the cut in support for working age households ( through a minimum 

payment).  

Financial Context and House Prices 

There are considerable uncertainties about future trends, and potential instabilities, in key 

financial variables and macro economic conditions, which can have quite significant 

impacts on the housing market. While these are not simply and easily expressed as policy 

levers, they may be influenced by macro fiscal, monetary and regulatory policies as well as 

by external events and shocks. We can use the model to look at the sensitivity of the 

poverty outcomes we are interested in to a range of possibilities here, as is illustrated 

below. For example, we can test the impact of different combinations of interest rates, stock 

market performance, the extent of buy to let investment, regional imbalance, and so forth. 

Further possibilities 

It should be clear from the above that the SRHMM has very considerable potential to 

explore a wide range of housing market and policy scenarios. A number of these are 

illustrated in this study, but because of the over-arching focus on poverty, rather than on 

housing per se, the coverage is far from exhaustive and the scope for further policy analysis 

in the housing area is very considerable. This includes further examination of the 

implications of divergent policies in the different UK countries.  
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3. Micro Simulation 

Role of simulations 

A simulation is an imitation of a real situation or prospect, based on a model, which can be 

convenient for training or demonstration purposes. When dealing with a very large reality, 

such as the UK economy or society, a simulation may be a way of carrying out a variety of 

experiments, to answer ‘what if?’ questions, without the enormous cost, risk and time 

involved in doing these things for real. Simulations are often used with economic models, to 

show the trajectory of a set of relationships under different conditions. In social policy, 

proposed changes to benefits or taxes are routinely ‘simulated’ based on large scale survey 

datasets, such as the FRS, to demonstrate their cost and impact on different groups. While 

these examples are intrinsically quantitative, simulations can refer to more qualitative role-

playing or gaming types of interactions between players.  

Clearly simulations are potentially useful in a context such as the APS, particularly to get a 

better idea of relative and absolute magnitudes and to take account of more complex 

interactions in the economic and social systems. Simulations, particularly those of a 

quantitative nature, require a model or set of models. We can draw two broad distinctions: 

(a) between macro and micro simulations, the former referring to large aggregated 

economic units like countries or regions, the latter to individual units or actors, such as 

individuals or households or firms; and (b) between static and dynamic simulations, where 

the former apply particular rules or changes to a given, fixed set of units whereas the latter 

entails a process of behavioural reaction and interaction in response to the initial change, 

possibly leading to the dissolution or transformation of units. In this exercise, we combine 

two types of simulation model, in sequence: first a dynamic macro-simulation, followed by a 

(largely) static micro-simulation (with limited dynamic elements).   

Two-stage, macro-micro simulation 

To explain this a bit more fully, the SRHMM operates on a set of ‘macro’ units – sub-

regional Housing Market Areas (HMAs), which are quite closely related to Labour Market 

Areas - it uses 116 such units covering the whole of the UK. The model predicts annual 

changes in a range of variables (e.g. house prices, new housebuilding, migration) for each 

of these units, and these predictions reflect interactions between these variables and also 

between geographically related sub-regions. These predictions run forward in an annual 

series for 30 years (2011-41).  Different runs of the model make different assumptions 

about background economic conditions or policy settings. Snapshots of observed or 

predicted values of a range of variables for each of the 116 HMAs are taken at three key 

dates (2021, 2031, 2041), and transferred to the micro-dataset. This is derived from a 

representative sample survey of c.30,000 UK households in the base year of 2011 

(UKHLS). In the second stage of the simulation, this ‘model population’ is changed, in its 

compositional mix and key attributes (e.g. income, housing costs), to correspond with the 

predicted situation in 2021 or 2041 across the different sub-regions of the UK. Further 
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policy or behavioural settings may then be changed to trace their impact in this future 

modelled population.   

Understanding Society 

The Understanding Society Survey (UKHLS) is a particularly suitable basis for this model 

population, in the context of this study, because of the wide range of household 

circumstances, attributes and experiences it collects systematic information on. Thus, while 

it collects the basic income and housing cost information required to measure conventional 

poverty indicators, it also enables us to model and describe patterns in a wider range of 

outcomes which are of interest in terms of the APS agenda, for example material 

deprivations, problem debt, housing needs, working hours and worklessness, child care 

arrangements and costs, health and disability, happiness and wellbeing. Also, as a 

longitudinal panel of individuals and households who are interviewed each year, it offers the 

possibility of measuring persistence of poverty/disadvantage, as well as of modelling the 

likelihood and determinants of possible changes in circumstances, for example entering the 

workforce. The UKHLS dataset used in this study is enhanced by the inclusion of locally 

linked data, to characterise and measure the local context for individual sample members, 

and of course this also enables linkage to the SRHMM predictions for how that context will 

change by target years.  

Linking the two stages 

Just over 30 variables are transferred from SRHMM to the UKHLS based micro simulation. 

Most of these are expressed as multipliers, showing how the value has changed relative to 

the base year of 2011 – so for example if the proportion of working age single person 

households is forecast to have risen from 20% in 2011 to 30% in 2041, the multiplier would 

be 1.50. For financial variables the changes are expressed in real terms, stripping out 

general price inflation. 

The variables transferred include:  

 Sub-regional household numbers (shares) 

 Household representative age groups (3 categories) 

 Household type composition (8 categories) 

 Employment and unemployment rates (2) 

 High and low social class shares (2) 

 Tenure shares (4) 

 Nonwhite minority ethnic share (1) 

 Housing needs, social lettings, (2) 

 Earnings, household incomes (2) 

 House prices, market rents, social rents (7) 

 Affordability to buy or rent, or LCHO (3) 

For the majority of compositional factors (e.g. household type), the primary approach used 

is what we term ‘re-weighting’. So, to continue the example, if working age single person 
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households have become 50% more prevalent in a particular subregion (multiplier factor of 

1.50), then working age single person households in the sample will receive a ‘weight’ in 

the analysis which is 50% higher than it was in the base year. These reweighting multipliers 

are applied to the basic analysis weights derived from the sample design and non-response 

factors from the survey. Typically a household in the survey will have their weight adjusted 

to reflect changes in the first eight factors in the above list.  

Having set this model up, the composite weights used for forward years are subject to 

some calibration checks and if necessary scaling adjustments are applied, based on 

comparisons of household compositions from the micro-simulation with those generated by 

the SRHMM, across broad regions. On the whole these comparisons suggest that the two 

models are reasonably consistent, although one or two anomalies remain (e.g.less minority 

ethnic households in UKHLS).  

Financial  variables like earnings and incomes are generally changed directly using the 

relevant multipliers. However, the model provides for households in different positions on 

the income spectrum to experience different rates of change over time, relative to the 

central benchmark of median full time earnings. Our baseline assumption is that ’high 

earners’ will experience a higher rate of increase while benefit recipients will receive a lower 

increase.  

Dynamic elements within the micro simulation 

While the micro part of the simulation is predominantly static, in the sense that particular 

types of household do not generally change their behaviour and transform into different 

types of household, certain specific changes of status are actually modelled. This applies to 

housing tenure and to the work status of certain groups. In each case, we seek to identify 

the sub-group of households who are marginal candidates for a change of status, for 

example potential first time buyers, to assess the number or proportion who might make 

such a change (depending on the relevant variables/parameters, in this case affordability), 

and then to select on a random basis individual households to which this change would be 

applied. These changes of status are not applied on an annual basis, but only between 

target years (2011, 2021, 2041). For changes in work status, the propensities to make such 

changes are partly based on marginal incentives derived from the operation of tax and 

benefit systems (revealed through running the model repeatedly with marginal increments 

to people’s incomes and recalculating benefits, taxes and net incomes), and partly on 

regression modelling of the likelihood of actual changes between waves in the UKHLS.  

It should perhaps be emphasized that, in this simulation, unlike a fully-fledged 

microsimulation, we are not tracing the same households (individuals or cohorts) forward 

over time. Rather, we are looking at representatives of particular (equivalent) groupings at 

different points in time, and assessing their numbers and their key characteristics 

(particularly as relevant to their risk of experiencing poverty or some other related 

outcome). It should also be underlined that the micro-dataset and the associated stage two 
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simulation is based on household units, not individuals, although it contains some 

information about individuals within these units.  

Benefits and tax credits 

The UKHLS has information on the benefits and tax credits households received in the 

base period (2011), although this may be missing or inaccurate in some cases. For key 

benefits we try to recalculate eligibility, and in some cases the resulting figures can be 

substituted for missing or inaccurate reported figures. We actually recalculate benefits 

twice, once under the Housing Benefit/Income Support etc. system and then again under 

Universal Credit (UC, which is gradually being phased in at the time of writing). Since it now 

looks likely that UC will be the normal system by the early 2020s3, it is the UC based 

numbers which are the main focus going forward.   

In general the forecasts/scenarios incorporate 2015 Summer Budget changes so far as 

possible. This includes: the reduction in social rents to 2020 (in England); the freeze on 

working age benefits/tax credits/UC to 2020; the reduced welfare cap; the cutting of tax 

credits/UC for third and subsequent children and of the extra premium on first child; 

reduced work allowances in UC; further slight increase in basic income tax allowance. The 

George Osborne form of ‘National Living Wage’ is treated as a variant scenario in order to 

quantify its impact. These policy changes somewhat circumscribe the scope for some policy 

options previous mooted and tested, particularly the ‘living rent’ vs ‘affordable rent’ 

scenarios for the social sector.  

Outcomes 

The standard UK relative poverty measures, based on net equivalised household income 

before and after housing costs and using 60% of median income as the threshold, are 

recalculated for each run of the model. This involves capturing the new median income 

levels for each run and target date, which is done using an aggregation and matching 

procedure. Other outcome measures vary in whether they use a fixed threshold (e.g. MIS, 

material deprivation) or a varying one. These outcome measures are described in more 

detail in the next section. Some are derived directly from the recalculated incomes and 

costs data, or from the simulated economic activity patterns, while others are generated by 

regression-based forecasting models, calibrated in the base period UKHLS dataset 

(including attached market area attributes).  

As an example of this outcome forecasting approach, we can refer to the case of ‘material 

deprivation’, which is the proportion of households reporting lack of three of more of a list of 

about a dozen standard items because they cannot afford them (items derived from PSE 

research on consensually agreed necessities as also used in EU-SILC and HBAI surveys). 

A logistic regression model is fitted in a base year to predict the odds of lacking three or 

more items, with twenty individual household level predictor variables (ages, household 

compositions, occupational classes, qualifications, health, tenure, unemployment, log 

                                                           
3
 It was announced in July 2016 that full UC implementation would be delayed until 2022. 
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income, AHC poverty, savings, cars) and two area-based variables  (house price and social 

lettings).  The ‘combined poverty’ measure reported extensively below highlights 

households scoring above 0.5 on this predicted probability who also have below 70% of 

median net equivalised income AHC. Similar approaches are used to forecasting ‘severe 

poverty’ (as discussed in recent JRF ‘Destitution in the UK’ research, Fitzpatrick et al 2016 

and Bramley et al 2016), and ‘financial difficulty’.  

We also report inequality measures of the overall income distributions before and after 

housing costs, based on widely used ‘Gini’ indexes and simple ratios of quantiles of the 

distribution (e.g.top tenth versus bottom tenth).  

Fiscal impacts 

The model is also used to make a partial calculation of the fiscal impacts in terms of 

changes in the net position of the Government spending/revenue balance, allowing for the 

change in cost of benefits and tax credits on the one hand and income tax and national 

insurance contributions on the other, plus any allowance for known or estimated direct 

costs of service programmes required to implement the relevant change. The average 

values per household are combined with forecast number of households in 2041 from the 

relevant SRHMM scenario. The coverage of taxes is partial, as it does include Council Tax 

(rates in NI) and a possible replacement property tax, but does not cover VAT, capital or 

business taxes. On the spending side, we do not attempt to estimate ‘cost offsets’ from 

reduced demand on public services, but can refer to a separate parallel study of Counting 

the Cost of Poverty published by JRF in July 2016, and discussed further in Chapter 7.  

The micro simulation is programmed in SPSS and runs to about 4,400 lines of code, of 

which about 2,400 is for setting up the data, with 2000 lines being run for each scenario 

test, of which nearly 1000 is involved in the recalculation of benefits. In practical terms, we 

have made it easier to implement scenarios involving a wide range of specific measures by 

changing settings across a set of ‘switch’ variables all located at the beginning of the syntax 

program. 
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4. Options and Outcomes 

Policy Intervention Options 

The range of policy intervention options considered was developed in dialogue with the 

APS team and expert group. The list shown in Appendix B was generated originally by the 

APS team, but some amendments and additions were made by the researchers as the 

work progressed, in consultation with JRF staff and following presentations to and feedback 

from the expert group. It can be seen from Appendix B that many of the interventions could 

be examined through the combined models, but quite a number were still not of a kind that 

these models could usefully examine. A whole group of more specific housing-related 

interventions were added to the list (X1-X10 in Appendix B) based on the prospectus 

presented by the researchers regarding the capabilities of the models, particularly the 

SRHMM. Some more specific versions of other options in the original list were developed, 

shown generally by ‘a’ suffixes in the Appendix B listing (for example 7A, JRF Childcare 

package, 12A and 22A, positive indexation of benefits and Living Wage).  

For quite a range of options, the envisaged benefits in terms of poverty outcomes were 

expected to flow through both a direct and an indirect route – direct impacts on incomes or 

reduced living costs for households at risk of poverty; indirect impacts via increased 

probability of employment or increased hours of work. While the former could be modelled 

directly, the latter might or might not be fully captured, depending on the nature of the 

intervention and how it was modelled. Scenarios W51 and W52 attempt to track the extent 

to which, and the incidence of, an increase in workforce participation and hours worked 

respectively might be anticipated as a result of an optimistic interpretation of the shift to 

Universal Credit. They take account of the structure of incentives within UC and also of a 

regression modelling exercise to explain the odds of people moving into work between 

waves of the UKHLS. Nevertheless, these estimates are probably more plausible in the 

context of the ‘favourable combination’ package of measures (FC71-73), where they are 

combined with increases in UC work allowances, higher minimum wages and better job 

opportunities resulting from regional economic convergence. Specific scenarios, like for 

example changing the taper on UC (UC54), are probably better at tracking the direct impact 

on poverty and the fiscal impact than at measuring the precise employment response to this 

particular measure.  

Several options are likely to have some macro-economic feedback effects, which should 

ideally be reflected in the SRHMM. Such effects have been incorporated in later versions of 

key scenarios. This includes a negative feedback on GDP growth (and consequent 

earnings and employment levels) consequent on the two Living Wage options (W73-74) 

and on closing the gender pay gap (W77), based on OBR estimates of the impact of the 

National Living Wage (OBR 2016), and a positive feedback from the higher social housing 

supply linked to living rent proposal (SR74). These scenarios and feedbacks are also 

contained in the most recent combined scenarios (FC71-73).  
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The model has the capacity to look at some measures which might be labelled as more in 

the nature of ‘revenue raising’, or re-balancing of existing inequalities and poverty risks 

between broad groups. This could apply to Income Tax allowances and NIC exemptions for 

pensioners, for example – see Rows 13-16 in Appendix B. However, we have not given 

much attention to this, as it belongs more in the broader APS strategy and ‘how to pay for it’ 

debate, although we touch on this again in Chapter 7.  

Outcomes and Impacts 

Appendix C presents an overview of the capabilities of the modelling approach developed 

in this study, in terms of the outcomes it can generate measures of and the general 

capabilities and limitations. This Table was originated by the APS core team, adapted in the 

Interim Report and then further revised to reflect what the model had actually achieved by 

the end of the project. We can sum up this table in the following ways. 

Overall, the modelling system developed has been able to generate a relatively wide range 

of outcome measures, and to look at them across the main types of population groups and 

geographical regions required, on the intended timescale (forward to 2041). The main 

limitations can probably be identified as the following.  

Firstly, the analysis of employment participation responses to policy interventions is not 

particularly sophisticated and is less well adapted to assessing fine-grained policy options 

than to looking at broad composite strategies.  

Secondly, the model has been successfully extended to the three ‘Rest of UK’ countries but 

the calibration of the SRHMM has not been fully adapted to these cases. In addition, we 

have not undertaken an exhaustive analysis of the policy differences between these 

individual countries and England. Therefore , some of the precise results for these other UK 

countries may not be quite right , depending how devolved policies themselves evolve over 

time. This may be an area for further fine tuning work using the model.  

Thirdly, the original agenda reflected in Appendix C did include a significant section on 

‘Costs and Cost savings’, mentioning key public service areas like Health, Education and 

other public services. This aspect is not developed in the modelling work reported here 

(except in relation to particular areas like child care and, of course, housing). However, in a 

parallel study by an overlapping set of authors, also for JRF, new estimates have been 

developed of the public service costs of poverty (Bramley et al 2016, Counting the Cost of 

Poverty). While these do give a good picture of the overall magnitude of such costs 

associated with poverty, and closely related conditions/problems, these are subject to a 

range of caveats, particularly concerning the timescales over which poverty reduction might 

be expected to yield savings in such costs. These issues are discussed in the concluding 

Chapter 7. A particular aspect of the costs of poverty concerns the costs of that minority of 

the poor who experience complex needs or as it was termed recently, ‘severe and multiple 

disadvantages’ (Bramley et al, 2015). Some work on the costs associated with such needs, 

and potential cost offsets or savings to be found from more successful interventions with 
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these groups, is described in Appendix G, and the conclusions from this are reflected in the 

the APS main report chapter on Complex Needs.   

Specific Outcome Measures 

The potentially relevant housing and labour market outcomes generated by the SRHMM 

include the following: 

 Total new housebuilding completions, private and social 

 Household growth  

 Social housing relets (turnover supply) 

 Household income 

 Unemployment rate (ILO basis) 

 Employment rate as share of working age population 

 Median house prices 

 Affordability of market housing to buy  (percent of younger households able to 

afford to buy) 

 Affordability of market housing to rent (percent of younger households able to 

afford to rent) 

 The share of households living in private renting 

 Net new affordable housing need, annual flow 

 Backlog of existing unmet housing needs, as a proportion of households 

 Social housing lettings as a percentage of backlog need,  interpreted as the 

chances of a household in need being rehoused in the social sector. 

 Incremental affordability of low cost home ownership (LCHO) schemes, in terms of 

extra percentage of younger households who could afford to buy LCHO but not 

market housing 

The three indicators emphasized in bold are the ones which are shown in the summary 

tables for all the scenarios reported. These capture the main social aims of housing and 

planning policy. However, for some scenarios other outcomes are perhaps more important, 

as for example with unemployment and employment rates in the case of regional 

convergence scenarios. On balance, we consider it most helpful to focus on values of the 

key housing market outcomes (affordability and need) at the target date of 2031 rather than 

2041. That represents the state of opportunity within the market at nearer the mid-point of 

the scenario, which will be most relevant to how that affects people’s outcomes by the end 

of the scenario.  

The key poverty outcomes modelled and profiled through the micro-simulation are as 

follows (variablename in italic and parentheses; ‘41’ suffix means as forecast for 2041; ‘u’ 

suffix means assuming full implementation of Universal Credit): 

 Low income relative (‘at risk of’) poverty based on net equivalent household income 

being less than 60% of UK median ‘before housing costs’ (BHC) (the old child 

poverty target and EU AROP target) (povbhc41u) 
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 Low income relative poverty based on net equivalent income after housing 

costs (AHC) being less than 60% of UK median (povahc41u) 

 Household net income after housing costs falls below approx. estimated Minimum 

Income Standard level for household type (failmis41) 

 MIS Gap: average shortfall between household net income and MIS level for 

household type, for those households with a shortfall (i.e where failmis41=1), 

averaged over all households in group (this is a form of poverty gap measure) 

(misgap41) 

 Predicted risk of material deprivation of 3+ essential items (out of 11 included in 

2009-10 UKHLS) (prmd341) 

 ‘Combined poverty’ based on having net equivalent income AHC less than 70% 

of UK median, and having predicted risk of lacking 3+essentials greater than 

0.5 (altcombpov41) 

 ‘Severe poverty’, based on having net equivalent income AHC less than 40% of UK 

median, and (either having predicted risk of lacking 3+ essentials greater than 0.5 or 

having housing needs relating to affordability, crowding or concealed households), 

and having self-reported difficulty with /falling behind with payments relating to 

housing rent/mortgage, utilities or Council Tax (altsevpov41) 

 Predicted level of ‘Financial difficulty’,  defined as having self-reported difficulty with 

/falling behind with payments relating to housing rent/mortgage, utilities or Council 

Tax (prfindiff41) 

 Having selected housing needs relating to affordability, crowding or concealed 

households (anyneed3)  

 Number of children in workless households per total household (a Government 

target) (nkids_wrkless)  

Again, the ones highlighted in bold are selected for display in the scenario summary tables; 

these capture the main types of poverty measure, including both relative and absolute 

measures. For these measures we mainly focus on 2041, although 2021 can be of interest 

in relation to some topics (e.g. the initial implementation of Universal Credit, or the impact of 

2015 Budget measures).  

Some summary measures of income distribution are also generated within the micro-

simulation. These include the standard  ‘gini coefficient’ measures for the overall 

distributions of net equivalised household income before and after housing costs, which 

measure what proportion of income would need to be redistributed to achieve complete 

equality. They also include simple measures or ratios between percentile points: the ratio of 

the top tenth percentile point to the bottom tenth point (the 90/10 ratio), and the ratio of the 

bottom tenth to the median (the 10/50 ratio).  

Appendix E, Table E.1 shows estimated values for all of these in the base year of 2011, 

broken down across our standard demographics and broad regional geography. The 

standard demographic breakdowns include  

 Housing tenure (3 main types) 
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 Household type, both broad (3-categories) and more detailed (9 categories) 

 Occupational class (3) 

 Household work status (4)  

 Gender of household representative (2) 

 Age groups of household rep (4) 

 Disability and health status of household rep (4) 

 Ethnicity of household rep (6) 

The standard geography divides England into four broad regions (North, Midlands, South, 

London) and then includes the three other UK countries (Wales, Scotland, Northern 

Ireland).  
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5.   Baseline Assumptions and Forecasts 

The purpose of the baseline scenario is mainly to provide a benchmark against which we 

can measure the changes in outcomes caused by a particular policy measure or difference 

in contextual circumstances – i.e. to answer the question:  ‘what difference would it make?’. 

The baseline is a forecast, which paints a picture of a trajectory of change and what that 

would mean for a detailed snapshot of UK society at a future date (mainly 2041, although 

for some purposes we look at intermediate dates of 2021 and 2031). It is of less 

importance, and less weight should be placed on it, as a forecast than in its role as a 

benchmark. Long term economic forecasting is extremely difficult and the only thing one 

can say with confidence is that any long term forecast is likely to be wrong, in some 

respects if not in all, because so many aspects of the future are unknown and uncertain. 

However, such a forecast is still of value because it presents a future which is at least 

internally consistent and consistent with best current knowledge of those future factors 

which are relatively firm  (much of demography, for example, or realistic orders of 

magnitude of economic growth based on past experience) as well as of interrelationships 

between key variables. Using such a base, and continuing to apply the discipline of 

established relationships and internal consistency, one can then get a reasonable estimate 

of the difference it would make to key outcomes if certain specified conditions or 

assumptions changed.  

Key Assumptions 

The key assumptions, and what they imply for the trajectory of the economy going forward, 

are described in Appendix D. In short, the baseline forecast assumes a future quite similar 

to the past, particularly the period from the mid 1990s to the late 2000s, before the onset of 

the Global Financial Crisis (GFC). We do not assume completely stable growth, with a 

moderate recession being included in the late 2000s, but we do assume a recovery in the 

UK economy’s ability to display continuing productivity growth. The housing supply scenario 

reflects the plans and policy settings, at local level, as they were in the late 2000s, 

somewhat modified by changes in the early 2010s. The demographic scenario is similar to 

the official projections in terms of population but slightly lower in terms of household growth, 

owing to the modelled effects of housing shortage.  

The above set of assumptions imply that unemployment rates will tend to fall, and 

employment rates to rise, except in the late 2020s with our simulated recession. The 

Welfare Benefit regime is assumed to proceed to implement the measures up to the 2015 

Summer Budget, including the full implementation of Universal Credit. Past tendencies to 

widening inequalities are expected to reassert themselves, with high earning groups seeing 

annual real terms rises 2%  above median earnings, while means tested benefit dependent 

households would see their benefit incomes rising 1% less than earnings.  

Baseline forecast 

A core original purpose of the SRHMM is to explore the implications of housing supply for 

housing affordability and housing need; therefore it is useful to start by looking at supply. 
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Figure 1 shows total house completions by broad region and country over the base period 

and through the forecast period. 

Figure 1: Total new build supply by broad region and country, 1997-2041  

(house completions p a, 5 year averages) 

 

The chart shows the severe effects of the financial crisis and the recession on 

housebuilding output across the UK, but especially in England. Recovery is stronger initially 

in London and South. Total output in this scenario settles at just about 190,000 by mid 

2020s for England and around 230,000 for UK. As the chart shows, these levels are above 

those achieved in the period before the crisis – this is by no means a worst ‘case scenario’ 

– it is possible to conceive of lower outcomes without more reform to the supply system. 

The assumed level of new social building embodied within this is relatively low, around 21-

25k in England or 26-31k for UK. In view of the emerging policy approach of post-2015 

government to social housing, this may be realistic, even optimistic (for England).  

The next chart looks at annual household growth rates. It is no coincidence that this is in 

the same units and on the same axis scales, to facilitate comparison.  

Figure 2: Annual household growth by broad region and country, 2007-2041  

(Number p a, 5 year averages) 
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It must be emphasized that our household growth numbers are a forecast, and they are not 

the same as the official government household projections. Household formation and 

internal migration are endogenous functions in our model. So while many commentators 

(and planners) use household projections as a benchmark or target for new housebuilding, 

we are presenting these numbers as a forecast outcome. Actual household formation in the 

2000s was lower than previously projected, mainly because of housing 

unaffordability/unavailability, plus the recession. Although the official projections have been 

scaled down as a result of this (arguably too much), our forecast shows even lower 

household growth, essentially because of continuing issues of affordability and availability, 

at least in pressured regions.  

Thus it can be seen that household growth in England never reached and will not reach the 

levels of 220-240k pa of recent projections, with a gradual rise to just under 200k (194k) by 

2041, given the supply scenarios described above. For UK, the level of growth will be 

around 200k up to 2031 and 230k by 2041. Growth is stronger in the South and also the 

North, with London fluctuating somewhat; the other UK countries tend to flatline up to 2031 

with some modest increase after that. The fact that household formation has been 

somewhat suppressed increases the odds that, if housing supply and affordability 

improved, a lot of extra new households would form (after a certain lag). This effect has 

wide implications across the model, including for poverty.  

Figure 3 looks at the key housing market outcome, house prices, over time. The recently 

observed tendency for London prices to increase more than (or ahead of) the rest of the 

country, is also found to apply over a longer period within the model results, although 

London is also a bit more volatile within the model. The South of England is fairly close to 

the overall England average, with UK consistently below this. The North and Midlands lag 

behind. The experience of the other UK countries diverges somewhat, with Scotland 

maintaining a consistently low trajectory while Wales appears to show a tendency to rise 

towards the UK average. After recent instability, NI appears to settle at a level rather above 

the English midlands4.  

  

                                                           
4
 The house price model has not been recalibrated specifically to apply to the other UK countries, so these findings 

should be interpreted with some caution.  
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Figure 3: Median house price by broad region and country, 2002-2041  

(real terms at 2006 prices) 

 

The interaction of house prices and incomes (level and distribution) gives rise to estimates 

of affordability or access to owner occupation. Figure 4 presents a measure of affordability 

to buy, focusing on the age group of households under 40 (the main group seeking to enter 

the housing market). It shows a sharp deterioration between 2002 and 2011, at first due to 

the steep rise in house prices, and later due to credit rationing. As credit rationing eased 

and prices stagnated (in some regions), while incomes rise again post-recession, we see 

some improvement in most regions up to 2021. After that there is a very modest overall 

growth in ability to buy in this baseline scenario, for UK as a whole. However, there is 

considerable regional variation, with London deteriorating but the South improving after 

2021, while Midlands and North are generally at a higher level throughout. Wales appears 

to deteriorate and join N Ireland in a rather low position in this league. Scotland improves to 

the best position in 2021 but falls back somewhat to a position similar to Northern and 

Midland England by 2041. 
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Figure 4: Affordability to buy by broad region and country , 2002-2041  

(percent of under-40 households can buy) 

 

Notes: percent of under-40s who can buy a threshold (lower quartile) unit of size determined by 

bedroom standard, counting only incomes (excluding means tested benefits) and members of core 

benefit unit within household, based on income (ignoring any wealth or family assistance), but 

adjusted for credit rationing 2008-13.   

 

The model undertakes a similar analysis of affordability to rent in the market, for the same 

age group (Figure 5). This is significant as a general measure of the general scope of the 

market in providing for the broad spectrum of households – those who cannot afford to rent 

(at conventional ratio norms) will either need ‘affordable’ housing (social, intermediate rent 

or LCHO) or will end up paying more than ‘norm’ levels for their housing, so increasing their 

chances of AHC poverty.  

Figure 5: Affordability to rent in market by broad region and country, 2002-2041 

(percent of under-40 households can rent). 

 

In general, rental affordability is significantly higher than affordability to buy, less volatile 

over time and somewhat less variant between regions. The least affordable region is 
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always London, followed by N Ireland, with Scotland most affordable after 2016 (prior to 

that, North and Midlands were more affordable). Affordability generally deteriorated 

significantly between 2007 and 2016, although our data do not permit very confident 

assertions about the beginning of this period. Affordability is projected to improve somewhat 

in nearly all areas up to 2021, then to gradually deteriorate in most or all areas, apart from 

London (oddly) through to 2041. (London sees lower rates of increase in market rents in 

future, although up to the present it has seen higher levels and growth). 

The forecast market rents underlying this are shown in Figure 6. In the context of a 

generally significant real terms rise,  the other UK countries tend to lag England, with 

Scotland the lowest, while there is a tendency for the North to climb towards the UK 

average while the Midlands lag.  

Figure 6: Private market rent levels by broad region and country,  2002-2041  

(£pw, 2-bedroom, real terms at 2006 prices) 

 

 

The share of the private rented sector is also forecast, again using revised models briefly 

described above, but again not the last word on the subject. Figure 7 shows the trends, 

which are again generally upwards, but with some cyclical adjustment and regional 

deviations.  
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Figure 7: Private rented market share of households by broad region and country, 

2002-2041 (percent) 

 

The private rented sector grew exceptionally fast in the period from around 2000 until 

recently; the model forecasts some levelling off until 2021, then a resumed growth at a 

more moderate rate. There are sharper swings in the other UK countries, notably N Ireland 

where the market experienced exceptional instability through the crisis period. In the longer 

term, Scotland emerges with the lowest and slowest growing PRS, with Wales next, while 

London remains the leading region for PRS share. The combination of a larger PRS with 

the generally high and rising real rent levels is a recipe for increased problems of AHC 

poverty, other things being equal. This may well offset other benign trends such as rising 

income levels, the effects of the National Living Wage, and lower unemployment. 

Another corollary of this trend, together with the associated affordability trends, is that home 

ownership has been in decline, particularly for younger households. Figure 8 shows the 

trends for three broad age groups and three broad regions. In London, home ownership will 

have more than halved for under-40s by 2031, and it will also be falling for both middle 

aged and older households after 2021. The trends are similar if less extreme across the 

South, with home ownership  already a minority achievement for under 40s, and the rate for 

middle aged and older households falling from 2020.  Only in the North does home 

ownership recover significantly for younger households, while only falling moderately for 

middle and older aged households.  

  

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

40.0

2000 2020 2040

North

Midlands

South

London

Wales

Scotland

N Ireland

England

UK



37 
 

Figure 8: Share of owner occupier households by broad age and selected broad 

region, 2001-2041 (percent) 

 

 

These findings bear comparison with the recent reports from the Resolution Foundation 

(Clarke 2016b, Clarke et al 2016). Home ownership may be seen as an aspirational good, 

albeit one aspired to by large majorities, but it is generally better value for money than 

private renting, more secure with more resident control, and provides an opportunity to save 

assets towards contingencies of later life.  

The sub-regional model can also generate forecasts of other numbers of interest, for 

example the incidence of certain housing needs, or the balance between annual need for 

affordable housing and supply. Figure 9 is an interesting way of looking at the data on 

housing needs and social lettings. It shows the ratio between annual lettings of social 

rented housing and the number of households with an existing need/problem. This may be 

interpreted as the probability or chance that a household in need has of getting an offer of 

social housing. In most regions/countries these chances fell in the 2000s, may rise a little 

bit up to 2020, before falling further again up to 2041. The chances are generally low across 

most of England, especially in London and the South, with higher values in all of the other 

UK countries, but spectacularly so in Scotland. This underlines a point already made, that 

the pressure on social housing supply in Scotland is much less than that in England, by a 

large order of magnitude.  
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Figure 9:  Social Lettings as Percent of Backlog Need 

 

 

Poverty – the Base Position 

Table E.1 in Appendix E shows scores on the main poverty outcome indicators in our base 

year of 2011. These are largely ‘actuals’ from 2011 USS data, although there is an element 

of prediction (from 2009 data) in the material deprivation indicator. The shaded cells show 

which households were poorest, under different measures. Mostly, the different measures 

concur, but there are some deviations which we highlight.  

For housing tenure, on all indicators bar one (marginal) case, social renters are the poorest 

broad tenure group. Private renters come next, but with a varying degree of difference, 

while owner occupiers are the least likely to be poor on any measure. Private renters are 

marginally poorer on the MIS Gap measure (how much money they would need to reach 

the standard), while they are almost as poor as social renters on two other measures: 

failing the MIS standard and having any of the three housing needs. Social renters are 

much more likely to be materially deprived, combined poor or severely poor. These 

measures, which take account of real deprivations against widely-agreed standards of 

‘necessity’, are probably better than pure income-based measures, and they tend to show 

social tenants in a poorer light. At the other end of the scale, owner occupiers are well 

below average on all measures, with combined and severe poverty and children in workless 

households notably rare among owners.  

Which region is poorest depends which measure you use. There are two main candidates: 

London (6 measures) and N Ireland (3 measures, all income-related). However, another 

region (the North) scores worst on predicted material deprivation and second worst on four 

other indicators. We expect London to have more poverty associated with high costs, 

particularly housing, although this is not fully borne out by the score on AHC poverty, but it 

is reflected in consequential financial difficulties, as well as more combined and severe 

poverty.  
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There is a near-consensus that families with children are the broad household type with the 

highest risk of experiencing poverty, with only one case (housing need) where other 

working age households pip them to the post. Poverty incidence is lowest on all indicators 

for older households, except relative low income BHC – the reliance on this measure as a 

leading official target, until recently, has perhaps given undue credence to the notion of 

continuing high levels of poverty among older households (and homeowners among them). 

Families are much more likely than other working age households to have combined or 

severe poverty, and the size of the MIS Gap for this group (£52 per week) is striking. 

Within the fuller household type classification, lone parents have the highest incidence in all 

cases bar one – the housing need indicator used includes all concealed potential 

households, without filtering for preferences or age; thus most multi-adult households score 

on this one. It is striking that a majority of lone parent families are poor on four of the 

indicators.  On seven indicators, the next poorest group are couples with 3+ children, while 

on the two equivalised income measures it is single adults (non-elderly) who have the 

highest incidence. The existing vulnerability of lone parent and larger families looks set to 

be further exacerbated by the changes in welfare benefits recently announced.  

There is a mixed picture in terms of occupational level, at least as between ‘middle’ and 

‘low’ occupations. Although traditionally occupation, especially at the high end, has been a 

good predictor of income and of (not being) deprived, it is less clear that this classification 

discriminates well at the lower end (a lot of non-working households do not have an 

occupational code, even for previous job, in survey data like UKHLS). 

With household work status, we have the unsurprising finding that working age households 

with no workers have a much higher incidence of poverty on all measures except the 

housing need indicator. The contrast with the non-working ‘retired’ group is very striking. 

Households with only one worker have scores which are above average in six cases, 

underlining the often weaker economic position of this group.  

Female-headed households have between 50% and 200% higher incidence of poverty, 

depending on the indicator. This is a direct corollary of the relatively higher risks facing lone 

parent and single adult households, as well as the continuing gender earnings gap.  

With the partial exception of the first (low relative income BHC) and penultimate (housing 

need) indicators, poverty is a declining function of age. In many cases under-25s are much 

more disadvantaged. 

Disability or long term illness is generally associated with much higher risk of poverty. In 

some cases (income-based measures) this is less true where this is combined with current 

poor health, but in the other measures (which take account of material deprivation, financial 

difficulties or housing problems) the combination of disability and poor health shows the 

worst outcomes. A majority of disabled and/or disabled-plus-poor-health cases are poor on 

four indicators. 
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White ethnic households have a lower incidence of poverty across the board than most or 

all non-white groups, with Black or mixed ethnicity generally showing he worst scores. 

However, the Asian group show adverse scores on the MIS Gap (£) measure and on the 

housing indicator. 

Trends in poverty to 2041 

Table E.2 in Appendix E looks at trend changes in the Baseline forecast in terms of poverty 

outcomes across demographic groups and geography.  

The broad picture presented by the baseline scenario is that relative poverty is likely to 

remain static, while more absolute measures reduce somewhat over the next 25 years. 

However, it should be emphasized that the assumptions used in the baseline are not a 

worst case scenario, as is illustrated later when we present a more negative scenario.  It is 

not axiomatic that relative poverty must remain static in the longer term, as the distribution 

may change significantly. Relative low income BHC increases slightly (by 2%) while for 

AHC poverty the increase is only 0.4%. At the same time there are more substantial falls for 

measures which are tied to a fixed base definition or value, such as the MIS measures and 

those which take account of material deprivations. However, financial difficulties are 

forecast to increase slightly. These outcomes reflect the inbuilt assumptions about income 

distribution, but will also take account of forecast changes in household composition and in 

employment rates. 

There is a substantial apparent fall in households failing to meet the MIS standard. This 

may reflect the simplistic way we have applied MIS levels, with no real increase over the 

forecast period (from 2014). In reality, MIS would probably be rebased to reflect (a) 

changing social norms and (b) real cost of living changes affecting key items. Material 

deprivation and severe poverty both fall by about a quarter, with combined poverty falling by 

nearly half. This finding reflects the fact that the basket of essentials was set in 2009-11 

and is not changed. Again, in reality changing social norms would probably lead to revision. 

What is measured here is change against a fixed base period basket. Financial difficulties, 

one of the components of severe poverty, is itself forecast to increase slightly. Since 

measures of this generally increased a lot in the 2000s, this is not surprising.  The housing 

need indicator shows a significant reduction, continuing longer-period trends of reduction in 

some of the components of housing need (Bramley 2015). There is also a forecast 

reduction in children in workless households, which may be linked to the generally 

favourable employment trajectory in the SRHMM baseline.  

In turning to the demographics, we are mainly interested in which groups may see a relative 

worsening on each indicator (or a failure to improve as much as average). These are 

highlighted using pink/green shading for a relative worsening/improvement.  

For housing tenures, we find relative improvements mainly for social renters. This will 

reflect the rent assumptions in the baseline (reduced to 2020, then only rising slightly above 

inflation).  
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Regions with relatively worse performance are Wales (6 indicators) and Northern Ireland 

(4). Scotland is worse on no indicators and best on two. This relative change picture is 

generally more favourable for London (5 indicators) and the North (3). These outcomes 

predominantly reflect differences in economic growth performance.  

For broad household types, families do relatively worse on four indicators while older 

households do worse on five. However, the former group are starting from worse position 

while the latter are starting from a relatively favoured position. At the more detailed level, 

singles are only getting relatively worse off on one indicator, with lone parents better on four 

and worse on none. However, couples with 3-plus children and multi-adult households each 

do worse on three indicators, which clearly reflects recent changes in Universal Credit in 

the former case. Although older couples do worse on four indicators, their starting position 

is one of the most favourable.  

For occupational groups there is a mixed picture, with no general tendency for the lowest 

group to do worst. Among the economic activity groups, working age with no workers do 

worse on two indicators, showing a particularly large increase in the MIS gap.  

Female headed households do better on four indicators than male-headed households, but 

slightly worse on four others. Although under-25s have much the worst starting position, 

they see relatively more favourable shifts in most cases, except the MIS gap. The 60-plus 

group generally does worse (7 indicators), but starting from a favourable position.  

Households with both disability and poor health do relatively worse on six indicators, and 

disability only on two. However, households who are neither disabled nor sick do worse on 

relative AHC poverty, material deprivation and combined poverty.  

Finally, the picture on ethnicity is one of some relative improvement for the group most 

deprived at the outset, Black households (best on 9), with relative worsening for White (7), 

Asian (3 indicators) and Other (2 ) and Mixed (1).  

Trends in Inequality 

Table 1 shows some measures of income inequality and how they are evolving over time 

within the simulation model. It can be seen that in 2011 the level of inequality was 

moderate, particularly for BHC income with a Gini coefficient of 0.202, a 90/10 ratio of 3.8 

and a 10/50 ratio of 0.52. The former indicates that you would need to move a fifth of all 

income to achieve equality. The latter indicates that the worst off 10% had just over half the 

income of the median (the ‘average’ household). Income after housing cost was more 

unequal, on all of these indicators. This does suggest that housing costs contribute to 

increasing inequalities, although it should be remembered that much of this is associated 

with the role of outright ownership among the retired population.  
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Table 1: Income Distribution Summary Measures in Baseline 7, UK 2011-41  

Years Gini Gini 
90/10 
ratio 

90/10 
ratio 

10/50 
ratio 

10/50 
ratio 

  BHC inc AHC inc 
BHC 
inc 

AHC Inc BHC inc 
AHC 
Inc 

2011 0.202 0.233 3.81 4.93 0.52 0.43 

2021 0.237 0.271 4.66 6.60 0.47 0.36 

2041 0.279 0.321 5.62 8.84 0.47 0.33 
% change 
2011-21 17.3% 16.4% 22.2% 33.7% -10.9% -16.8% 
% change 
2021-41 17.6% 18.5% 20.6% 34.1% -0.5% -8.3% 

 

It is also very clear that, in this baseline scenario, inequality is forecast to increase. Based 

on Gini, there would be a 17% increase by 2021, and a further 18% increase by 2041. The 

increases are proportionately greater when measured by the 90/10 ratio. In particular, the 

AHC income 90/10 ratio rises from under 5 to nearly 9, suggesting a serious issue of 

widening inequalities in income after housing costs. This scenario reflects particular 

assumptions about the relative growth of high and low earnings built into the baseline, 

essentially assuming a resumption/continuance of long-standing trends to widening 

inequality.  Although the 10/50 ratios are less spectacular, they are nonetheless sobering. 

Conventionally we take 60% of median income as a marker of poverty. In 2011 at least 

10% of households were significantly below that, i.e. hovering around the 52% mark. At the 

same time, using after housing costs income, the bottom 10% were closer to 40% of the 

median – an income level we would associate more with ‘severe poverty’. Yet by 2041 we 

forecast this will have sunk to 33% of the median. 
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6.   Scenarios and Impacts 

In this part of the report we present the main findings on ‘what would make a difference?’, 

and how much difference, to different aspects of poverty in the UK. While the main focus is 

upon policy changes, in some cases we are looking at contextual changes which, while 

policies might influence these, cannot be seen as simple and direct policy outputs. We have 

run a large number of scenarios, about thirty of which we report here (ignoring other, earlier 

versions which have been supplanted). Appendix F presents all the scenarios in a summary 

form, highlighting key outcomes. Table E.3 in Appendix E presents the demographic profile 

of all poverty outcome indicators for a ‘combined favourable scenario’. Each scenario is 

referred to be a code e.g. the preferred ‘favourable combined’ scenario is FC73 (where 7 

refers to the baseline run which this should be compared with, and 3 refers to the particular 

version)5.   

In discussing scenarios in this report, we group them together into clusters of related 

measures or contextual factors, to be discussed as a group. In each case we provide a brief 

statement of the motivation and of the mechanism of intervention, and a rationale for the 

scale of change proposed together with any supporting evidence for the likely impact. 

Where relevant, we provide a picture of key impacts on the housing market and related 

outcomes, like affordability, housing needs and tenure, and in some cases on regional 

labour markets (unemployment etc.), based on the SRHMM part of the simulation. Across 

all scenarios we report on impacts on the key poverty outcomes identified in s.5 above, and 

on estimated fiscal impacts. In some cases, as appropriate, we also report on impacts on 

the overall levels of income inequality.  

Housing supply scenarios 

A focus on housing supply is suggested by the widespread concern that there is some 

degree of housing crisis in the UK, particularly in the south of England, with housing supply 

well below levels indicated by demographic and other evidence of demand (Lyons 2014), 

affordability challenging (Clarke 2016b), homelessness and other housing needs increasing 

(Bramley et al 2010, Bramley 2015), home ownership in decline and private renting the new 

normal for many households (Clark et al 2016),  Housing costs are a significant element in 

the cost of living and poverty after housing costs (AHC) seems to be more closely related to 

other measures of poverty including material deprivation than the traditional relative poverty 

BHC measure. 

                                                           
5
 Detailed changes and refinements have been programmed into the models as the research has progressed. In some 

cases this has necessitated re-running the baseline scenario, creating a new benchmark for comparison for certain 
scenarios conducted after that stage. For example, the refinement of the modelling of childcare strategies entailed a 
new baseline ‘7’, slightly different in detail from the main baseline ‘5’ used for assessing the majority of individual 
scenarios. 
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The main mechanism of intervention is the land-use planning system, where the aim would 

be to increase the planned numbers of new homes in local plan core strategies and/or rely 

on other elements in the National Planning Framework (NPF) to increase the supply of land 

with planning permission (Scenario S51 entails a 50% + increase in housing output, skewed 

towards the south of England). The scale of increase here is of the same order as those 

proposed by the former National Housing and Planning Advice Unit (NHPAU) in the period 

2008-09. Since 2010 there has not been a system of top-down regional-local targets for 

housebuilding in England, so this mechanism must work indirectly, mediated through local 

planning decisions within the framework of NPF. This may be supplemented by measures 

of direct delivery of land for development by national and local government or other public 

agencies, including former public-owned land. A second strand is building more affordable 

social housing, by a combination of Local Authorities and Housing Associations  (S52)– to 

achieve this from the current position would require some relaxation of financial restrictions 

on LAs, some changes to current rent policies (particularly 2015 Summer Budget rent 

reductions – SR74), some injection of capital subsidy, and some re-strengthening of the 

‘Section 106’ planning targets and agreements mechanism for affordable housing within the 

planning system. A third variant is building more affordable ‘intermediate’ or ‘Low Cost 

Home Ownership’ housing (S53), including a mixture of Shared ownership/equity (including 

so-called Help to Buy SE) and the ‘Starter Homes’ scheme, although the latter may be 

rightly criticised as a very poorly designed scheme.  

General housing supply 

Figure 10 shows the proportional increase in housebuilding output associated with our very 

high supply scenario (S51), which entails an increase to around 300,000 units per year in 

England or 350k across UK. Three features are worthy of note: the larger increase and 

spikey nature of the London numbers; the generally front-loaded nature of the scenario 

(where initial impact hits by 2021); and the generally lower increases associated with the 

other UK countries (particularly Scotland and NI), and to some extent Midlands and North 

as well. These reflect our view of the relative need/demand for extra housing, but we would 

acknowledge that the issue of London’s housing capacity, and the right balance between 

London and the South, is quite controversial.  

  



45 
 

Figure 10: Increase in total housebuilding output by broad region and country under 

very high general supply scenario (percentage difference from baseline) 

 

Figure 11 shows the increase in household growth associated with this high supply 

scenario (note that the vertical axis scale is the same). It can be seen that for most regions 

household growth increases, but more after a timelag, and then falls back somewhat, given 

a shallow inverted-U shaped response. Overall the magnitude of the increment to 

household growth is less than the magnitude of the housing supply increment, but at its 

highest point (2027-2031) it is not far short (44% vs 60% for England). The spike in 

household growth in London reflects the spike in supply. These results are consistent with 

other evidence and uses of the model (Bramley & Watkins 2014, 2016). This underlines the 

importance of the issue of induced household formation – that increasing the supply and 

accessibility of housing is likely to lead to higher household formation and growth in 

household numbers. This has wider implications, both for planning and in the context of 

tackling poverty, as is discussed further below.  

Figure 11: Increase in household growth by broad region and country under very 

high general supply scenario (percentage difference from baseline) 
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Figure 12 shows the changed in affordability to buy associated with the increased supply in 

scenario S51. Since the motivation for such supply policies is in large measure to improve 

affordability and access to homeownership, this is a key outcome for the policy, following 

the arguments of the Barker (2004) review and others. The model suggests that this big 

supply increment would improve affordability by noticeable amounts, particularly at the 

2031 time horizon, with some later fading of the effects. At that stage affordability would be 

32% better (32% more younger households could afford to buy) in London, 20% better in 

the South,  16% in the Midlands and 9% higher in the North, with a 13% overall 

improvement nationwide. The London figure looks high, which partly reflects the 

(unrealistic?) spike in output, but partly also the very low base level of affordability in 

London (around 20%).   

Figure 12: Increase in affordability to buy by broad region and country under very 

high general supply scenario (percentage difference from baseline) 

 

The improvements in affordability to rent are more moderate, with 2031 improvements of 

8% in London, 5.3% in South, and 4.1% across UK. This may give a better indication of 

potential impacts on poverty. The position facing households with particular housing needs 

is substantially improved – their chances of getting access to social housing increase by a 

quarter. 

Another indicator or interest is the proportional change in the private rental share of 

households. Here, the predominant picture is of a modest rise in the share of private 

renting, by around 5% over the period to 2041. This increase in private renting may seem 

counter-intuitive, but we can probably account for it in two ways. Firstly, induced household 

formation increases the shares of household types (particularly single earners, and some 

non-working) who will not be able to buy. Secondly, additional private renting is somewhat 

associated with concentrations of new build, particularly in city flatted developments. 

Obviously, this byproduct of higher housing supply may not be good news for poverty, 

either, because more people in private renting means more people at risk of AHC poverty 

(and higher bills for HB/UC).  
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The main message on poverty impacts is that large increases in housing supply (scenario 

S51) are not a magic bullet to reduce poverty. The general picture (see Appendix F, row 1) 

is one of slight increases in relative poverty and material/combined poverty, and slight 

reductions in MIS Gap, financial difficulty and housing need. Renters do relatively worse 

than owners, with increases in most indicators.  

How do we explain this rather surprising set of outcomes? Firstly, the drive to increase 

general housing supply is mainly motivated by improving the ability of the middle income 

group to enter home-ownership, which this scenario is successful in achieving (13% higher 

ability to buy), but this does not necessarily impact on poverty. Secondly, greater supply 

induces a substantial increase in household formation, and marginal newly formed 

households tend to be poorer than existing households. Thirdly, the affordability impacts 

fade somewhat by 2041. Fourthly, the improvements in rental affordability are more modest 

than those for buying. Finally, share of households in private renting still increases, partly 

due to new household formation and partly to the tendency for investors to focus on new 

build property.  

The regional pattern in changes in AHC relative poverty show a continued worsening in 

London but a slight improvement in the South and N Ireland. Differences between 

household types are modest, but families see more poverty. Higher occupational groups 

see less poverty, perhaps because they gain more from better access to owner occupation. 

There are larger increases in poverty for non-working households and those in poor health, 

and for most ethnic minority groups.  

Increased social housing supply 

The next scenarios considered are for a greatly increased level of social rented 

housebuilding. In the basic version (S52), the scale of increase is about 170-175% across 

England and 110-120% in Rest of UK making about 155% overall. In absolute numbers, 

that would be 67,000 in England and 78,000 across UK. As an increase in total housing 

supply, it is between 32% and 36% (allowing for the interactions with new private build). A 

later alternative version has been developed (SR74) which links social housing supply to 

moderately higher rents (so-called ‘Living Rents’), which would enable social landlords to 

build more without calling on additional public subsidy (unlike S52). The increases are only 

marginally less than those in S52 (135%, UK-wide). This modified scenario also allows for 

economic feedback from additional housebuilding to economic growth, based on estimates 

made in Lyons (2014, p.18).  

It is of particular interest to look at the household growth consequences of this scenario. As 

Figure 13 shows, household growth again increases, following an undulating profile. In 

2012-21, household growth increases by almost as much as housing supply (33% in 

England), dipping in the next period (15%), then rising again in 2027-31 (30% vs 35%), then 

falling again. There is some regional variation, but the main message is that there is a quite 

a strong relationship between household formation and new social supply with less of a lag. 
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This is not altogether surprising, as social housing enables marginal new households to 

form, despite relatively low income.  

Figure 13: Change in household growth by broad region and country under high 

social supply scenario (percentage difference from baseline) 

 

 

While additional social housing supply is not directly motivated to improve access to home-

ownership, it may indirectly have that effect.  It appears based on our model that increased 
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In the case of SR74, the general picture is more adverse While BHC poverty falls by 8%, 

AHC poverty only falls by just under 1% overall, due to increases within social renting 

offsetting falls in private renting. The MIS gap also increases sharply. These more adverse 

outcomes partly reflect new household formation and movement into social renting.  In this 

scenario social tenants are more likely to be worse off, while those in private tenures gain; 

the Midlands and North again see more favourable shifts, but this time families and older 

households fare better. The North and Midlands benefit rather more from the employment 

and income effects, although these are not very dramatic.  

Explanations for the rather mixed results are partly similar to those applying to general 

housing supply, including for example the role of additional new household formation. 

Looking at the Summary (Appendix F, rows 2 and 32), the main impression is of moderate 

improvements in affordability and in some poverty measures, much better access to social 

housing for households in need, but achieved at quite a high cost in terms of net fiscal 

impact. While this includes an estimate of the cost of additional social housing supply 

subsidy in S52, there is also a significant fall in the tax and NI contributions take per 

household (more poorer households). This net increase in fiscal cost is focussed on London 

and private renting. In SR74 the increase in fiscal cost is more marked at £24bn, due to the 

larger bill for UC support with housing costs for the more numerous social renters. It may be 

questioned whether the model’s prediction of lower tax and NI receipts may reflect a 

tendency to underestimate the income profile of social tenants in a scenario where this 

tenure takes a much larger market share.  

Low Cost Home Ownership 

A third supply scenario reported here (S53) looks at an increase in ‘affordable housing’ 

supply focussed on Low Cost Home Ownership (LCHO), rather than social renting, 

accompanied by a medium-scale (c.25%) increase in overall supply. This scenario may be 

what the Government was actively seeking to achieve in the spring of 2016. The form of 

LCHO is a mixture of (Help to Buy) Shared Equity and Starter Homes, as explained in s.3. 

The overall improvement in affordability actually achieved is modest (+4.4% market, +1.3% 

additional incremental affordability of LCHO itself), for reasons explained in s.2.. 

Unsurprisingly, the impacts on poverty are small and in several cases adverse (0.8% more 

AHC poverty, 2.2% less MIS Gap, 2.9% more combined poverty), although there are small 

improvements in financial difficulty and housing need. Things improve a bit more for owners 

whilst worsening for renters, particularly social renters. Poverty increases more in London, 

N Ireland and North, and for families (particularly lone parents), and for under-25s.  
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Housing Regulatory and Tax Scenarios 

Apart from the general failure to build enough housing in Britain, there are other 

dysfunctional aspects of the UK housing system which have attracted criticism from a range 

of analysts and commentators (Stephens 2011, Muellbauer 2012, Aron et al 2012, Lyons 

2014). These criticisms partly reflect the experience of the financial crisis (GFC) and its 

manifestations in Britain, particularly around lax financial regulation and the mortgage 

market, and longer-standing critiques of the structure of UK taxation in relation to housing, 

as well as more recent concerns about the rise of ‘Buy to Let’ and ‘Generation Rent’. We 

first consider a general contextual scenario associated with potentially further ‘excessive’ 

growth in housing asset values, involving mainly financial elements, before considering 

potential regulatory intervention in private renting and reform of property/local taxation.  

The first of these is a contextual financial scenario expected to impact positively on house 

price growth (HP51). Elements within this include lower interest rates (5% vs 6.7%), higher 

stock market growth (5% vs 3%), higher growth in BTL investment activity (3% vs 1.5%) 

and slightly more regional divergence in growth. This may be characterised as a situation of 

easy credit and financial asset growth.  

Figure 14 shows the impact of this scenario on house prices. Prices would be about 8-11% 

higher in all areas by 2021 and would rise further, particularly after 2031, with much greater 

divergence of London from the rest later in the period. By 2041 London prices would be 

40% higher whereas for UK as a whole they would be 18.4% higher, with a range from 13% 

in Wales to 21% in Scotland. The impact on affordability to buy would be equal in 

magnitude but negative, -18% overall by 2041 but 45% worse in London compared with -

16% in the South (in 2031 these would be -13%, -16% and -10%). Affordability to rent 

would improve, however, rising by 8% overall but as much as 17% in London. New housing 

supply would have risen by 32-34% later in the period and household growth would have 

risen, particularly in the middle of the period. The share of the private rented sector would 

fall somewhat, by about 3.4% by 2041.  
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Figure 14: Impact on House Prices of Scenario of more positive financial conditions 

for housing market by broad region and country (percent difference from baseline) 

 

The Summary Table in Appendix F (row 8) suggests that the financially-driven higher house 

price scenario would have generally benign impacts on poverty measures, but these would 

be small in magnitude, with also a significant positive impact on the fiscal balance (less 
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house prices and more ‘lax’ lending. The former, more favourable changes would be most 

evident in the private rented sector, with the opposite effect in owner occupation (due to 

somewhat higher debt and mortgage payments). Across regions, the favourable changes 

predominate in London, with unfavourable changes (more poverty) in the economically 

lagging regions (North, Wales, N Ireland). 

This scenario paints a relatively benign picture partly because it portrays smooth changes, 

whereas the greatest risk with relaxed financial regulation is of induced instability, which 

can be potentially damaging to the real economy, as was seen in UK c.2008-09, and even 
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forthcoming). 
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because of slightly lower returns on long term tenancies, restrictions on their flexibility of 

action, perceived difficulty of removing problematic tenants, or perceived ‘political risk’. The 

model results for scenario PR51 suggest that prices would fall by 6% by 2031 and 10% by 

2041. This in turn would improve affordability to buy by a similar magnitude (7.5-12%).  

Secondly, we anticipated a slight rise in open market rents on new lets, as somewhat 

greater demand confronted somewhat reduced supply. In fact, the net effect on rent levels 

appears to be only a very slight rise, between 0.5 and 1.0%. It is likely that the small size of 

this effect results from the effects of lower house prices on the market rent level. Thirdly, we 

predicted some reduction in the scale (share) of the private rented sector, due to decisions 

of some landlords not to invest, or to disinvest. Again, the model shows effects in that 

direction but still small in magnitude, of the order of 0.5-1.0% reduction nationally, although 

rather larger in the other UK countries, especially Scotland, where the sector is smaller 

anyway.  

Overall, the pattern of results suggests that the market would ‘capitalise’ the impacts, so 

imposing some reduction in the wealth of existing landlords (and homeowners), but without 

changing real behaviour very much thereafter. For example, private renting becomes more 

attractive to working households, but at the same time owner occupation becomes more 

affordable, so balancing out the effect. It should be emphasized, however, that the degree 

of intervention in this scenario is very mild.  

This policy option would apparently (according to Appendix F, row 9) have small/mixed 

impacts on poverty measures. Relative AHC poverty would be 1.3% worse, the MIS Gap 

would be 1.6% better, and combined poverty would be virtually unchanged (0.2%). The 

favourable impacts (i.e. reductions) on severe poverty, financial difficulty and housing need 

would apparently be slightly greater. We would also expect the benefits to be more 

apparent within the private rented sector, but somewhat surprisingly this is not the case. It 

is not quite clear why, but the issue of ‘capitalisation’ discussed earlier may play a part 

here. Reductions in poverty seem to be more noticeable in London (as expected) and in 

Scotland, with increases noted in the North and Wales. Non-working households, those 

with ill-health and disability, and middle aged/older households, seem to gain slightly more 

in terms of reduced poverty, with younger households losing out (‘as usual’, one is tempted 

to say – rent regulation is a classic policy which favours ‘insiders’ at the expense of 

‘outsiders’). However, most ethnic minorities gain a bit more than white households in terms 

of poverty reduction. Overall, this policy appears to offer limited gains, even though its fiscal 

cost is cheap (negative, in fact).  

Property Value Tax 

The next scenario considered in this section is the replacement of Council Tax by a 

proportional property value tax (T51). In this particular illustration of this scenario we gloss 

over all issues relating to the local government finance system, local spending levels, and 

‘equalisation’, and just test the impact of a uniform tax rate intended to raise a similar 

amount of total revenue.  The main ‘housing market’ issue concerns the impact on house 

prices from this change in the structure of taxation. We model this using a hybrid of two 
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approaches, but essentially this is another case of ‘capitalising’ expected future costs and 

gains. We would expect areas where house values are relatively high, like London, to see a 

reduction in prices, because the value-based property tax will take more in such areas than 

the Council Tax with its ‘flatter’ distribution. Conversely, regions like the North of England 

should see a rise in prices because their tax burden will be lightened.  

The model results more or less accord with this expectation, with prices falling by 4% in 

London, and 2% in the South, while rising by 3-4% in the Midlands and 3.5% in the North. 

Northern Ireland sees a larger fall (7.5%), perhaps reflecting the different existing system 

there (local rates). Wales and Scotland see relatively small changes. It might be argued that 

the magnitude of these impacts is on the low side, relative to expectations. Some 

proponents of property tax reform appear to regard it as a wonderful solution to many ills, 

for example the over-inflated general level of house prices, and from that point of view our 

simulation seems relatively disappointing – indeed, the overall average house price would 

rise slightly. It may be that our model is inadequate at fully capturing some of the fuller 

effects of a property value tax (which has both price and income effects, and effects 

through expectations). However, these results are similar to those obtained by Leishman et 

al in their study of property tax reform for JRF in 2013, using a somewhat different 

approach to estimation. 

Reductions in house prices in London and the South do improve conventional ‘affordability’, 

but only because we have not counted the offsetting increase in local tax payment. This 

also hints at the greatest barrier to implementation of this reform, which is the very steep 

rise in tax fills facing some lower income households in London.  While this instrument can 

be used to raise more revenue, in theory, to offset the cost of other measures, the political 

sensitivity of this tax, particularly in view of its impact on certain groups, rather militates 

against that.  

This is another policy with noticeable market impacts but which again has only relatively 

limited net impacts on headline poverty measures at national level (Appendix F, row 10). 

The three headline poverty measures would be marginally higher overall, but by less than 

1% in each case. However, the measure is primarily a redistributive one, so we would 

expect differences between groups and areas. Poverty would be reduced among social 

renters on at least five of the measures, whereas poverty would be increased for private 

renters on nearly all measures. Poverty would be reduced in Scotland, while increasing in 

Wales. However, the differences in poverty outcomes across English regions are not as 

expected, with a worsening on most measures in the North and improvements on a number 

of measures of London and the South as well as the Midlands. Poverty would rise for 

families, for one-worker households and the under-25s while falling for workless 

households, with mixed results across the ethnic groups.  

It is not quite clear why these impacts are not wholly as expected. However, it does seem 

that the policy is not entirely the panacea that some of its proponents might claim. The 

scenario identified  was intended to be fiscally neutral but in fact it is not quite so, because 

the tax rate is pitched a bit too low. An alternative run where it was pitched quite a bit higher 
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(at 0.65%) shows the potential of this mechanism to raise more revenue (in this case 

£8.25bn net fiscal contribution), which could be recycled into more effective poverty-

reducing measures.  

Rent Policies 

The first exploratory outputs of this set of models was created in an exercise, in late 2014, 

to explore different options for rent policy in the social rented sector. At the time the context 

was one where government appeared to be bent on pushing up social sector rents, through 

the ‘Affordable Rent’ programme and associated increases in rents on significant numbers 

of relets as well as new build. Therefore an option like ‘Living Rent’, although higher than 

the general rent formula agreed with government (CPI+1%), appeared to be an attractive 

compromise, because it raised some more money to support Housing Association 

development programmes whilst avoiding the worst impacts of ‘affordable rents’ on poverty 

and on the costs of HB/UC.  

Eight months later, the surprising announcement in the 2015 Summer Budget, that social 

sector rents in England were to go down in nominal terms for four years, completely 

changed the context and rendered the previous work seemingly obsolete. The Government 

had apparently decided that short term saving of money on welfare (and putting pressure 

on Housing Associations) took precedence over honouring previous agreements, providing 

a stable framework for the HA sector and its private finance partners, and enabling the 

sector to make a large contribution to financing future social and affordable housebuilding. 

It is difficult to judge what assumption we should make about future rent policy in the social 

sector, but we go, as a neutral baseline, for the status quo ante – CPI +1% after 2020.  

In this new context, the question becomes, what would happen if, instead of this cautious 

reversion to the previous model, social sector rents rose more in real terms We therefore 

ran the models for convergence on Living Rent  or Affordable Rent (post-2020), and looked 

at the impacts (Scenarios SR51 and SR52). However, it should be emphasized that we 

were only looking then at the impacts on poverty and on certain elements of public 

spending and revenues. This did not include calculations of the impact on the financial 

capacity of the housing association sector to sustain different levels of development at 

different subsidy rates in the future – an issue to which we return below.  

Appendix F, Row 11 shows that the Living Rent scenario in this new context would 

significantly increase poverty on certain measures (3.5% AHC, 11.5% ‘MIS Gap’) while 

costing the government  £3.2bn extra in UC payments by 2041. The adverse impacts on 

poverty are largely focussed on social renters (13.8% more AHC poverty for them), 

although there are some adverse impacts for private renters (e.g. £7.87 /week higher MIS 

Gap), partly because our private market rent model shows that private rents are influenced 

somewhat by social rents. Increases in poverty would be more notable in the North and 

Wales, with some easing in London. Families would be hit more, with relatively larger hits 

on working households and the under-25s.  
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The Affordable Rent scenario (SR52,  row 12 of Appendix F) has very similar effects, but 

larger in value: 5.3% higher AHC poverty, 24% higher MIS Gap, but with a bigger fiscal hit 

for the government of £7.4bn.   

Following discussion with the APS team, we subsequently developed a scenario linking the 

transition to Living Rents with the promotion of a high level of social housing supply funded 

internally and from borrowing by social landlords, based on their improved financial and 

business plans (SR74). The impacts of this scenario (Appendix F, Row 32) were mainly 

discussed in an earlier section. As with the Living Rent scenario SR51, this would increase 

a number of the poverty measures, particularly for social renters, while also apparently 

increasing fiscal costs by a significant amount (although there are some questions about 

this aspect of the model prediction).  

Local Housing Allowance 

Given the growth of the private rented sector and the significant risks of AHC poverty within 

it, the operation of the LHA (and its successor element within UC) is important.  Closer 

examination of the way that this had been programmed in the micro model indicated that 

the baseline scenario probably understates the extent to which support for housing costs in 

the PRS has already been, and would be further, weakened, if the measures instituted in 

2011 and 2013 were carried on indefinitely into the future. In particular, the eligible rents are 

now based on the 30th percentile of rents as they were in 2011 and this has only been 

increased slightly since then. If these eligible rent levels are not rebased, and then only 

indexed at a low level, below earnings, then the gap between eligible and actual rents will 

grow further to be of major significance. This problem with current policy was drawn 

attention to in a recent paper in Fiscal Studies (Crawford & Johnson 2015, p.280).  

Scenario PR52 ‘corrects’ the LHA calculation to fully reflect current policy and extrapolates 

this into the future without rebasing. The results as summarised in Table 1 (row 19) show 

the further worsening of poverty which would result by 2041, which would be 2.5% worse in 

AHC poverty, 4.6% worse on MIS Gap and 3.7% worse in combined poverty. Indeed, 

severe poverty would be 14% higher, while looking just at private renters who bear the 

entire brunt of this these four key indicators would be increased by 5.2%, 6.5%, 5.7% and 

20%. The impacts would be worst in London (AHC poverty) and in the Midlands (other 

indicators). Families (particularly lone parents) would be worst affected, along with under-25 

year olds. The Government however would gain a fiscal benefit of £7.9 bn by 2041 (0.36% 

of GDP), which again helps to explain why these measures have been instituted and may 

be maintained.  

Although this scenario has not been absorbed into the baseline, it is included in the 

combined negative scenario NS71, alias ‘Brexit and Austerity’.  

Migration and growth 

The importance of international migration has been dramatically underlined by the recent 

‘Brexit’ vote, which also showed how potentially controversial this issue is. International 
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migration is a major contributor to an unprecedented level of demographic growth affecting 

the housing market in England, particularly, over the last 1-2 decades (Bramley 2015). As 

illustrative scenarios we vary net international migration by +/- 100,000 pa net (which is 

about 20% of the gross inflow). This is not an extreme scenario, given that the latest annual  

figure (330,000) substantially exceeds our high variant, albeit this is for a sustained figure 

over an extended period.  

Background research on economic effects of migration 

There is an understanding, shared by economic commentators and lobbyists if not by all 

‘Brexit’ voters, that international migration has a two-way relationship with economic growth. 

On the one hand, higher migration enables higher growth by increasing labour supply, both 

generally and in particular skill shortage areas, while also adding to aggregate demand. On 

the other hand, higher economic growth increases the attraction of UK as a destination for 

migrants with greater job opportunities. Therefore, our high/low migration scenarios are 

accompanied by associated assumptions of higher/lower economic growth (see note to 

Figure 15). Migration is a complex outcome of many factors, affecting different flows, many 

of which are not readily subject to policy influence or control.  

The exact balance between these effects is not entirely clear from recent literature on the 

economics of migration affecting the UK. Portes (2016) summed up recent British literature 

on the labour market impacts of migration by stating that, to the surprise of many 

economists, there did not appear to have been an impact of post-2004 EU migration on 

native employment, and only a marginal impact on wages (see also Clarke 2016a). This 

may reflect a degree of segmentation in labour markets (i.e. migrants taking jobs in sectors 

and of types which would not, for various reasons, be seen as suitable by unemployed 

British residents). The Migration Advisory Committee (MAC) (2012) report reviewed 

previous studies and conducted updated analysis itself, concluding that migration increased 

earnings at the top of the distribution while reducing them somewhat at the bottom, and that 

there was a negative impact of non-EU migration on native employment (at a rate of -23 per 

100 working age migrants), particularly in economic downturns.  This study also 

acknowledged the difficulties in drawing conclusive causal inference from these analyses. 

Similarly, it was argued that the net fiscal contribution of migrants was positive, at least 

initially, although in the longer term the balance was more even and less positive for some 

(longer standing non-EEA) migrant groups (Dustmann & Frattini 2011).  

In the light of this background literature and debate, we approach the topic with caution but 

make the presumption that a high migration scenario will be accompanied by a higher level 

of economic growth, and vice versa. The exact magnitude of these growth corollaries are 

uncertain, debateable, and probably dependent upon the mix of migration involved and the 

wider European and world economic situation. This associated growth assumption will have 

the effect of muting, if not completely eliminating, impacts through the labour market, while 

leaving the housing market impacts still in place (or possibly reinforced). It should also be 

emphasized that our migration scenarios are crude in the sense of being uniformly applied 

in terms of destination localities and origins/ethnicities. 
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Higher migration and growth 

Figure 15 shows the effect on household growth of our higher net migration and growth 

scenario (M53). Comparison with Figures 2, 11 and 13 puts this in some perspective. 

Increased net migration would undoubtedly increase household growth but by moderate 

amounts  (11% on average). This may be affected by the context of relatively tight housing 

supply, especially in southern England, confirmed by the higher increases seen in North, 

Midlands, Scotland and Wales in some periods (rather similar to what happened following 

A8 accession in 2004).  

Figure 15: Change in household growth by broad region and country under high 

international net migration scenario (percentage difference from baseline) 

 
Note: ‘high’ equals +100,000 pa net migration, i.e. 265k vs 165k. This scenario includes an 

increment to GVA growth related to the increment in working age population resulting from the 

additional international migration 

There would be basically two kinds of effects, a tighter housing market and more 

supply/competition in the labour market. Thus, despite the assumed corresponding rise in 

output, we would see higher unemployment (12-20%, or 0.5-0.9% points higher), slightly 

lower household incomes (-1 to -2%), higher house prices (2-2.4%) but marginally lower 

rents (around -0.5%). The resulting effect on affordability to buy is a worsening by 3-5%, or 

5-13% in London. As usual, the effect on rental affordability is smaller (-1%). There would 

be a modest further shift towards private renting, up to 5% in London but more like 1-2% 

overall. Housing need measures would increase and social lettings turnover fall, leading to 

a 20% deterioration in the chances of a household in need gaining access to social 

housing, with a bigger effect in London, the South and Midlands. This points to one of the 

sensitive areas of social policy involved in the immigration debate.  

So far as poverty is concerned, the impact on relative low income would be modest (up 

1.5%), but there would be a larger impact on the MIS measures (with their fixed base, 9% 

up), on material deprivation, combined poverty (7-8% up) and severe poverty (up 13%), 

financial difficulty (4%) and housing need (11%). The severe poverty finding may be related 
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to parallel work on destitution (Fitzpatrick et al 2016), which shows that recent migrants can 

be at significant risk of this, while the housing need effects have already been pointed out. 

The tenure breakdown suggests that the adverse impacts of higher migration would be 

mainly in private renting (including obviously poverty experienced by migrants themselves). 

Across regions, the largest adverse impact on AHC poverty would be in the North, followed 

by the South and Wales, but on most other indicators including MIS, combined poverty, 

financial difficulty, housing need and kids in workless households, the larger adverse 

impacts would be in London. Working age and family households would see more 

deterioration, as would under-25s, while older households and those in poor health/disabled 

would see improvements. There would be no systematic difference in impacts between 

white and minority ethnic groups overall 

Lower Migration and Growth 

Broadly, lower international migration and growth would tend to have mirror image effects 

(M51). As explained in the earlier section, these impacts reflect the situation in both housing 

and labour markets. These findings bear comparison with recent suggested impacts in 

Clarke (2016a).  

Appendix F suggests that the net fiscal impact of higher migration would be higher 

expenditure/less revenue per household,  and vice versa, and quite sizeable in scale. This 

finding, which has been modified to allow for changes in the number of households as well 

as their characteristics, is still only a partial measure (based on UC, income tax and NI 

contributions, Council Tax & CTB) – it does not take account of the full range of tax revenue 

and service expenditure changes associated with the combination of demographic and 

economic changes embodied in this scenario.  

Brexit 

Another scenario recently added to the portfolio is ‘Brexit’ (E72). It seems inescapable that 

we should include some view of the potential implications of Brexit within the set of 

scenarios considered. Obviously there are a host of uncertainties here, but on the direction 

and magnitude of certain important economic and demographic factors there is a 

reasonable basis for making assumptions and exploring their effects.  

With regard to economic impacts, there was a cluster of studies by the major official and 

most reputable academic-based economic forecasting organisations in the run-up to the 

referendum, including H M Treasury, NIESR, CEP (LSE), OECD and IFS. We take from 

these (as helpfully reviewed in National Institute Economic Review, May 2016) mid-point 

estimates of two magnitudes, the ‘short term’ (2 year) and longer term (14 year, i.e. 2030) 

estimates of impact on GDP, namely -3.6% and -5.6%, and work these into the SRHMM 

trajectory for GDP. We also include these organisation’s estimates of the net fiscal saving 

from no longer making EU budgetary contributions.  
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The other key related factor is international migration. In our Brexit scenario we assume a 

lower level of migration than in our baseline, essentially 100,000 net inward migration 

longer term rather than the 165,000 in our baseline. However, with recent actual rates 

running as high as 330,000, some might see this as unrealistically low, given that the EU 

component of net migration is only of the order of 100,000, although it is higher than our 

‘low migration’ option reviewed above. 

Some proponents of Brexit have claimed that this is likely to improve housing affordability. 

However, on the medium and longer term horizons of our model this is not really the case in 

scenario E72. The improvement in affordability is marginal (under 1%) for both owning and 

renting at national level in 2031. There is a rather greater improvement in London (7%) with 

small gains in the South and Scotland, but overall not much change. Prices and rents would 

be lower but so also would incomes be, by a similar amount, while unemployment would be 

markedly higher (30% or 2.3% points higher in 2031, 50% higher in 2041). The share of 

private renting would be only marginally lower, implying little increase in home-ownership. 

The chances of a household in need gaining access to social housing would be lower by 

about 12% in 2031 and 17% in 2041  

It is possible that a more elaborated version of this scenario, entailing a bigger clampdown 

on Buy to Let, and a bigger hit on London’s financial sector, might increase these impacts, 

particularly in London.  

This Brexit scenario would generally worsen all of the poverty measures in the longer term 

(2041), by moderate amounts. The impacts on relative low income would be less than 1%, 

about 1-2% on the MIS indicators, but 6-8% worse on combined or severe poverty, housing 

need or children in workless families. In relative terms, owners, people in the south and 

older households would do better/less badly (‘surprise surprise!’). The public finances would 

be worse to the tune of £5.6bn, even after allowing for (much disputed) EU contribution 

saving.  

These Brexit impacts (E72) are incorporated into a broader composite negative scenario 

(NS71) reported later. 

Regional Growth 

In interactions with the APS team and advisers, considerable interest was shown in the 

issue of regional divergence or convergence of economic performance. Commentaries on 

the outcome of the EU Referendum have served to highlight concerns about growing 

regional disparities and the situation in parts of the UK which appear to be being ‘left 

behind’. These areas may also be bearing the brunt of ‘austerity’, certainly in terms of local 

government cuts (Hastings et al 2015) and also in terms of the impacts of reform of welfare 

benefits system (Beattie & Fothergill 2015). The former highlight that the most deprived 

local authorities (mainly in the North) have seen cuts in service spending of £180 per head 

greater than the least deprived (mainly affluent southern areas) over the period 2010-15. 

The latter discuss post-2015 welfare reforms adding up to £13bn cuts in benefits (on top of 
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£14bn between 2010 and 2015) with differences of £420 per working age adult between the 

most deprived northern towns and the most affluent southern districts. Taking account of 

multiplier effects – which will be high because the poor cannot afford to save – the 

combined negative impact of these austerity policies will be to further depress these already 

lagging regional economies. The Centre for Cities (2016) in its Cities Outlook 2016 

highlights the difference between ‘high wage low welfare’ cities (London, Reading, 

Cambridge, Aberdeen, Milton Keynes) where residents earn £500-650 /week and the 

welfare bill is £2500 /year per capita, and ‘low wage high welfare’ cities like Hull, Blackpool, 

Sunderland or Liverpool where wages are £400-450 /week and welfare costs are around 

£4,000 /year.  

So the motivation for a strategy to rebalance economic growth between the regions is clear. 

While regional economic policy has been relatively absent, or left to the EU, in recent 

decades, the current government has begun to develop a policy through city deals of 

promoting city-region growth initiatives. However, whether policy instruments can be 

developed and supported on the requisite scale to turn around these disparities in growth 

performance is a moot point, and it is not the business of this study to examine or argue for 

exactly what those instruments should be or on what scale they would need to be deployed. 

Nevertheless, we can say that they would be likely to include infrastructure spending, for 

example on transport and communications, research and development, education and 

training, policies on the location of national public sector activities, and possibly differential 

fiscal incentives for private investment.  

The baseline assumption is that economic growth at sub-regional level is based roughly 

equally on past local growth (1997-2007 being the base period) and on an assumed 

national growth rate, also similar to the past, with a similar set of assumptions about 

subregional productivity growth. For the regional convergence scenario we (a) raise the 

weighting on the national growth parameter to 0.9 while (b) raising the level of the national 

parameter from 2.3 to 2.9. This has the effect of tending to level the regional growth rates 

upwards while still leaving some differences. Whereas previously we had a national growth 

rate of 2.5% (2016-41) and a regional range from 1.25% (Wales) and 1.86% (North East) to 

2.82% (G London), we now have a national rate of 2.64% and a range from 2.43% (Wales) 

and  2.53% ( N E) to 2.69% (G London). The only regions to have lower growth in this 

scenario are G London (-0.13%) and the South East (-0.02%).  

Reviewing the standard outputs for this scenario (R72), we find that there would be a 

significant change in the patterns of household growth between regions (Figure 16). 

London’s growth would be markedly less (by c.20%) while North, Midlands and Wales 

would see up to 10% higher growth. This further underlines the point that household growth 

projections should not be treated as wholly automous demographic phenomena. 
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Figure 16: Impact of Upward Convergence of regional economic growth rates on 

Household Growth by broad region and country (percentage difference from baseline) 

 

 

At national level the affordability indicators do not appear to change much, based on 

national average values, although there is a positive improvement in rehousing chances. 

However, this disguises a very big regional shift, with affordability to buy rising by 28-33% in 

London, 5-11% in N Ireland and 6-8% across the South, while falling by 6-10% in the North 

and 1-13% in Wales. This could be seen as bringing greater balance and equity to the 

housing market. The poverty indicators mainly fall, particularly combined poverty (-4.5%), 

severe poverty (-8%), housing need (-6%) and children in workless households (-7%).. 

Relative income poverty AHC is fairly static overall but falls by 13% in N Ireland, with other 

poverty measures also falling sharply for N Ireland. The fiscal impacts are also relatively 

modest, with a £4.2bn increase in net spending.  

However, outputs within the SRHMM model underline the dramatic improvement in 

employment and income prospects for a number of broad regions under this scenario 

(Table 2). The largest gainers tend to be Northern Ireland, Wales and then the North, 

followed by Scotland and the Midlands. In the regions which  benefit most, unemployment 

could be reduced by half or more in the medium term. Unemployment rises at first in 

London and the South, but then comes back down again. Most regions see increases in 

household incomes, of the order of 10% or more in N Ireland and Wales by the end of the 

period. The penalty paid by London, in terms of household income, is relatively slight and 

fades over time.  

In more detail, the impact on employment rates of working age adults tend to be larger (by 

2-3 times) than the impact on unemployment rates. For example, in the North East, the 

unemployment rate falls by 2.7% points while the employment rate rises by 5.8% points; for 

Wales the figures are 3.4% and 9.3% points, while for Northern Ireland they are 3.2% and 

11.6% points. For UK as a whole the effects are 1.8% and 4.2% points. (employment rates 

here count any employment, full or part time or self employed, equally).  
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Table 2: Impacts of Regional Convergence Scenario on Unemployment and Incomes 

 
Unemployment Rates 

 

Household Income £k 
pa 

@2006 
prices 

Broad Region & 
Country 2021 2031 2041 2021 2031 2041 

North -11.1% -38.2% -53.9% 1.0% 5.3% 5.8% 

Midlands 0.6% -23.1% -40.7% -0.4% 2.5% 3.4% 

South 19.7% 3.3% -12.9% -1.8% -0.7% 0.1% 

London 28.4% 9.5% -6.4% -2.4% -1.7% -0.5% 

Wales -21.6% -59.2% -74.2% 3.1% 8.9% 10.5% 

Scotland -3.6% -35.7% -57.1% -0.3% 2.8% 4.4% 

Northern Ireland -18.7% -50.5% -72.6% 2.5% 9.5% 13.2% 

       England 2.7% -20.6% -37.4% -0.6% 1.9% 2.7% 

UK  1.0% -24.0% -41.6% -0.3% 2.5% 3.4% 

 

Table 3 looks at the impacts of this scenario on income inequality. Again, the impacts are 

relatively modest, in terms of stemming the potential increase in inequality, with reductions 

in Gini values of only 1% in 2041, and reductions of up to 4% in percentile ratio measures.  

Table 3: Impacts of Regional Convergence Scenario on Income Inequality 

Years Gini Gini 
90/10 
ratio 

90/10 
ratio 

10/50 
ratio 

10/50 
ratio 

  BHC inc AHC inc BHC inc AHC Inc BHC inc AHC Inc 

2011 0.202 0.233 3.81 4.93 0.52 0.43 

2021 0.236 0.271 4.63 6.64 0.47 0.36 

2041 0.275 0.319 5.40 8.62 0.47 0.33 

% change 11-21 17% 16% 21% 35% -11% -17% 

% change 21-41 16% 18% 17% 30% 1% -6% 

% difference 2021 0% 0% -1% 1% 0% -1% 

% difference 2041 -1% -1% -4% -3% 2% 1% 

Regional Convergence 
      

While this scenario does not constitute a blueprint for how to achieve such a regional 

growth pattern, it does suggest that there is spare capacity and resources to grow the 

regional economies, and that the benefits in terms of reduction of poverty and 

underemployment would be substantial.  

Work 

It is very commonly argued, not least by the present government but also by previous 

administrations, that work is the best route out of poverty. A range of initiatives have been 

taken over the years to encourage more people who are without work and reliant upon out 

of work benefits to take up work. Such a strategy is generally referred to as a ‘supply side’ 

approach, which assumes that there are jobs out there, potentially, for people to take up. It 

may involve a mixture of ‘sticks’ and ‘carrots’, as well as specific services or programmes 
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targeted at the relevant groups, for example the current ‘Work Programme’ and its 

predecessors. In addition, a major part of the thinking behind the major welfare reform that 

is Universal Credit is to reduce the barriers to and increase the incentives for entering work 

for those currently out of work, short or long term. For example this is supposed to remove 

situations of very high marginal rates of tax and benefit withdrawal facing some potential 

job-seekers, while also simplifying and automating the updating of claims and reducing the 

potential inconsistencies between different benefits. Whether UC as actually implemented, 

and incorporating cuts announced in 2015 (particularly to work allowances), does in fact 

offer such a great improvement on the previous system is a moot point.  

Some scenarios already discussed, particularly that for regional economic convergence, 

also aim at reducing unemployment rates, but through more of a demand side approach. 

Such changes can be represented in the micro model by changing the weights (e.g. 

increasing weight on employed households, and vice versa). However, to get a more 

refined analysis of the potential for changes in employment, particularly in response to 

supply side measures, it is desirable, as in the case of housing tenure, to actually reallocate 

individuals with particular combinations of characteristics in the micro model. In particular, 

we want to explore the scope for groups of people who face particular incentives and 

opportunities to benefit from moving into work, and the effects on poverty outcomes if 

significant numbers do respond to those incentives/opportunities. 

It is not claimed that the models used in this study are an ideal way of investigating 

potential behavioural changes of this kind. Dynamic microsimulation models, informed by 

economic theory and sophisticated econometric modelling, may give a better handle on the 

extent of likely behavioural responses (the NIESR LINDA model is one such example). 

There is also a role for qualitative research exploring the motivation of the relevant groups. 

Nevertheless, we have undertaken a limited experimental modelling of the tendency for 

number of workers to increase between waves in our base micro dataset, UKHLS.  We 

have also attempted to measure the effective financial incentive position of different 

households in the survey, under current benefits and under UC, through simulating a 

specific increase in work income and tracing the change in net income. Based on these 

exercises, the purpose of our model is essentially to answer the following ‘what if?’ 

question: what if a plausible proportion of the people who face a positive incentive to work 

in terms of marginal income gains, and who are not affected by various constraints (such as 

being a student, or disabled, or having very young children) did actually get into work, over 

a finite time period? What would be the effects on poverty outcomes?  

We have identified households where there is an apparent incentive to increase earned 

income, at various thresholds, simply by running the model in baseline and then again with 

an increment of earned income, saving the results and seeing who retains different  

proportions of the increment in their net income. We then flag a randomly-selected 

proportion (say, half) of working age households with no-one in work who could expect to 

retain at least 30% of extra income and who are not students or long term sick/disabled, 

and assume that they take up work full time at the ‘national living wage’. A variant version is 

created based on the predictive model from the analysis of UKHLS data.  We perform a 
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similar exercise for households who are working but with a relatively low number of hours, 

and test an option where they increase their hours, say by 16 at the same wage.  

Scenario W51 applies the first of these options, with results summarised in row 13 of 

Appendix F. This scenario, if achievable, would have quite positive results in terms of 

reduction of poverty, with 0.2% less AHC poverty,16% lower MIS Gap and 2.4% less 

combined poverty. There would also be 14% less children in workless households. The 

gainers would be mainly in the private rented sector, with larger gains (in terms of MIS and 

material deprivation) in London and for families and the under-25s. This scenario would 

also offer a sizeable fiscal benefit of around £11.7bn (0.54% of GDP), thanks mainly to 

higher tax and NI receipts.  

Scenario W52 focusses on increasing hours worked for households with heads working 

part time. Here the impacts are also positive, in some cases smaller in scale but in other 

cases similar (0.7% less AHC poverty, 7% smaller MIS Gap, 2.8% less combined poverty). 

This time the beneficiaries are more in owner occupation, Scotland, and working age non-

family households. The fiscal benefit appears to be surprisingly large, however (£26bn, 

1.53% of GDP) – presumably the extra hours quickly get people into the tax/NIC-paying 

income range.  

The results of these tests suggest strongly that it is very worthwhile to try to get heads of 

workless households into full-time work, and also to strive to increase hours of existing 

working households. This assumes that work is available, with relatively low unemployment 

rates overall, which is broadly true of our baseline scenario in 2041, although not 

necessarily in all regions. However, it should be emphasized that these are measures of 

potential rather than proven impacts of particular supply side measures or policy settings. It 

is not clear that Universal Credit on its own, together with the existing JobCentre Plus 

service and Work Programme, would deliver this. What is more plausible is that, if taken in 

conjunction with measures like those relating to child care plus demand side ‘regional 

growth’, as part of a broader package, this would be a more realistically achievable level of 

impact.  

Pay 

While work may be the, or a, route out of poverty for many people, this is not universally the 

case, and indeed there is concern that ‘in-work poverty’ is a growing part of the national 

(and international) picture (Lansley & Mack 2015, Standing 2011, Stiglitz, 2012, Corlett et al 

2016). This suggests that the strategy should include a significant element of trying to raise 

pay levels at the bottom of the distribution. This focuses attention on the National Minimum 

Wage (NMW) and on George Osborne’s 2015 announcement of a National Living Wage, 

not to be confused with the Full Living Wage proposed by the Living Wage Foundation. As 

the debates about these measures and the detailed differences between them illustrate, the 

impact of such approaches depends upon not just the level set for the hourly minimum 

wage, but also which groups it applies to, with what variation by age or region and what 
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exemptions, on the level and vigour of enforcement, and critically for our purposes on the 

way it is indexed or enabled to rise over time in the future.  

Our baseline as currently set up does not implement either version of the living wage, 

neither the George Osborne ‘National Living Wage’ (NLW) announced in July 2015, nor the 

fuller version which has been campaigned for. This means that we can look at the impact of 

each of these separately, and compare them. While in common with other scenarios 

discussed in this part of the report, our modelling is based mainly on the micro analysis of 

UKHLS, we have also adjusted baseline output from the SRHMM to allow for an estimate of 

the impact of the NLW or the FLW on economic growth and employment.  

National Living Wage 

A reasonable basis for judging the scale of macro-economic impacts of the NLW is found in 

the Office of Budget Responsibility (OBR) assessment contained within their Economic and 

Fiscal Outlook of July 2015 (Annex B). Comparisons may also be made with d’Arcy & Finch 

(2016). The key conclusion from this analysis was that, when the ‘National Living Wage 

Supplement’ was implemented by 2020, it would have a negative impact on total economic 

activity (GDP) of -0.1%. We include this level of impact, phased over the period 2016-2020, 

in a revised version of this scenario (W73, supplanting W53). The same logic is extended to 

the ‘Full Living Wage’ option (W74, supplanting W54), which has additional impacts (a) in 

London, where the rate is higher, (b) by including under-25s, and (c) by being linked (in our 

scenario) with positive indexation post-2021, as part of a strategy of trying to raise the 

general level of earnings at the bottom of the scale . These revised scenarios also include 

some technical changes in the modelling, including revised estimates of the level of NLW at 

2020, and changes in the baseline scenario.  

Although the economic impacts are modelled in the SRHMM part of the model, the impacts 

on variables like income and employment are generally very marginal. In the revised 

scenarios, the impacts on poverty outcomes are generally slightly greater than those 

previously presented. The NLW (as announced in 2015, scenario W73, row 34 in Appendix 

F) would see a 2.5% reduction in relative AHC poverty, an 8.5% reduction in the MIS Gap, 

and a 3.7% reduction in combined poverty, at the target year of 2041. Reductions in poverty 

would mainly benefit renters and would be more substantial in Wales and Scotland, with 

working age households mainly benefitting. The net fiscal impact is positive (a reduction in 

expenditure /increase in tax/NI receipts) and larger in scale than in previous estimates 

(£11.6bn, or 0.53% of GDP).  

It is interesting, and something of a turnaround, that a Conservative Chancellor should 

introduce a measure such as this. However, it is clear that the fiscal impact was a major 

part of the motivation, given the strategy of deficit reduction which was in place in 2015. To 

put the point slightly differently, why should a hard-nosed chancellor subsidise employers 

who were skimping on pay through tax credits? While this might make the significant 

poverty-reduction consequences a secondary bonus, this provides further evidence that, in 
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the search for an achievable package of anti-poverty measures, careful attention should be 

given to measures which also offer fiscal savings. 

Full Living Wage and Positive Indexation 

The Full Living Wage option, combined with positive indexing of this wage floor (at 1% pa 

above the rise in median earnings) after 2020, also shows larger impacts in the revised 

model scenario (W74, row 35 in Appendix F). Relative income poverty AHC would be 6.4% 

lower, and combined poverty 4% lower, but the MIS Gap would be reduced by 13.5%. 

These gains would be mainly felt by renters and working age households, particularly in 

social renting, with the largest impacts in the Midlands. This scenario has one of the larger 

impacts on fiscal balance, reducing net public spending by £23.7bn in 2041, which is more 

than 1% of GDP. The impacts on inequality are shown in Table 4 below. 

Table 4: Impact of Full Living Wage and Positive Indexation on Inequality Measures 

Years Gini Gini 
90/10 
ratio 90/10 ratio 10/50 ratio 10/50 ratio 

  BHC inc AHC inc BHC inc AHC Inc BHC inc AHC Inc 

2011 0.202 0.233 3.81 4.93 0.52 0.43 

2021 0.234 0.268 4.54 6.41 0.48 0.37 

2041 0.272 0.314 5.30 7.99 0.48 0.36 

% change 11-21 16% 15% 19% 30% -9% -15% 

% change 21-41 16% 17% 17% 24% 1% -3% 

% difference 
2021 -1% -1% -3% -3% 2% 2% 
% difference 
2041 -2% -2% -6% -10% 4% 8% 

New Full Living Wage + +ve indexation test 
     

Inequality would still continue to increase, even after the implementation of this option. 

However, inequality would be slightly lower in 2021 and 2041 than it would have been in the 

absence of either Living Wage option. However the magnitude of these differences are 

quite small, around 2% in terms of Gini or up to 10% in terms of percentile ratios of  AHC 

income.  

Measures to improve the minimum wage up to the Full Living Wage standard, reinforced by 

positive indexation, clearly have strong appeal as part of the overall anti-poverty strategy. 

By making employers pay people at the bottom more, poverty is reduced significantly for 

certain groups and at the same time the Government’s financial position is substantially 

improved, a form of ‘win-win’. In the context of the APS, this is a natural candidate to 

combine with other measures, such as reversing UC cuts or even raising rates further, 

which have positive cost but which may do more to reduce poverty, as well as reaching 

groups not much helped by the FLW itself. The strategy depends on the judgement that 

economic growth and job-generation would not be much adversely affected (as is implied 

by the level of impacts we have taken from the OBR study in our simulation). Evidence on 
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the impacts of the previous introduction of the Minimum Wage tended to suggest that this 

had not much dented growth or job-generation, if at all (Metcalf 2007, d’Arcy & Finch 2016). 

The broader economic literature on minimum wages tends to argue that these may have 

negative effects on employment for low-skilled and young workers, although these effects 

tend to be small or, according to some research, non-existent (Neumark 2015, Card & 

Krueger 1994, Lee & Saez 2008). Currently some economists argue that a higher minimum 

wage would actually stimulate employers to invest more and thereby raise productivity, a 

major challenge for the UK economy at the present time (see Goodwin & Beck, 2016, pp. 

45-46 and Disney et al 2013). It may also be argued that both a higher minimum wage and 

better enforcement of it would help to overcome some of the objections people have had to 

migration and the free movement of labour in the EU (although too late to influence the 

outcome of the Referendum!) (Clarke 2016a). 

Gender Pay Gap  

We have also looked at two options for progressively improving the relative and absolute 

pay levels of particular (and overlapping) demographic groups – women and part-time 

workers. The gender pay gap is estimated to be around 20%, which implies that a 

progressive relative improvement of +0.7% per year would close the gap over 25 years, i.e. 

by 2041. This is implemented through a special enhanced indexation factor for households 

with a female ‘head’ (strictly ‘HIH’, head of household defined with reference to being the 

highest income earner) (scenario W56/77). A similar procedure is followed where the HIH is 

part-time (W57). This approach is simple to implement in the household-based micro-

simulation but may understate the gains for households where the second earner is female 

and/or part-time, but of course relatively few of these cases will be in poverty.  

However, again there is a case for modifying this to take account of potentially negative 

impacts of this rise in labour costs on general economic growth, in the same way which we 

have now done for the living wage proposals. We apply essentially the same logic and 

magnitude assumed in relation to the positive indexing of the Living Wage floor post-2020 

in the Full Living Wage scenario, allowing for the larger share of the labour force affected 

(Scenario W77, supplanting W56).  Secondly, we also allow in the computation of fiscal 

impacts for the substantial impact on public service pay costs (assuming that female 

workers account for 40% of the pay bill and the gender gap is of the same magnitude as in 

the overall labour force). This latter adjustment reduces what would otherwise be a 

favourable fiscal impact of £35bn by just over £20bn, leaving a net saving of £14.6bn.  

Closing the gender pay gap, in particular, would have a substantial impact on poverty, 

reflecting the fact that female-headed households are more often poor. As can be seen 

from Appendix F (row 38, scenario W77), the reduction in relative poverty AHC would be --

3.6%  but the impact on both MIS Gap and combined poverty would be quite large at -8.6% 

and -9.5% respectively. The benefits would be greatest in the rented sectors and for 

families. These impacts are after allowing for the modest negative impact on economic 

growth and job demand.   
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The strategy to raise part- time pay, by a similar amount (+0.7% pa, W57) has a smaller 

impact on poverty, with no reduction in relative AHC poverty and 2.5% fall in the MIS Gap. 

The fiscal bonus is rather modest also, at just under 4.5bn (0.21% of GDP), before allowing 

for any offsetting increase in public service pay costs. The former impacts may be 

understated, as noted above.  

Benefits 

Reversing Cuts in Universal Credit 

Most poor households rely upon state benefits as their main source of income, or as an 

important supplement to inadequate incomes from work or pensions. Therefore, the most 

simple and direct route to reducing poverty would be to increase the rates of, or eligibility 

for, income-related benefits or categorical benefits targeted on groups at high risk of 

poverty (e.g. long term sick). However, such a strategy conflicts directly with a strategy of 

fiscal austerity and deficit reduction, and may conflict to some extent with a strategy of 

promoting work as a route out of poverty, if it reduces incentives. 

Cuts in Tax Credits and in Universal Credit were very much in the news, following the 2015 

Summer Budget. It is therefore natural to consider an option of reversing these cuts, to get 

a feel for the order of magnitude of the impacts on poverty as well as on fiscal costs. 

Scenario UC51 reverses the cuts in UC rates and work allowances and the benefit cap, but 

does not change the indexation, including the reductions over the period 2016-20 (scenario 

UC53 addresses indexation). No changes in the housing or labour market outcomes (i.e. 

changes in SRHMM outputs), nor changes in work incentives or participation, are 

considered in this scenario.  

Row 15 in Appendix F summarises the impact of such a reversal. It shows that this would 

reduce AHC poverty by 1.9% and combined poverty by 1.7%, with a negligible impact on  

MIS Gap. Of the other indicators, severe poverty shows the sharpest reduction (-8.6%). The 

beneficiaries are mainly private renters, particularly in London and the South, families 

(especially lone parents), one-worker households, people with both disabilities and poor 

health, and Black minority households. This scenario would increase fiscal costs of UC by 

around £2.9bn in 2041 (at 2011 prices, equivalent to 0.13% of GDP).  

This scenario could be refined by altering the indexation, particularly from 2014-2020, 

although this would increase costs. We could revisit the incentives and potential moves into 

work under the more generous scheme. We can also test increasing the UC rates and/or 

work allowances further (e.g. as in some ‘favourable combined’ scenarios considered 

below). Overall, while this scenario or variants around it might claim to be a worthwhile part 

of a package to reduce poverty, it comes at some cost and might therefore be best 

combined in a composite package with other measures which increased revenue or 

reduced other costs to compensate . Within certain combined packages, reported below 

(FC71-3), we include increases in the basic UC rates and work allowances alongside other 

measures. 
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Universal Credit Taper 

We have also looked specifically at the Universal Credit ‘taper’, testing an option of 

reducing this from 65% to 50% of net additional earnings/income (UC54, row 21 in 

Appendix F). This would give a moderate reduction in relative poverty (-2.1%) and in 

combined poverty (-1.4%), with apparently no impact on MIS Gap. The benefits would be 

felt more in the private rented sector, in London and the Midlands, and by families. The 

extra cost would be around £4bn (0.18% of GDP) by 2041.   

Benefit Take-Up 

Another line of approach to Universal Credit (which will be the main means tested benefit  

in the future) is to try to reduce the level of non-takeup. Baseline levels of non-takeup 

comparable to those associated with existing comparable benefits are applied randomly to 

groups at greater risk of non-takeup. In scenario UC52 we halve the incidence of these, 

with results summarised in Row 16 of Appendix F. The summary impacts on poverty 

measures appear to suggest that this scenario would make little difference to poverty 

overall. Within that general picture, marginal beneficiary groups would include owners, older 

and working age nonfamily households, and larger multi-adult households. There would 

however be a net fiscal cost of £1.7bn. These rather negative findings suggest that non-

takeup (as modelled) is correlated with not being below the thresholds of poverty; or, to put 

the point another way, non-takeup is most common for people with only a partial or 

marginal entitlement to benefit, who are less likely to be poor.  

Indexation  

The whole issue of indexation is an important one, particularly when forecasting into the 

medium and longer term future as we are here. We do not present a comprehensive 

treatment of this here but primarily use one alternative scenario to illustrate its importance. 

Other possible indexation issues are mentioned more briefly.  

Scenario UC53 is intended to represent a more progressive approach to tackling poverty by 

indexing both working age benefits and low earnings by 1% pa higher each year. That 

would bring benefits up to the growth rate of median earnings (rather than 1% below) and 

low earnings up to 1% above median earnings (rather than the same as median earnings)6.  

The results are summarised in row 20 of Appendix F7. This has only a small impact on 

relative low income poverty AHC (-0.4%) but a very much larger impact on the MIS Gap (-

26%), which has a fixed absolute base, and quite a significant impact also on combined 

poverty (-5.3%). Social renters would be larger beneficiaries on the AHC measure but 

private renters would benefit more on the other two measures. Scotland and London would 

see the largest improvements, with N Ireland also benefitting a lot on the latter two 

                                                           
6
 This implies that this scenario is overlapping with W74 

7
 For this indexing scenario, unlike the treatment of the Full Living Wage and Gender Pay Gap, we do not attempt to 

estimate any macro economic feedback effect on total GDP or employment. However, judging by those scenarios, this 
would not be expected to make a large difference.  
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measures. This policy would benefit  working age non-family households much more, and 

families least, with gains concentrated on the middle aged group, although the MIS gap 

measure shows larger improvements for lone parents and younger households. This policy 

would also show quite large fiscal benefits, worth £11.7bn by 2041 (0.54% of GDP), 

although this includes an allowance for higher Council Tax resulting from the application of 

the enhanced indexing to this as well.  

Other indexing issues which we have not paid detailed attention to include the treatment of 

pensions and benefits for the retirement age group, and tax allowances, all of which provide 

significant opportunities for ‘revenue raising’ without necessarily impacting that adversely 

on poverty.  

Family 

The last broad category of policy measures examined in this modelling study is what may 

be loosely termed ‘Family Policy’, although it is by no means a comprehensive coverage of 

all that might come under that rubric. Two aspects are looked at specifically, first the issue 

of family stability vs breakup and its implications for household formation and composition, 

and second the issue of childcare systems and financing, particularly in the ‘early years’, 

with its significant implications for parental labour force participation. The former is a topic 

on the margins of what might be regarded as a legitimate or plausible focus of public 

policies, whereas the latter has been the focus of significant recent policy interest and 

competing policy offerings to the voters by political parties.  

Relationship breakdown 

The first scenario we can report (D73) concerns the impact of a modest reduction (-10%) in 

the rate of relationship breakdown (marital and cohabitation) across the country. It is difficult 

to say how realistic such a scenario might be and how far it might be brought about by 

policies or services, for example counselling and mediation services, as opposed to arising 

from broader social and cultural trends. The SRHMM enables us to trace its effects on 

demographic numbers and structures, and on the housing market, while the micro-

simulation looks at impacts on poverty measures.  

There are considerable geographical variations in the incidence of relationship breakdown, 

based on data from UKHLS mapped onto our sub-regional areas. These are then reflected 

in the varying impacts seen below. The impacts on household growth of this level of change 

are generally quite low (-0.2% UK-wide in period 2037-41), but rather higher in Wales (-

0.4%) and Scotland (-0.3%), with relatively lower impact in the South and London. This 

evidence suggests that this phenomenon is no ‘magic bullet’ to reduce the household 

growth projections which underpin new housing requirements. 

This scenario would have a number of modest impacts on other variables in the model. 

Social relets would be reduced, by about 2% in England by 2041. Household incomes 



71 
 

would be slightly higher (0.4% in 2041), contributing to marginally improved affordability to 

buy (0.3%) and slightly greater improvement in rental affordability (1.4%).  

The impacts on poverty (summarized in Appendix F, row 33) are generally favourable but 

on a modest scale, with no impact on AHC poverty but some reductions in MIS Gap (-3.1%) 

and combined poverty (-2.7%), severe poverty (-2.5%) and, perhaps significantly, children 

in workless households (-3.6%). The improvements are concentrated particularly in private 

renting and family households, but are spread fairly widely across the regions. Comparing 

overall changes with changes within particular demographic and economic activity groups 

confirms that as expected the improvements result from changes in the compositional mix 

of households (less households of the types most vulnerable to poverty).  

So this scenario presents a picture of a virtuous circle whereby this demographic change 

would not only reduce poverty moderately but also contribute to a more positive fiscal 

position for the state, worth £6.6bn pa by 2041. So, although one cannot be confident that 

policy and service measures can be taken to effect such a behavioural change, it certainly 

seems worth investing some resources in trying to move in this direction. It is suggested 

that the modest magnitude of reduction examined here (10%) might be an attainable target 

for a combination of enhanced counselling and mediation services, possibly linked to 

enhancements in other services such as mental health, substance treatment and offender 

rehabilitation (services which are typically involved also in tackling more complex needs, as 

discussed in the main APS report and Appendix G. 

Childcare  

The second area examined under this general heading of family, childcare, seems to offer a 

particularly fruitful terrain for well-designed policy development and innovation. The scope 

for scoring multiple ‘wins’, short and long term, in this area seems to be large. Better 

quality, more comprehensive, flexible and affordable childcare must be the most important 

route to enabling greater economic participation in the workforce by women, as well as 

contributions at a higher level in terms of skill, responsibility and hours. At the same time, 

this should help to reduce the cost of living side of the equation as well boosting as the 

income side. Taking a longer term view, better quality preschool experience, and after-

school activities, should help to counter the early disadvantage and risk of alienation and 

educational failure by children from more disadvantaged backgrounds.  

Initial attempts at modelling childcare policies have therefore been reworked, in the light of 

the long policy paper on Childcare produced as part of the APS (Butler & Rutter 2016). . 

Two scenarios are now compared, against a baseline of carrying on roughly as in 2011. 

One uses the government’s current offer, stated /intended for full implementation in 2017, 

including 30 hours free term-time provision for 3-4 year olds and the tax-free/voucher 

schemes8 . The other attempts to follow the recommendations of the APS policy paper, 

                                                           
8
 Without more detailed data retrieval, it is not possible to isolate and model the position of 
2-year olds on benefits, so this aspect of the offer is not modelled. 
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particularly in respect of more comprehensive coverage and the proposed mix of free and 

sliding-scale fee contributions. It does not go into the more quality-oriented proposals and 

their longer term effects on workforce quality, productivity or wellbeing. However, in both 

cases we attempt to model at both macro and micro levels the effects of increased 

workforce participation phased in over 5 and 10 years respectively. We have augmented 

the model, along lines discussed with the APS team, to generate additional poverty 

measures, (a) low income after housing and childcare costs and (b) MIS gap after childcare 

costs, while also in key tables highlighting the children in workless families indicator. 

By way of comment, the APS policy paper is a very rich and detailed contribution but not all 

of what it discusses is readily amenable to modelling. Even those important items which are 

spelled out (e.g. the fee structure) are so complicated as to require considerable effort in 

programming. The precise extent of behavioural response in terms of workforce 

participation is a matter of conjecture, based on various fragmentary evidence, and 

judgements inserted by the analyst (e.g. less likely if household is headed by student, 

disabled person, etc.), while the fiscal cost estimates remain approximate 

Table 5 summarizes the impact of implementation of the government’s proposed extended 

childcare offer (30 hours free for 3-4 year olds) on key adapted outcome measures, by 

tenure, region/country, and main household type (enabling a focus on families). 

The impact on reducing relative low income poverty, even after adjusting AHC to include 

childcare costs, is modest, at -1.5% (that is 1.5% reduction in poverty, not 1.5% points 

reduction in poverty rate). The improvements are mainly seen in the rental tenures, 

especially social renting. A rather larger improvement is seen in terms of the reduction in 

the MIS Gap (additional percent of income needed to meet MIS), allowing for childcare 

costs. This averages 7.5%, with a 14% improvement in social renting. The best headline 

result from this set is a 20% reduction in children in workless families.  

Impacts seem significantly better in London and also Scotland, particularly on the first two 

measures, with disappointing results in Northern Ireland, Wales and the North. It is not clear 

what accounts for these differences.  

More detailed analysis of all of the standard poverty-related performance indicators 

suggests this policy would also see worthwhile (more than 10%) improvements in indicators 

of combined and severe poverty and housing need, with a 5% improvement in material 

deprivation.  
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Table 5: Government Childcare Proposals – Key Relevant Outcomes  

Percent diffs 2041 Pov <60% MIS Gap Children in 

 
AHC & CC After CC Workless hh 

ten3 povahc41ucc misgap41cc nkids_wrkless 

Own 3.2% -10.0% -19.9% 
Soc -4.1% -14.1% -19.1% 
PR -2.5% -4.3% -19.4% 
Total -1.5% -7.5% -20.4% 

 
   Mean 

   breghma    

North 2.4% -4.2% -14.9% 
Midlands -2.2% -11.9% -22.0% 
South -0.3% -3.5% -21.1% 
London -13.8% -11.9% -26.0% 
Wales 4.9% -7.2% -18.0% 
Scotland -6.5% -13.1% -10.0% 
N Ireland 7.0% -2.7% -11.5% 
Total -1.4% -7.5% -20.2% 

 
   Mean 

   
hht3    

Families -1.5% -11.1% -19.8% 
Wkg Age -2.5% -4.5%  
Older 1.9% 3.3%  
Total -1.4% -7.5% -20.2% 

 

A provisional estimate of the cost of this offer in 2016 is £5.3bn rising to £8.1bn in 2041. 

JRF policy paper (Butler and Rutter 2016) puts the overall cost of current policies at £7.4bn 

in 2017/18. Our provisional estimate of fiscal offsets amounts to £27bn saving in 2041, of 

which the bulk is increased income tax and NI contributions, with the balance mainly from 

UC savings. The model assumes additional workforce participation enables a 0.3% pa 

increment to GDP growth over 5 years 2017-22. This is loosely related to the 

assumed/estimated increment to the workforce.  

Table 6 looks at the key outcome performance measures from the more comprehensive 

JRF APS strategy.   
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Table 6: JRF APS Childcare Proposals – Key Relevant Outcomes  

Percent diffs 2041 Pov <60% MIS Gap Children in 

 
AHC & CC After CC Workless hh 

ten3 povahc41ucc misgap41cc nkids_wrkless 

Own 3.0% -15.0% -40.4% 
Soc -3.4% -24.0% -46.3% 
PR -3.1% -10.8% -45.5% 
Total -1.9% -14.4% -46.2% 

    breghma    

North 1.4% -13.5% -40.8% 
Midlands -3.6% -16.5% -37.8% 
South 0.1% -10.4% -54.1% 
London -14.3% -18.1% -52.8% 
Wales 4.7% -11.4% -27.2% 
Scotland -6.6% -20.7% -50.1% 
N Ireland 8.0% -8.7% -27.4% 
Total -1.9% -14.4% -46.0% 

Mean 

   
hht3    

Families -3.6% -24.3% -45.7% 
Wkg Age -2.0% -5.1%  
Older 3.1% 3.6%  
Total -1.9% -14.4% -46.0% 

 

Again, the impacts on conventional relative AHC poverty, even after adjusting for paid 

childcare costs, are modest, with a 1.9% overall improvement, again focussed more in the 

rental tenures and of course among families. There are sizeable impacts on the MIS Gap 

(‘Pockets’), especially for families, social renters, and in Scotland and London, but this time 

there are positive results across the country. The impacts on the government’s favoured 

headline indicator, children in workless families, are headline-worthy, reducing this 

‘problem’ by nearly half overall. As with the government package, but to a slightly greater 

extent, there are double figure percentage improvements in combined and severe poverty 

and in housing needs.  

The JRF APS estimate of costs is £12.7bn in 2017/18 – it not clear what this would be by 

2041, although we have one crude estimate of £18.5bn net of fees. Our provisional 

estimate of fiscal offsets is £37.4bn in 2041. This scenario assumes a 0.25% pa increment 

to GDP growth over a 10 year period 2017-27. As before, this is loosely related to the 

assumed scale of addition to the workforce 

Clearly, of all of the policy scenarios considered in this review, this is surely one of the most 

attractive and persuasive.  
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7. Bringing It Together 

 

In this concluding chapter, we try to bring the strands of analysis together, by combining 

different policy scenarios that appear likely to contribute significantly to the overarching goal 

of reducing poverty. In particular we seek to include policies which would work in a 

complementary way with each other while also each making a significant contribution to the 

overarching goal. In doing this we hope we can provide a convincing answer to the question 

posed in the title of this report - ’What would make a difference?’  

As a preliminary to this, it is perhaps necessary to deal with the question, what would make 

things worse? An alternative way of posing this question is, perhaps, to ask what is already 

happening which is taking is even further away from solving poverty than the scenario we 

have used as a benchmark strategy. In an earlier draft of this report we called this a 

‘Nightmare Scenario’. Now, in July 2016 we can name this scenario rather more directly, as 

‘Brexit plus Austerity’.  

Combined Adverse Scenario – Brexit plus Austerity 

It is helpful to put together a combined ‘adverse’ scenario, to bring together a number of 

features of current/recent policies which would, in the absence of modification or 

amelioration, make things worse, relative to the central assumptions in our baseline 

scenario. These elements include Brexit, as discussed earlier, plus the potential non-

rebasing of LHA; longer term increasing of social rents to ‘Affordable Rent’ level; the focus 

on ‘Starter Homes’ at the expense of other more affordable products; the likelihood of 

further real terms cuts in benefit rates through failure to index to earnings; and a further 

potential cut (of 20%) in UC rates. These measures may be seen, mainly, as corollaries of a 

continuing strategy of ‘austerity’, although the Affordable Rent element does not quite fit 

that9 . This combined scenario is labelled NS71 and its performance is summarised in Row 

39 of Appendix F.  

This scenario would not impact significantly on affordability of market housing, overall, 

although there would be  a slight worsening at national level. The deterioration would be 

more noticeable in London, with slight improvement in RoUK countries. However, the 

chances of a household in need getting access to social housing would fall by 19% by 

2031, and 24% by 2041, with falls of around 40% in London.  

All poverty indicators would be worse at the target date of 2041, with 6% more AHC 

poverty, 26% bigger MIS Gap and 13% more combined poverty (and 37% more severe 

poverty). The impacts would be less or favourable for owners, those in the South (plus 

Wales, NI), and older households, rather similar to the pattern reported with Brexit, which 

nests within this scenario. 

                                                           
9
 This fits more with a neoliberal market oriented welfare regime approach to residualizing 
social housing while asset-stripping it in the process 
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This scenario is almost neutral in fiscal terms. While some elements are likely to push up 

net spending (Brexit, Affordable Rent), other elements are part of the austerity strategy and 

bring reduced spending. 

The impacts on inequality are summarised in Table 7. Essentially this scenario represents a 

reinforcement of the trends towards greater inequality. The Gini measures would be 2-4% 

worse than baseline in 2041, while the percentile indicators (particularly after housing costs) 

would be 20-30% worse. The rate of deterioration is actually worse in the current decade, 

but deterioriation would continue at a somewhat slower rate up to 2041. For AHC income, 

the Gini would have risen to 0.33 and the 90/10 ratio would stand at 11.3, with 10th 

percentile households having only 26% of median income.  

Table 7: Inequality Impacts of Combined Adverse Scenario including Brexit 

Years Gini Gini 
90/10 
ratio 

90/10 
ratio 

10/50 
ratio 

10/50 
ratio 

  BHC inc AHC inc BHC inc AHC Inc BHC inc AHC Inc 

2011 0.202 0.233 3.81 4.93 0.52 0.43 

2021 0.240 0.282 4.85 8.00 0.45 0.30 

2041 0.285 0.333 6.07 11.32 0.43 0.26 

% change 11-21 19% 21% 27% 62% -14% -30% 

% change 21-41 19% 18% 25% 42% -4% -13% 

% difference 2021 1% 4% 4% 21% -4% -16% 

% difference 2041 2% 4% 8% 28% -7% -21% 

Adverse/Brexit 
       

While one would not choose to start from here, the fact that this may be where the current 

trajectory appears to be heading indicates that things are in danger of getting significantly 

worse than our baseline. The corollary then, of course, is that the gains from achieving the 

more favourable outcomes discussed below could be even greater.  

Towards a More Optimal Scenario 

In working towards constructing one or more preferred combined scenarios, or policy 

packages, it is helpful to identify which of the individual options modelled have been found 

to be favourable in terms of prospects for or impacts on poverty. These may be combined  

together with some others which have been argued to be beneficial in other ways (e.g. in 

terms of housing access and affordability, or saving money/boosting revenue) while having 

ambiguous impacts on poverty. We therefore review the relative impact of different 

scenarios, in a sort of league table, to highlight which have the greater positive impact, and 

which have relatively small impact or more negative impact, on the key goal of reducing 

poverty, alongside estimates of their net fiscal cost. Table 8 presents this in summary form.   

Which of the individual scenarios make the greatest contribution to reducing poverty? 
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 Childcare packages, particularly the JRF APS version, score highest in terms of 

reducing combined poverty, as well as other poverty measures (including specific 

measures which allow for childcare costs paid by parents). They also appear likely to 

have a positive net fiscal impact by enabling parents to work at all or to work longer 

hours or in better jobs. This is all quite apart from the longer-term benefits in terms of 

better quality pre-school and after-school experiences leading to improved 

educational attainment and greater future earning power, which are not modelled 

within this exercise. 

 Closing the gender pay gap comes next in the pecking order, underlining the extent 

to which poor households are female-headed.  This too is fiscally positive, even 

allowing for the impact on the public service paybill. 

 The indexation of benefit levels and minimum/low-end wage levels, so that they 

increase more than median earnings, comes next in line, and is also fiscally positive 

even after meeting the higher benefit costs. The Full Living Wage scenario overlaps 

with this and also scores well, particularly on relative low income AHC  

 Regional growth convergence, in the context of higher overall economic growth, 

would have substantial impacts on employment rates and thence on some poverty 

measures; it is shown as having a modest fiscal cost, although this might be 

increased by making realistic allowance for the additional infrastructure, industrial 

R&D support and training programmes which might be required to make a reality of 

this.  

 The next set of scenarios, which each make modest positive contributions, are 

mainly concerned with increasing workforce participation or hours worked, are partly 

effected through changing features of UC to increase incentives and partly through 

other supportive labour market policies/services.  
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Table 8: Scenarios ranked by impact on combined poverty (excluding superseded 
scenarios)  

Row Scen Scenario Description Rel Pov MIS Gap Combined Net Fiscal 

      AHC % 41  % 41 Pov % 41  Cost £m 

       41 FC72 as FC71, UC+50% inc UCWA -18.8% -66.3% -41.7% -42,101 

42 FC73 
as FC72, high earners grow 
less  -18.8% -66.3% -41.7% 42,313 

40 FC71 

S53, SR74, D73, R72, PR51, 
T52, W74, W76, W77, W51, 
W52+30%, UC52, UC53, 
UC54, W57,  -13.0% -66.3% -34.7% -62,140 

30 W76 JRF Childcare package -1.9% -14.4% -12.5% -18,892 

29 W75 Govt Childcare offer -1.5% -7.5% -10.8% -19,090 

38 W77 Close Gender Pay Gap 2 -3.6% -8.6% -9.5% -14,614 

20 UC53 
Indexing UC & low earns 
+1% -0.4% -25.6% -5.3% -11,739 

36 R72 Regional Convergence (+) 0.7% -1.9% -4.5% 4,249 

35 W74 Full Living Wage +1% ind -6.4% -13.5% -4.0% -23,738 

34 W73 
Nat Living Wage (G 
Osborne) -2.5% -8.5% -3.7% -11,612 

14 W52 Extra Hours Incent -0.7% -7.2% -2.8% -26,494 

33 D73 Relationship Breakdown 0.0% -3.1% -2.7% -6,634 

13 W51 Extra Workers Incent -0.2% -16.0% -2.4% -11,727 

15 UC51 Reverse UC cuts -1.9% 0.0% -1.7% 2,915 

21 UC54 Lower UC taper (50%) -2.1% 0.0% -1.4% 4,007 

8 HP51 Higher price growth 0.0% -2.6% -1.2% -8,931 

9 PR51 Priv Rent Regul -1% 1.3% -1.6% 0.2% -1,882 

16 UC52 Halve Nontakeup UC 0.4% 0.0% 0.2% 1,775 

23 W57 Raise part-time pay 0.0% -2.5% 0.4% -4,477 

11 SR51 Living Rents (SRS) 3.5% 11.5% 0.4% 3,218 

10 T51 Prop Tax @0.50% 0.8% 0.4% 0.9% -1,289 

12 SR52 Affordable Rents (SRS) 5.3% 24.3% 1.2% 7,435 

1 S51 Very high supply +53% 0.4% -2.2% 2.8% -757 

3 S53 High supply +LCHO 0.8% -2.2% 2.9% -2,906 

2 S52 V high social supp +153% -2.1% -3.7% 3.1% 8,127 

19 PR52 Corrected LHA 2.5% 4.6% 3.7% -7,895 

32 SR74 LivRent+HiSRSupp+feedback -0.8% 35.7% 4.4% 24,163 

6 M53 
High Migration, match 
grwth 1.5% 9.0% 6.8% 14,754 

37 E72 Brexit basic 0.3% 1.2% 7.1% 5,639 

39 NS71 E72, PR52, SR52, SH, 5.9% 25.9% 12.7% -855 

 

In the lower half of the table are scenarios which do not make a consistent contribution to 

the reduction of poverty, although in some instances they bring modest improvements in 

some indicators. Many of these scenarios involve various measures affecting the housing 

system, whether in terms of supply, rent levels, taxation or regulation. In a number of cases 
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the scenarios do achieve positive outcomes in terms of housing objectives (improved 

affordability or access or reduced needs), while being relatively neutral or mixed in their 

impacts on poverty. Reforms to property tax may increase incentives for efficiency in the 

housing market, and contribute to equity in some dimensions, while at the same time 

worsening the position for particular poorer groups (e.g. tenants in London). Rent regulation 

helps insiders at the expense of outsiders and, as implemented here, has barely any bite 

relative to established patterns of rent setting in the market (landlords tend not to increase 

rents much for existing tenants anyway). Increasing housing supply, particularly social 

housing, and improving affordability tends to lead to significant additional household 

formation by households who are often on the margins of poverty. In other instances, the 

measures help improve the incomes of individuals whose typical household situation is not 

one of being on the margins of poverty (e.g. non-takeup of UC, part-time pay).  

Favourable combination scenarios 

So, the above comments and Table 8 give a considerable steer as to what policy areas to 

prioritise in trying to get the greatest leverage in reducing poverty. In creating overall 

favourable scenarios we have not cherry-picked in this way but combined a large number of 

elements which all have some a priori claim to be beneficial in one way or another. FC71 is 

the basic one here, which includes all specific policy elements with favourable effects, but 

also adds an increase in UC rates of 30%. FC72 ups the increment to UC rates to 50%, 

partly in order to use up the fiscal headroom apparently created and go further in cutting 

poverty among the populations reliant on means tested benefit incomes. FC73 is the same, 

except for making a different assumption about high earners, as discussed in the next 

section. The difference in outcome between FC72 and FC71 is a sizeable 6-7% 

improvement in two of the key poverty measures, bought at a fiscal cost of £20bn. This 

could be used as a ready reckoner for calibrating this key aspect of anti-poverty policy.  

So if we take FC72 (Appendix F, Row 41, and  in full detail Appendix E, Table E.3) as our 

current ‘best package’, this yields improvements of 19% in relative low income poverty 

(AHC and BHC) as well as material deprivation, 42% in combined poverty and children in 

workless households, and 64-66% in the MIS Gap and severe poverty. The sheer numbers 

involved here underline how impressive an achievement this would be: Greater benefits 

accrue to renters, particularly private renters, and to working age and family households. 

Taking a bundle of poverty indicators, we can say that the improvements are spread in a 

fairly balanced way across the regions and countries. Female headed households benefit 

more, as do younger households, those with long term health/disability issues and minority 

ethnic groups.  

This scenario appears to offer significant net fiscal savings (c.£42bn, 1.9% of GDP), but two 

major qualifications should be made to this statement. Firstly, we have not accounted for 

quite a lot of the public spending costs which might need to be incurred to realise some of 

the specific scenario elements. Secondly, as mentioned in the next section, the net fiscal 

balance calculation is also sensitive to factors which affect the tax revenues side, 
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particularly the overall distribution of primary incomes.  The income distribution impacts of 

FC72 are shown in Table 9.  

It can be seen from the bottom two lines that the scenario represents a significant 

improvement on the baseline. The Gini coefficients at target dates would be 10% lower, 

while the percentile ratio measures would be up to one-third better, in particular in the case 

of AHC income. Nevertheless, in this scenario, the trend to greater inequality is not 

completely neutralised, although it is nearly fully stemmed in the period up to 2021, and on 

one measure (10/50 ratio) it is more or less stabilised over the period.  

Table 9: Inequality Impacts of Combined Favourable Scenario ‘FC72’ 

Years Gini Gini 
90/10 
ratio 

90/10 
ratio 

10/50 
ratio 10/50 ratio 

  BHC inc AHC inc BHC inc AHC Inc BHC inc AHC Inc 

2011 0.202 0.233 3.81 4.93 0.52 0.43 

2021 0.216 0.246 3.92 4.95 0.53 0.46 

2041 0.252 0.288 4.63 6.04 0.51 0.44 

% change 11-21 7% 6% 3% 0% 2% 6% 

% change 21-41 17% 17% 18% 22% -4% -3% 

% difference 2021 -9% -9% -16% -25% 14% 27% 

% difference 2041 -10% -10% -18% -32% 10% 34% 

FC72 Favourable UC+50% 
      

High Earners, Inequality and Tax Revenue 

A particular feature of the system, which can affect both fiscal impacts and inequality 

levels/trends, is the position of high earners. In the baseline scenario we assumed that past 

trends to greater inequality in primary incomes would continue/resume. This was reflected 

in the parameter for the relative trend in ‘high earnings’, set at 2% pa above the growth in 

median earnings. ‘High earners’ for this purpose are those working age/working households 

earning more than £70,700 gross in 2011. It may be argued that this is quite a strong 

assumption, although on the other hand much recent literature has drawn attention to 

widening inequalities, particularly at the top end (Stiglitz 2012, Picketty 2013, Hills 2015, 

Atkinson 2015, Sayer 2015). It is also clearly the case that, although poverty outcomes are 

not particularly sensitive to this assumption, two other key model outcomes are both very 

sensitive to this assumption: the extent of inequality, and the fiscal balance (through income 

tax receipts). There is a parallel between this second sensitivity and recent Treasury 

experience trying to manage the Government’s fiscal balance – when the City /financial 

services catches a cold, the government’s fiscal balance goes quickly awry, because a 

large share of tax revenues come from this high paid sector (even after allowing for large 

scale tax avoidance).  

We can illustrate this by taking a simple variant of the composite favourable scenario, 

FC73, which differs from FC72 solely by assuming that high earners pay rises by 1% per 

year less than assumed in the baseline (i.e. by 1% pa above median earnings, rather than 
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2% pa above). At a stroke this converts the £42bn net fiscal surplus in the former case to a 

£42bn deficit in the second case. This suggests that particular care and caution is needed, 

both about this particular assumption and about the absolute level of fiscal impacts claimed 

for the recommended policy strategy. To the extent that tax avoidance is a major 

phenomenon for this higher earning group, then the fiscal impact may be less than this 

£84bn estimate 

Table 10 looks at the other side of this coin, the impact on inequality of assuming this lower 

earnings growth by high earners. It can be seen that, in contrast with most other reported 

scenarios, the growth in inequality over time is reduced to a more modest level. As 

expected, there is still a growth in inequality on two of the three types of measure (Gini and 

the 90/10 ratio), up to 2041, but it is much less striking in scale than that previously 

reported. Probably, many of the components of this scenario which aim to reduce poverty 

also reduce inequality, and this helps to offset the effect of the continued higher growth of 

high earnings, but in the case of measures which include the top of the distribution they do 

not fully compensate for this.   

Table 10: Inequality Impacts of Combined Favourable Scenario with lower earnings 
growth for high earners (‘FC73’) 

Years Gini Gini 
90/10 
ratio 

90/10 
ratio 

10/50 
ratio 

10/50 
ratio 

  BHC inc AHC inc BHC inc AHC Inc BHC inc AHC Inc 

2011 0.202 0.233 3.81 4.93 0.52 0.43 

2021 0.207 0.237 3.74 4.70 0.53 0.46 

2041 0.223 0.257 4.10 5.28 0.51 0.44 

% change 11-21 3% 2% -2% -5% 2% 6% 

% change 21-41 8% 9% 9% 12% -4% -3% 

% difference 
2021 -13% -13% -20% -29% 14% 27% 
% difference 
2041 -20% -20% -27% -40% 10% 34% 

FC73 Favourable UC+50% Hi Earn -1% 
     

Compared with the baseline scenario, inequality in 2041 could be less as a result of FC73, 

by 20% on the Gini measures or 27-40% on the 90/10 ratios (10-34% on 10/50 ratios).  

Overall Fiscal Headroom 

In assessing the overall strategy for tackling poverty, it is necessary to take a view about 

‘fiscal headroom’, in the short, medium and longer term. Under both the coalition 

government (2010-15) and the majority Conservative government (2015-16) pre-Brexit, 

there was a strong policy of bearing down on the Public Sector financial deficit, although 

this was less successful than originally anticipated in eliminating the deficit, partly owing to 

slow economic recovery. Post-Brexit, the world has changed and there is general 

expectation that deficit reduction will become a secondary consideration in economic policy.  
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Apart from this major uncertainty, which could in policy terms represent an opportunity, 

there are a number of other factors to consider when drawing on the findings of this 

research. 

 The ‘baseline’ scenario may not be the best way of representing ‘carrying on as we 

are’ in the new circumstances. It may actually be that something like NS71 is closer 

to the new baseline, post-Brexit. But it seems that, in net fiscal terms, this is not very 

different from the existing baseline used in the model.  

 A more realistic appraisal of the baseline might, however, need to factor in different 

assumptions about the key factors like the trend in higher earnings. 

 A fuller appraisal about the practicality and costs of particular scenarios might need 

to factor in larger/more realistic costings for investments in new or better services. 

 More broadly, if the policy scenarios involve major attempts to rebalance the UK 

economy across regions, then this is likely to have major implications for 

infrastructure and other public spending.  

 On the other hand, poverty imposes costs on society and specifically on the public 

spending budget. To the extent that policies suggested or supported by the evidence 

of this and similar studies are adopted, this may mean that there would be some sort 

of fiscal dividend, or ‘cost offset’, to be considered in the overall judgement of fiscal 

headroom.  

Developing the last point, it may be argued that the ‘Costs of Poverty’, identified in a 

separate parallel JRF study involving one of the authors (Bramley et al 2016), provide a 

significant further element of headroom (£69/78 bn), whereby successful poverty reduction 

measures would free up current public spending on services, and in some cases on 

benefits. However, it is obvious that these are not all immediately cashable savings, and 

some could only be realised over a longer timescale and/or with significant investment  in 

better services to tackle some of the ‘complex needs’ and problems which are closely 

associated with poverty for some groups. At a more practical and detailed level, it is clear 

that more specific policy innovations targeted at groups with complex needs, who generate 

particularly high public service costs, may offer considerable scope for cost savings, as 

illustrated in Appendix G.  

The longer timescale mentioned in this context may be measured in generational units. 

‘Early interventions’ in childhood and teenage years, as well as investments in childcare 

and education, may not fully bear fruit until people affected are in their middle adult years. 

As Appendix G illustrate, there are opportunities or both early and ‘mid-career’ interventions 

in the case of people with complex needs.  But this sort of longer timescale (25 years) is in 

fact the timescale adopted for this study, looking forward from 2016 to 2041.  

The scope and range of policy options 

This study has considered quite a wide range of policy options, but these by no means 

exhaust the range of worthwhile possibilities for consideration. This point is well illustrated 

by reviewing the recent major contribution by Prof Tony Atkinson (2015) in his book 
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Inequality: what can be done?, where an ambitious agenda is set for tackling and reversing 

the pronounced longer-run (post-1980) shift to greater inequality in Britain, the US and (to 

varying degrees) other countries. The range of issues and measures addressed is very 

wide, incorporating technological change and innovation, institutional frameworks governing 

the rights of organised labour and social partnership, full employment policies and job 

guarantees, minimum/living wage, national savings products, a universal capital 

endowment, a sovereign wealth fund, more progressive taxation of income, wealth, 

inheritance and property, universal child and ‘participation’ income (or social insurance). We 

have only looked in this study at a sub-set of these areas, particularly at the minimum wage 

issue, indexation of wages, benefit system characteristics and the general level of benefits, 

job prospects across regions, and property tax. We have also looked in detail at some 

issues glossed over in this agenda, for example the operation of the planning and housing 

systems, migration, and family and childcare issues. 

So although the options we have attempted to model in this study represent only a fraction 

of this wider agenda, to be fair our objectives are focussed more narrowly on ending 

poverty rather than on the considerably wider goal of narrowing inequality. Nevertheless, 

there is an increasing range and weight of opinion, nationally and internationally, arguing 

that the trend towards greater inequality is increasingly dysfunctional and damaging, 

economically as well as socially and politically (as can be seen from some of the aftermath 

of the UK’s EU Referendum).  This at least gives some hope that such a contribution, 

through the vehicle of the JRF’s aim to Solve UK Poverty, may gain some fresh traction. 
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8.  Key Conclusions 

Increasing overall housing supply is good for improving access to home ownership for 

middle income households, and for some households in need to get into social housing, but 

it does little to reduce household poverty.  

Increasing social housing supply is excellent for improving housing options for households 

in housing need, but has only modest favourable impacts on poverty, while increasing net 

fiscal costs. The modest impact on poverty of this supply scenario partly results from the 

phenomenon of induced household formation. However, the current form of Starter Homes 

initiative favoured by the Government has little to recommend it. 

Financial factors, partly conditioned by lax financial regulation, could lead to higher house 

price growth, especially in London, worsening affordability but having mixed effects on 

poverty. German-style rent regulation would facilitate moderate improvements in 

affordability, but with negligible impacts on poverty. This policy would have modest effects 

because it is already the case that rents for existing tenants increase less than new let 

rents, and also because of capitalisation effects.  

Replacing Council Tax with a proportional property tax does not appear to be the magic 

bullet that some claim, with relatively slight effects overall, but some benefits at regional 

level. This has some potential as a revenue raiser.  

Rents: ‘Living rents’ for social tenants are less attractive, in the context of the current 

emphasis on lower rents, because they would increase poverty and fiscal costs, although 

they could support an increase in social housing supply. However, ‘affordable rents’ would 

be significantly worse again, on both counts. Full implementation of the LHA cuts and 

freezes with no rebasing of eligible rents would substantially increase poverty in the private 

rented sector by 2041, although it does save the Government quite a bit of money 

On balance, we find that higher international migration is likely to worsen housing pressure 

and poverty and to worsen the fiscal balance, although the extent of this depends on how 

far this would be associated with higher economic growth. However, current mainstream 

forecasts suggest that Brexit will lead to worse outcomes for poverty, associated with lower 

incomes and higher unemployment, with only limited effects on housing affordability and 

need, despite the presumed reduction in migration as well as a worsened fiscal balance. 

Regional Growth: better economic performance in lagging regions would reduce poverty in 

those regions, while paradoxically improving affordability in the overheated London and 

South. The cost and feasibility of this scenario is unclear, however. 

Work participation: if significant proportions of workless households facing positive 

incentives under Universal Credit took up full time work this would have sizeable benefits in 

reduced poverty and also in reduced fiscal costs. The equivalent move to greater hours for 

existing part-time working households would give similar but slightly lesser benefits.  
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Pay: implementation of the National Living Wage will reduce poverty, particularly for non-

family working age households, while offering significant fiscal savings. However, 

implementation of the Full Living Wage with more positive indexing would greatly increase 

both types of benefit. More positive indexing of both Universal Credit and low earnings 

would have even larger beneficial effects on some poverty measures, and would still be 

beneficial to the fiscal balance.  Closing the gender pay gap would also have a substantial 

impact on reducing poverty, whereas the impact of closing the gap on part-time pay is 

smaller.  

Benefits: reversing recent cuts in Tax Credits, UC rates and allowances would reduce 

poverty somewhat, particularly for private renters and families and in London and the 

South, but at some cost in fiscal terms. The same comment would apply to reducing the 

taper within UC, which would also help with work incentives. However, reducing non-takeup 

of UC would not have much impact on poverty overall.. 

Family. If measures such as counselling and mediation (plus possibly some initiatives 

relating to complex needs) could reduce relationship breakdown,  this could have quite 

worthwhile impacts in reducing poverty while at the same time offering significant fiscal 

savings in the long term.  The most significant measures, however, would be reinforcing 

and extending the improved provision for good quality, flexible, subsidised childcare across 

the working year. On some measures this would be the biggest single contributor to 

reduction in poverty.  

It is not difficult to envisage a ‘negative scenario’, without any of these or similar policies in 

place, where poverty outcomes are significantly worse than in our baseline assessment, 

without much net improvement in the fiscal position. One such negative scenario labelled 

‘Brexit plus austerity’ illustrates this possibility.  

The most favourable combined scenario looks capable of reducing relative AHC poverty by  

20%, combined poverty by over 40%, MIS Gaps and severe poverty by 65%, with particular 

benefits for private renters, London and Scotland, and working age nonfamily households, 

while potentially improving the fiscal balance significantly. Given the inclusion of housing 

supply measures, this scenario can greatly improve affordability and access to housing. 

Some regions, notably Wales, continue to lag and may gain less from these measures.  

In searching for more optimal packages, by giving attention to issues such as indexing of 

pensions and pensioner benefits and tax allowances, it may be possible to afford more 

positive measures elsewhere to further improve both the overall scale of poverty reduction 

and its distributional pattern. However, while quite a lot of the measures tested appear to 

improve the fiscal balance, this does rest upon favourable assumptions regarding the ability 

of the economy to absorb higher pay for some groups and higher levels of workforce 

participation, although these have been referenced against impact studies by OBR and 

others  To achieve this package, particularly in lagging regions, may require some of these 

apparent fiscal gains to be invested in infrastructure and other measures, like Research and 

Development, to support economic growth. But again, looking on the positive side, as 
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poverty is reduced then gradually significant savings in the cost of public services should be 

realisable.  
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APPENDIX A 

Further Details of  Sub-regional Housing Market Model 

 

Spatial Framework 

The spatial framework for the model is based on recent research into housing market areas 
(HMAs) in England. In a parallel project for the former NHPAU a separate research team 
produced a comprehensive analysis of this issue and tested a range of sets of HMA 
boundaries (Jones et al 2010). The set used here were selected as the most suitable 
‘interim’ output from that project, and were based on a composite of  official travel-to-work 
areas, modified to achieve minimum 55% self-containment in migration of 25+ age group, 
and subsequently tested against house price criteria (which led to little change). The 
version of this set of HMAs used here is that based on grouping of whole local authority 
districts (pre-2009), rather than the ward-based set of boundaries, in order to maximise 
data availability. Within England this generated 102 HMAs, ranging from ‘London’ 
(population 9.6m) to Oswestry (40,000).  

When applying the model to the whole of the UK within the context of this JRF project, 14 
further sub-regional areas were added to the system, 8 covering Scotland, 4 covering 
Wales and 2 covering Northern Ireland. The basis for the Scottish areas was the set used in 
the study for Scottish Government by Leishman et al (2008), developing an affordability 
model for Scotland. Wales was divided into four regions (South Wales, Welsh Valleys, Mid 
and West Wales, and North East Wales) and Northern Ireland into two regions (Greater 
Belfast, Rest of Northern Ireland) based on the author’s knowledge from previous 
experience researching housing markets and in these countries.  

Key functions within the model 

In this section we provide fuller information about the key econometric functions which lie at 
the heart of the model’s forecasts.  

House prices. The model predicts average house prices (in real terms, and mix-adjusted) 
annually for each HMA. Based on the NHPAU feasibility study we sought to develop a 
longer panel model on data over 24 years (1983-2007) for a set of 58 ‘big’ HMAs, made 
possible by combining two datasets, a more recent one for the 102 HMAs and an earlier 
one for the 90 former Health Authority area units. Using this dataset, the model form 
chosen was a ‘partial adjustment’ model, which regresses price change (in log difference 
form) against lagged log price level and other explanatory variables in log level form. This 
approach is a simple and robust way of achieving some of the aims of more complex 
cointegration approaches, including dealing with non-stationarity in price levels. The 
estimation was undertaken in Stata using the Fixed Effects (FE) estimator, which 
overcomes unobserved heterogeneity in the panel and makes the model draw all of its 
explanation from the time-variation in the predictors. Overall the model explains nearly half 
of the variance in the (log) change in house price (r-squared=0.492).  

The sensitivity of price to the ratio of households to dwellings is very strong in this model, 
as expected (implying an elasticity of 3.5). Prices in a given HMA are quite responsive to 
relative price levels in adjacent HMAs, as expected (elasticity of 0.59). Prices do respond 
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positively to household incomes, but this effect is weaker than expected (elasticity 0.25) 
and weaker than in some comparable models, including Meen (2011). Reflecting this wider 
evidence we made a judgemental upward adjustment to this term in the simulation model 
used for this exercise. Following the theory and common practice in house price models we 
include a ‘user cost’ term, which takes account of interest rates and (the negative of) recent 
house price growth. A variable based on Buy to Let lending volume interacted with private 
renting share has quite a strong effect, interpreted as in part a proxy for relaxed lending in 
the period up to 2007. We also find, as in some other models, that the real FTSE100 index 
has a significant positive effect on prices in London, capturing the wealth effects of financial 
capital focused on London. Lastly, the model includes dummy variables for 1988 and 1989, 
the peak years of the previous boom in house prices, when there was a speculative spike.  

New construction. New private house-building is forecast using an explicit behavioural 
model fitted to HMA-level annual data for the period 1998-2007, following previous research 
particularly Bramley & Leishman (2005). This predicts mix-adjusted new private supply, and 
explains nearly three-fifths of the variance (r-squared=0.593). The main planning inputs are 
the flow of new planning permissions and the stock of existing permissions, with the former 
having a much stronger effect. Other variables on the land supply side include the share of 
small sites and the previously-developed land share (both negative), and the share of 
greenspace as a more general environmental/supply factor (positive) New house-building 
has a positive momentum effect from the lagged previous level of completions and a spatial 
effect from average levels of house-building in the surrounding areas (positive). House 
prices affect house-building through the relative level of mix-adjusted price, although the 
effect is weak, consistent with much evidence for the relatively low responsiveness of 
housing supply in England (see Barker 2004). Mortgage interest rates have a negative 
effect, consistent with other research on housing construction. New social housing output 
has a positive effect, perhaps surprisingly, but reflecting the growing importance of s.106 
policies. One other variable included is the level of out-migration from surrounding areas.  

Migration. Internal domestic migration is modelled for a panel of data for HMAs over 10 
years (1998-2007), with separate models to forecast in-migration and out-migration rates 
for each of four age groups (0-14/15-24/25-59/60+). Models were fitted in Stata using 
Generalised Least Squares Random Effects model with robust standard errors. The gross 
migration rates tend to be much higher for the 15-24 age group and relatively low for the 
60+ group. 27 variables in all are used, of which 14 vary over time as well as space and 13 
are fixed cross-sectional variables. The overall fit of these models (r-squared) varies 
between 0.586 and 0.820. An important structural feature is that in-migration equations 
include a term for the outmigration volume from contiguous districts, while out-migration 
equations contain terms for lagged gross in-migration and international migration. The 
house price factor is included in relative form, to avoid problems of non-stationarity, and 
also in its spatially contiguous form. In general the results show higher prices reducing in-
migration and increasing out-migration as expected. New house-building rates are also 
included in the model, with new private build in the HMA increasing in-migration while new 
build in the surrounding areas tending to increase out-migration and reduce in-migration. 
Other economic variables in the migration models include interest rates (negative) 
household income, unemployment, social renting share, and low income poverty. Certain 
other demographic factors are included, for example white ethnicity and students, along 
with a number of environmental factors, including density, sparsity/rurality, greenspace, air 
quality, climate and scenic areas. In the simulation model, the total of in-migration is 



94 
 

controlled to be consistent with total out-migration. There are also damping limits to prevent 
in-migration rates fluctuating too sharply or into ‘illegal’ negative territory. . 

Household formation.  The chosen approach uses micro panel data from the BHPS (1992-
2008) and is a byproduct of the study by Bramley (2016). The model predicts the odds of an 
individual adult in each of four adult age groups being a household representative person 
(HRP). These models include a range of demographic and socio –economic factors which, 
in the context of the HMA simulation, are either fixed values or trended forward based on 
observed trends in the Labour Force Survey 1992-2008. These include students, Asian 
ethnicity, aged over 75, marriage and relationship breakdown, and previous household 
types. A further set of variables are active time-varying factors within the simulation model. 
These include some demographic factors( recent migrants, number of children and birth of 
a child) and economic variables including unemployment (negative effect) and low income 
poverty (positive effect) as well as affordability measured by the house price:income ratio 
(negative effect). The model also includes a measure of the rationed housing supply in 
terms of social sector lettings rate (positive for younger group), and two types of concealed 
households (positive). House prices and social lettings variables were attached to the 
BHPS sample at the level of larger local authorities or grouped smaller authorities (‘SAR’ 
areas). These relationships are generally consistent with findings from previous research, 
which emphasises the importance of demographic factors like age but also shows 
moderate economic effects from incomes, prices and supply, particularly for the younger 
age group. The inclusion of concealed households provides a link with the modelling of 
backlog unmet housing needs.  

Incomes. The base level of household income and its distribution were both estimated at 
district level for 2007 in Wilcox & Bramley (2010). The figures have now been rebased on 
2012 consistent with the estimates made in study by Bramley & Watkins to generate the 
ID2015 housing affordability indicator, based on FRS data. The function to predict changes 
in average household income from this base includes variables for age group shares (under 
25 and over 60, both negative), the proportion of working adults, median earnings, low 
income score (negative), social renting, high occupational groups, lone parents and single 
elderly households (both negative). This function is calibrated using a cross-sectional 
regression on the 2007 figures. The function to predict low income poverty (the IMD low 
income score) includes unemployment rate, economic activity rate, lower quartile earnings, 
single person and lone parent households, non-white population, long term illness and 
students.  

Private market rents.  Market rent levels: a new econometric model for private market rent 
levels was estimated using a short regional panel of data (GOR regions + Other UK 
Countries, 1997-2011). This includes the lagged rental affordability ratio (rent/earnings, -
ve), lagged log house price level (+ve), social (RSL) rent level (+ve), unemployment rate (-
ve), broad younger population (-ve), log population share aged 25-29 (+ve),  single person 
households (+ve), high occupational class (+ve), housing vacancies (-ve), and three macro 
financial indicators, including stock market capitalization/GDP and a measure of stock 
market volatility. Although this is now the preferred model, it may be compared with 
previous versions.  

Private rented sector scale.  The share of households in the private rented sector is also 
modelled in a partially new way. The previous version based this wholly on a micro tenure 
choice (to buy) model fitted to BHPS data for three broad age groups. The current version 
blends this model with an aggregate regional panel based model which aims to capture 
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some supply side influences as well (i.e. Buy to Let investment). This models change in 
PRS stock on the basis of: log change in all housing stock (mainly driven by new build) 
(+ve), change in log house price (+ve), lagged rental affordability rate (+ve), broad younger 
aged population (+ve), one-person households (+ve), and social rented dwelling stock 
share (-ve); and some macro-financial variables including stock market capitalization and 
the ratio of outstanding domestic private debt securities to GDP.  

Social lettings, which mainly arise from relets (turnover) within the existing stock, are 
modelled using a regression model fitted to annual data for LA districts over the period 
1993-2007. This model explains 53% of the variance using 14 variables of which 7 are 
time-varying. The most important influences, based on standardised coefficients, are house 
prices (negative), unemployment (negative), single adult households, out-migration (-ve), 
crime rate and density  (-ve).  

Economy and labour market. The starting point for the model is effectively the expected 
growth in economic output (Gross Value Added, GVA). Treasury-published short/medium 
term forecasts (average of independent forecasts) at national level are used to determine 
the short run trajectory as the economy recovers from the recent recession. Thereafter, 
growth is assumed to follow a trend based partly on the local growth rate (1997-2007) and 
partly on the national rate, with the balance between these being a controllable parameter 
(central assumption 40% local 60% national). National trend GVA growth is assumed to 
settle on 2.65% in good years, considerably below the 2.9% achieved in the boom period 
1997-2007 but closer to the longer term average. Allowing for a simulated recession in the 
2020s, the overall average growth 2016-41 is 2.42% pa. Employment (job) growth is 
determined by GVA growth, and productivity trend, itself based on an average of national 
trend and past subregional trend.  . A labour market balance is calculated for each sub-
regional HMA for each period; changes in this balance ratio then impact on changes in the 
employment rate in the resident population, the unemployment rate and the commuting 
share, using controllable parameters. Forward forecasts of earnings are driven by a 
combination of GVA per worker (weight 0.8), modified by labour market balance (weight 
0.25) and trended occupational mix (0.25).  

Credit rationing. Abnormal credit rationing conditions in the period 2008-2013 are 
represented by a factor similar to that used in Bramley et al (2010) applied to a number of 
variables including prices, price: earnings ratio and mortgage interest rate. In addition as 
noted above a Buy to Let factor partly proxies lending conditions. General credit conditions 
going forward are characterized by a number of macro financial system variables, as used 
in the private rental models.  

Vacancy feedback. The model contains additional feedback factors related to ‘excess’ or 
‘deficient’ vacancies, to ensure that vacancy rates do not rise to excessive levels or fall into 
negative territory. These feedbacks from excess or deficient/negative vacancies impact on 
household formation (headship), especially for the younger and middle age groups, on in-
migration, on new construction and on demolitions, and most importantly on house prices.  
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APPENDIX B:  

Policy Interventions showing Model Capabilities and Relevant Scenarios 

POLICY INTERVENTIONS MODEL CAPABILITIES SCENARIOS 

1. Work Allowances in UC Cost -yes; employment? Indirectly,  UC51, FC71 

2. Tapers in UC Cost -yes; employment? Indirectly,  UC54, FC71 

3. Second disregard  

 4.Widen UC to incl CB, CTS, FSM, etc. Too detailed   

5. Recycle child care suppt into UC No, not in this form, but see 7 below 

 6. Free childcare all 1-2 yr olds No, not in this form, but see 7 below 

 7. v costs/ ^ availability childcare Via Govt 2017 offer W75 

7a  v costs/ ^ avail+quality childcare Via JRF childcare package W76, FC71 

8. Reduce housing costs Yes, but need to specify how… See X1-X10 below 

9. Reduce cost of essentials Yes (draw on MIS, 'Destitution'?); Childcare See 7-7a above 

10. Shift from PRS to Social Renting Yes (but specify how, i.e. new SR supply) See X2, X6 below 

11. Improve benefit takeup 
Yes in part (cf FRS/DWP estimates x 
benefit) UC52, FC71- 

12. Increase out of work benefits Yes (but not emp effects) UC51+, FC71- 

12A. Increase indexation of benefits Yes US53, FC71- 

13. Means test pensions, PIP, Maternity 
Pay 

Yes, possible 

 13A Apply NIC to pensioners, high 
earners 

Yes 
T52 

14. Change Indexation of pensions Yes, possible   

15. Uniform max VAT rates No   

16. Income Tax threshold Yes, possible 

 17. Flat tax rate ditto 

 18. Optimal marginal tax rates No   

19. JCP & WP effectiveness Not really  (how? Displacement effects?) 

 
20.  Overall employment rates 

Yes (indirectly, via GDP growth, migration 
etc) M51-3, E72, NS71 

21. Targeted employment rates Yes, e.g. thru regional convergence R72, FC71- 

22. Increase Min Wage/Living Wage  Yes - 2015 NLW /Full Living Wage W73-4, FC71- 
22A Increase indexation of Min/Living 
Wage 

Yes - esp full Living Wage option 
W74, FC71 

23. Employer incentive to pay Living 
Wage 

No 

 24. Sectoral Targeted Living Wage Yes   

25. Improved job prospects for poor Not really (as 19. above), except indirectly see 20-21 above 

26. Improve quality of PT work Not really (unclear how impacts on poverty) 

 27. Close attainment gap for FSM children No, not focus of model (but could import effects) 

28. Reduce relationship breakdown Yes D73, FC71- 

29. Better child maintenance system  No (but might import results)   

30. Prevent x% homelessness Yes, probably (links to complex needs) See App G 

31. Prevent x% problem substance use Ditto See App G 

32. Prevent x% children entering care No (various issues here) See App G 

33. Prevent x% adults entering prison  Yes, probably (links to complex needs) See App G 

34. Increase benefits & work for asylum Yes, probably (based on 'Destitution' study) 

 35. Living wage throughout NHS Not directly (cost implications?) 
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36. Reduce pay gaps for various groups Problematic (how? Skill levels?) 

 36A. Raise part-time pay   W57, FC71- 

Additional Policies  

 X1.  Build more housing (through 
planning) 

Yes (cf. 8. above) 
S51, FC71- 

X2  Build more social housing  Yes (cf. 8. above) S52, SR74, FC71- 

X3  Build more intermediate housing  Yes (cf. 8. above) S53 

X4. Change social rent regime 
Yes (cf. 8. above) SR51-

2,SR74,FC71- 

X5. Change LHA levels & caps Yes (cf. 8. above) PR52, NS71 

X6. Rent/security regulation in PRS Yes (s.t. some uncertainty re supply resp) PR51, FC71- 

X7. Change property tax/CT Yes T51, FC71- 

X8. Limit immigration by specified origins Yes (s.t. assumptions re econ impact) M51, E72, NS71 

X9. Mortgage market regulation Yes (e.g. is of slackening) (HP51) 

X10. Change regional growth rates Yes (but how?) R72, FC71- 
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APPENDIX C 

Outcomes, Policies and Model Capabilities 

OUTCOMES MODEL CAPABILITIES 

Poverty Measures  

  Income-based 
Yes 

  After Housing/other essential Costs 
Yes, incl childcare costs 

 Material (& other?) Deprivation 
Yes, incl combined & severe poverty 

 Dynamics 
Yes, at subregional/macro level;  

 

Partially, for some of micro responses 

 Individual vs household Household, mainly 

Timeframes of forecasts  

  Annual 2011-2041; micro at 10 year interv 

Population sub-groups & geographical 
areas 

 

 Nations, regions, localities England + Housing Market Areas (n =102) 

 

Scotland, Wales, NI +14 additional HMAs 

 Age Yes 

 Ethnicity Yes -  linked to migration 

 Disability Yes -  l t s d /poor health combinations 

 Gender Yes; female-headed households, gender pay 

 Household Types Yes, developed further in demographics 

Wider Constraints reflected  

 Demographic change Yes 

 Labour market change Yes, esp via regional employment rates 

 Housing market change Yes 

Other Outcomes derivable Financial difficulty, housing need & afford'y 

 Total govt tax revenue Partially (IT, NICs, CT) 

 Work incentives Estimates of incentives under UC 

 

 + crude models of propensity to move into 
work 

 Number of workers active Yes  

Costs of or Saving from Policies  

 Housing related costs Yes 

 Benefit costs Yes (esp HB/UC) 

 Health Not in this study (but see Counting Cost) 

 Education Not in this study (but see Counting Cost) 

 Other public services Not in this study (but see Counting Cost) 

 Costs of complex needs, e.g. substance See Appendix G 
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APPENDIX D 

ASSUMPTIONS IN BASELINE FORECAST 

Real GVA(GDP) growth. We assume the economy will track the HMT ‘Average of 

Independent Forecasts’ to 2018 (i.e.3.0% in 2014, 2.6% in 2015, 2.4% in 2016, 2.3% in 

2017-18) and then settle on a long term trend growth rate of about 2.63% in normal years 

(based on England experience 1997-2008), but with a simulated recession in 2027-30 

bringing the long term rate down to 2.42% (2016-41). Brexit is treated as a variant scenario 

leading to GDP being 3.6% lower in 2018 and 5.6% lower in 203.  . 

Output (GVA) per worker (Derived). Ave annual real terms increase of 1.86% from 2016 to 

2041 (UK value).   

Unemployment (ILO). (Derived) We have this initially tracking the indep forecasts down 

from 8.5% in 2012 via 6.6% in 2015, to 5.4% in 2021 4.7% in 2027, back up to 6.4% in 

2031, then gradually down to 4.5% in 2041; this now includes as additional  cyclical shock 

in the later 2020s.  

Employment Rate (% working age).(Derived). Similarly, this fell to 69.9% in 2012, rises to 

72.9% in 2015, 74.9% in 2021, and 76.0% in 2026, falling to 73.2% in 2031 and recovering 

to 76.6% in 2041. 

CPI Inflation. 0.2% 2015, 1.2-1.9% 2016-18, 2.4% thereafter.  

Mortgage Interest Rate 4.2-4.4% (2012-14), 4.7% in 2015, 5.5% in 2016, 6.2-6.6%% 2017-

25, 3.6-5.6%. 2026-33, 6.2-6.7% thereafter.  

FTSE Increasing by, 3.0% pa  in real terms, but with cyclical disturbance 2026-32.  

Earnings (median full time, derived). Ave increase 2015-41 at 1.62% (real terms, UK),  

implying 4.0% nominal.  

Credit Rationing (proxied by a crude ‘shadow price’) basically returning to ‘new normal’ 

(slightly more restrictive than pre-2007) from 2014 (but note that some additional financial 

system variables have been introduced, which particularly affected private rented sector) 

Buy to Let: Ave increase in BTL lending in real terms 1.5% pa (note that this variable is 

partly a proxy for more ‘generous’ lending, and operates alongside additional financial 

system variables) 

International Migration. The current baseline, is around +161,000 per year net for England., 

while our high variant gives about 254,000, which is  closer to recent actual outturns (latest 

year’s figures exceeded 300,000). The lower variants are about 60,000 and 100,000 pa.   

New housebuilding. (derived) Annual completions (priv+social) in England rising to 190,000 

pa from mid  2020s – of which about 25,000 social. Uk figures around 226.000 and 31,000.  
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Population  (derived) of England growing by an average rate of 0.63% over whole period 

2011-41. From 52.1m to 63.4m UK figures are 0.60% and 62.2m to 74.5m.  

Households (derived) in England growing by an average rate of 0.73% over whole period 

2011-41, from 21.8m to 27.0m. UK figures are  0.72%  and  26.1m to 32.4m. However, 

comparing with the latest official household projections for England 2012-37, our model 

gives a lower growth of 171,000 pa compared with 208,000 pa in the projection. This 

difference reflects supply limitations suppressing household formation to a slightly greater 

extent than in the official projections, in our baseline scenario. 

Relative Earnings. Low earners (<£345 pw gross income) see earnings rise in line with 

median earnings. High earners (>£1360 pw gross income) see earnings rise 2% pa above 

median. 

Indexation of Benefits. Working age benefits generally indexed to rise 1% pa below median 

earnings, effectively 0.6% above CPI. However, these benefits are reduced significantly in 

real terms up to 2020, by about 17%, as result of budgetary measures post-2010. 

Pensioner index assumed to rise slightly above median earnings (+0.2% pa) due to ‘triple 

lock’. Tax & NI personal allowances rise with median earnings.  

Council Tax assumed to rise with actuals to 2015, inflation to 2021, and with working age 

benefits thereafter. Property tax would be fixed rate and would move with house values. 

Social Rents. After period of nominal reduction to 2020, rents would resume previous 

pattern of rising with CPI+1%pa.  

Universal Credit. After imposition of 2015 Budget cuts and indexation limits to 2015, this 

system is assumed unchanged, with indexation as above (i.e.below earnings, above 

inflation).  
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APPENDIX E 

POVERTY OUTCOMES FROM SCENARIOS  

 

Table E.1: Estimated Values of Poverty Outcomes in Base Year (2011) by Demographic and Geographic Categories 

 <60% net <60% net < MIS net MIS Gap 
Mater 
Depr Combined Severe Financial  Housing Children 

Tenure 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need Workless 

ten3 povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

Own .1162 .1008 .1233 12.8912 .1244 .0206 .0002 .0821 .1979 0.0122 

Soc .3209 .4423 .4763 49.2095 .5493 .3565 .0847 .3266 .2606 0.2465 

PR .1996 .3785 .4332 51.3309 .3555 .2115 .0459 .2550 .2345 0.1285 

Total .1671 .2099 .2401 26.0588 .2404 .1136 .0232 .1557 .2154 0.0741 

                      

Broad Region          
 & Country 

          

breghma povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

North .1875 .2223 .2523 25.81 .2627 .1260 .0221 .1590 .2034 0.0830 
Midlands .1946 .2131 .2466 26.39 .2480 .1226 .0221 .1539 .2198 0.0759 
South .1495 .1997 .2308 24.76 .2175 .0934 .0175 .1393 .2031 0.0574 
London .1373 0.2193 .2404 32.04 .2580 .1294 .0445 .2002 .2743 0.0970 
Wales .1745 .1975 .2386 24.22 .2253 .1024 .0113 .1461 .2239 0.0704 
Scotland .1540 .1800 .2108 20.16 .2238 .1010 .0159 .1423 .1920 0.0638 
N Ireland .2262 .2389 .2625 28.13 .2413 .1194 .0188 .1098 .2073 0.0699 
Total .1675 .2095 .2394 26.04 .2410 .1133 .0232 .1557 .2172 0.0743 
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           Broad 
Household 

          Type 
          

hht3 povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

Families .2004 .2709 .3742 51.62 .4115 .2445 .0448 .2402 .2429 0.2847 
Wkg Age .1457 .2010 .2458 24.11 .2187 .0986 .0236 .1651 .2881 0.0000 
Older .1749 .1618 .0882 3.72 .1084 .0060 0.0000 .0506 .0541 0.0000 
Total .1674 .2093 .2394 26.06 .2410 .1132 .0232 .1557 .2172 0.0742 

           
Fuller Household 

<60% net <60% net < MIS net MIS Gap 
Mater 
Depr Combined Severe Financial  Housing Children 

 Type 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need Workless 

gbhhtype povbhc11a povahc11a failmis11 
misgap1

1 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

Single .2495 .3692 .3979 34.04 .2776 .1774 .0505 .2290 .0986 0.0000 
Lone Par 1+k .3978 .5679 .6703 92.50 .7628 .6217 .1225 .3669 .1586 0.7461 
Couple .0885 .1165 .1629 16.79 .1869 .0597 .0092 .1322 .1442 0.0000 
Cpl+ 1k .1055 .1566 .2389 30.05 .2766 .1063 .0176 .1857 .1575 0.0554 
Cpl+2k .1225 .1767 .2848 35.66 .2639 .1031 .0128 .1823 .0611 0.0906 
Cpl+3+k .2446 .2578 .4692 74.49 .3934 .2145 .0335 .2412 .1655 0.3683 
Mulit-Adult .0862 .0869 .1491 21.72 .2045 .0493 .0083 .1414 .8291 0.0292 
Sing Eld .2227 .2338 .1162 4.27 .1165 .0037 0.0000 .0599 .0200 0.0000 
Cpl Eld .1286 .0921 .0612 3.19 .1005 .0083 0.0000 .0416 .0871 0.0000 
Total .1674 .2093 .2394 26.06 .2410 .1132 .0232 .1557 .2172 0.0742 

 

  



103 
 

Occupational  
<60% net <60% net < MIS net MIS Gap 

Mater 
Depr Combined Severe Financial  Housing Children 

 Level 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need Workless 

class3 povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

High Occs .0335 .0658 .1009 10.72 .1235 .0146 .0005 .1014 .1966 0.0008 
Middle Occs .2524 .2829 .2906 32.36 .2882 .1627 .0395 .1651 .2019 0.1423 
Low Occs .1535 .2467 .3340 34.57 .3090 .1421 .0150 .2245 .2986 0.0034 
Total .1674 .2093 .2394 26.06 .2410 .1132 .0232 .1557 .2172 0.0742 

           

           Household Work 

           Status 
          

work4 povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

1 worker .1505 .2369 .3069 33.81 .2505 .1185 .0150 .1895 .1794 0.0000 
2+ workers .0303 .0489 .0973 10.39 .1613 .0188 .0008 .1178 .3330 0.0000 
WA No Wkr .5593 .6551 .7207 90.30 .6600 .5540 .1475 .3556 .2547 0.5990 
Retired .2040 .1879 .1009 3.93 .1166 .0067 0.0000 .0503 .0371 0.0000 
Total .1674 .2093 .2394 26.06 .2410 .1132 .0232 .1557 .2172 0.0742 

           

           
          

 Gender 
          

sex povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

male .1345 .1691 .2036 19.90 .1927 .0711 .0163 .1350 .1989 0.0153 
female .2081 .2593 .2846 33.29 .2976 .1642 .0315 .1801 .2307 0.1408 
Total .1683 .2106 .2408 26.06 .2410 .1139 .0233 .1557 .2135 0.0730 
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 <60% net <60% net < MIS net MIS Gap 
Mater 
Depr Combined Severe Financial  Housing Children 

Age  
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need Workless 

hihagebnd povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

Under 25 .3700 .4824 .5589 66.31 .4986 .3479 .0479 .2768 .2921 0.2534 
25-39 .1661 .2461 .3172 37.19 .3336 .1915 .0465 .2285 .1600 0.1955 
40-59 .1420 .1937 .2534 29.42 .2635 .1251 .0241 .1769 .3015 0.0374 
60 plus .1789 .1710 .1254 8.20 .1087 .0107 .0019 .0575 .1232 0.0072 
Total .1683 .2106 .2408 26.06 .2410 .1139 .0233 .1557 .2135 0.0730 

           

           Health &          
 Disability 

          
hihhlthdis povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

Not Ill or Disab .1524 .1925 .2224 24.48 .2143 .0931 .0185 .1426 .2160 0.0712 
Poor Health .2042 .2151 .2058 22.94 .3848 .1596 .0538 .2045 .1966 0.0752 
LT Sick Disab .4429 .5647 .6429 64.51 .4920 .3960 .0112 .3036 .2242 0.1468 
Both .4025 .5032 .5773 55.45 .6912 .5075 .1393 .4067 .2907 0.1197 
Total .1674 .2093 .2394 26.06 .2410 .1132 .0232 .1557 .2172 0.0742 

           

           Ethnic 
          Group 
          

hiheth5 povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless 

Missing/unknown .0668 .0688 .1150 13.22 .3015 .0552 .0007 .1035 .2817 0.0086 
White .1653 .2058 .2333 24.24 .2294 .1076 .0211 .1475 .2000 0.0678 
Mixed .2978 .3559 .4030 51.66 .4179 .2752 .0861 .2689 .2592 0.1942 
Black .2581 .3838 .4319 54.81 .4610 .3004 .0924 .3975 .3554 0.2117 
Asian .2259 .2692 .3468 54.28 .2888 .1349 .0366 .2081 .4089 0.1276 
Other .2328 .3539 .3889 55.63 .3428 .2492 .0388 .2661 .2855 0.1368 
Total .1683 .2106 .2408 26.06 .2410 .1139 .0233 .1557 .2135 0.0730 
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Table E.2: Changes in Poverty Outcomes between 2011 and 2041 in Baseline Scenario by Demographic and Geographic Categories 

Housing 
<60% net <60% net < MIS net MIS Gap 

Mater 
Depr Combined Severe Financial  Housing Children % chg 

Tenure 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

ten3 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless chgAHC% 

Own 0.016 0.027 -0.080 -5.682 -0.044 -0.015 0.000 0.004 -0.060 -0.008 26.9% 
Social -0.019 -0.074 -0.272 -24.386 -0.233 -0.199 -0.048 -0.060 -0.049 -0.210 -16.7% 
Priv Rent 0.003 -0.055 -0.092 7.562 -0.055 -0.081 0.002 0.033 -0.032 0.025 -14.4% 
Total 0.003 0.001 -0.091 -1.711 -0.071 -0.055 -0.005 0.009 -0.050 -0.022 0.4% 

% change 1.9% 0.4% -38.1% -6.6% -29.5% -48.7% -22.6% 5.6% -23.4% -29.6%   

            

Broad Region 
           & Country 

           

breghma povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless chgAHC% 

North 0.021 0.031 -0.087 -1.049 -0.083 -0.064 -0.002 0.001 -0.054 -0.034 14.0% 
Midlands -0.004 0.012 -0.102 -3.189 -0.073 -0.059 -0.004 0.000 -0.055 -0.018 5.5% 
South -0.005 0.003 -0.088 -1.004 -0.064 -0.043 -0.006 0.016 -0.070 -0.017 1.4% 
London -0.041 -0.085 -0.079 1.451 -0.087 -0.081 -0.022 0.002 -0.050 -0.017 -38.7% 
Wales 0.097 0.104 -0.081 -3.157 -0.031 -0.021 0.010 0.019 -0.032 -0.010 52.8% 
Scotland 0.010 -0.013 -0.120 -8.594 -0.064 -0.039 0.003 0.010 -0.024 -0.029 -7.3% 
N Ireland 0.068 0.060 -0.096 -3.257 -0.043 -0.045 0.002 0.055 0.038 -0.028 25.1% 
Total 0.003 0.001 -0.091 -1.692 -0.071 -0.055 -0.005 0.009 -0.051 -0.022 0.4% 
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            Broad 
Household <60% net <60% net 

< MIS 
net MIS Gap 

Mater 
Depr Combined Severe Financial  Housing Children % chg 

Type 
eq inc 
BHC eq inc AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

hht3 povbhc11a povahc11a failmis11 
misgap1

1 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless chgAHC% 

Families 0.057 0.073 -0.127 -2.803 -0.072 -0.062 0.006 0.010 -0.019 -0.069 27.0% 
Wkg Age -0.032 -0.043 -0.106 -3.120 -0.085 -0.074 -0.013 0.004 -0.101 0.000 -21.4% 
Older 0.041 0.030 -0.031 1.399 -0.039 -0.004 0.000 0.005 -0.006 0.000 18.7% 
Total 0.003 0.001 -0.091 -1.711 -0.071 -0.055 -0.005 0.009 -0.051 -0.022 0.5% 

Fuller 
Household 

            Type 
           

gbhhtype povbhc41u 
povahc41

u failmis41 
misgap4

1 prmd341 
altcombpov4

1 
altsevpov4

1 
prfindiff4

1 
anyneed

3 
nkids_wrkles
s 

chgAHC
% 

Single -0.106 -0.152 -0.178 -1.764 -0.124 -0.147 -0.034 -0.022 -0.004 0.000 -41.3% 
Lone Par 1+k -0.038 -0.037 -0.236 -5.419 -0.196 -0.229 -0.018 -0.016 -0.017 -0.290 -6.5% 
Couple -0.001 -0.006 -0.090 -6.136 -0.070 -0.040 -0.006 0.006 -0.009 0.000 -5.2% 
Cpl+ 1k 0.031 0.035 -0.134 -11.069 -0.098 -0.063 -0.008 -0.018 -0.027 -0.030 22.2% 
Cpl+2k 0.072 0.050 -0.163 -15.423 -0.083 -0.058 0.001 -0.008 -0.001 -0.049 28.4% 
Cpl+3+k 0.104 0.112 -0.217 -21.532 -0.135 -0.125 -0.002 -0.012 0.002 -0.217 43.6% 
Mulit-Adult 0.029 0.031 -0.083 -6.881 -0.068 -0.029 0.003 0.008 -0.007 -0.002 35.7% 
Sing Eld 0.028 0.005 -0.041 2.085 -0.045 -0.003 0.000 0.002 0.004 0.000 2.2% 
Cpl Eld 0.032 0.024 -0.033 -0.075 -0.036 -0.003 0.000 0.005 -0.001 0.000 26.4% 
Total 0.003 0.001 -0.091 -1.711 -0.071 -0.055 -0.005 0.009 -0.051 -0.022 0.5% 

 

  



107 
 

Occupational  
<60% net <60% net < MIS net MIS Gap 

Mater 
Depr Combined Severe Financial  Housing Children % chg 

 Level 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

  povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless chgAHC% 

High Occs 0.036 0.044 -0.042 -0.465 -0.030 -0.004 0.001 0.018 -0.059 -0.001 67.4% 
Middle Occs 0.003 -0.014 -0.068 6.959 -0.079 -0.079 -0.008 -0.001 -0.045 -0.011 -4.9% 
Low Occs 0.053 0.051 -0.151 -10.931 -0.062 -0.037 0.008 0.029 -0.055 -0.002 20.5% 
Total 0.003 0.001 -0.091 -1.711 -0.071 -0.055 -0.005 0.009 -0.051 -0.022 0.5% 

            

            Household 
           Work 

           
work4 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless chgAHC% 

1 worker 0.028 0.025 -0.147 -9.245 -0.065 -0.047 0.002 0.015 -0.042 0.000 10.6% 
2+ workers 0.029 0.031 -0.062 -4.356 -0.054 -0.009 0.000 0.006 -0.083 0.000 62.9% 
WA No Wkr -0.151 -0.207 -0.047 38.537 -0.144 -0.272 -0.028 -0.018 -0.045 -0.014 -31.6% 
Retired 0.053 0.040 -0.032 1.950 -0.040 -0.004 0.000 0.006 -0.005 0.000 21.3% 
Total 0.003 0.001 -0.091 -1.711 -0.071 -0.055 -0.005 0.009 -0.051 -0.022 0.5% 

            

            Gender 

           
                        

sex povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless chgAHC% 

male 0.000 -0.003 -0.091 -3.410 -0.068 -0.049 -0.007 0.009 -0.047 -0.007 -1.9% 
female 0.002 0.001 -0.096 -0.454 -0.079 -0.067 -0.004 0.007 -0.053 -0.043 0.3% 
Total 0.003 0.000 -0.092 -1.711 -0.071 -0.056 -0.005 0.009 -0.049 -0.022 0.2% 
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Age Band of  
<60% net <60% net < MIS net MIS Gap 

Mater 
Depr Combined Severe Financial  Housing Children % chg 

 HIH 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

hihagebnd povbhc11a povahc11a failmis11 misgap11 prmd3 altcombpov altsevpov findiff anyneed3 nkids_wrkless chgAHC% 

Under 25 -0.197 -0.279 -0.162 11.069 -0.182 -0.220 -0.013 -0.038 -0.080 -0.101 -57.8% 
25-39 0.002 0.006 -0.147 -8.900 -0.109 -0.090 -0.015 -0.008 -0.020 -0.093 2.6% 
40-59 0.004 0.001 -0.103 -3.038 -0.084 -0.071 -0.007 -0.003 -0.080 -0.009 0.3% 
60 plus 0.030 0.020 -0.049 -0.713 -0.039 -0.007 0.000 0.019 -0.021 0.000 11.6% 
Total 0.003 0.000 -0.092 -1.711 -0.071 -0.056 -0.005 0.009 -0.049 -0.022 0.2% 

            

            Health & 

           Disability 
           

hihhlthdis povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless chgAHC% 

Not Ill or Disab 0.010 0.010 -0.091 -2.217 -0.061 -0.042 -0.005 0.012 -0.052 -0.021 5.2% 
Poor Health 0.000 0.002 -0.042 -0.200 -0.121 -0.092 -0.015 -0.002 -0.025 -0.025 0.9% 
LT Sick Disab -0.108 -0.135 -0.043 18.969 -0.129 -0.283 0.019 0.002 -0.051 -0.033 -24.0% 
Both -0.080 -0.120 -0.029 19.668 -0.114 -0.195 0.039 0.016 -0.018 -0.007 -23.8% 
Total 0.003 0.001 -0.091 -1.711 -0.071 -0.055 -0.005 0.009 -0.051 -0.022 0.5% 

            

            Ethnic 
           Group 
           

hiheth5 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless chgAHC% 

Missing/unknown 0.025 0.025 -0.062 -6.810 -0.108 -0.019 0.000 -0.021 -0.093 -0.005 36.9% 
White 0.005 0.002 -0.096 -2.353 -0.070 -0.053 -0.004 0.008 -0.052 -0.024 0.9% 
Mixed -0.072 -0.075 -0.101 7.114 -0.136 -0.143 -0.020 -0.024 -0.077 -0.061 -21.0% 
Black -0.135 -0.183 -0.182 -9.503 -0.182 -0.222 -0.073 -0.131 -0.108 -0.083 -47.7% 
Asian -0.007 0.001 -0.149 -18.421 -0.092 -0.069 -0.010 0.016 -0.075 -0.049 0.3% 
Other -0.036 -0.066 -0.084 -1.696 -0.093 -0.136 -0.020 -0.035 -0.046 -0.043 -18.7% 
Total 0.003 0.000 -0.092 -1.711 -0.071 -0.056 -0.005 0.009 -0.049 -0.022 0.2% 
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Table E.3: Combined Favourable Scenario (FC72) on Poverty Outcomes in 2041 by Demographic and Geographic categories 

 <60% net <60% net < MIS net MIS Gap Mat Depr Combined Severe Financial  Housing Children % chg 

eq inc BHC 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

ten3 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

Own -.0082 -.0074 -.0258 -4.1598 -.0092 -.0036 .0000 -.0034 -.0110 -.0016 -5.8% 

Social Rent -.0650 -.0507 -.1088 -13.4288 -.0532 -.0496 -.0211 -.0237 -.0165 -.0056 -13.8% 

Private Rent -.0767 -.1037 -.2136 -40.0099 -.0600 -.0569 -.0301 -.0273 -.0247 -.0593 -32.0% 

Total -.0318 -.0396 -.0926 -16.1375 -.0304 -.0243 -.0114 -.0153 -.0159 -.0220 -18.8% 

% change -18.7% -18.8% -62.3% -66.3% -17.9% -41.7% -63.7% -9.3% -9.7% -42.2%   

            Broad Region 
         

  & Country 

           

breghma povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

North -.0455 -.0486 -.1011 -16.9420 -.0295 -.0250 -.0144 -.0042 -.0060 -.0188 -19.2% 

Midlands -.0346 -.0523 -.0970 -17.2917 -.0303 -.0285 -.0111 -.0079 -.0096 -.0206 -23.3% 

South -.0152 -.0416 -.0901 -14.8295 -.0271 -.0218 -.0075 -.0212 -.0134 -.0184 -20.6% 

London -.0225 -.0206 -.1017 -21.7071 -.0361 -.0206 -.0140 -.0338 -.0390 -.0356 -15.3% 

Wales -.0603 -.0190 -.0846 -11.6528 -.0347 -.0272 -.0108 -.0041 -.0114 -.0224 -6.3% 

Scotland -.0472 -.0411 -.0590 -7.6167 -.0317 -.0276 -.0126 -.0114 -.0187 -.0191 -24.6% 

N Ireland -.0742 -.0619 -.0818 -14.8807 -.0382 -.0307 -.0074 -.0110 -.0100 -.0131 -20.7% 

Total -.0318 -.0395 -.0924 -16.1375 -.0304 -.0242 -.0114 -.0153 -.0160 -.0220 -18.8% 
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Broad 
Household <60% net <60% net < MIS net MIS Gap Mat Depr Combined Severe Financial  Housing Children % chg 

Type 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

hht3 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

Families -.0497 -.0617 -.1703 -36.1564 -.0571 -.0617 -.0285 -.0194 -.0242 -.0885 -17.9% 

Wkg Age -.0709 -.0755 -.0983 -14.2532 -.0290 -.0164 -.0081 -.0187 -.0157 .0000 -47.8% 

Older .0882 .0794 .0122 1.8892 .0004 .0006 .0000 .0012 -.0044 .0000 41.3% 

Total -.0318 -.0395 -.0924 -16.1375 -.0304 -.0242 -.0114 -.0153 -.0160 -.0220 -18.8% 

            

            Fuller 
Household          

   Type 

           

gbhhtype povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

Single -.0980 -.1056 -.1545 -21.4674 -.0415 -.0221 -.0140 -.0265 -.0132 .0000 -48.7% 

Lone Par 1+k -.0997 -.1315 -.3233 -69.2544 -.1075 -.1257 -.0601 -.0299 -.0215 -.1810 -24.8% 

Couple -.0544 -.0570 -.0547 -8.0869 -.0195 -.0122 -.0023 -.0124 -.0156 .0000 -51.7% 

Cpl+ 1k -.0259 -.0458 -.0708 -11.6124 -.0265 -.0242 -.0055 -.0147 -.0151 -.0102 -23.9% 

Cpl+2k -.0142 .0011 -.0665 -13.2354 -.0186 -.0120 -.0070 -.0093 -.0098 -.0138 0.5% 

Cpl+3+k -.0363 -.0197 -.1353 -31.5475 -.0297 -.0400 -.0169 -.0124 -.0232 -.0587 -5.3% 

Mulit-Adult -.0102 -.0081 -.0273 -7.7744 -.0133 -.0065 -.0054 -.0071 -.0225 -.0170 -6.9% 

Sing Eld .1015 .0937 .0192 2.8225 .0012 -.0001 .0000 .0018 -.0026 .0000 39.2% 

Cpl Eld .0693 .0596 .0021 .4838 -.0007 .0015 .0000 .0007 -.0084 .0000 51.2% 

Total -.0318 -.0395 -.0924 -16.1375 -.0304 -.0242 -.0114 -.0153 -.0160 -.0220 -18.8% 
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Occupational  <60% net <60% net < MIS net MIS Gap Mat Depr Combined Severe Financial  Housing Children % chg 

 Level 
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

class3 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

High Occs -.0260 -.0297 -.0356 -5.8317 -.0117 -.0027 -.0015 -.0097 -.0134 -.0002 -27.0% 

Middle Occs -.0102 -.0068 -.1273 -25.8756 -.0425 -.0287 -.0192 -.0157 -.0158 -.0551 -2.5% 

Low Occs -.0839 -.1219 -.1380 -17.8437 -.0448 -.0588 -.0160 -.0264 -.0226 -.0001 -41.0% 

Total -.0318 -.0395 -.0924 -16.1375 -.0304 -.0242 -.0114 -.0153 -.0160 -.0220 -18.8% 

            

            Household Work 
         

   Status 

           work4 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

1 worker -.0618 -.0812 -.1048 -15.3022 -.0213 -.0232 -.0060 -.0150 -.0117 .0000 -31.0% 

2+ workers -.0143 -.0190 -.0250 -4.0772 -.0112 -.0048 -.0003 -.0074 -.0213 .0000 -23.9% 

WA No Wkr -.1870 -.1463 -.4614 -97.1847 -.1754 -.1298 -.0970 -.0594 -.0365 -.1888 -32.6% 

Retired .1044 .0968 .0151 2.4012 .0008 .0006 .0000 .0018 -.0031 .0000 42.5% 

Total -.0318 -.0395 -.0924 -16.1375 -.0304 -.0242 -.0114 -.0153 -.0160 -.0220 -18.8% 

            

            
          

  Gender 

           
sex povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

male -.0159 -.0174 -.0601 -9.1837 -.0168 -.0108 -.0064 -.0103 -.0145 -.0032 -10.5% 

female -.0490 -.0635 -.1281 -23.6399 -.0449 -.0387 -.0170 -.0206 -.0172 -.0398 -24.4% 

Total -.0319 -.0397 -.0927 -16.1375 -.0304 -.0243 -.0115 -.0153 -.0158 -.0209 -18.8% 
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 <60% net <60% net < MIS net MIS Gap Mat Depr Combined Severe Financial  Housing Children % chg 

Age  
eq inc 
BHC 

eq inc 
AHC inc x hht £pw /hhd 3+ items Poverty Poverty Difficulty Need WorklessHH PovAHC 

hihagebnd povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

Under 25 -.0552 -.0509 -.2857 -56.2157 -.0833 -.0338 -.0230 -.0269 -.0249 -.0576 -25.0% 

25-39 -.0645 -.0846 -.1256 -21.5019 -.0441 -.0429 -.0190 -.0249 -.0187 -.0420 -33.5% 

40-59 -.0676 -.0719 -.1028 -18.1378 -.0327 -.0248 -.0114 -.0158 -.0171 -.0118 -37.0% 

60 plus .0550 .0546 -.0075 -.2727 -.0024 -.0017 -.0012 -.0013 -.0079 -.0040 28.6% 

Total -.0319 -.0397 -.0927 -16.1375 -.0304 -.0243 -.0115 -.0153 -.0158 -.0209 -18.8% 

            

            Health & 
         

  Disability 

           hihhlthdis povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

Not Ill or Disab -.0287 -.0361 -.0808 -14.4932 -.0270 -.0207 -.0084 -.0143 -.0159 -.0235 -17.8% 

Poor Health .0304 .0189 -.0908 -13.7218 -.0315 -.0274 -.0217 -.0124 -.0151 -.0050 8.7% 

LT Sick Disab -.1733 -.1926 -.4249 -64.8268 -.1014 -.0541 -.0192 -.0399 -.0129 -.0021 -44.9% 

Both -.1819 -.1822 -.3564 -56.4178 -.1226 -.1622 -.1314 -.0431 -.0231 -.0001 -47.5% 

Total -.0318 -.0395 -.0924 -16.1375 -.0304 -.0242 -.0114 -.0153 -.0160 -.0220 -18.8% 

                        
Ethnic 

         
  Group 

           hiheth5 povbhc41u povahc41u failmis41 misgap41 prmd341 altcombpov41 altsevpov41 prfindiff41 anyneed3 nkids_wrkless % chg ahc 

Missing/unknown -.0238 -.0122 -.0400 -4.5838 -.0128 -.0031 .0002 -.0065 -.0142 -.0022 -13.0% 

White -.0272 -.0343 -.0845 -14.3618 -.0281 -.0223 -.0108 -.0133 -.0128 -.0176 -16.5% 

Mixed -.1145 -.0761 -.1901 -37.0231 -.0624 -.0413 -.0497 -.0296 -.0310 -.0501 -27.1% 

Black -.0397 -.0734 -.1636 -31.9477 -.0573 -.0261 -.0144 -.0341 -.0378 -.0535 -36.6% 

Asian -.0574 -.0701 -.1225 -24.9023 -.0319 -.0351 -.0120 -.0223 -.0326 -.0377 -26.0% 

Other -.1024 -.1460 -.2213 -35.3282 -.0555 -.0981 -.0062 -.0325 -.0239 -.0455 -50.7% 

Total -.0319 -.0397 -.0927 -16.1375 -.0304 -.0243 -.0115 -.0153 -.0158 -.0209 -18.8% 
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APPENDIX F:  SUMMARY IMPACTS OF SCENARIOS 

Row Scen Scenario Description Afford Afford 
Soc 
Lets/ Rel Pov 

MIS 
Gap Combined Favoured Favoured Favoured Net Fiscal Grouping 

    (compare baseline 5) Buy '31 
Rent 
'31 

Need % 
31 

AHC % 
41  % 41 Pov % 41 Tenure Regions 

Hhd 
Type  

 Cost 
£m 

% 
GDP   

              
Housing 

1 S51 Very high supply +53% 13.0% 4.5% 24.6% 0.4% -2.2% 2.8% Own Sth, NI  Wkg age -757 
-

0.03%  Supply 

              
Housing 

2 S52 V high social supp +153% 8.4% 3.0% 58.0% -2.1% -3.7% 3.1% Priv Rent Mids, Sth Wkg age 8,727 0.40%  Supply 

              
Housing 

3 S53 High supply +LCHO 4.4% 1.7% 22.5% 0.8% -2.2% 2.9% Soc Rent Lond, Sth Older -2,906 
-

0.13%  Supply 

   
+4.4%+1.3% 

          
4 D51 Less Relationship B'down 1.0% 3.3% -0.9% -0.5% -14.1% -12.7% Priv Rent Most Eng Families -30,403 

-
1.39% X 

               
5 M51 Low Migration & growth 5.1% 1.2% 24.6% -0.1% -8.6% -7.7% Soc Rent Lond Families -17,973 

-
0.82% Migration 

              
 & Growth 

6 M53 High Migration, match grwth -4.7% -1.1% -19.5% 1.5% 9.0% 6.8% Soc Rent Scot, Mids Older 14,754 0.68% Migration 

              
 & Growth 

7 R52 Reg Grwth Converge +ve -0.3% -0.5% 5.3% -0.1% -0.8% -2.3% Rent NI, Scot Mixed -1,763 
-

0.08% X 

               
8 HP51 Higher price growth -12.6% 4.4% -7.0% 0.0% -2.6% -1.2% Priv Rent Lond Mixed -8,931 

-
0.41% Regulation 

              
 & Tax 

9 PR51 Priv Rent Regul -1% 7.6% 3.3% 5.9% 1.3% -1.6% 0.2% Mixed 
Lond, 
Scot 

 
-1,882 

-
0.09% Regulation 

              
 & Tax 

10 T51 Prop Tax @0.50% -2.0% -0.2% -2.1% 0.8% 0.4% 0.9% Soc Rent Scot, Mids Older -1,289 
-

0.06% Regulation 

              
 & Tax 

11 SR51 Living Rents (SRS) 0.0% -1.0% -0.1% 3.5% 11.5% 0.4% Priv Rent London Older 3,218 0.15% X 

               
12 SR52 Affordable Rents (SRS) 0.0% -1.8% -0.3% 5.3% 24.3% 1.2% Priv Rent 

London, 
NI (Older) 7,435 0.34% Austerity 
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 & Brexit 

13 W51 Extra Workers Incent 
   

-0.2% -16.0% -2.4% Priv Rent London Wkg Age -11,727 
-

0.54% Work 

               
14 W52 Extra Hours Incent 

   
-0.7% -7.2% -2.8% Own Scot, Sth Wkg Age -26,494 

-
1.53% Work 

               15 UC51 Reverse UC cuts 
   

-1.9% 0.0% -1.7% Priv Rent Lond, Sth Families 2,915 0.13% Benefits 

               16 UC52 Halve Nontakeup UC 
   

0.4% 0.0% 0.2% Priv Rent Sth Older 1,775 0.08% Benefits 

               
17 W53 

Nat Living Wage (G 
Osborne) 

   
-0.4% -7.0% -2.0% Soc Rent Wales Wkg Age -4,636 

-
0.21% X 

               
18 W54 Full Living Wage +1% ind 

   
-3.3% -10.9% -3.3% Soc Rent Scot, Mids Wkg Age -14,455 

-
0.66% X 

               
19 PR52 Corrected LHA 

   
2.5% 4.6% 3.7% Soc Rent Scot Older -7,895 

-
0.36% Austerity 

  
 (no rebasing) 

           
 & Brexit 

20 UC53 
Indexing UC & low earns 
+1% 

   
-0.4% -25.6% -5.3% Soc Rent 

Scot, 
Lond Wkg Age -11,739 

-
0.54% Benefits 

               
21 UC54 Lower UC taper (50%) 

   
-2.1% 0.0% -1.4% Priv Rent 

Lond, 
Mids Families 4,007 0.18% Benefits 

               
22 W56 Close gender pay gap 

   
-1.9% -8.4% -9.2% Priv Rent Mixed Families -33,466 

-
1.53% X 

               
23 W57 Raise part-time pay 

   
0.0% -2.5% 0.4% Soc Rent Scotland Wkg Age -4,477 

-
0.21% Pay 

               
24 W55 Child Care full package 

   
-0.3% -10.1% -2.7% Priv Rent Scotland Families -4,641 

-
0.21% X 

               
25 FC51 

T51, W51, W52, 
UC51+20%  -2.0% -0.2% -2.1% -10.3% -37.7% -20.2% Priv Rent 

Lond, 
Scot Wkg Age 5,890 0.27% X 

  
 UC52, W54, UC53 

            26 FC52 Above + S52, D51, R52,  8.4% 3.0% 58.0% -9.7% -35.8% -21.0% Priv Rent Lond, Wkg Age -2,667 - X 
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Scot 0.12% 

  
  PR51, T51@65% 

            
27 FC53 FC52 (UC+50%) + W56 8.4% 3.0% 58.0% -16.1% -65.6% -38.2% Priv Rent 

Scot, 
Lond 

Fam & 
Wkg -50,615 

-
2.32% X 

  
 UC54 W57, W55, W52 rev 

            28 NS51 M52, PR52, Ind -1%,  -4.7% -1.0% -19.7% 6.3% 34.8% 14.6% Own NI, Wales Older 7,447 0.34% X 

      UCR-20%, AffRent in SRS           nkids_wrkless           
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Row Scen Scenario Description Afford Afford 
Soc 
Lets/ Rel Pov 

MIS 
Gap Combined Favoured Favoured Favoured Net Fiscal Grouping 

    (from here baseline 7) 
Buy 
'31 

Rent 
'31 

Need % 
31 

AHC % 
41  % 41 Pov % 41 Tenure Regions 

Hhd 
Type  

 Cost 
£m 

% 
GDP   

29 W75 Govt Childcare offer 
   

-0.3% -6.7% -10.8% Social Lond, Scot Families -19,090 
-

0.88% Family 

    

after childcare 
costs -1.5% -7.5% -20.4% workless families 

    
30 W76 JRF Childcare package 

   
0.3% -12.1% -12.5% Social 

Scot, Lond, 
Mid Families -18,892 

-
0.87% Family 

    

after childcare 
costs -1.9% -14.4% -46.2% workless families 

    
31 SR73 Living Rents (SRs) + 7.7% 1.8% 56.5% 0.2% 4.8% 2.9% Rent Lond, Mids 

W A, 
Fam n/a 

 
X 

  
 high SR supply 

            32 SR74 Living Rents, High SR  7.0% 1.6% 51.7% -0.8% 35.7% 4.4% Own Mids, Families 24,163 1.11% Housing 

  
 supp, feedback to GDP 

    
?? 

      
 Supply 

33 D73 Relationship Breakdown 0.2% 0.7% -0.3% 0.0% -3.1% -2.7% Renters Lond, Scot Wkg Age   -6,634 
-

0.30% Family 

  
 mod reduction  '-10%' 

            
34 W73 

Nat Living Wage 
(Osborne) 

   
-2.5% -8.5% -3.7% Renters Wales, Scot Wkg Age -11,612 

-
0.53% Pay 

  
 with econ feedback 

            
35 W74 Full Living Wage +1% ind 

   
-6.4% -13.5% -4.0% Renters Mids Wkg Age -23,738 

-
1.09% Pay 

  
 with econ feedback 

            
36 R72 Regional Convergence (+) 0.3% -0.5% 16.9% 0.7% -1.9% -4.5% Soc Rent NI, Nth Wales 

Fam, 
older 4,249 0.19% Regional 

              
 Growth 

37 E72 Brexit basic 0.6% 0.8% -16.9% 0.3% 1.2% 7.1% Owners South Older 5,639 0.26% Migration 

  
  inc lower migration 

           

& 
Growth 

38 W77 Close Gender Pay Gap 2 -0.1% 0.0% -0.6% -3.6% -8.6% -9.5% Renters Mids, Families -14,614 
-

0.67% Pay 

  
 with  econ feedback 

            
39 NS71 E72, PR52, SR52, SH, -0.5% -1.5% -18.7% 5.9% 25.9% 12.7% Own 

South, Wales, 
NI Older -855 

-
0.04% Austerity 

  
  Ind-1%; UCR-20% 

           
 & Brexit 
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40 FC71 
S53, SR74, D73, R72, 
PR51 5.6% 1.0% 42.4% -13.0% -66.3% -34.7% Priv Rent Scot, NI, Mids 

W A, 
Fam -62,140 

-
2.85% X 

  

T51(0.65%), 
W77,W74,W51 

 

after childcare 
costs -14.6% -67.2% -42.2% workless families 

    

  
  W52, UC51+30%, UC52, 

            

  
  UC53, UC54, W57, W76 

            
41 FC72 as above, UC+50%  

   
-18.8% -66.3% -41.7% 

   
-42,101 

-
1.93% APS 

  
   

 

after childcare 
costs -20.2% -67.2% -42.2% workless families 

    
42 FC73 as above, high earners -1%pa     

as 
above         hiearn-1 42,313 1.94% APS 
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APPENDIX G 

COST-EFFECTIVENESS MODELLING OF INTERVENTIONS TO 

TACKLE COMPLEX NEEDS 

This Appendix shifts the focus from general poverty and broad policy measures to 

tackle it onto smaller sub-groups within the poor whose poverty is bound up with a 

more complex set of disadvantages. This group, variously referred to as people with 

‘complex needs’ (CN), ‘multiple exclusion’  or ‘severe and multiple disadvantage’ 

(SMD), comprise a minority of the poor and typically experience a combination of 

problems including homelessness, substance misuse, chronic offending, and mental 

health problems. Experiences among this group can often include being a victim or 

perpetrator of domestic violence, involvement in street begging or petty crime, 

various forms of institutionalisation as well as rough sleeping, repeated 

hospitalisation, suicide attempts and self harm, as well as severe poverty and 

destitution (Fitzpatrick et al 2016). As argued in the relevant chapter of the main JRF 

Anti Poverty Strategy report, this group merit particular and tailored interventions to 

address their complex needs I a more effective manner. Part of the rationale for such 

interventions is the substantial cost on public services which they incur, and it is 

increasingly recognised that the cost of significant interventions may be well justified 

by the savings (‘cost offsets’) in public spending which may result from interventions 

which have a reasonable, evidenced prospect of successful outcomes.  

This appendix provides selected examples of using evidence on costs associated 

with complex needs and evidence on the potential effectiveness of certain 

interventions in simple modelling frameworks to look at the potential impacts of 

different types of policy measure. Two specific types of intervention are considered 

in this way: ‘Housing First’ (HF) and ‘Individual Placement Scheme’ (IPS). These 

have been selected because (a) they are broad enough in scope to be applied quite 

widely, (b) they illustrate the issues and possibilities, (c) there is some relevant 

evidence to draw on and (d) this evidence is reasonably encouraging about the 

outcomes of these approaches. In addition, a more general approach to looking at 

the range of public service costs incurred by people suffering different degrees of 

complex need, over time, is developed to place some parameters on what it might be 

worth spending, on effective interventions, both earlier and later in complex need 

‘careers’.  

Housing First 

The Housing First (HF) model is discussed in the chapter of the main APS report on 

‘Poverty and Complex Needs’. The essence of this approach is to take (single) 

homeless people with complex needs, typically utilising hostel accommodation and 

associated support, and to place them in a tenancy in permanent mainstream 

housing, while providing a flexible personal support service through a keyworker who 

assists them both in sustaining that tenancy and in addressing the other critical 



121 
 

issues facing them, in an order and at a pace determined more by the client than by 

the service. While the main APS Report chapter discusses the concept and 

application of HF and reviews international evidence on its effectiveness, in this 

Appendix we draw on UK evidence on effectiveness and on costs and cost-savings.  

The most useful UK evaluation is the study by Bretherton and Pleace (2015) 

Housing First in England: an evaluation of nine services, a report of research by the 

Centre of Housing Policy for Homeless Link, GLA and Brighton & Hove Council. We 

use this as the main basis for our parameters on the cost of the HF service itself and 

on the degree of achievement of key outcomes by service users. For the estimation 

of the savings in public service costs (‘cost offsets’) we use two sources, the study 

by Fitzpatrick et al (2015) Hard Edges: Mapping Severe and Multipl Disadvantage 

(for LankellyChase Foundation) and the study by Battrick et al (2014) Evaluation of 

the MEAM Pilots – Update on our findings, research by FTI consulting for ‘Making 

Every Adult Matter’ (MEAM). The former drew on detailed data within the ‘Multiple 

Exclusion Homelessness’ (MEH) survey (Fitzpatrick & Bramley 2013) on use of 

services and institutions, combined with a number of standard sources on unit costs, 

to derive average costs across a range of service headings, for people with different 

combinations of disadvantage (homelessness, substance misuse, offending). The 

latter drew on detailed case studies of interventions with individuals with complex 

needs in two local authorities, again combined with standard sources on unit costs. 

These two sets of estimates of costs are useful because they represent, by common 

consent, a relatively ‘low’ set of estimates and a relatively ‘high’ set, respectively. 

These differences may reflect the degree of selectivity (i.e. complexity) of the cases 

used in the two studies, and also the degree of detail obtained about the use of 

certain services (particularly healthcare and criminal justice episodes).  

Table G.1 below summarises the calculations. 

The main direct cost of HF is the caseworker. From Bretherton & Pleace (B&P) 

(2015) we infer that an average caseload is 7.5 cases per worker (range 5-10) with 

an hourly cost of £35 (range £26-40), which we translate into an annual cost of 

£57,750 per worker (35 x 37.5 hr/wk x 44 week working year) or £7,700 per active 

case.  

It is understood, from various sources, that HF is suitable for most but not all single 

homeless in hostel/rough sleeping/intermediate accommodation with 

additional/complex needs. We interpret ‘most’ as 80%. So, for every 100 of the target 

group, we expect 80 to go into HF and have a caseworker assigned.  

Across the 5 services reviewed in B&P, 80 cases were taken on of which 59 (74%) 

sustained their independent housing for at least one year. This is the first key 

outcome, which affects all the subsequent numbers, which are generally quoted as 

percentages of this group. Some evidence from other countries suggests that he 

success rate may typically be higher than this, in the range 80-90%, so this may be 
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seen as a conservative assumption. Basically, we are assuming that from 100 SMD 

homeless cases at the start, we would have 59 sustaining an HF pathway after a 

year (i.e. 74% of 80%). But we would still assume that the case workers had been 

working on 80 cases, including some which attempted but did not sustain 

independent housing and reverted to hostel.  

For those which sustain HF, there will be a rental payment (paid by HB/LHA/UC), 

which may be in social sector or private sector or a mixture. All the cost assumptions 

from here onwards are quoted at two levels (1) a lower level, based on Hard Edges, 

HE for short; (2) a higher level, based on Batterick et al (MEAM for short). So for 

rental costs, (1) is based on social rent and (2) is based on average of social and 

private.  

An important cost offset is the avoidance of hostel and associated support costs.  HE 

based costs (1) are sum of rental element of HB, hostel subsidy, ‘rough sleeper’ 

costs (e.g. outreach), and 40% of the general support worker costs, but based on the 

actual average time spent in these settings. MEAM costs (2) are much higher, based 

on quoted monthly costs for hostel, second stage and other housing. Clearly the 

difference between this and mainstream housing is a key cost offset. 

The table then shows a number of other headings under which cost changes may be 

recorded – mainly these are expected to be cost reductions (cost offsets). We use 

the B&P data on the proportion of cases who report particular types of problem being 

overcome or alleviated, as shown by comparing the proportions reporting them 

‘before’ and ‘after’, multiplied through by the average expenditure under each of 

those headings in the two datasets, (1) and (2). So for example, physical health 

service usage (A&E visits, inpatient stays, GPs) drops from 60% to 28%, i.e. 32% (of 

the 59 in mainstream housing=19 cases), and this is multiplied by the relevant unit 

cost figures (in this case either £1,763 or £2, 700.  

The same process is followed for six other headings. It can be seen that the largest 

cost offsets in this group are mental health and offending (police/criminal 

justice/prison), with physical health next. Note the very small amount for ‘working’ 

(although this does not include additional tax/NIC revenue or savings on tax credits).  

The total costs shown under the Unit Cost columns are in effect the average total 

cost for an SMD3 case or its equivalent from MEAM, before the HF intervention.  

At the bottom of the table are shown the total net change in expenditure for our 

notional 100 cases, the change in cost per case (i.e. dividing by 100), and the 

change in £million if this intervention were applied to all 58,000 SMD3 cases as 

identified in the HE report.  

In Year 1, the lower level cost figures based on HE (1) yield a net increase in costs 

equivalent to £3,000 per case or £174m nationally. However, using the higher unit 

costs from MEAM (2) yields a net saving of £2,545 per case or £148m in total. It is 
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probably reasonable to argue that HE is ‘on the low side’ and MEAM is ‘on the high 

side’. Therefore the most likely true figure is probably a rough breakeven in year 1. 

That may be considered quite a good result, given that the scheme seems likely to 

generate considerable improvements in the quality of life outcomes for this group of 

service users.  

We can run the analysis on for year 2 (Table G.1(b)), by making some assumptions 

about further changes in the level of some outcomes. The basis for these changes is 

to look at those recorded in Batterick et al (2014) comparing their year 2 with year 1. 

These do generally represent improvements, and that is what you would expect with 

a scheme of this kind. Still measuring against a baseline of ‘before’ the intervention, 

we now find that there is a smallish net saving (£893 per head, £52m nationally) in 

year 2, even under the conservative HE (1) assumptions, while using the higher 

MEAM assumptions (2) you have a net saving of 7,700 per head or £446m 

nationally.  

This model is set up so that results can be subject to sensitivity tests, although these 

are not reported here. It may be argued that the initial 74% sustainment assumption 

is conservative, based on the international studies, but on the other hand the 

outcome improvements in B&P look larger in magnitude than some of the 

international studies would suggest.   

Overall these results look plausible and are very encouraging.  They warrant at least 

larger scale trials and further evidence compilation on the HF model, and potentially 

a major shift of policy.  
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Table G.1: Cost-Effectiveness Analysis of Housing First 

(a) Year 1 
        Main Heading Item Proportion Proportion Number Unit Cost (1) Unit Cost (2) Total Cost (1) Total Cost (2) 

    'Before' 'After' (net) (Hard Edges) (MEAM) Impact of HF Impact of HF 

   
based on Bretherton & Pleace 

   Base population  
   

100 23,642 
   Relevant population Able to benefit from HF 100% 80% 80 

    Housing Rent for HF accommod  100% 74% 59 3,120 4,337 184,704 256,750 

 
Avoiding hostel accommod 

  
59 5,857 12,552 -346,734 -743,078 

 
Key Worker Cost 

  
80 7,700 7,700 616,000 616,000 

Outcomes which imply a cost offset 
       Physical health A&E, inpatient, GP 60% 28% 19 1,763 2,700 -33,398 -51,149 

Mental health Very bad/bad 52% 18% 20 2,883 5,010 -58,029 -100,841 

Alcohol Dependence (drunk) 71% 56% 9 350 985 -3,108 -8,747 

Drugs Illegal 66% 53% 8 400 985 -3,078 -7,581 

Offending Arrested 53% 36% 10 4,865 17,000 -48,961 -171,088 

ASB inc begging, street drinking 78% 53% 15 0 2,500 0 -37,000 

Unemployment Working 100% 97% 2 3,796 4,000 -7,491 -7,893 

         Total cost per head £pa 'Before', incl hostel excl KW 
  

19,914 45,732 
  Net change in Cost £pa per 100 cases 

     
299,904 -254,627 

Net change in Cost £pa per head (SMD) 
     

2,999 -2,546 
Aggreg change in 
Cost total for 58,000 SMD3 £m           174 -148 
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(b) Year 2 
        Main Heading Item Proportion Proportion Number Unit Cost (1) Unit Cost (2) Total Cost (1) Total Cost (2) 

    'Before' 'After'   (HE) (MEAM) Impact of HF Impact of HF 

   
based on MEAM for yr 2 vs yr 1 

   Base population  
   

100 23,642 
   Relevant population Able to benefit from HF 100% 80% 80 

    Housing Rent for HF accommod  100% 80% 64 3,120 4,337 199,680 277,568 

 
Avoiding hostel accommod 

  
64 5,857 12,552 -374,848 -803,328 

 
Key Worker Cost 

  
40 7,700 7,700 308,000 308,000 

Outcomes which imply a cost offset 
       Physical health A&E, inpatient, GP 60% 19% 24 1,763 2,700 -42,792 -65,534 

Mental health Very bad/bad 52% 12% 24 2,883 5,010 -68,269 -118,637 

Alcohol Dependence (drunk) 71% 39% 19 350 985 -6,630 -18,660 

Drugs Illegal 66% 36% 18 400 985 -7,104 -17,494 

Offending Arrested 53% 27% 15 4,865 17,000 -74,882 -261,664 

ASB inc begging, street drinking 78% 47% 18 0 2,500 0 -45,880 

Unemployment Working 100% 90% 6 3,796 4,000 -22,472 -23,680 

         
Total 

Before', incl hostel excl 
KW 

   
19,914 45,732 

  Net change in Cost £pa per 100 cases 
     

-89,318 -769,309 

Net change in Cost £pa per head (SMD) 
     

-893 -7,693 
Aggreg change in 
Cost total for 58,000 SMD3 £m           -52 -446 

 

Using MEAM 
improvements 

       

 
Yr 2/Yr 1 

       

 
Note no direct evidence on  'working' 
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Individual Placement and Support (IPS) 

The ‘Individual Placement and Support’ (IPS) model for working with adults with 

moderate to severe mental health conditions (e.g. psychosis, schizophrenia, bipolar 

disorder) to enable them to enter directly into employment in the mainstream 

competitive labour market in a job of their own choosing is discussed in the Complex 

Needs chapter of the main APS report. The IPS is attracting particular interest 

because it has fairly impressive evidence of greater cost-effectiveness than more 

traditional/conventional approaches (‘vocational services’ including day care, 

training, coaching etc.), based on a range of RCTs and other research in the US, 

Europe and (to some extent) UK. Key evidence is summarised in the commissioned 

reviews by the Mental Health Foundation (2015) ) Poverty and Mental Health: A 

Review to Inform the JRF Anti-poverty Strategy., and also in the New Policy Institute  

(2014) review of Disability, Long-term conditions and Poverty. We do not attempt to 

repeat these general and systematic reviews, but simply draw upon one of the most 

relevant studies to provide some illustrative numbers. This particular study, Knapp et 

al (2013) (‘Supported employment: cost-effectiveness across six European sites’, 

World Psychiatry 12:1, pp.60-68) is most useful because it deals in detail with costs 

as well as effectiveness in a structured RCT /before and after comparison with the 

mainstream alternative vocational services  in seven European sites including 

London (the ‘EQOLISE’ study).  However, this study concurs with a range of other 

studies in finding effectiveness of direct job placement running at above 50% 

compared with the low 20% level in the alternative conventional programme, in 

finding significantly lower direct intervention costs as well as evidence of lower 

ongoing health/care costs, and no evidence of greater adverse risks of recurrent MH 

episodes. 

The key principles of IPS (also sometimes referred to as ‘Supported Employment’) 

include 

 Commitment to competitive mainstream employment 

 Use of rapid job search methods to obtain jobs directly 

 Individualized job placement according to client preferences, strengths and 

work experiences 

 Follow-along supports maintained indefinitely 

 Close integration with MH treatment team 

A range of research on implementation suggests that adherence to the key principles 

of IPS is important to outcomes and that the process of rolling out such a programme 

requires considerable investment in retraining and reorientation of staff. These ‘start-

up’ or ‘service change’ costs are not estimated or factored into the simple illustrative 

cases presented below.  

IPS has been mainly advocated and studied as an intervention targeted at a group 

previously considered rather hard to help into employment – those with moderate to 

severe mental health conditions, particularly schizophrenia. However, in view of its 
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basic appeal and apparent cost-effectiveness, even with this rather difficult group, it 

is natural to ask how far it might also be relevant to other groups of working age 

adults where some form of health or disability related factors have hampered 

workforce participation. This could include some milder/more common forms of 

mental ill-health (anxiety/depression), as well as some forms of physical or sensory 

disability or learning disability. It fits strongly with the personalization agenda which 

applies across the range of adult social care.  

This question has relevance to the scale at which IPS services might be rolled out, 

and also to aspects of the service offer, including the question of employer subsidies. 

On scale, it has been suggested that for the core target group of moderate/severe 

MH cases, the current level of IPS provision in UK may be of the order of 15,000 pa, 

while a desirable level of provision to meet these needs more fully would be 40,000 

pa. [Mental Health Foundation, 2015, p.71]. According to the 2007 Adult Psychiatric 

Morbidity Survey, the prevalence of psychotic disorder affects approximately 0.5% of 

working age adults, which would make for about 165,000 people in England 

(c.200,000 in UK). It is not clear how ‘long term’ these conditions are, and what the 

consequent turnover is in this population (the flow vs the stock).  Having regard to 

these pieces of evidence, and the potentially wider applicability, we use as illustrative 

figures two baseline scenarios: (a) (stylized current position) 15,000 people getting 

IPS and 50,000 getting conventional vocational services ; (b) 50,000 people getting 

IPS and 15,000 getting conventional vocational services. Such numbers could 

enable a gradual reduction in the ‘backlog’ of existing people with such conditions 

who are currently not working but would like to, while also enabling earlier 

intervention with some newly arising cases to get them (back) into work quicker.  

Employer subsidies have been mentioned in places in connection with supported 

employment schemes like IPS, although we have not found much specific 

information about the extent to which these have been used, their magnitude or cost. 

The main quoted costs for the intervention in the Knapp et al study are essentially 

the cost of the personal caseworkers, who tend to work with a caseload  of 20-25 

(rather higher than the caseload in Housing First). Nevertheless, we provide in our 

generic cost effectiveness framework provision for an employer subsidy, and for 

varying it (as a percentage of the assumed gross wage). It should also be noted that 

IPS is sometimes characterized as  ‘place and train’ approach, rather than an 

approach which starts from training and work-readiness activities; this may imply that 

in some cases training costs might be identified which the programme might 

contribute to or share with the employer.  

The other main (public sector) financial effects are: 

 Reduced costs of hospital inpatient episodes (both for mental health episodes 

and for other comorbidities) 

 Reduced use of other health and social care services, where applicable  
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 Reduced cost of welfare benefits (e.g. JSA/ESA, Housing Benefit, net of 

changes in Tax Credits, and Income Tax and National Insurance receipts for 

those entering work) 

The evaluation studies including Knapp et al recognise that the degree to which 

people get back into employment varies, some gaining steady ongoing full time 

employment, some gaining part time, and some working intermittently but not 

continuously. We simplify this, in line with the general tenor of the findings across the 

studies, by assuming that, of those who achieve the minimal target level of some 

competitive work, half gain full time employment (35 hr) and half gain the equivalent 

of part time employment (16hr), with earnings at the ‘National Living Wage’ level but 

repriced back to the base year of 2003. All financial values from the Knapp et al 

study are at 2003 prices in £, but we show the effect of inflation to 2015 at the 

bottom using the CPI factor of 1.288.  

Knapp et al (2013) study the intervention over an 18 month period, collecting cost 

data for four 6-month periods. The first of these periods is ‘before’ the intervention, 

while we take the average of the remaining three periods as representative of the 

‘after’, but with all figures annualised.  

Table G2 presents the analysis. Part (a) shows the baseline comparison of ‘before’ 

with ‘after’ under conventional vocational service (1) and under IPS (2). At the top of 

the table are shown the direct costs of the intervention, which it will be noted are 

much lower for the IPS individual caseworker system than for conventional 

vocational services including day centres, training etc.  In our illustrative example we 

include a modest subsidy to the employer (which might be in part training costs). The 

next part of the table shows health outcomes, particularly hospital inpatient 

occurrences; it can be seen that these are less common under IPS than vocational 

service (20% vs 31%), with both less than the (implied) 48% ‘before’. Below this are 

shown inpatient and other HSC costs, annualised, for the before, vocational and IPS 

cases. It can be seen that IPS sees a marked fall in the costly inpatient element but 

relative similarity in the other cost elements.  

The next part of the table shows the employment effects. Whereas all clients were 

assumed to be unemployed before, only 28% gain employment under vocational 

service compared with 55% under IPS, with the employed split evenly between full 

and part time. The financial impacts per client are shown to the right- obviously these 

calculations make a range of assumptions about the level of benefit entitlement 

(whether and which disability premium, type of housing /eligible rent, household 

composition) – basically we are looking at a single adult over 25 living in private 

renting outside London, with earnings at the NLW level repriced. Moving from 

‘before’ through ‘vocational’ to IPS we see a fall in the cost of benefits for the 

unemployed group and smaller positive and negative entries in the lines for the two 

employed groups.  
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At the bottom of this part of the table we show the net annual costs for these items 

added up, showing a fall from £24,217 for ‘before’ through £22,432 for vocational 

service and £17,725 for IPS, showing savings of £1,785 and £6,492 respectively per 

case of each type. In the block below we show the aggregate numbers of cases and 

costs in £m for two scenarios as mentioned above, (a)  50,000 vocational + 15,000 

IPS  versus (b) 15,000 vocational + 50,000 IPS.  Both services save money 

compared with ‘before’, but 15,000 of IPS saves more (£97m)  than 50,000 of 

vocational  (-£89m). If the system switched to scenario (b), with the main emphasis 

on IPS, there would be an additional saving of  £165m , which is £212m at 2015 

prices.  

Part (b) of the table looks at how big a programme could be run on these 

assumptions, with the same level of spending as in the baseline scenario (a). It 

seems that it would be possible to raise total programme entrants from 65,000 to 

74,200 while seeing total FTE jobs achieved rising from 7,175 to 10,993, an 

impressive 53% increase in effectiveness within the same cost envelope.  

Part ( c) of the table looks at what  might be affordable to give away in higher 

subsidies to employers (including post-placement training etc.) and still come out 

even on total spend, with what overall effectiveness. So, if it was 

necessary/desirable to raise the employer subsidy to 25%, it would  still be possible 

to enter 70,800 into the programme and achieve 9,582 FTE jobs, a 34% 

improvement on baseline (a), within the same current spending envelope.  

Overall, IPS looks like a very good approach in the specific field where it has been 

mainly tested, and that conclusion is based on an unusually strong evidence base. 

The issue must surely be around investing in the organisational/cultural/professional 

change involved in implementing it on a bigger scale. It also looks potentially 

valuable for a wider range of types of client, including milder forms of mental ill-

health, combinations of mental/physical ill-health with substance misuse, and certain 

other disabilities.  
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Table G.2: Cost-Effectiveness of Individual Placement and Support (IPS) Scheme for People with Moderate/Severe 

Mental Health Conditions: (a) Baseline comparison of conventional vocational support with IPS 

     
Annualised Annualised Annualised 

Net Diff 
Cost 

Net Diff 
Cost 

Main Heading Item 
Proportion 
/  Proportion (1) 

Proportion 
(2) 

Unit Cost 
(1) 

Unit Cost 
(1) 

Unit Cost 
(2) 

vs Before 
(1) 

vs Before 
(2) 

    
 Cost 
'Before' 

'After' 
Vocational 'After' IPS Before' Vocational IPS Vocational  IPS 

Intervention Inputs 
         

 
Employer Subsidy (if applicable) 

 
10% 0 0 1,017 0 1,017 

 
Keyworker/other interv cost 

   
0 4,319 1,625 4,319 1,625 

Outcomes which imply a cost offset 
        Health Inpatient proportion 48% 31% 20% 

     Health Other 
        Health Inpatient  cost 
   

11,041 7,205 5,226 -3,836 -5,815 

Health Other health & SC cost 
   

6,226 5,440 5,841 -786 -385 

          
Unemployment 

Not working - benefits tax 
credits 100% 72% 45% 6,950 5,004 3,128 -1,946 -3,823 

 
Working  p t - benefits, tax 0% 14% 27% 0 555 1,070 555 1,070 

 
Working  f t - benefits, tax 0% 14% 28% 0 -91 -181 -91 -181 

          

 
Gross Wage NLW 35 hr deflated 

  
10,174 10,174 10,174 

  

          Net Totals         24,217 22,432 17,725 -1,785 -6,492 

  
No before No Voc Serv No IPS £m £m £m £m £m 

Total cost current 
activity Using Voc Serv 50,000 50,000 

 
1,211 1,122 

 
-89 

 Total cost current 
activity Using IPS 15,000 

 
15,000 363 

 
266 

 
-97 

Total cost proposed 
activ Using IPS 65,000 15,000 50,000 1,574 336 886 -27 -325 

Outcome current Number FTE jobs 0 10,500 6,225 
     Outcome proposed Number FTE jobs 0 3,150 20,750           

Total Gain from switch FTE Jobs 
  

7,175 
       to IPS Public spend cost 

     
-165 

 
-165 
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Reprice 2003-2015 
CPI 

     
1.288 

  
-212 

b) IPS expanded to exhaust existing public spending envelope 

     
Annualised Annualised Annualised Net Diff Cost 

Net Diff 
Cost 

Main Heading Item Proportion /  Proportion (1) 
Proportion 
(2) 

Unit Cost 
(1) Unit Cost (1) 

Unit Cost 
(2) vs Before (1) 

vs Before 
(2) 

    
 Cost 
'Before' 

'After' 
Vocational 'After' IPS Before' 

Vocational 
Serv IPS 

Vocational 
Serv IPS 

Intervention Inputs 
         

 
Employer Subsidy (if applic 

  
10% 0 0 1,017 0 1,017 

 
Keyworker/other interv cost 

   
0 4,319 1,625 4,319 1,625 

Outcomes which imply a cost offset 
        Health Inpatient proportion 48% 31% 20% 

     Health Other 
        Health Inpatient  cost 
   

11,041 7,205 5,226 -3,836 -5,815 

Health Other health & SC cost 
   

6,226 5,440 5,841 -786 -385 

          
Unemployment 

Not working - benefits tax 
cred 100% 72% 45% 6,950 5,004 3,128 -1,946 -3,823 

 
Working  p t - benefits, tax 0% 14% 27% 0 555 1,070 555 1,070 

 
Working  f t - benefits, tax 0% 14% 28% 0 -91 -181 -91 -181 

          

 
Gross Wage NLW 35 hr  

   
10,174 10,174 10,174 

  

          Net Totals         24,217 22,432 17,725 -1,785 -6,492 

  

Number 
before 

Number Voc 
Serv 

Number 
IPS £m £m £m £m £m 

Total cost current 
activity Using Voc Serv 50,000 50,000 

 
1,211 1,122 

 
-89 

 Total cost current 
activity Using IPS 15,000 

 
15,000 363 

 
266 

 
-97 

Total cost proposed 
activ Using IPS 74,200 15,000 59,200 1,797 336 1,049 -27 -162 

Outcome current Number FTE jobs 0 10,500 6,225 
     Outcome proposed Number FTE jobs 0 3,150 24,568           

Total Gain from switch FTE Jobs 
  

10,993 
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  to IPS Public spend cost 
     

-2 
 

-2 

 
Effectiveness gain 

  
53% 

      

c) IPS expanded with higher employer subsidy to exhaust existing public spending envelope 

     
Annualised Annualised Annualised Net Diff Cost 

Net Diff 
Cost 

Main Heading Item Proportion /  Proportion (1) 
Proportion 
(2) 

Unit Cost 
(1) Unit Cost (1) 

Unit Cost 
(2) vs Before (1) 

vs Before 
(2) 

    
 Cost 
'Before' 

'After' 
Vocational 'After' IPS Before' 

Vocational 
Serv IPS 

Vocational 
Serv IPS 

Intervention Inputs 
         

 
Employer Subsidy (if applicable) 

 
25% 0 0 2,543 0 2,543 

 
Keyworker/other interv cost 

   
0 4,319 1,625 4,319 1,625 

Outcomes which imply a cost offset 
        Health Inpatient proportion 48% 31% 20% 

     Health Other 
        Health Inpatient  cost 
   

11,041 7,205 5,226 -3,836 -5,815 

Health Other health & SC cost 
   

6,226 5,440 5,841 -786 -385 

          
Unemployment 

Not working - benefits tax 
credits 100% 72% 45% 6,950 5,004 3,128 -1,946 -3,823 

 
Working  p t - benefits, tax 0% 14% 27% 0 555 1,070 555 1,070 

 
Working  f t - benefits, tax 0% 14% 28% 0 -91 -181 -91 -181 

          

 
Gross Wage NLW 35 hr deflated 

  
10,174 10,174 10,174 

  

          Net Totals         24,217 22,432 19,251 -1,785 -4,966 

  

Number 
before 

Number Voc 
Serv 

Number 
IPS £m £m £m £m £m 

Total cost current 
activity Using Voc Serv 50,000 50,000 

 
1,211 1,122 

 
-89 

 Total cost current 
activity Using IPS 15,000 

 
15,000 363 

 
289 

 
-74 

Total cost proposed 
activ Using IPS 70,800 15,000 55,800 1,715 336 1,074 -27 -137 

Outcome current Number FTE jobs 0 10,500 6,225 
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Outcome proposed Number FTE jobs 0 3,150 23,157           

Total Gain from switch FTE Jobs 
  

9,582 
       to IPS Public spend cost 

     
0 

 
0 

 
Effectiveness gain 

  
34% 
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Lifetime Costs and Complexity Levels 

The analysis of service costs in the Hard Edges study (Bramley et al 2015), based on the 

Multiple Exclusion Homelessness (MEH) survey (Fitzpatrick et al 2013), is particularly 

useful when looked at in terms of lifetime costs. This survey is probably unique in the way 

that it records a range of key experiences, when respondents first experienced them, and 

how much time they spent in key institutional/other settings. This enables us to define a 

‘lifetime career to date’ as a person experiencing SMD (continuously or intermittently).  

We can go on from that to calculate a lifetime cost to date of the services which they have 

used. These lifetime costs can be analysed  for different sub-groups of MEH respondents, 

for example according to which combinations of disadvantages (homelessness, offending, 

substance misuse) they have experienced or are experiencing. In this instance, we are 

interested in the differences in accumulated costs between respondents who have suffered 

just one of these key domains of disadvantage, those who have suffered from two, and 

those who have experienced  all three. For this analysis we use the version of this 

classification which is based on ‘ever experienced’ rather than ‘currently experiencing’, 

partly because this fits better with the lifetime perspective.  

Of course, at the point of interview, the respondent’s career is not complete. We might, as a 

simple starting point, posit that, without further intervention, the expectation is that they 

would have a further ‘half-life’ career of SMD which is on average of the same duration as 

that which they have already experienced. Their career total duration and cost would then 

be double what we have measured to date.  

What we are really interested in is points of intervention and the potential costs which might 

be averted. We calculate an ‘excess cost’  by deducting an estimate of the baseline cost of 

relevant (included) services per working age adult, which happens to total £4600 per year. 

The balance is the ‘excess cost’ of the complex needs. Given the lifetime and ‘half-life’ 

totals, we can then relate this to two key intervention points. 

(a)  ‘Early intervention’, e.g. during childhood and schooling, to avert ever getting into 

the SMD group as an adult  

(b) ‘Mid-Career’ intervention, treating the cost to date as a sunk cost but looking at the 

prospective half-life cost as potentially avoidable through intervention now (such as 

HF, IPS, etc.). 

Table G.3 is perhaps most relevant to early intervention ideas. It shows the lifetime excess 

costs and career durations for three levels of complexity in the MEH sample. It brings out 

the simple point that higher complexity (SMD3) is associated with a combination of higher 

annual unit cost and  much longer career duration, so giving rise to the eye-watering 

lifetime cost of the order of £0.5m even at the average or median point.  

  



135 
 

Table G.3:Lifetime excess cost of public services by level of complexity of need 

 
Lifetime Excess Cost (2x to date) 

 SMD level Lifetime per year yrs to date SMD career 

SMD1 27,683 6,398 2.2 4.3 

SMD2 171,669 10,479 8.2 16.4 

SMD3 519,911 16,131 16.1 32.2 

Source: authors’ analysis of MEH data and unit cost data used in Hard Edges study 

It follows from this analysis that, if one could identify such cases reasonably reliably at an 

early stage, such as during their school or teenage years, it would be worth spending an 

awful lot on some maybe possibly radical measures of intervention to prevent such an 

outcome.  

Table G.4 drills down a bit further to specify he maximum spending which could be worth 

incurring to reliably achieve given reductions in complexity level, as defined by SMD band. 

So, for example, getting someone down from SMD3 to SMD2 would be worth £350k at the 

early intervention stage or £175k at the mid-career stage. Getting them out of ‘multiple’ 

disadvantage, defined by getting down from SMD3 to SMD1, would be worth nearly £500k 

at the early intervention stage, or £246k at mid career. The gains in moving from SMD1 to 

SMD0 are much smaller, only £28k and £14k respectively.  

Table G.4: Maximum spending to achieve given given reductions in level of need 

complexity at two intervention stages 

Worth Spending up to this amount to 
achieve given reduction 

  
Early 
Intervention Mid-Career 

SMD3->2 348,243 174,121 

SMD3->1 492,228 246,114 

SMD2->1 143,985 71,993 

SMD1->0 27,683 13,842 

 

Table G.5 goes into more detail again, this time homing in on mid-career interventions, i.e. 

what can we do now with people who are in SMD now? The top part of the table looks at a 

scenario for current SMD3 cases, whereby some (20%) are helped down to level SMD2, 

more (40%) are helped down to SMD1, some are helped right down to SMD0 (20%), while 

20% remain impervious to the intervention.  Savings can be identified for each sub-group, 

over the prospective ‘half-life’. As a further refinement, we apply a standard discounting 

procedure to the future savings to reflect the time period when they are incurred.  

So, the overall scenario just described for SMD3 would bring about a change for 46,345 of 

the 58,000 people in SMD3, giving rise to annual savings of £478m initially, with a 

discounted prospective total of savings of £7.9bn.  
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Table G.5: Aggregate savings from ‘mid-career’ interventions targeted at more 

complex cases 

Proportion Change in Number 
Saving 
per 

Saving  
over Discounted 

achieving SMD level   year £m half life' 
half-life 
saving 

 
SMD3Tot 57,931 934 15,059 11,302 

20% SMD3->2 11,586 65 2,017 1,426 

40% SMD3->1 23,172 226 5,703 4,239 

20% SMD3->0 11,586 187 3,012 2,260 

  Scenario 46,345 478 10,732 7,925 

      

 
SMD2Tot 209,420 2,194 17,975 15,085 

40% SMD2->1 83,768 342 6,031 5,016 

30% SMD2->0 62,826 658 5,393 4,525 

  Scenario 146,594 1,000 11,423 9,541 

 

A similar scenario is posited for SMD2, with 70% of them (146,600) benefitting, annual 

savings of £1bn and discounted total future savings of £9.5bn.  

Although some of the numbers here may look large, it should be remembered that these 

are derived from what we described above as a rather conservative set of estimates of the 

cost of services used.  

These findings confirm the message that it would be worth considerable investment of 

resources to achieve such reductions in the incidence of complex needs, if this could be 

reliably achieved through appropriate combinations of interventions.  

 


