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FOREWORD

Thisis another contribution to our series of Research Papers which bringswork at the
Health and Social Policy Research Centre (HSPRC) to awider audience. The HSPRC
amsto:

foter and sustain quality research in hedth and socid policy;
contribute to knowledge, theoretical development and debate; inform
policy making, teaching and practice.

Its main areas of expertise ae

community and service user empowerment
inter-agency working and partnership
hedlth and socid care

hedlth promation

policing and crimind judtice

trangport and green socid policy
voluntary sector

neighbourhood renewal

needs analyss and evauation

HSPRC publishes a regular newdetter and an Annua Report, as wel as a separate
series of occasional papers. Recent reportsinclude:

Second Best Value: the Central Sepney SRB — how non-joined-up Government
policies undermine cost-effectiveness in regeneration
(Ambrose, P. May 2002)

An Evaluation of the Sussex Oakleaf Substance Misuse Project
(Szanto, C. July 2002)

The Financial Stuation of Students at the University of Brighton: the eleventh report,
2001/2
(Banks, L. and Winn, S. October 2002)

Further information about the Centre can be obtained from:

Sdllie White, Research Administrator
HSPRC Univergty of Brighton
Famer, Brighton, BN1 9PH

Teephone 01273 643480
Fax: 01273 643496
Emal: s.swhite@brighton.ac.uk
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SUMMARY

Aims
Thisreport has threeams:

1. To identify the Low Cost but Acceptable income level for the Brighton and
Hove area aoplying the methodology developed by the Family Budget Unit
and used in saverd previous studies and then to compare this required income
level with wage levelsin the area.

2. To assess by means of a survey of low paid workers the effects that living on a
vey low income in a high cogt area is having on other aspects of life — on
hedth, motivation, leisure and recregtion, family life, safety and so on.

3. To identify and explore some of the ‘exported coss aisng from these
adverse effects so as to provide evidence to support UNISON's view that
‘Mantaning a low minimum wage is a fdse economy. The result is...cods
borne by the whole community.” (UNISON 2002)

Organisation of thereport
Section 1 — Setting the context

Section 1.1 discusses some definitions of ‘socid excluson'.

Section 1.2 identifies the generd nature of the problem.

Section 1.3 reviews the Government’s most recent policy response — the new system
of Working Tax Credits and Child Tax Credits.

Section 1.4 congders some positive and negative festures of these new credits.

Section 2 - Present poverty levels

Section 2.1 reviews the Government’ s intentions concerning the reduction of poverty
and inequdlity.

Section 2.2 identifies the progress made in reducing poverty at the nationd scae
since 1997.

Section 2.3 focuses on Brighton and Hove and draws attention to the need to caculate
living cogtsin specific locdlities and then to compare them with loca incomesin
order to assess the effects of anti-poverty policies a the loca scae.

Section 3 - The empirical findings of the project

Section 3.1 sats out the origins of the Low Cost but Acceptable budget standard then
gpplies the methodology to the Brighton and Hove area by updating the ‘standard’
codts for inflation and establishing the locd levd of the ‘variable costs (housing,



Council Tax, etc). Cdculations for the two household types used in the LCA
modd ae made on a number of different work patterns. The key findings are
those reflecting UNISON's policy that employees should be pad a living wage in
the context of locd living costs and should not be dependent on means tested
benefits or on excessve overtime working. The findings on thisbasis are:

Household typeand | Weekly Weekly | Annual | Hourly
work pattern £ net £gross | £gross | £rate
(both household income income income | needed
typesinclude needed needed needed
children aged 10 for
and 4) LCA leve
2 adults (1 FT+1 PT) 329.53 354.26 | 18,421 6.38
2 adults (1L FT) 262.53 301.51| 15,680 7.83
2 adults (1 PT) 262.53 30151 31,361 17.74
1 adult (FT) 332.13 405.39| 21,080 10.53
1 adult (PT) 269.13 311.36 | 32,381 18.32

For a two adult, two children household with one adult working full-time the
hourly rate needed to live in Brighton and Hove a the Low Cogt but Acceptable
levd without recourse to means tested benefits or overtime is £7.83 per hour. If
one adult is working full-time and one hdf-time the rate required is £6.38 per hour
(compared to the east London LCA required rate of £6.30 per hour in 2001 —
Wills 2001).

Section 3.2 reports on the findings of the survey of 24 low paid employees working in
the care sector, as teaching assgtants, as generd service workers for Brighton and
Hove Council and in severad other low pad jobs. The average hourly rate found
was £5.95, nearly £2 below that required in the one adult worker case to live at the
LCA levd. The survey found that amost dl the workers interviewed were
stressed, demoralised and de-motivated by poor pay, poor working conditions,
lack of avalable traning opportunities, management attitudes and lack of job
security. While most were very committed to the work they were doing they found
the pay and working conditions inadequate.

Section 3.3 examines the effects of low pay and long and irregular hours on other
aspects on life. Nearly haf of those interviewed reported they were affected by
sress at work, nearly three-quarters could not eat as hedthily as they wished.
Many reported very restricted socid lives, few had a regular holiday, there was
low involvement in recregtiond and voluntary activities, little neighbourly activity
and many were unable to invest in devices to improve home security and persond
safety.

Section 3.4 gives an overdl summary of the findings of the survey.

Section 3.5 s#ts out some obsarvations by frontline service providers in the hedth,
education and care sectors to complement the survey findings.

Section 3.6 combines the LCA cdculations and the survey findings, identifies the
differences between the average rate of pay found in the survey and the LCA
requirements and gives indicative figures of the per household cost to the
economy in benefits and tax credits of making good the difference.

Section 3.7 argues that low pay is a clear barier to the Government's intention to
incresse ‘socid incluson'’.



Section 4 - The costs of poverty

Section 4.1 argues that the private stress associated with low pay turns into public
costs which impact on awide range of budgets.

Section 4.2 reviews some literature on the ‘hedth gradient’ relaing low socio-
economic status to poor hedlth.

Section 4.3 identifies gpproximatdy forty ‘exported costs of poverty and poor living
conditions (many of which had been explicitly mentioned by respondents in the
survey).

Section 4.4 reviews the growing number of studies dsewhere in the world that are
seeking to assess the costs of poverty (including many of the costs identified in
section 4.3).

Section 4.5 agues that the achievement of the targets in the Public Service
Agreements, both a naiond and locd leved, is beng materidly impeded by
poverty and the associated poorer health and living conditions.

Section 4.6 shows that the categories of public expenditure in which the ‘exported
costs of povety are fet have grown rapidly in recent years and now consume
over two thirds of total public spending.

Section 4.7 proposes the type of labour intensve, red time research on varying
population cohorts that is now required to establisn more firmly the effects
poverty has on generating ‘ exported costs .

Section 5 - Conclusions, argumentsfor higher pay and next steps

Section 5.1 sas out fifteen conclusons, each referenced back to the relevant section
of the report. A key concluson is that the combination of high living cogs, high
housng costs and low pay levels in Brighton and Hove is having a number of
adverse effects both on motivation and attitudes to work of severa groups of
workers vitd to the loca economy and society and that the spin-off effects on
other aspects of ther lives are serious and codtly.

Section 5.2 advances four arguments for decreasng poverty levels by means of
higher pay rather than the extenson of in-work support in the form of credits.

Section 5.3 proposes that next steps should include pay bargaining informed

by knowledge of the varying local living costs as established by some standard

methodology such asthe LCA method and that research on the * exported

costs of poverty should be further devel oped in a systematic and co-ordinated

fashion.



1. CONTEXT —‘SOCIAL EXCLUSION'’

1.1. The meaning of ‘social exclusion’

This dudy of the effects of living on low incomes in the Brighton and Hove area is
undertaken in the context of the Government's drive to end or reduce ‘socid
excluson'. The meaning of this term, which is of French extraction, was darified in
the course of a survey of poverty and socia excluson undertaken by the Office for
Nationd Statigtics in 1999 (Joseph Rowntree Foundation 2000b). Excluson was seen
to have four dimendons - there could be excluson from adequate income or
resources, from the labour market, from services and from socid relaions.

The European Union recognises both the culturd specificity of poverty and excluson
and the need to have a sysem in place to identify minimum income requirements. A
European Commisson recommendation to member dates dated 24 June 1992
identified the need to:

...combat socid excluson [by] fixing the amount of resources considered
aufficient to cover essential needs with regard to human dignity.

The condition, and the Government’s response to it, has been usefully discussed by
David Batty (The Guardian, 15 January 2002):

‘Socid excluson is a rdaivdy new term in British policy - not only
referring to poverty and low income but to some of ther wider causes
and consequences. The government has defined socid excluson as
"what can happen when people or areas suffer from a combination of
linked problems such as unemployment, poor skills, low incomes, poor
housing, high crime, bad hedth and family bregkdown".

By the mid-1990s Britain had more children growing up in unemployed
households than anywhere ése in Europe, and the highest teenage
pregnancy rate. Child poverty had trebled between 1979 and 1995;
notified drug addicts quadrupled in the decade to 1996, and in the early
90s there were about 2,000 people desping rough in London every
night.

Within a few months of coming to power in 1997, New Labour launched
the socid excluson unit (SEU) in a blaze of publicity to andyse the
reasons behind these trends. The unit published a series of reports on
five key issues neghbourhood renewd; rough deepers teenage
pregnancy, young people not in education, traning or employment, and
truancy and school exclusion.

The reports criticised the way centra and loca government had in the
past failed deprived groups and areas. They found there had been poor
invetment in measures to prevent socid excluson and little effort to
reintegrate those who had become excluded through unemployment,



homelessness and so0 on, while deprived areas had fewer basic services
such as GP surgeries. The SEU dso clamed that previous efforts and
funds had been wasted because of a lack of coordination, both centraly
and locdly...The govenment then st up Whitehdl units for
neighbourhood renewd; rough deepers, teenage pregnancy, and
childben and young people to improve joint working between
departments on policy and delivery....’

1.2. Management problem or structural problem?

Government's definition of the problem, its use of the inherited adjective ‘socid’, its
choice of manifestations and the generd direction of response draegies are dl
indructive. The focus was immediaidy on the ‘tip of the iceberg manifedations —
drug addiction, rough deeping, teenage pregnancies and truanting children.
Moreover, to judge from the emphass given to area-based programmes such as New
Ded for Communities, these were assumed to occur largdy in ‘deprived
communities. The implication was that outdde these rdativey limited issues and
aress the ‘socid excluson’ problem is of secondary concern. This approach serves to
deflect atention awvay from the difficulties of the millions who are not on drugs not
on the streets and not on probation but Ssmply on their beam ends.

Embedded in this thinking, in terms used by Habermas (1976), is the notion that
poverty and deprivation are to do with locad mafunctions in management and service
ddivery, not with dructurd forces. They are conditions that affect a limited number
of people who are not coping very wdl and who live in drictly deimited arees -
mogtly in the ‘inner cities on ‘deprived edtates. They ae a consequence of the
falure of locd service providers to work in a sufficiently ‘joined up’ way and of loca
resdents to ‘participat€ in the regeneration of their arees. Less frequently discussed
is the widdy occurring poverty deriving from sructurd factors that are economic
rather than socid in naiure. These include the rapid introduction of new technologies
requiring new skills and the catastrophic contractions in employment in many aress
resulting from globalisation tendencies.

These sructurd factors had serious impact on the Brighton and Hove area in the mid
to late 1970s. Creeds were at that time the mgor producer of teleprinters in the
country and they employed about 2,500 workers on an industrid edae in east
Brighton. The replacement of mechanical by dectronic processes and the assmilation
of the company by STC and then by the multi-nationa ITT led to the rapid closure of
the locd plant (Brighton Labour Process Group 1976). Similarly Gross Cash
Regigers, then the only British owned producer of cash regisers, employed nearly
1,600 workers on the same edate. In the late 1970s they aso fel victim to rapidly
developing eectronic check-out technology and the internationdisation of production
(Brighton Socidist Economists Group 1977).

There were severd other important plant closures in the immediate area and the
overd| effect was the loss of 6-7,000 locad manufacturing jobs in east Brighton.
Given tha little replacement employment was found for some time, and that then
mogst of it was in the financid services sector in the town centre, it is evident that the
effects on the incomes and wefare of east Brighton residents were extremely serious.
To compound the problem Brighton and Hove as awhole has a high proportion of its
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labour force in the hotel, restaurant, retaill and other service sectors where pay is
known to be below average (Social Trends 2003, Table 5.9).

Additiond dructurd factors dffecting loca resdents have been the downward
pressures on pay and daffing levels in the public sector. This has semmed from
public spending condraints over the past three decades as post-war Keynesian
policies have given way to neo-classca orthodoxies, and more recently have been
subject to the adjustments required to meet EMU entry conditions. This has had
serious effects particulaly on housing invesment programmes (for a review of the
shap decrease in housing investment see Ambrose 2003) but dso on other socid
goending programmes. Allied to this there has been a dgnificant and 0 far largey
unreversed rise in income inequdity from about 1980 to the late 1990s (Pdmer et 4d.
2002) and in many areas (notably the study area — see Brighton and Hove UNISON
2001) recent rises in housing costs well above the rate of inflation.

1.3. Some Government responses

Since the Government’'s diagnoss of the consequent difficulties is that they are
largely limited to pockets of ‘socid excluson’ a key dStrategy has been to address the
localy occurring manifestations with a series of area-based initiatives or specid area
based programmes. The bewildering multiplicity of initiatives has been referred to in
one King's Fund publication as 'the regeneration maze (Edmans and Tarifa 2001).
Mogt programmes require areas to bid compstitively for funds, teking pans to
demondrate how deprived they are (sometimes with the judicious use of ‘lowered
basdines), most demand ‘resdent-led regeneration’ and al consume vast amounts of
adminidrative, management and resdents energy in the difficult search for ‘joined
up working'. In return the specid programmes typicdly confer additionad funds that
are often only 2 to 3% of the ‘mainstream’ spend in the areas concerned — athough
they are often concelved as far more weighty by adjacent areas of smilar deprivation
that have not been successful in attracting specia funding.

This perception of the limited digtribution of poverty is partly contradicted by the
evidence of numerous poverty sudies and the ‘area-based initiativeé (ABI) form of
response has attracted criticism for several decades now (for a review of some of the
critiques see Ambrose 2000, section 9). One study (Berthoud 2001) has shown clearly
that such programmes are an inefficient way of reducing poverty snce low income
households are amost ubiquitoudy distributed across the country and only about one
third of ‘poor’ people live in ‘low income posta sectors. Townsend (1979) made
much the same point over twenty years earlier.

In addition to the specid area-based programmes Government has placed much
emphasis on the ‘work’ route out of poverty (Levitas 1998), mirroring the emphass
placed on this by successve adminigrations in the United States This policy has
been underpinned by the introduction of the Nationd Minimum Wage and by the
increesing use of tax credits for those in work. Although administered by the Inland
Revenue these credits are not ‘tax dlowances in the form of sums deductable from
income before tax is computed but means-tested payments via the pay packet to
supplement low earnings.
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The Family Credit (FC), first introduced in 1988, achieved teke-up rates of only
around 70% even though it was a ‘passport’ to a range of other benefits in kind. It
was replaced in 1999 by the Working Families Tax Credit (WFTC). In its find year
FC paid an average of £63 per week to about 800,000 households (New Policy
Inditute 2003). Many more families were included in WFTC payments and a
subgtantia childcare element was included to encourage the move into work. In 2002
WFTC was paying an average of £86 per week to about 1.4 million households.
Under the Working Tax Credit (WTC) and Child Tax Credit (CTC) regime
introduced in April 2003 gill more families have become digible, most will receve
more generous credits and for the firs time some families without children are now
digible The credits are avalable to the mgority of families with children and the
new CTC fla rate ‘family’ dement will be payable to families eaning up to wdl
above £50,000 per year. Since the credits attach to household income rather than the
income of individuads their payment depends on the assessment of means a a
household levd.

1.4. Some pros and cons of tax credits

The policy issue of how best to support lower income households in economies where
returns for work in the labour market are widening is far too complex to discuss at
any length here. Strategic decisons need to be made about the outcomes required in
teems of the extent of redigtribution, socidly the stigmaisation and residudisation of
clamants needs to be minimised, adminidratively transparency and take-up rates
need to be maximised, management costs need to be kept as low as possble and
ddays and migakes in payments reduced as much as possible so as not to produce
cash-flow crisess & the household levd. There are additiond complications for
countries that wish to show these large expenditures as offsets agang tax revenues
rather than as public spending.

The issues have been extendvely conddered in the Joseph Rowntree Foundation
Work and Opportunities programme of research and seminars since 1997 (see Joseph
Rowntree Foundation 1997, 1998, 2000a and 2001 and the reports to which they
refer). The experiences of the US Earned Income Tax Credit (EITC), which provides
credits to about 19 million households, have been consdered. The lessons from
Canada are that the Working Income Supplement (WIS) was abandoned after five
years since it did not meet its dojectives. It was decided that the system to replace it
should arive a bendfit levels for households with children irrespective of whether
anyone was in work or not. In Audrdia the Family Tax Payment has been avalable
to al but the richest 10-15% of households and it is judged thet this has limited the
growth of inequdlity.

The overdl direction of these policies, and that in the UK, is to place greater
emphads on in-work credits and benefits rather than pay in seeking to raise as many
households as possble out of poverty. In this respect governments are collectivisng
some of the cost of payments made to labour by placing proportionately grester
burden on the public purse (funded out of generd tax revenues or offset againgt them
in the case of tax credits) and proportionately less burden on employers, whether in
the public or corporate sector. There are a number of implications. Some appear
postive and some negative and how they appear depends on on€s palitica

perspective.
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It might be argued on the postive dde tha the system is in effect collectivisng the
burden of dructurd adjusment as some of the cods of employing labour and
reinvesting in new plant are removed from corporate interests and borne by society as
a whole via tax revenues. This is a form of sharing out the pain of sructurd change.
But for many corporate interets the process of implementing technologicd change
produces gain not pain. This often means rises in profit rates, directors fees and
returns to shareholders and falling incomes to those with fewer rdlevant skillsto offer.

Socidly these trends in policy may wel have the effect of de-sigmatisng the recapt
of inwork benefits. In the UK many more households have become digible, the
WTC is not confined to households with children and the payments extend rather
further up the income scae than in the past. This should aso have the effect of
patidly collapsng the spread of incomes from highest to lowest. If the definition of
poverty continues to be a household income less that 60% of the median the handing
out of more generous in-work credits will bring more households above the 60% of
median income level and thus reduce the proportion of households in poverty. This is
in line with Government intentions (see section 2).

There are d0 likdy to be effects that will be widdy judged as negative. The larger
proportion of total incomes paid over in the form of means tested credits will place
greater importance on drives to increase take-up rates so that a higher proportion of
those digible actudly receive support. All past experience is tha take-up rates fall
well below 100% and the process of understanding what can be clamed and then
cdaming it may wel differentiste out the more able, better advised and perdstent
clamants from the rest. One Citizens Advice Bureau worker engaged on the Welsh
‘Better advice, better hedth’ project has commented (Citizens Advice Bureaux
2003):

...the system is very complicated and | can't see how anyone could
navigate it on their own without expert advice.

In addition far grester strains will be placed on the sysems adminigering the credits
and benefits and in the UK the present incidence of delays and errors, which has been
widely reported to have reached crisis proportions, seems set to worsen.

Another negative effect is that whereas earnings are normdly pensionable, and most
workers have access to a work-based penson scheme, many dill find sdary related,
the credit and benefit dements of income are not. To judge by the rdaivedy high
number of those interviewed in the survey caried out for this project who had no
penson entittements of any kind (see section 3.2) there may well be pod-retirement
problems for many household currently largely dependent on credits and benefits.

Findly many more households will be caught more deeply in the ‘poverty trap’ and
will experience very high margind rates of taxation as the effect of income tax and
nationa insurance contributions combine with the effect of credit and benefit ‘tapers
to reduce the vdue of every additiond £ they earn. They will have to achieve an
income level above the benefit withdrawa point, or poverty trap escape point, before
they can keep the whole of ther additiond earnings less only income tax and nationd
insurance and thus reduce their margind rate of tax, in the UK case, to something like
33%. This may wdl lead many households with incomes below that escape point,
who are experiencing much higher ‘margind tax rates, to recdculae the value to
them of remaning in work or of working extra hours to incresse ther earnings. Many
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may opt to leave work, or to work less, and get more of ther life back. This
disncentiviang effect seems to undermine the drive towards work as a route out of
poverty — a cardind tenet of Government policy.

There is an indructive higorical anadlogy to present policies. During the Napoleonic
Wars, when the price of bread rose rapidly, the fear of widespread sarvation and
politicd upheava led the magidraes of the village of Speen in Berkshire to initiate in
1795 a specid et of in-work and other alowances funded by Parish rate revenues.
The am was to bring those on very low wages up to some recognised subsistence
standard. The alowance to be paid to each damant household was on a diding scde
determined by the price of a gdlon loaf and the number of dependents in the
household. The system spread to many other parishes but never became a nationd
one. One effect was that the large employers of the day, bg estate owners, were able
to attract and retain workers a lower wage leves than would otherwise have been the
case. Thus the Parish ratepayers collectivdly ended up subsidising landed interests
(see Polanyi 2002 for afull discussion).

At that point the anadlogy breaks down. In terms of take-up it seems likdy that much
higher rates would have been achieved a the scde of the parish than is possible at the
nationa scale today. In terms of outcomes the dlowances in Speen were designed to
prevent the didressingly visble sght of labourers garving in ther cottages wheress
today’s severe hardship is often conceded from public view. In terms of process the
corporate interests of the day were not able to relocate to cheaper labour areas since
the means of production they owned took the form of land. Today's corporatey
owned means of production are highly mobile and those seeking low cost labour can
move dsewhere. So present day governments have a clear incentive to subsdise
potentialy footloose capital by means of state-funded support payments to workers to
permit the payment of lower wages— a structural response to a structural problem.
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2. ISPOVERTY BEING REDUCED?

2.1. What arethe Government’sintentions?

Are poverty, inequdity and 'socid excluson' being sgnificantly reduced in the UK?
The Government's public pogtion is dearly in favour of reducing current levels of
poverty, especidly the number of children in poverty, but there is less clarity about
whether or not this should be achieved by means of the actud redidribution of income
or wedth. In fact in an interview with Jeremy Paxman just before the 2001 Generd
Election Mr Blar repeatedly refused, despite Paxman's impressve persstence, to
commit himself to any policy drategies to reduce inequality.

Neverthdess the Government has a firm target of reducing the number of children
living in poor households by one quarter from 4.2 million in the base year of 1998/99
to 32 million in 2004/5 and plan to end child poverty dtogether by 2020. As
discussed in section 1 the man mechanism for reducing the incidence of poverty
appears to be the tax credit system. The Government seem to be just about on target to
achieve the 2004/5 objective, dthough not al political parties agree about this Since
the removad of children from poverty implies the remova dso of the adult members
of their households the intention is dearly to make dgnificant inroads into the overdl
number of people living in poverty. This number sood a nearly 13 million in 2000/1.
This is aout 1 million less than in 1996/97 and brings the incidence of poverty back
to 1995/96 levels. But it is fill approximately twice the level of 1980.

Expressed as a proportion d population the incidence of poverty is currently, by some
measures, worse in the UK than in any other European Union country gpart from
Greece. A recent paper has discussed the results of three waves of the European
Community Household Paned (Whelan, Layte and Maitre 2003). This shows that as at
1995 the UK had the third highest figure for the percentage of households below 60%
of median income. Only Greece and Portuga had higher proportions.

2.2. Ispoverty being reduced at the national scale?

The New Policy Inditute report Monitoring Poverty and Social Exclusion, published
annudly, makes use of 50 indicators of inequality aranged under eight headings
(Income, Work, Education, Hedth, etc.). Each year the report indicates whether the
movement on each indicator shows an improved, steady, or worsening Stuation. The
latest report (Palmer et al. 2002) shows that compared to one year earlier 18 indicators
showed improvement, 21 were steady and 10 had worsened. As their report makes
clear, work is no guarantee of avoiding poverty since excluding pendgoners nearly haf
of those with incomes beow the poverty threshold were in households where
someone was in paid work. Mogt of the sample of workers interviewed in the survey
carried out for the present study (see section 3.2) fel into this category. In addition it
should be remembered that indirect taxes as a proportion of disposable income impact
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twice as heavily on the bottom fifth of the income scde as on the top fifth (Social
Trends 2003, Figure 5.13).

The Nationad Minimum Wage (NMW), introduced in 1999, currently stands at £4.20
per hour (£3.60 for 17-21 year olds) and is due to increase to £4.50 per hour in
October. The Government has agreed in principle that the annua increases in the
NMW rate should be a a rate above generd inflation. The number working for rates
a or bdow the NMW leve has fdlen from about 2.5 million to about 1.5 million
between 1998 and 2002 and this might be interpreted as indicating a reduction in
poverty. But in high cost aress like Brighton and Hove, and probably in other smilar
aress, the NMW heas little relevance since, as section 3.1.3 will show, the hourly rate
required to reach a ‘Low Cost but Acceptable living standard in the area without
reliance on means-tested benefits is £7.82 for a household with two children aged 10
and 4 and one adult in full-time work. Thisis getting on for double the NMW.

The nationa poverty data dso show a worrying persstence of low incomes. Nearly
20% of the totad population (more than 10 million people) continue to experience low
income in a least two years out of every three. This indicates that a large number of
people move in and out of the labour market, often from one low paid job to another.
There is little Sgn of a reduction in this percentage. There is ds0 a large amount of in-
work poverty. About 40% of those living on low incomes live in households where at
leest one member is in full-time work (Pamer et d. 2002). Meanwhile since 1997 the
growth in the earnings of full-time workers in the top decile of pay has been generdly
higher than that of those in the bottom decile (Social Trends 2003, Table 5.6) and this
factor must be contributing dgnificantly to the persstence of inequdity. One recent
andyss of inequdity under the Labour Government (Shephard 2003) finds that by
one messure, the Gini coefficient, inequadlity isif anything increesing dightly.

There are other factors, not normaly brought into discussons about redistribution,
that have for some time had pervesve effects on the degree of inequality. These
operate within the housing, planning and regeneration processes and it is plaushble to
uggest that they have had systematic regressve effects, some of them over many
decades. These factors could well be working to reduce, neutralise or even reverse the
goparently progressive intentions of explicitly redigributive policies such as the
minimum wage, benefits, tax credits and taxation policies. As discussed esewhere
(Ambrose 2002, pp. 43-52) the pattern of housing support between different tenure
groups, the policies bringing about tenure shifts and the loss of low rent housing, the
workings of the planning sysem, the gpatid pettern of development, rent-setting
policy and the incidence of Council Tax bandings are dl pervasvey redisributive
and there must be strong suspicions that they are regressively so. Once al these have
been brought into the equation there remains little mystery about why poverty on the
scale experienced in the UK is so persistent.

2.3. Ispoverty being reduced in Brighton and Hove?

The fine didinction between comfort and hardship resulting from  the
income/expenditure baance has been usefully identified by Macawber, dthough his
andyss lacks degance in that it fals to teke account of the sengtivity of outputs to
regiona and sub-regiond variations in non-substitutable cost inputs (Dickens 1850):
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He [Mr. Micawber] solemnly conjured me, | remember, to take warning
by his fate; and to observe that if a man had twenty pounds a-year for his
income, and spent nineteen pounds nineteen shillings and sixpence, he
would be happy, but that if he spent twenty pounds one he would be
miserable.

Living costs vary sharply around the country (see the periodic UNISON Local
Satistics Factsheets that present data at the leve of the standard region) and locd pay
weightings are often poorly matched to these varidions. Thus nationd trends in
poverty and household incomes give little indication of the comparative extent of
difficulty experienced by those on low incomes in different parts of the country and
different locd aress. Nationa data show that the South East Region has the lowest
percentage of people living in households with an income below 60% of the median
(Social Trends 2003, Table 5.21). But this obscures the problems of those on low
incomeswho do live in the so-caled more prosperous regions.

To take Brighton and Hove as an example, a high proportion of the workforce is in
low pad sectors of employment such as the retall, hotd and restaurant sectors. The
2000 Index of Multiple Deprivation data showed that over 58,000 people in the area
were living in households deemed to be ‘income deprived’ in that they were entitled
to means tested benefits. This could mean that in the order of 20-25,000 households
fdl in this category (out of a tota of about 114,000 households). The 2002 New
Earnings Survey shows that national average earnings were £26,449 in 2002 and had
risen 6.0% over the previous year. The average earnings in Brighton and Hove were
£23,051 (or £443.29 weekly) and had risen by just 1.8% over the previous year. The
lowest decile of Brighton and Hove workers were earning below £229.40 in 2002 (the
average weekly earnings found in the survey were £202.63, see next section). A sudy
in 2001 (Brighton and Hove Council 2001) found that 10% of loca workers earned
less than £184.40 per week and 32% less than £250 per week (compared to 22% for
the South East as a whole). In combination these data show that, together with the Ide
of Wight, Brighton and Hove has the worst low pay problem in the entire South East
Region.

Housng codts, by contrast, are very high and risng sharply. According to Land
Regisry House Price data, the average property price in Brighton and Hove was
£181,184 in Quarter 3 of 2002, an increase of 19.4% on Quarter 3 of 2001. In 2001 an
average earner fird time buyer on 95% mortgage could afford something like £55,000
and the average price of 1 bedroom flats a about £102,000 was nearly twice that
figure. The price position has worsened since then. In fact house prices have risen in
the area by 126% over a five year period and the average ratio of average house prices
to average earnings has increased from 6.7 in 2001 to 7.9 in 2002 (compared to the
nationd ratio of 5.9 in 2002).

The figures underdate the problem for poorer households in Brighton and Hove who
aspire to own. While average prices might be broadly comparable to the rest of the
South East the price of ‘entry level’ properties, flats and maisonettes, are 27% higher
than the South East average and terraced houses are 47% higher (Brighton and Hove
UNISON 2002). To compound the problem the stock of low rent council
accommodetion has shrunk over the last two decades under the Right to Buy policy
and this has materidly reduced the housing prospects for lower income people.
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There is no mystery about these trends. It has been pointed out esewhere (Ambrose
2003) that nationdly the totd amount of house purchase loans outstanding (at £591
billion in 2001) has increased since 1981 by nearly three times more than might have
been expected based on the number of owner-occupied properties. The totd volume
of credit outstanding has risen from 23% to 54% of GDP (Wilcox 2001). This
virtudly uncontrolled flow of credit has worked to inflate house prices (and through
them land prices), especidly in periods of low housng output. This is a dructurd
factor andogous to those affecting the organisation of the manufacturing sector
identified in section 1.2. In both respects Brighton and Hove is just an extreme case of
anationd trend.

The dtudion is not heped by the drategic vacuum a the heart of British housng
policy-making. The digtribution of housing support between the different sectors, and
between the various stages of the provison chan (see Ambrose 2002 pp. 28-33), has
never been subject to sufficient andyss and discusson. Nor have policies relating to
changing the tenure baance of the exiding stock been adequately thought through.
Successive palicies in both these respects have dmost dways been the product of
ideology and criss management rather than of rational policy formation in the pursuit
of aset of explicit ams— not surprisngly since no such set of explicit ams exids.

The same UNISON report dso identifies some of the problems in the private rented
sector in Brighton and Hove:

The private rented sector is crucid given the unaffordability of owner
occupation. It is the largest in the country at 20% of households...without
security of tenure or rent controls private rents have risen dramaticaly,
and the sector is increasingly closed to those on benefit or those with a
long term commitment to living here. The large discrepancy between the
indicative rents used to cdculate Housng Bendfit entittements and the red
market rents means those on HB are priced out. (Brighton and Hove
UNISON 2002)

In the Brighton and Hove case a least housing costs lie near the heart of the problem
of the growing inequdity. To implement the Macawber Test as an assessment of the
extent of locally occurring hardship we need a series of dtudies that use a robust and
dandardised methodology to cdculae locd living codts, giving full weight to housing
costs, and relates them to loca incomes. These would give some idea not only of the
national level of pay required to achieve a reasonable subsistence level but aso of the
more localised pay weighting sysem tha would be required to achieve parity of
living dandards between areas. But in the longer term the problem will not go away
until a number of quite fundamental housing issues are addressed nationaly.
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3. THE BRIGHTON AND HOVE STUDY

3.1. TheLCA wage level calculation

3.1.1. Theorigins of the LCA budget standard

The Low Cost but Acceptable (LCA) budget standard was produced following eleven
months intengve work in 1997/98 by a multi-skilled team forming the Family Budget
Unit (FBU) then based in the Department of Nutrition and Dietetics in King's College
London. The funding for the work was raised by the Zacchaeus 2000 Trust. For a full
account of the development of the thinking behind the sandard see Parker et 4.
(1998) and earlier pioneering work by Veit-Wilson (1992, 1994, 1998 and 2001). The
team reviewed the history of budget standards studies starting with Rowntree's work
in York in 1901 and continuing in recent decades with the work of Wynn (1972),
Bradshaw (1993) and Oldfield and Yu (1993). It also took account of work in the US,
Sweden, the Netherlands and Audrdia (Saunders et a. 1998). The group decided to
base the standard on two mode families — a two adult household with two children
aged 10 and 4 and a one adult household with children of the same ages. The firg
study was carried out in York and later studies have been carried out in east London
and Swansea (Family Budget Unit 1997, Parker ed. 1998, 2000, 2001a, 2001b, 2001c,
2002a and 2002b and Wills 2001). Some of these studies have constructed living costs
a ahigher level termed Modest but Adeguate (deriving from Wynn 1972).

In congructing the weekly income necessary to live a the LCA levd the FBU team
digtinguished between two sats of costs — ‘standard costs such as food, clothing and
persona care expenditures which were deemed not to vary in different areas and
‘variable costs such as housing, fud, transport and so on that clearly do vary by area.
Later studies, including this one, have been carried out by updating the York standard
cods for inflation and then carrying out research to edtablish the locd levd of the
variable cogts (see Appendix 2 for sources of relevant local cost information).

The FBU team made it clear that the budgets were not constructed to have any
precriptive force but smply to represent reasonably common patterns of behaviour
and expenditure. The food budgets were very carefully worked out, with illugtrative
weekly menus in order to provide Dietary Recommended Vdues. Codts for items
such as persond care, clothing, furniture and even postage, telephone and dry
cleaning were worked out with equa care and considered in focus group discussons
in the locd aeas A modest levd of socid drinking was included (two thirds of the
hedthy limit sst by the Hedth Educaion Authority in 1996) but there was no
alowance for smoking.

The gtandard needs continua review. If a household item was not present in 80% of
homes nationdly (as CD players were not in 1997 but are now) their cost was not
included. Equaly the dlowance for a seven day annud holiday a the seedde in a
‘purpose built chalet a a holiday homes complex’ (to quote Parker et . 1998) looks
somewhat achaic. More serious reservations might be expressed about the
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assumption that dl families will have access to locd authority housng and an NHS
dentidt, that they will be free of debt and tha they will not be buying into any private
or persond pension scheme. These points are discussed more fully in Appendix 1.

3.1.2. The LCA living costsin Brighton and Hove

Usng the slandard LCA methodology the living costs for the Brighton and Hove area
were cdculated as a March 2003 for the two family types specified. The columns
show different levels of involvement in work by the two adults.

Table 1. Brighton and Hove L CA Living Costs- Couple + children (10 and 4)

2earners 1 earner 1 earner
385+ 17.0 385hrs 170hrs
hrs

A — Standard Costs
Food 64.66 64.66 64.66
Clothing 24.12 24.12 24.12
Personal care 452 452 452
Household goods 16.91 16.91 16.91
Household services 5.15 5.15 5.15
Leisure 24.20 24.20 24.20
Total Standard Costs 139.56 139.56 139.56

B —Variable Costs
Housing — rent (LA 3-bed house) 57.00 57.00 57.00
water/sewage 3.45 3.45 3.45
contents insurance 2.60 2.60 2.60
Council tax (band B) 16.06 16.06 16.06
Fud — gas (by DD) 5.10 5.10 5.10
eectricity (by DD) 3.56 3.56 3.56
Transport (public) 4.40 4.40 4.40
NHS charges 3.20 3.20 3.20
Insurance/pension contributions 3.98 3.98 3.98
Debtgfines/maintenance orders 0.00 0.00 0.00
Job-related — childcare 57.00 0.00 0.00
faresto work 20.00 10.00 10.00
Seeking work costs 0.00 0.00 0.00
Pets (one cat) 3.59 3.59 3.59
Alcohal (units man 14, woman 10) 9.25 9.25 9.25
Tobacco 0.00 0.00 0.00
Charitable donations 0.78 0.78 0.78
Total Variable Costs 189.97 122.97 122.97
C—Total LCA Costs(A +B) 329.53 262.53 262.53
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Table 2. Brighton and Hove L CA Living Costs — Adult + children (10 and 4)

1 earner 1 earner
385hrs 170hrs

A —Standard Codsts
Food 41.58 41.58
Clothing 19.95 19.95
Persond care 3.78 3.78
Household goods 15.95 15.95
Household services 4.87 4.87
Leisure 22.49 22.49
Total Standard Costs 108.62 108.62

B —Variable Costs
Housing — rent (LA 3-bed house) 57.00 57.00
water/sewage 3.45 3.45
contents insurance 2.60 2.60
Council tax (band B — 25%) 12.04 12.04
Fud — gas (by DD) 5.10 5.10
eectricity (by DD) 2.90 2.90
Trangport (public) 2.40 240
NHS charges 0.04 0.04
I nsurance/pension contributions 3.98 3.98
Debts/fines'maintenance orders 0.00 0.00
Job-rdated — childcare 120.00 57.00
faresto work 5.00 5.00
Seeking work costs 0.00 0.00
Pets (one cat) 3.59 3.59
Alcohal (if man 14 units, if woman 10) 4.63 4.63
Tobacco 0.00 0.00
Charitable donations 0.78 0.78
Total Variable Costs 223.51 160.51
C—Total LCA Costs (A + B) 332.13 269.13

The LCA levd may be seen as the modern corrdate of the concept ‘subsistence
dandard’ used by the Magistrates of Speen (see section 1.4). For the two adult
household with dependent children the spend is very low compared to the nationd
average but it is higher than average for the one adult household with dependent
children (the national averages are £552 and £266 per week respectively, Social
Trends 2003, Table 6.4). It must be noted that the LCA ca culation makes a number of
assumptions that do not fit comfortably with the redlities of life in Brighton and Hove
(see Appendix 1).

3.1.3. Therelationship of earningsto L CA living costs

The earnings required to meet these LCA living costs are congdered on four bases:
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Basis 1. Wheredaim ismadeto al benefit and tax credit entitlements (assuming
those working are aged over 25 to be digible for tax credits).
Basis 2. Where no dam is made to means-tested benefits (Working Tax Credit,
Child Tax Credit, Housing Benefit and Council Tax Benefit).

Basis 3. Where the earner(s) receive the Nationd Minimum Wage (£4.20 per

hour) and dl benefits are claimed.

Basis 4. Where the earner(s) receive the average rate observed in the survey

(E5.95 an hour) and dl benefits are clamed.

Bases 1 and 2 involve ‘grossing up’ from the net amount needed to a gross income
necessary to reach it. Bases 3 and 4 gtart with gross earnings and calculate the benefits

goplicable to an income &t this level and the benefit costsinvolved.

The two adult, two children household

Table 3. Basis 1 - the LCA wage level needed with M T benefits claimed

Working pattern 1FT+1PT 1FT 1PT

L CA weekly ‘take-home’ needed 329.53 262.53 262.53
(-) Child Bensfit 26.80 26.80 26.80
(+) Income Tax 0.00 0.00 0.00
(+) Nationd Insurance Contributions 0.00 0.00 0.00
(-) Working Tax Credit 110.08 70.17 58.21
(-) Child Tax Credit 66.08 66.08 66.08
(-) Housng Benefit 57.00 57.00 52.84
(-) Council Tax Benefit 16.06 16.06 14.78
Gross Weekly Earnings Needed 53.51 26.42 43.82
Hour swor ked 55.5 38.5 17.0
Divide by hours= Hourly Wage Needed 0.96 0.69 2.58

On this bass the benefits and tax credits avalable in the three working patterns are
such that hourly rates of only 96p, 69p and £2.58 would be sufficient to achieve the
LCA taget. The weekly means-tested benefits cost to the Sate in the three working
patternsis £249.22, £209.31 and £191.91 respectively.

Table 4. Basis2 —the L CA wage level needed without M T benefits

Working pattern 1FT+1PT 1FT 1PT

L CA weekly ‘take-home’ needed 329.53 262.53 262.53
(-) Child Bensfit 26.80 26.80 26.80
(+) Income Tax 32.09 42.38 42.38
(+) Nationd Insurance Contributions 19.44 23.40 23.40
(-) Working Tax Credit 0.00 0.00 0.00
(-) Child Tax Credit 0.00 0.00 0.00
(-) Housng Bendfit 0.00 0.00 0.00
(-) Council Tax Benefit 0.00 0.00 0.00
Gross Weekly Earnings Needed 354.26 301.51 301.51
Hoursworked 55.5 38.5 17.0
Divide by hours = Hour ly Wage Needed 6.38 7.83 17.74
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On bass 2, without recourse to any means-teted benefits but counting in the
universal  Child Benefit, the hourly earnings required in the three different working
patterns are £6.38 18,421 annudly), £7.83 €15,680 annualy) and £17.74 (£31,361
ful-time equivdent annudly). These are the figures regarded by UNISON as a ‘living
wage for the household types specified (UNISON 2002) since this is the income

level required to escape reliance on means tested benefits.

Table 5. Basis 3 - the benefit cost if on National Minimum Wage

Working pattern 1FT+1PT 1FT 1PT

L CA weekly ‘take-home’ needed 329.53 262.53 262.53
‘Excess’ over LCA level +36.66 +23.17 +4.14
Net weekly ‘take-home’ pay on NMW 366.19 285.70 266.67
(-) Child Benfit 26.80 26.80 26.80
(+) Income Tax 11.62 11.62 0.00
(+) National Insurance Contributions 8.02 8.02 0.00
(-) Working Tax Credit 59.85 46.34 58.21
(-) Child Tax Credit 66.08 66.08 66.08
(-) Housng Benefit 0.00 4.42 34.91
() Council Tax Bendfit 0.00 Nil 9.27
Gross Weekly Earningsat NMW 233.10 161.70 71.40
Hourswor ked 55.5 38.5 17.0
National Minimum Wage 4.20 4.20 4.20

The Bads 3 table is best read from the bottom up. It shows that if earnings are at the
level of the Nationd Minimum Wage then bendfits and credits are payable which, if
fully damed, teke the incomes to margindly aove the LCA levd in dl work
patterns (see the ‘excess + figures in the third row). The net gain to the household if
the second adult is working part-time is £13.49 or just 79p for each of the 17 extra
hours worked. So £3.41 of each hour's £4.20 is logt to extra childcare codts, other
work-related costs and benefit tapers — a margina ‘tax ra€ of over 81%. This
provides very little incentive for the second adult to take on a part-time job.

Without the recelpt of dl digible benefits and credits the household would be in
serious difficulty. To take the ‘one full-time worker’ case means tested benefits make
up 42% of the totd income. In this case if these benefits were not clamed the
household would have earnings £93.67 below the LCA levd.

Eanings a this low leve, given Brighton and Hove living codts, are coding public
finances £125.93, £116.84 and £168.47 per week in means-tested benefits in the three
different working patterns respectively. This can be regarded as the extent of the
public subsidy to those employers paying the lowest possible legd rate of pay.

The Basis 4 table (Table 6 beow) should dso be read from the bottom up. On the

£5.95 average hourly rate of pay found in the survey of low paid workers locdly (see
section 3.2 beow) the combination of earnings and digible benefits and tax credits
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raise the households to ‘take-home' levels between about £8 and £73 in excess of the
LCA net income required leve, depending on working pattern.

Table 6. - Basis 4 - the benefit cost on the average hourly rate found in the survey

Working pattern 1FT+1PT 1FT 1PT

L CA weekly ‘take-home’ needed 329.53 262.53 262.53
‘Excess over LCA level +73.01 +38.97 +7.98
Net weekly ‘take-home pay found 402.54 301.50 270.51
(-) Child Bensfit 26.80 26.80 26.80
(+) Income Tax 27.68 26.44 1.24
(+) Nationd Insurance Contributions 16.80 15.44 1.36
(-) Working Tax Credit 23.91 21.42 56.78
(-) Child Tax Credit 66.08 66.08 66.08
(-) Housng Benefit 0.00 0.00 18.18
(-) Council Tax Benfit 0.00 0.00 4.12
Gross Weekly Earnings @ £5.95 ph 330.23 229.08 101.15
Hoursworked 55.5 38.5 17.0
Average hourly ratefound in survey 5.95 5.95 5.95

But there is a paradox. The findings from the more quditative questions in the survey
showed that this populaion are living a anything but an acceptable leve, many
cahnot afford various of the items built into the LCA cdculaions and most are
auffering obvious financid hardship (see section 3.3). The survey was not designed to
measure benefit and credit take-up rates so the extent to which low take-up explains
this outcome cannot be edablished, adthough it is undoubtedly a factor. Another
reeson for the apparent anomaly is that the LCA caculation does not adequately
reflect the housng and other costs faced by many lower income households in the
locd area (see Appendix 1).

Given the earnings level observed the weekly cost to the public purse of means-tested
benefitsin these three working patternsis £89.99, £87.50 and £145.16 respectively.

The one adult, two children household

Table7. Basis 1 —the LCA wage level needed with M T benefits claimed

Working pattern 1FT 1PT

L CA weekly ‘take-home’ needed 332.13 269.13
(-) Child Benefit 26.80 26.80
(+) Income Tax 0.00 0.00
(+) Nationd Insurance Contributions 0.00 0.00
(-) Working Tax Credit 154.18 98.12
(-) Child Tax Credit 66.08 66.08
(-) Housing Benefit 57.00 57.00
(-) Council Tax Benefit 12.04 12.04
Gross Weekly Earnings Needed 16.03 9.09
Hoursworked 38.5 17.0
Divide by hours= Hourly Wage Needed 0.42 0.53
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As in the case of the two adult household the benefits and tax credits availdble, if fully
clamed, require only very low hourly rates of pay to reech LCA levd. The weekly
means tested benefit and credits costs to the public purse are £289.30 and £233.24 in
the two working patterns.

Table 8. Basis2 —the L CA wage level neededwithout MT benefits

Working pattern 1FT 1PT

L CA weekly ‘take-home’ needed 332.13 269.13
(-) Child Bensfit 26.80 26.80
(+) Income Tax 65.23 44 .54
(+) Nationd Insurance Contributions 34.83 24.49
(-) Working Tax Credit 0.00 0.00
(-) Child Tax Credit 0.00 0.00
(-) Housing Benefit 0.00 0.00
(-) Councll Tax Benefit 0.00 0.00
Gross Weekly Earnings Needed 405.39 311.36
Hoursworked 38.5 17.0
Divide by hours= Hourly Wage Needed 10.53 18.32

If the household does not claim means-tested benefits the hourly rate needed to reach
LCA leved on full-time working is £10.53 (annud sadary of £21,080) and on part-time
working £18.32 (full-time equivdent annud sdary of £32,381).

Table 9. Basis 3 - the benefit cost if on National Minimum Wage

Working pattern 1FT 1PT

L CA weekly ‘take-home’ needed 332.13 269.13
‘Excess over LCA level +50.51 +34.26
Net weekly ‘take-home’ pay on NMW 382.64 303.39
(-) Child Bensfit 26.80 26.80
(+) Income Tax 11.62 0.00
(+) Nationd Insurance Contributions 8.02 0.00
(-) Working Tax Credit 130.35 98.12
(-) Child Tax Credit 66.08 66.08
(-) Housng Benefit 17.35 35.55
(-) Council Tax Benefit 0.00 544
Gross Weekly Earningsat NMW 161.70 71.40
Hoursworked 38.5 17.0
National Minimum Wage 4.20 4.20

The table should be read from the bottom upward. As in the two adult household on
Nationd Minimum Wage rates of pay (Table 5), the daming of full benefits takes the
household above the LCA level by about £50 or £34 depending on whether working
ful-time or pat-time The net gan for working full-time rather than part-time is
£16.25 for the extra 21.5 hours worked. This is a gain of less than 76p for each extra
hour worked. In this case the margina ‘tax rate’ is about 82% which must provide a
grong disncentive to entering full-time work.
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The weekly cost of the means-tested benefitsis £213.78 and £205.19 respectively.

Table 10. Basis 4 - the benefit cost on the average hourly rate found in survey

Working pattern 1FT 1PT

L CA weekly ‘take-home’ needed 332.13 269.13
‘Excess over LCA level +£57.60 +38.11
Net weekly ‘take-home pay found 389.73 307.24
(-) Child Bensfit 26.80 26.80
(+) Income Tax 26.44 1.24
(+) Nationd Insurance Contributions 15.44 1.36
(-) Working Tax Credit 105.43 96.68
(-) Child Tax Credit 66.08 66.08
(-) Housing Benefit 4.22 18.83
(-) Councll Tax Benefit 0.00 0.30
Gross Weekly Earnings @ £5.95 ph 229.08 101.15
Hoursworked 38.5 17.0
Average hourly ratefound in survey 5.95 5.95

Smilarly, reading up from the bottom, the one adult household earning the average
hourly rate found in the survey atract levels of benefit that take net incomes to around
£58 and £38 above the LCA leve, depending on work pattern. The cost to public
finances of the means tested benefits and credits in the full-time and part-time
working cases are £175.73 and £181.89 respectively.

Summary of section 3.1.3.

UNISON’s position (UNISON 2002) is that wages should be such that households
can live a the LCA levd or better without recourse to means tested benefits (Basis 2,
see Tables 4 and 8 above) or overtime working. The following table summarises the
incomes necessary on this bass for the two household types and the five different

working patterns.

Table 11. Wages necessary to reach L CA level without meanstested benefits (£)

Household type and work pattern Weekly Weekly | Annual | Hourly
(both household typesinclude £ net £gross | £gross | E£rate
children aged 10 and 4) income income income | needed
needed at | needed | needed
L CA level
2 adults (1 FT+1 PT) 329.53 354.26( 18,421 6.38
2 adults (1L FT) 262.53 301.51| 15,680 7.83
2 adults (1 PT) 262.53 30151 31,361 17.74
1 adult (FT) 332.13 405.39| 21,080 10.53
1 adult (PT) 269.13 311.36| 32,381 18.32

26




Compared to these hourly rates the Nationa Minimum Wage rate is £4.20 per hour
and the average rate of pay found in the loca survey (see section 3.2 below) was

£5.95.
Comparison with the postion if not working

The find comparison is between households where someone is working and those
where no oneisworking. Thisis best shown by means of tables:

Table 12. Working compared to not working — 2 adults + 2 children (10 and 4)

Working LCA living Incomeon Surplus(+) or
pattern costs NMW + deficit (-)
(Tablel) benefitsand compared to
credits LCA
(Tableb)
1FT+1PT 329.53 366.19 +36.66
1FT 262.53 285.70 +23.17
1PT 262.53 266.67 +4.14
No one LCA living Income Surplus(+) or
working costs less support deficit (-)
someitems* payments** compared to
LCA
176.27 178.50 +2.23

* The LCA living codts in the nonworking case are £262.53 (from Table 1) less
£3.20 (NHS costs), £10 (fares to work), £57 (rent paid by Housing Benefit) and
£16.06 (Council Tax paid by Council Tax Benefit) = £176.27.

**Income Support is made up of £85.75 (Couple Persond Allowance), £15.75
(Family Premium) and 2 times £38.50 (Dependent Child Persona Allowances).

Table 13. Working compared to not working — 1 adult + 2 children (10 and 4)

Working LCA living Incomeon Surplus (+)
pattern costs NMW + or deficit (-)
(Table2) benefitsand compared to
credits LCA
(Table9)
1FT 332.13 382.64 +50.51
1PT 269.13 303.39 +34.26
Not working L CA costs Income Surplus (+)
less some support or deficit (-)
items* payments** compared to
LCA
138.05 147.55 +9.50




* The LCA living cods in the nonworking case are £269.13 (from Table 2) less
£0.04 (NHS cogsts), £5 (fares to work), £57 (rent pad by Housing Benefit), £12.04
(Council Tax paid by Council Tax Benefit) and £57 childcare costs = £138.05.

**|ncome Support is made up of £54.65 (Lone Parent Persona Allowance), £15.90
(Lone Parent Family Premium) and 2 times £38.50 (Dependent Child Persond
Allowances) = £147.55

These caculations can be usad to arive a the margina tax rates gpplying in the
various dtuations. These express the proportion of every additiond £ earned that is
log as a result of the interaction of benefits and credits tepers, income tax and
Nationa Insurance contributions. They should be compared with the margina tax rate
of 33% that applies above the poverty trap escape point (see next section) when each
additiond £ earned is subject only to standard rate income tax (22%) and Nationd
Insurance deductions (11%) until higher rate tax levels are reached.

Table 14. Some marginal tax ratesfor the two household typeson NMW

Householdtypeand | Excess | Excess Differ- Hours Gain Marginal
work pattern over over ence wor ked per tax rate
LCA if LCA if if hour at £4.20
working not working worked | per hour
working
2 adults 1FT + 1PT | +36.66 +2.23 +34.43 55.5 62p 85%
2adults1 FT +23.17 +2.23 +20.94 38.5 54p 87%
2adults1 PT +4.14 +2.23 +1.91 17.0 11p 97%
1 adult 1IFT +50.51 +9.50 +41.01 38.5 £1.06 75%
1adult 1 PT +34.26 +9.50 +24.76 17.0 £1.46 65%

If, for example, we take the two adult household with one person working full-time on
NMW the excess of income over the LCA living costs is £23.17. If no one is working
the excess is £2.23 (for both figures see Table 12). The difference that one person
working makes is therefore + £20.94 for which 38.5 hours are worked. This works out
a agan of 54p per hour worked. Compared to the gross sum earned (£4.20 per hour)
only about 13 % is kept and the margind rate of taxation is therefore 87%.

The magind tax rates shown in these farly typicd examples range from 65% to
97%. Clearly margind tax rates at these levels may well lead people to consder ther
choicesin rdation to their work/life balance.

3.1.4. The'poverty trap escape point’

The gross weekly household income required to move above the digibility level for
means-tested benefits is £435 per week or £22,620 per year for the two household
types used in the LCA cdculaions (data supplied by the Children and Housing
Andyss Divison of the Department of Work and Pensons). This is not far below the
nationd median income leve for a couple with two children aged 11 and 5 which in
2001/2 was £454 per week (Department for Work and Pensions 2003). Above the
poverty trap escape point the margina tax rate is about 33% as every additiona £
earned is subject only to Income Tax and Nationd Insurance deductions. Below this
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income levd the margind rate of tax is much higher as increases in earnings have to
be offset againgt the various benefit and credit ‘tapers and withdrawa points.

Unfortunately there is no reliable data on the number of households in Brighton and
Hove with an income bdow £22,620 per year. Evidence based on the 2000 Index of
Multiple Deprivation presented in section 2.3 suggeds that it might be some
proportion ranging from one fifth to one quarter of loca households.

For this szedble proportion of households the very high rates of margind taxation
that gpply, combined with the proximity of LCA raes to Income Support rates,
present people with red choices. Is it worthwhile working or not — especidly given
the increesng hedth risks and dresses a work and the cler dgns of declining
moativation found in the survey (see below)? Many people may be surprised to find
out how little better off they are for being in work, or in full-time work rather than
pat-time work, or if moving to a better pad job, and may draw conclusons
accordingly.

3.2. Thesurvey of low paid workers
3.2.1. Methodology

The survey of low pad workers in the Brighton and Hove area was carried out
between mid-February and the end of March 2003. A team of five volunteer
interviewers was assembled, each of whom work in a low pad sector of the loca
economy. The team members were fully involved in desgning the Interview Schedule
(see Appendix 3). Five interview pars were formed by paring a volunteer with a
member of the core research team. Each par then interviewed randomly selected
work colleagues of the volunteer member in a nonwork Stuation. The am was for
each pair to cover a range of household types. A letter explaining the purpose of the
work was sent or given to each of those interviewed (Appendix 4) and a £20 shopping
voucher was offered in recognition of the time given by the respondent.

The Interview Schedule covered three areas:

1. Factud information including demographic data and details of working hours,
pay and conditions, pension rights, etc.

2. A st of questions concerning the respondent’ s opinions about her/his work
Stuation including attitudes, motivationa changes, tc.

3. A st of questions about the ways in which trying to live on low pay affects
other aspects of life such as hedlth, holidays and spare time activity, etc.

In al cases there was a full discussion, especidly in relation to areas 2 and 3, and
mogt interviews took between an hour and an hour and a hdf. The more quantitative
aspects of the findings were entered on an eectronic database. The comments made in
relation to areas 2 and 3 were fully lised and then subjected to a contents anaysis. All
respondents were asked whether they required referrd to any financid or welfare
rights information and where requested a source of information was suggested.
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3.2.2. Findings— demography and jobs
Demographic profile—the respondents

The respondents ranged in age from 20 to 51 and the average age was 37.5 years. The
gender baance was nineteen women and five men. The ethnic make-up of the sample
was twenty white, two black and two ‘other’. This baance is a reasonable reflection
of the area population. The respondent population was a surprisngly stable one and
the average period of time spent living in the Brighton areawas 21.2 years.

Demogr aphic profile— the households

The 24 households in which the survey respondents lived had a tota population of 68
giving an average household size of 2.83. The gender baance was 55% femde, 45%
mae and 12% had a disability. The household size digtribution was.

Single person

Two adults

Three adults

Four adults

Single adult with child/children
Two adults with children

O ELNO O

Of the non-disabled people of working age 28 were in full-time work, eight werein
part-time work and five were not working.

The household tenure split was:

Owner-occupiers

Locd authority rented
Housing association rented
Private rented

~NDNO©

The total number of room occupied, disregarding kitchens and bathrooms, was 78
giving a room dengty of 1.15 per habitable room. The average length of time in the
present home as a household unit was 6.0 years but this was highly differentid by
tenure. Those in owner-occupied properties averaged 12.1 years in the home and
those renting privately only 2.6 years. Frequent moves no doubt add to the stress for
those in the private rented sector.

Only 13 of the 24 households owned a car but most lived within easy reach of key
facilities such as food shops (an average of 10.2 minutes from the home on foot or by
vehide), dispenang chemigts (9.0 minutes), a post office (8.3 minutes) and their GP
(14.6 minutes). For the 10 households with school aged children the average distance
to school was 21.5 minutes. Only five of the 24 households had contents insurance.

In only six of the households was the low paid respondent in the survey a subsdiary

earner. In the other 18 households the respondent was a more or less equal co-earner
or in most cases the main earner.
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The average gross dl sources annud income of the households surveyed was £17,991
(23 households only, one household income could not be ascertained). The average
gross income of the 15 households that were not owner-occupiers was £14,267. Land
Registry data for 2002 indicated that the average price for a fla/maisonette in
Brighton and Hove was £116,000 and for a semi-detached house £170,000. Property
prices had risen by 126% over the five years from 1997 to 2002. Unfortunately the
aspirations towards owner-occupancy expressed by a number of renters in the survey
(see later) are quite divorced from redlity.

Thejobs
The jobs of the 24 respondents interviewed were as follows:

Generd Service Assistant/ Housekeeper
Security worker

Creche workers

Estate Warden

Teaching Assstantsin various schools
Care workers in various care homes
Driver/care attendant

Loca Government Administrator

PR OMNRMNRPEIN

Brighton and Hove Council employed 14 of the sample, seven worked for an agency
and three were employed by private care homes. The average time that respondents
had been in the job was 4 years 3 months.

3.2.3. Findings - pay and conditions

The mgority of those interviewed were full time workers but two worked 17 hours or
fewer and a further two worked 20 hours or fewer. The number of hours worked per
week by full time workers ranged from 37.0 to 73.0 with an average working week of
44.0 hours which included an average of 2.2 hours overtime. Those working for
Brighton and Hove Council worked an average of 40.7 hours per week and the care
workers an average of 50.6 hours per week. Sixteen respondents said that their job
involved irregular and/or anti-socid hours but only sx of these receved shift
premium payments.

Average contracted hourly rates of pay were:

Normd time £5.95
Ovetime £7.10

The average contracted hourly rates of pay for the various sub-groups of workers
were:

Brighton and Hove services £6.05
Créche workers £4.87
Teaching Assgtants £5.61
Care workers £6.17
Others £7.05
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The gross weekly earnings of al 24 respondents averaged £202.63 (60% of national
median income is £187 per week, see Department for Work and Pensions 2003).

In terms of time off, five of the sample (mostly Teaching Assgants) worked only
during the school year. The remainder had an average of 20.7 days annud leave
(exduding Bank Holidays). There was some uncertainty about other time off
entittements, often as a result of having been so short a time in the job. HaAf the
sample fdt they were entitled to sck pay for periods of illness, 38% sad they had an
entittement to time off to care for dependents and 58% said they had ‘emergency’ or
‘compassionate time off. These two latter categories of time off were often seen as
within the discretion of the particular manager.

The detalls given by respondents showed that the amount of training received was not
impressve. The number of training days received during the tenure of the job hed at
the time of the survey (the average job duration was 4 years 3 months) were:

None 17%
1-3days 46%
3-5days 17%
over 5 days 20%

Nearly two thirds of the sample had received 3 days training or fewer. This heps to
explan why hdf the sample sad they were expected to do things for which they had
not been trained. In some cases this included tasks such as changing stomach bags or
the sole supervison of a child or a group of children with emotiond and/or learning
difficulties. Only 29% of the sample said that they could see clear career development
opportunities in the job. Some had been encouraged by their employer to undertake
courses such as an NVQ but others had been refused time off to do career
devel opment courses.

The pendon entittement Stuation of the sample gives rise to concern given that the
average age of the sample is over 37 years. Only 42% of those interviewed were in
any find sday penson scheme None had bought into a money purchase or
Stakeholder scheme and only one person had taken out any form of persona pension.
By contrast national data show that 75% of the 35 to 44 age group are members of
some kind of penson scheme (Social Trends 2003, Table 8.19). Of the fourteen
Brighton and Hove employees interviewed nine were in the Locd Government
Penson Scheme but were not, on the whole, wel informed about the benefits
avalable under that scheme. Nationd data shows that currently those on only a State
Penson spend £44 weekly on essentids whereas those with additional pension
income spend £60 per week (Palmer et d. 2002).

3.2.4. Findings- journey towork details

At least haf the respondents lived close enough to their workplace to wak or cycle to
work. Of the rest seven went by public trangport and only five by means of their own
trangport. The average return journey time each day, by whaever trangport means
used, was 44 minutes. Average journey to work costs for those not waking or cycling
were £14.41 but it is clear tha most of those usng their cars were quoting only the
fud cogs rather than the full cost of motoring.
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3.2.5. Findings - attitudesto the job

The mogt prevaent atitude, explicitly mentioned by 75% of the sample, was that the
pay for the job, and the respect accorded to them in doing it, was quite inadequate
when seen againg the respongbilities. A smilar proportion said that in their view the
job was inadequately staffed and many of these referred to past and impending Staff
reductions that were making matters worse. These factors, the lack of training and the
frequently mentioned falure of management to ligen to those actudly doing the
work, helped to account for the decline in motivation mentioned by 42% of the
sample.

Despite this there are gill cdear sgns of commitment to the work and responsble
atitudes among the negetive fedings about pay and conditions of employment. A
postive liking for the work was expressed by 54% of the sample and many Stressed
the rewarding nature of working with people and meking a difference. A smilar
proportion said they would recommend their job — but there was a frequent cavesat
about ‘it would need to be the right sort of person’. Only a quarter of the sample were
actively looking for another job.

The following are some of the quotes noted from the respondents arranged under the
gpecific questions raised on the Interview Schedule. Many have been pargphrased in
the interests of brevity but care has been taken to give a representative picture.

About how reasonably treated by management (16 of 22 responses negative)

The responses to this question reveded the extreme variaion in quality, condstency
and attitudes of management but the general sense was heavily negdive:

It's OK sometimes but they are sometimes offhand and have a go a us
for no reason. There is a certain amount of bullying and sometimes they
deliberately get peoples backs up.

Often hedth and safety issues are ignored and some  unplessant
gtuations emerge. We get the kicks for ther stress. The management is
not redlly businesdike and does not learn lessons from each event.

They ae farly good when they want something from you such as
working an extra shift or covering for someone but they are crap a other
times...they treat you like cttle.

| have a good line manager and am treated very reasonably. The generd
amosphere is very supportive.

| fed like a humber not a person. The atitude is variable depending on
whether you ae in favour with a paticular manager or not. The
trestment...is completely inconsstent and therefore undermining. Snide
remarks and inaults, often very persond, are the order of things and are
very often made in front of other staff members, clients and members of
the public...
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Not treated properly at dl. Thereé's a pecking order and a few of them
can't wait to ‘grass you up’ because you are just agency deff.

The mgority of the daff are very good and supportive, dthough not
aways the ones who should be, but some are ‘ superior’.

My éttitude is quite negaive a the moment. The Chief Executive has
come in to re-vamp the authority’s services and is making big changes
without reference to lower taff...support services are being withdrawn
without consultation. ..there’ s too much reorganisation and change.

About working hours, conditions, shifts, responsibilities, etc. (18 of 19 negative)

Most of the answers to this question dressed some combination of unreasonable

hours and conditions and of being asked to carry out tasks for which no adequate
training had been given:

There is no thought of hedth and safety for us. We are asked to work
outsde the ‘11 hour rule - we get home a 11.00pm and have to be back
at work at 6.30am. The long overnight shifts affect my ‘body clock’.

The [previous] job was demanding and the pay unreasonable. The lifting
was vey tiring. There was vey little traning and senior dtaff were
asking juniors to do difficult things like changing stomach bags which
can eadlly go wrong.

The hours suit me because of family commitments but there is too much
risk and responghility atached to the job...particular attitudes, sKills
and traning are needed to work effectively with “difficult’ children and
the pay does not reflect this.

The responghility is too much. Occasondly | have to ded with life and
desth Studions and | am nether remunerated enough nor given the
respect | deserve.
| have to administer medicines without having proper training for it.
About motivation and any recent changes (13 of 17 negative)
On the key issue of mativation it was clear that the mgority of those interviewed were
experiencing a decline in their motivation towards the job. A variety of reasons were
given.
| have alot less motivation than two years ago due to the atitude of senior
people. | would be more motivated if | were treated better...the criticism
IS de-motivating...we are doing our best here, what more can we give you.

It's de-motivating that there is no red movement or chance of promation...
the NVQ isimportant — but perhaps it means £5.20 instead of £5.00!
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WEe're not adequatdly informed, you have to be amind-reader at times and
this affects motivation.

| have a big commitment for the well-being of the people | look after but |
have no time for the management...l fed less motivated now because the
responsbilities have increesed but not the pay...the services for the
elderly are being reduced and this is de-moativaing... I'm very unhappy
with the quality of care after privatisation and this depresses me.

I love my job...we support each other and get on well [the respondent
works in acréche on £4.10 an hour with few entitlements].

Zero moetivaion, it's & an dl-time low...I'm fed up with working for
idiots and would only be a bit worse off on the dole.

About ideasto improve service quality (at least 8 constructive suggestions)

The respondents identified a number of ways in which they fdt service qudity could
be improved but there was a strong sense that ether their ideas would not be listened
to or that, in most cases, there was no proper gructure in place to share ideas with

management:

The management are not redly busnesdike...they don't learn from things
that go wrong...theré's no de-briefing after events yet we need people to
keep coming back.

If we were given a better support service, smple things like petty cash and
photo-copying, we could ddiver a better service.

Weekly team meetings are agood chance to make suggestions.
We would redly benefit from regular staff meetings to exchange ideas and
information. ..the sarvice seems to exist for itsdf not for users...managers
should ligen more...I could make a difference, but they don't give two
tosses.
Sometimes we have to do things for which we do not have enough
traning...this job needs ongoing support with a mentor dructure...
induction into the post was not offered until 10 monthsinto the job.

About whether thejob is adequately staffed (all comments said not)

The comments here were short and to the point:
It's totaly underdaffed...underdtaffing is a mgor problem, management

just don't think about the consequences of this...sometimes there should
be two or even three people on thisjob.
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We smply need more Teaching Assdants. The Specid Educationa
Needs register has doubled and pressures are growing...it's not properly
daffed, thereisno timeto listen to people.

There are often only two daff insead of three It there was dways the
right number many of the pressures would be taken off.

There should definitely be more than one staff member on duty at nights.
Would you recommend the job?

Despite the weight of the comments set out above many of the respondents gave a
positive response to this question but it was heavily conditioned with caveats about
management syle and the need for full commitment to the work. This feding is
summed up by one quote;

| enjoy my job despite the management dyle...but only for the reward of
working with people not for the pay and conditions.

Areyou actively looking for another job?

Mogt responses to this question were ambivdent. Many were conscious of the
difficulties of the locd job maket and ther perception, rightly or wrongly, that
employers could recruit people relaively eesly — especidly a the pay leves they
were recelving. Severd respondents said that they were ‘dways keeping an eye open'.
Responsesincluded:

I’'m not actively looking, ‘ better the devil you know'.

| would like another job with more pay [than this Brighton and Hove
council job] so asto be able to afford to be in a pension scheme.

The latter respondent seemed unaware that most jobs outsde the council would not
give access to a scheme as good as the Loca Government Scheme. This was pointed
out in the interview.

3.2.6. Summary of opinions about the job

The main attitudind finding from this part of the survey is that the respondents dmost
dl fed they are doing very responsble and socidly necessary jobs for very low pay.
There is a common feding of resentment compounded of a sense that they are under-
vaued, are asked to do specific tasks that are beyond their training and are not
aufficiently ligened to when they fed that, from their experience, they have
condructive idess to contribute. Many of them sense tha their line managers ae
themsdves under consderable pressures and, given the congant flow of service re-
organisation and re-dructuring, may have become more interested in protecting their
careersthan in sarvice ddivery.

These fedings closdy reflect those identified in a recent survey by the Audit
Commisson (Audit Commisson 2002). This found that on the whole it was not
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compelling dternatives but ‘push factors that caused people to leave their jobs. Stress
was the biggest angle factor. The underlying causes of sress varied but included too
much bureaucracy and paperwork, lack of resources, heavy workload and long hours,
the pace of change and the sense of not being vaued by the Government, by
managers, by the public, in terms of their pay and career progresson and so on.

There is no lack of intrinsc willingness to do tasks that most respondents can see are

of great benefit to those they ded with or care for. But it is clear that the goodwill and
motivation vitaly necessary to sudtain ‘frontling effort and job satisfaction has been
massively eroded by recent changes in working conditions. This is partly to do with
the condantly shifting organisationa dructures, patly from the impostion of
‘parformance indicators that often bear little reation to the qudity of wha is
delivered and partly from the ‘contracting out’ of some services. This overdl feding,
which can best be summed up by ‘love the work, hate the job'.

The sense of sdidfaction that comes from involvement in a worthwhile task stems
from a degp human need to be useful. Mogt of the frontline workers interviewed know
from daly experience how ussful and rewarding ther work is. To undermine this
feding with ‘performance indicators, ‘task management’, ‘best practice’, short-term
employment contracts and sSmilar practices, often a the direct behest of Whitehdl, is
to place a risk the mogt vauable qualities that can be brought to any task. Rather than
increesing the cog-effectiveness of sarvice delivery these practices are probably
having the reverse effect. By this key criterion they can be seen only as bad
managemen.

3.2.7. Oneview of the effects of privatisation on the care sector

One third of the sample interviewed were care workers. This category of work has
been one of the largest to have experienced privatisation in recent years. One recent
sudy (Prism 2000) has drawn atention to the poor pay and conditions of homecare
workers employed by independent employers compared to the ‘in-house’ terms of
employment. But such is the turnover of g&ff in this sector that only one of those
interviewed had been in the job both before and after the ‘contracting out’. There is
therefore no reliable evidence from the survey itsdf about changes in working
conditions and the quality of care since privatisation. Nevertheless some light can be
thrown on this issue by drawing on the views and experiences of a worker who has
just left care work after nine years spent first as a care worker and then as a Home
Care Support Worker with Brighton and Hove Socia Services.

The work is varied. Some care workers look after the more mobile dderly who
require little nurang care but need to be in resdentid homes. In other Stuations a
grester nursng input is required for people with little mohbility, who have mentd
hedth problems or who are bedridden. In addition care is required for those with
disabilities. Home care is provided for those who are reasonably independent but who
cannot manage entirely on their own.

Effectson careers, pay and conditions
When employed by the loca authority workers sill worked long hours for poor pay
but they had greaster job security, they worked on a riang scde and they received
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better entittements in relation to sck pay, other forms of time off, access to the Loca
Government Penson Scheme and holidays. Because they often worked in larger units
and ingtitutions the employment tended to be more stable and there were clear career
progression posshilities because of the range of grades in the larger units Staff
tended to remain longer in the job and thus developed better teamwork with long-time
colleagues. Many of these advantages have been eroded as more work has moved to
gndler privatised units. Few of the daff are now unionised and some rates of pay
remain at 1992 levels.

Effectson staffing levels

Seffing levels appear to have worsened dthough it is difficult to maeke dgrict
comparisons. Thereis also a more marked turnover in g&ff in many Stuations,

Effectson the quality and continuity of the service

More dtaff effort is now focused on physica issues and ensuring that those cared for
ae kept clean and well fed. This may well reduce the time available for getting to
know those cared for or for ligening to them. Shorter time periods in the job mean
less chance to build up reationships with those cared for, with vidting relatives or
with work colleagues. There are some changes to qudity of life semming from the
sdling off of gardens and open spaces adjacent to homes by owners who acquired the
properties from East Sussex County Council and who now wish to redise part of their
capitd vaue. There dso seem to have been adverse effects on the amount and qudity
of saff traning (as was indicaed by the survey findings) whereas previoudy in-
service training opportunities were good. Employers, who are often the owners of the
homes, are keen to have postions filled, often by employees from oversess, without
too much concern with qudifications and experience or even with satusin the UK.

Overall effects

In the view of the informant one driking effect of these changes in combinaion was
an increased prevalence of bedsores among the bedridden. In her view this very
painful condition is a key indicator of the qudity of care and the condition Smply
should not occur.

3.3. How low pay impactson therest of life

The survey of low paid workers set out not only to establish levels of pay and working
conditions but aso to explore on the basis of respondents own accounts how low pay
affects ther lives. This is an essentid sep in working towards the identification of the
‘exported cot’ to which these effects might give rise While the survey was
necessarily a smal ore in view of time and resource condraints, and while those on
low pay in a high cost area such as Brighton and Hove suffer digproportionate adverse
effects, there is no reason to suppose that the effects noted cannot to some degree be
generdised to the millions living on very low income levels dsewhere in this country.
The Interview Schedule was designed to gain evidence of the ‘spin-off’ effects of
very low pay under different aress of life (see Appendix 3). Each area is discussed in
turn. Care has been taken to ensure that the comments quoted are representative.
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3.3.1. Health

Nearly hdf the respondents mentioned that they were ‘very’ affected by dress related
to working conditions and/or low income. A further third said they were affected ‘to a
degree by such dress. A third of those questioned said that this had led to more
frequent contact with their GP and/or to more medication. Others have required
gopointments with consultants. The cost implications for the NHS ae obvious and
require quantification.

A very full st of comments was noted that related sress to low pay and working
conditions.

| have had severe and continuous depresson due to debt and the cost of
living...l have had 14 days off for illness in the past year and have often
come n when | was feding unwell...working more hours definitdy equals
poorer hedth.

| suffer from work-related depresson and have been off for 10-15 daysin
the past year...it affects my deep pattern and my stomach and | have been
on medication.

I've had seven days off in the past year for stress-rdated ill-hedth and
have consulted my GP over various work-related problems — sometimes |
fed desperate.

My GP says I'm depressed and that my skin condition is due to dress... |
have dermatitis from the worry and had to wat sx months to see a
consultant...it’s tiring and isolating to work odd hours and it can be
depressing.

| suffer high dress leves this will increese as more and more ‘“difficult’
children come into the sysem with no back-up support...| get stressed
because of the job and worrying about bills but no one can be bothered to
listen

Some comments indicated that the long working hours and low incomes that generate
much of the stress dso affected the use made of hedlth services:

Long hours and anti-socia working hours put people off seeing their GP.

If 1 go to the GP it will cost a lot of money and | don't go to the dentist
because of what it costs.

Some of the ill-hedth was seen to be related to conditions outsde the workplace that
clearly stem from low incomes and long working hours:

The rents have gone up and wages remaned the same, this is very
depressng, | often stay out because home is so depressing.
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| needed anti-depressants for sx months when | was in a bedsit...l saw the
GP and a counsdlor and it aggravated my asthmatic condition.

| get dtressed at the end of along day going home to cook, clean and look
after people...| get stressed juggling working hours with care of the
children and | don't see enough of them.

It should be noted thet the costs generated fdl dso on employers in terms of
additiond dckness rates. Significant amounts of cost ae adso ‘interndised’ in that
people hold off from seeing their GP or dentist (the latter usualy on cost grounds) and
indead may resort to unhepful coping practices such as smoking (which one
respondent said he used as ‘sdf-medication’). Perhaps the mogt telling comment was
from the person for whom work has changed from being a source of satisfaction and
release from other forms of stressinto a source of stressin itsdlf.

3.3.2. Food and diet

There is a growing body of research on the effects of low income on diet and the
effects of poor diet on general hedth (see section 4.2). There is a growing problem of
obesty, paticulaly among children where the effects are likely to be long-term if not
lifetime, and the cost of this has been put tentativdy a £0.5 hillion per year. In
addition about 20% of women of working age are now obese compared with 15% in
1991/2 (Palmer et al. 2002).

Of the 24 respondents 17 said they could not eat as much or in the way that they
would like. The comments help to explan how low incomes and long and irregular
working hours are causdly associated with poorer dietary patterns and why it may be
difficult to comply with the recommended ‘five a day’ hdpings of fruit and
vegetables.

Lack of a proper canteen means ‘eating on the hoof’ and lots of rubbish
processed food. . .and we have funny eating hours on this job.

We dways buy the chegpest of everything...l can only buy tinned Suff,
lots of cheap SUff.

| often can't afford food, ‘five a day? More like five a week'...l have cut
down on fruit and decent mest.

Very often the long hours affect the capacity to produce cooked medls a home:

I’'m often too exhausted to cook properly, | eat quickly and on the run and
it affects my digegtion.

| don't have much time to cook meds — we make do with pizzas but I'd
prefer not to do this.

Another effect isthe way in which alimited income complicates the task of shopping:
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| have to work out the cost of everything very carefully before we go
shopping... | have to spend a lot of time comparing prices in different
shops and this detracts from relaxation time.

It was evident from many comments that there is no lack of understanding of good
dietary principles. It is amply low incomes and lack of time to cook that is inhibiting
good nutrition.

3.3.3. Réationshipsand family life

A hamonious family life and dose and supportive reationships within the home
clearly lead to the avoidance or minimisation of al the costs associated with domedtic
disharmony. These range in severity from the costs of deding with occasiond dtress
through those associated with serious tensons and perhaps domestic violence to the
ultimate and cogly issue of family bresk-up, possble homeessness and the damaging
disruption of the lives of both adults and children.

The following comments identify the close causd reationships between low pay,
irregular working hours and adverse effects on family life

The job has a massve effect on our relationship, we get tired, snappy
and aggressive.

Shift patterns mean we don't get qudity time together and this puts a
grain on things.

We rady have a weekend off and it is difficult to spend time with my
child.

Definitdy yes no regular pettern of shifts affects family life...you can't
planthings... | have no time to socidise with my family.

For those living done the effects were fdt in terms of damage to mutualy supportive
contact with friends and to relaionships with extended family members.

3.3.4. Holidays and schooal trips

The thergpeutic vaue of relaxation and a change of scene is an undoubted hedth
benefit. Inability to afford a proper holiday, especidly when the TV schedules focus
ever more incessantly on holidays in exatic places, is a serious consequence of living
on a low income. In particular seven of the respondents living in the households with
children mentioned the lack of a holiday away and sx mentioned to difficulties of
paying for schoal trips for their children. Comments included the following:

I’ve just booked aweek’ s holiday — my firg for five years.
‘Holiday’ isafamily day out on the beach.

No holidays any more, we had one two years ago in Cornwall.
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We haven't had a holiday snce 1995 but we may go to Butlins this
summer.

Many of the respondents find great difficulty in paying for therr children to go on
schooal trips:

We generdly can't afford school trips for the children.

My son could go on a school trip only because we could pay in
ingaments.

This pattern is wdl out of line with nationa trends. Between 1995 and 1999 domestic
tourist trips increased from 121 million to 146 million per year Social Trends 2002).
Other evidence shows the effect of low income on travel and trips in that the poorest
fifth of the population soend on travel only one quarter of the amount spent by the
richest fifth and only £14 per week compared to a median of £58 per week (Pdmer et
al. 2002).

3.3.5. Recreation and leisure activities

Given that many respondents could not afford to go away on holiday a greater
premium is placed on nontholiday recregtiond and leisure activities as a means of
relaxation and the recharging of batteries both for themsdves and ther children.
Unfortunately the lack of avalable funds, plus for many the tiredness resulting from
long and irregular working hours, means that most respondents were able to do very
few or no recregtiond activities in ther leisure time. Many had clear ideas about what
they would like to do but were quite unable to do it. Ironically many of these activities
would involve exercise that could only be of benefit to hedth and would help to avoid
obesity:

After work I'm just so exhausted | don't bother...I’ve no energy even
do the washing up.

| would love to travel and make music but it's al pipe dreams, | don’'t do
any because | can't afford it.

| would like to swim more but | can't afford it.

After working long hours | don't have much energy for exercise...l'd
love to go to agym but there' sno way | could afford it.

Thislack of resources dso limits the children’s activities:
| have to limit my daughter’s activities to those | can afford.

| can't afford to do anything, my son likes snooker but we can't afford to
pay for practice time.

Culturd lifeis dso severdly affected:

42



One evening out to the theetre equals being overdrawn equals worry.

I'd love to take some adult education classes but could never afford
them.

3.3.6. Volunteering and other sparetime activity

In many areas the cost burden on satutory services is reduced by community support
activities carried out by voluntary sector agencies of many kinds. Such agencies
clearly cannot operate if volunteers are thin on the ground and one of the Home
Office's Public Service Agreement targets is to increese the levd of community
participation by 5% by 2006. Typicdly in many comfortably off areas there are many
retired people in good hedlth or people a home dal day who are able to contribute to
the spread of services offered by the voluntary sector.

Low pay and irregular hours provide powerful impediments to getting involved in
such activities as was shown by the answers to a question on the issue, athough it was
evident from a number of responses that the willingness wasthere

| haven't got time with this shift pattern...theré's no spare time, | just
need deep.

| cannot afford to be involved in anything other than caring for my
family.

I'd like to volunteer to take old people around but my course takes dl
my sparetime and I’ m not given any time off to do it.

Only three of the 24 respondents were actively involved in any voluntary activity —
one with her church, one for Oxfam and another in heping rase money for
Macmillan nurses,

This issue is regarded as sgnificant by the New Policy Inditute who have adopted
nonparticipation as one of their 50 indicators of inequdity (Pamer et d. 2002). In a
sudy on the date of ‘civil society’ in areas of east London (Wills et d. 2002) the
researchers found that only 27% of those surveyed were active in any community
group. At the national scale the 1998 British Social Attitudes Survey found that 33%
of those aged over 18 had done some voluntary work in the previous year. The
percentage appears to be far lower in the present sample and it is likey that this is
placing additional cost pressures on statutory services in Brighton and Hove,

3.3.7. Neighbourliness

The other key aspect of a srong and supportive ‘civil society’ is the informa pattern
of mutual assstance and support provided by neighbourly activity. Only eight of the
twenty four respondents said tha they had the time and energy for neighbourliness. A
smilar number said they just had no time or energy and the rest made no comment:

| leave early and get back late, | don't really know them.
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| wouldn't normaly have the strength left to see neighbours.
3.3.8. Personal safety

Persond safety can to an extent be bought — given aufficient income. Of the 24
respondents in the survey 13 explicitly said they fdt the need for more home and/or
car security devices such as better locks, fire darms and outsde security lights but
they could not afford them. One respondent said that her mother had fdlen and
broken an ankle as a direct result of poor outsde lighting. It seems obvious that with a
better coverage of such devices the call on police, hedthcare and emergency services
time would be reduced.

When | had a car things got nicked because | couldn’t afford security
devices.

| would like a security system and afire darm but | can't afford them.

Ancther aspect of persond safety related to income is the ability to take a taxi home at
the end of a late work-shift. Six respondents said that they wished they could teke a
taxi home but that it was too expensive for them.

Brighton's not a safe place, | have to get taxis a lot coming home late
from work.

| would like better security equipment and to afford taxis for my
daughter to come home a night.

Findly only five of the respondent households had a contents insurance policy and the
remaining 19 risked uninsured losses from breek-ins. National data (PdAmer et 4.
2002) indicates that about one haf of the poorest 20% of households are without
contents insurance compared to only one quarter among those with average incomes.
Yet households in poorer areas are much more likely than others to be burgled -
which accounts for the variation by a factor of up to six depending on postcode in the
cost of taking out contents insurance. The very low rate of insurance coverage in the
sample interviewed is one serious effect of low wages.

3.3.9. Debt

Since low pad people are frequently forced into debt a question was asked on this
issue but in view of the sengtive nature of the topic the matter was not pushed if some
reluctance was evident. Nine of the 24 respondents said that they were in debt. Of
these four did not wish to give the amount but the debt of the other five averaged
£3,800. Severa respondents said they had been in debt recently (in one case having to
sl a property to get out of debt) but asserted that debt terrified them and they would
be sure not to become indebted again. Six said that they would not get into debt as it
would be an additional source of worry. Severd others expressed surprise a the
behaviour of the finance indudry in targeting them with leeflets and offers to incresse
the credit limit on their cards. Taken overdl the responses showed a clear sense of
respongbility in seeking to avoid debt wherever possible.



Among the comments made were:

| got into massive debt, up to £10,000, which | was only able to pay off
when my parents died.

| was in debt at 18% for two or three years, | had to move into a bedsit to
pay it off, thisredly upsat me.

I’'m about £12,000 in debt and al the bank does is increase the facility!
| have been drawing on my £9,000 capitd, it’'s down to £1,500 now.

| avoid debt...l1 hate being in debt and would be too worried to have a
credit card.

3.4. General questions
There were three generad questions a the end of the Interview Schedule. They were
included to try to identify which among the various issued discussed stood out as the

mogt sgnificant for the respondent, what the main priorities for extra spending would
be and what Sngle issue condtituted the biggest worry.

3.4.1. Themain problems of living on a low income
The responses to the question ‘what are the main problems of living on a low
income? produced a summary of the difficulties. Some people stressed the congtant
juggling of resources:

Living hand to mouth worries you congtantly.

I’m aways ‘robbing Peter to pay Paul’ and | buy second hand clothes.
others were concerned with the limitations on lifestyle:

My lifeisal about paying rent.

When dl the bills are paid theré slittle for day to day living.

| can't afford new shoes.
some resented the limitations placed on sdlf-improvement:

Y ou can't improve yoursdf, take time off to study and get better quaifications
while others were well aware of the particular problems of living in the area:

It's the house prices and the cost of living in Brighton.

Brighton is ‘money problems by the seal.
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and one made the poignant observation:

It's hard to go out...if you don't go anywhere you will never have any
memories, that’s what redly concerns me. [44 year old woman).

3.4.2. How additional money would be used

In order to confirm the issues that mattered most the question ‘If more money were
coming in how would it be used?’ was asked. The most important uses were:

- improving the home or decorating (8 people)

- going on holiday (8 people)

- putting money into savings or apension (6 people)
- Qgetting out of debt (2 people)

- getting driving lessons (2 people)

The comments, which ranged from fantasy through realism to resignation, included:

It would have a mgor effect on happiness...] would spend it on my
daughter, smd| luxury items and holidays.

| would try to get secure housing, it affects so much dse, and | would
expand my interests.

| might consder a pensons or savings plan [39 year old].

| would make a donation to the church and to charities then use the rest
to improve our housing Stuation.

3.4.3. Thesingle biggest worry — ‘next year’

The find question on the Interview Schedule was ‘At this moment today what is the
single biggest worry in your mind?

The responses ranged from ‘I've booked a holiday but am not sure | can pay for it',
through housing insecurity, to job insecurity, to hedth worries about not being able to
work in a dtuation where ‘...we lurch from week to week’, to worries about the
children’s future because ‘Brighton is so expendve, to the person who amply sad
that ‘next year’ was her biggest worry.

3.5. Observations by front-line service providers

To complement the evidence ganed from the survey severd interviews were
conducted with experienced service providers in hedth, education and the care
sarvices including a public hedth doctor, an Education Welfare Officer and a Care
Service Support Worker. They were able to contribute generad observations about the
effects of low incomes on various vulnerable groups including young people.
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Many of the kids have their only decent med a school, many don't have
breskfast and gart flagging mid-morning.

Many parents work long and irregular hours, some kids arrive a school
a 7am because their parents have gone to work.

Lots of the homes have few books or a PC... alot of the children are not
properly fed or cared for, ther dress shows in anger and aggressve
behaviour.

They don't send the children to the doctor’s for check-ups...there is a
poor attendance at the dentist and no routine eyesight tests.

Junk food is making some of the children hyperactive.

Maybe only 40% of the kids have a ‘normd’ family life...ther
aspirations are very Brightonbased, they don't know anything ese.

Poverty produces hedlth stress and the break-up of reationships.

3.6. Combiningthe LCA and survey findings

When the LCA caculationsin the various cases (section 3.1) are compared with
survey findings (sections 3.2 to 3.4) some of the results are surprising.

Basis 1 —all eligible benefits are claimed

Taking both household types, and dl the working patterns, claming of the full benefit
and tax credit entittements (universal plus means-tested) produces in most cases
virtudly the whole income required to reach the LCA leve. The hourly rae required
in the five cases ranges from £2.58 down to 42p. The benefits and credits cost in these
gtuations ranges between about £192 and £289 per household per week.

Basis 2 — means-tested benefits are not claimed

UNISON’s policy pogtion is that households should be able to earn a living wage
while working norma hours and without dependence on means tested benefits and
overtime working. This basis tets this postion in the Brighton and Hove area.

The hourly rates required for the two adult household are £6.38, £7.83 and £17.74,
depending on the work pettern. For the single parent household the hourly rates
required are £10.53 and £18.32. All these rates are well above the average hourly rate
eaned for norma time working by the survey respondents (£5.95). This makes it
clear that ether lower pad employees must work overtime hours to reach the LCA
level in this area (which many of them are) or they are forced to live a a level beow
even LCA. In either case UNISON’ s policy position is not met.
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Basis 3 — earning the National Minimum Wage

If earnings are cdculated using the current Nationd Minimum Wage rae (£4.20 per
hour) and dl benefits are daimed the resultant net income figures are in excess of the
LCA leve by between about £4 and £50, depending on household type and work
pattern. The weekly cost in dtate benefits per household varies between about £117
and £214.

It was found that there was very little incentive for the second adult in the two adult
household to work part-time or for the lone adult to work full-time rather than part-
time since margind ‘tax rates of over 70-80% applied on the additiond earnings.

In fact only four of those interviewed (three creche workers and one teaching
assigtant) were working a or near the NMW s0 clearly the application of a minimum
wage standard is doing little to protect workers in the Brighton and Hove area and the
same comment would apply to several of the other areas (for example east London
and Swansea) where LCA studies have been carried out.

Basis 4 —earning the average hourly rate observed in the survey

Those eaning the average rate found in the survey (£5.95) would, if daiming full
benefit and credits entittements, be receiving a net income of between £8 and £73
over LCA leve depending on household type and working pattern. The benefits and
credits cogt to the economy varies between £87 and £182 per household per week.

Combining the LCA calculations and the survey findings

When these data ae combined with the survey findings some puzzling features
emerge. Virtudly dl those interviewed in the survey are suffering consderably from
the effects of low incomes. Most cannot afford a holiday or pursue norma leisure
activities, many cannot buy enough of the foods they regard as hedthy or invest in a
penson and many cannot afford a normd socid life with occasond meds out and
socid drinking. Yet dl these are explicitly written into the cdculations producing the
LCA levd net incomes, which can be eadly reached and exceeded by caming
eigible benefits.

There are two possible explanations. Either the households surveyed are not claming
some or dl of the benefits to which they are entitled or the LCA formula, even when
local living codts as specified are applied, does not produce an income that permits the
activities currently foregone. The truth probably lies in some combination of these
two explanations. Certainly there are some serious shortcomings in the LCA
assumptions when gpplied in the locd case (for example LCA assumes access to locd
authority housing but only sx of those interviewed were in council housng) and these
will be more fully discussed in Appendix 1.

The cost in benefitsand tax creditsto the national economy
The benefits and credits cost in the various caculaions ranges between £87 and £289

per household per week (or from about £4,500 to £15,000 per household per year).
This can be regarded as the order of subsidy from collectivised loca and centra
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government finances to employers and landlords in the Brighton and Hove area — the
modern equivdent of the more loca and transparent sysem put in place by the
Magistrates of Speen over two hundred years ago (see section 1.4).

The more that locd living codts rise, perhaps partly in response to promoting Brighton
and Hove as ‘the place to be and carrying out ‘regeneration’ programmes whose
effects on raisng housng costs are rardy thought out in advance (Ambrose and
MacDonald 2001), the heavier this cost on public finances is likely to be. Unless of
course some way can be found to reduce the number of lower income households in
the area. One way might be to raise wage levels.

High marginal tax rates and declining motivation

It was pointed out in section 1.4 tha for lower income families the ratio of benefits
and tax credits to earnings from work is increasng. Below the ‘poverty trap escepe
point’ (earnings of £22,620 per year in the case of the LCA households) very high
margind tax rates gpply as the gain from increases in earnings is offset by the benefit
and credit withdrawd ‘tapers. Increesingly people beow this earnings level may
question whether it is worth working extra hours, looking for a better paid job,
working full-time rather than part-time or even working at al (see section 3.1.3).

The cucd issue is mativation. People will continue in employment if thar
commitment to the work, and the non-financid benefits to be derived from it, is
grong enough for them not to make any caculaions about their margind rates of
taxation or, if they make them, to ignore them. The survey results showed that many
of those interviewed were wel aware of the worth of what they were doing and that
they were doing it out of a srong sense of commitment. But section 3.2.5 showed that
13 of the 17 replies to the question about changes in motivation were negative and in
comments 42% of respondents specificdly referred to declining motivation. The most
ggnificant comment was from the person for whom work has changed from being a
source of satisfaction and release from other forms of dress into a source of dress in
itsdlf.

Unless work conditions improve and efforts are made to restore motivation the
Government’'s vison of udng the ‘inrwork’ route out of poverty could be fadly
undermined.

3.7. Low pay —abarrier to ‘social inclusion’

Mogt of those interviewed were unhgppy with the drict limitations that low pay
imposes on many agpects of ther lives, paticulaly in reaion to ther housng
dtuation. But most were redistic enough to know that there was little they could do
about this as the recent sharp rises in house prices and rents had given them the
feding that their housing progpects were if anything worsening.

Almogt dl referred to a range of adverse factors affecting hedth including long hours,
disruptive work patterns, stress a work, a poorer diet than they would wish and
difficulties in teking preventative hedth-protection measures. Mogt fdt that the lack
of time and energy to use free time credtivay plus the lack of funds for family
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holidays and school trips for the children effectivdly reduced their capacity to
recharge their betteriess For many of those interviewed job insecurity was an
additiona problem overlain on these difficulties.

All these conditions are directly related to low pay and they do not add up to the

grester ‘socid incluson’ that is the expressed am of Government policy. What they
do add up to is substantially increased ‘ exported costs .
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4. THE ‘EXPORTED COSTS OF LOW PAY

(with Julia Stone)

4.1. From private stressto public cost

Maintaining a low minimum wage is a fase economy. The result is...codts
borne by the whole community. (UNISON 2002)

This section seeks to put some evidentid weight behind this UNISON satement by
focusng on the public cost implications of locdised poverty on this scde. There ae
three stages.

1. Toreview some of the key studies that have demongtrated repeatedly
occurring associ ations between low incomes, poor housing conditions and low
hedlth status and well-being (section 4.2)

2. Toidentify and systematise some of the cost headings affected (4.3)

3. Toreview some studies that are seeking to identify the order of public cost
generated by inequalities under a number of these headings (section 4.4).

Firg there is a point about language. As we saw in section 1, Government documents
ded in tems like ‘socid excluson’ and ‘deprived estates. These are diversonary
euphemisms. The issue is that something like a fifth to a quarter of the UK population
live in poverty. Since the vas mgority of households which include someone of
working age have at kast one person in work the root cause of poverty is low pay —
the centra focus of this report.

4.2. Poverty and the ‘health gradient’

Numerous studies over the years have established correlaions between, on the one
hand, poverty and low socio-economic Status and, on the other, various negéative
‘outcomes  in terms of poor hedth (see especidly Graham, ed. 2000), lower
educationd achievement and a higher incidence of crime. In his review of evidence
linking socio-economic status with health, Syme (1994) points out thet:

...a gradient exiss in the rate of disease from the top of the socid
hierarchy to the bottom, for dmost every disease that has been studied,
practicaly everywhere in the world.

Some key <udies reding to the United Kingdom include the Black Report
Inequalities in Health (1980), the Acheson Report An Independent Inquiry into
Inequalities and Health (1998), the annuad Hedth Surveys for England, produced by
the Depatment of Hedth, Gravelle and Sutton (2001), Marmot et d. (1991), the
Audit Commission’s 2002 report Tackling Obesity in England, and Coleman (1999).
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All thee dudies found clear evidence of substantial socio—economic differences in
morbidity rates. Since it is safe to assume that the vast mgority of people access the
best housng conditions they can afford it is reasonable to believe that bad housing
will adso show drong associations with various negetive ‘outcomes. An annotated
literature review has discussed a number of dudies linking poor housing and living
conditions not only with poor hedth but aso with negative ‘outcomes in education
and with higher rates of crime experienced (Ambrose, Barlow et a. 1996). A more
recent discusson of work on urban regeneration and hedth (Popay 2001) has drawn
atention to the urgent need to move towards a better resourced and systematic
research drive on this issue while the most recent review (Thomson et d. 2002) has
found only a handful of vadid dudies linking a housng improvement intervention and
hedlth gain. Much more work is needed.

The man issue, for researchers and policy-makers dike, is to judify the remova of
the quote marks around ‘outcomes. Their use denotes a proper degree of caution
about causdity. While few would chdlenge the amost universd presence of strong
corraions between the conditions and the apparent effects the ways in which they
ae linked 4ill require much cdosr examinaion. What ae the precise causa
mechanisms and processes that link the conditions with the  outcomes ?

One recent study (Attanasio and Emmerson 2001) has put the problem in these terms:

While the exisence of a corrdaion between hedth outcomes and socio-
economic gatus is well established, it is not clear what are the casud links
between hedth and wedth. In particular it has not been established what is
the direction of causation as one can eadly condruct plausble sories to
judtify causdity running in both directions.

To the second sentence one can only say that one set of stories usudly looks a lot
more plausible than the other. But the fird sentence is to a degree judified — it is
crucidly important to gain a firmer understanding of causdity.

Neverthdess it is interesting in passing to note that Christopher Addison, Minigter of
Hedth in the early 1920s and himself a doctor, was not inhibited by such academic
niceties. He had no doubts that poor conditions played a large part in the ill-hedth and
tha the ill-hedth cost a lot of money. He st the Registrar Generd the task of
cdculaing the public cogt of various manifesations of ill-hedth which he regarded as
a direct outcome of poor housing conditions. These included the increased incidence
of TB, the generdly poor hedth of children in dementary schools and the leves of
preventable sickness in the workforce (Addison 1922). The Registrar Generd came
up with some farly precise edimaes of these ‘exported costs (over £42 million
annudly in 1921 vdues for a patia st of costs). Addison's drategy to use these
findings as an agument for further housng investment resources from the Treasury
was cut short by his prompt dismissd from office by Lloyd George. ‘Homes Fit for
Heroes had not lasted very long.

To return to the present, the firs step is to avoid the ‘ecologicd falacy’. This arises
when it is inferred, because a particular area unit shows a high % of ‘a and a low %
of ‘b, that the one must be a consequence of the other. This is to ignore the
possibility that both may derive from an unconsdered ‘C’ or tha the associaion has
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arisen purdy by chance. Demondration of process is as vitd as demondration of
correlation.

Governments regularly (and perhgps conveniently) fal into a smilar trgp when they
adopt sets of area-based indicators, such as rates of ill-hedth, to measure ‘progress
over time in an area sHected for a specia regeneration programme. If such measures
are used the improvement demondrated may smply derive from the movement in of
a population that is perhaps wedthier and in better hedth (as happened in those few
wards in the Ide of Dogs in Tower Hamlets that showed marked ‘improvements in
key indicators during the 1980s and 1990s). This measure clearly says little about the
fortunes of the Year 1 population of poorer people that may well have been eased aut
by the very regeneration programmes intended to assst them.

There is no shortage of dudies demondrating correlative links between conditions
and various aspects of hedth. Key findings from the Hedth Survey for England 1996
(Prescott-Clark and Primatesta 1998) include an observed socid class gradient for
obesty in women with 25% of women in Class V classfied as obese compared with
14% in Class I, an annua accident rate of 38% for non-manua maes in the 16-24 age
group compared with 52% for manud mades and 89% of women in Class | sf -
reporting their health as good or very good compared with 59% in Class V.

Marmot and his research group a Universty College, London conducted two mgor
British cohort studies, Whitehal and Whitehdl 11 (Marmot et al. 1991). These looked
a morbidity amongst British civil sarvants from the bottom through to top grades.
Whitehdl 11, set up in 1985, found evidence of increased risk of cardiovascular
disease and respiratory disease as one went down the civil service grades. Coleman’s
rescarch (Coleman 1999) was the firda mgor study of cancer and socio-economic
factors and looked a the survivd rates of 3 million adults and 18,000 children in
England and Waes who had been diagnosed with cancer between 1971-1990 and
followed their progress up to 1995. The research findings reveded a disparity in
surviva rates between rich and poor of between 5% and 16% for fourteen adult
cancers, induding breest, bowd and madignant mdanoma (the Office of Nationd
Statidics deprivetion index was used as the bass for distinction between rich and
poor.) A sample finding was that the rich were sixteen times more likely than the poor
to survive for five years after getting tongue cance.

A dudy by Gravelle and Sutton (2001) measured and decomposed income related
inequdities in sdf-assessed  hedlth, reported pro-rich inequdity increesng in
England, Scotland and Waes during the period under investigation and concluded
that reductions in this pro-rich inequdity in hedth coud be achieved by reducing
income inequdlity thus reducing the effect of income on hedlth.

Airey et d. (1999) collected data on the incidence of coronary heart disease by socid
cdass. A key finding of their report was that

CHD patents differ from the generd population in that a higher
proportion is from manua socid classes — about haf compared with two-
fifths of the genera population. Among mde patients... the proportion is
even higher — 55%. (Airey et a. 1999, p.5)
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Poverty and poor housing conditions are frequently associated with low indoor
temperatures. There has been much ressarch on the effects on hedth of low
temperatures in the home. Baker (2001) from the Centre for Sustainable Energy has
produced a review of evidence linking living in a fue poor home with increased risk
of illness. This shows in paticular a srong association between cold environmenta
conditions and increased risk of drokes, heart attacks and respiratory illness.
Evidence is aso reviewed on the impact of cold dsress causing cardiovascular strain,
the increased incidence of dust mites in poorly ventilated homes affecting asthma and
eczema, paticulaly in children, and the effect on mentd and physcd hedth of the
presence of damp and mould growth in the home. The reationship between
inadequate indoor heating and excess winter deaths has been extensvely studied (for
example Eurowinter Group 1997).

According to Sandel et d. (1999), a deficit of adequate housing has resulted in 21,000
American children having dunted growth and more than 120,000 being anaemic.
They aso report that 77% of children in their udy with chronic conditions such as
aghma need improvements to their home as pat of ther treatment. Given the link
between poor housing conditions and the incidence of asthma, it is interesting to see
what some of the socid and economic consequences of this disease might be.
According to the Office of Hedth Economics (1999) asthma is reported to have
accounted for 328,000 hospital day beds in England in 1994-5 and to have cost the
NHS £730 million in 1995-6. Brandon (2002) cites a report that in the States 14
million days of school are missed each year due to asthma

Research has dso linked poverty and low socio-economic status with a greater risk of
low birth weght (low birth weight has traditionally been st & 25 kg or under,
dthough this is currently being re-examined). The New Policy Inditute indicators,
which are drawn from a variety of officid sources and are published annudly, show
that babies from parents with manuad backgrounds are more likely to have low hirth
weight than those from non-manual backgrounds, (8% compared to 6.5%). Low birth
weight can wedl have a number of negative implications. A Canadian Public Hedth
Association discusson paper (1997) cites research which asserts that poor children
are disadvantaged relative to their peers in numerous ways. In particular they are more
likely to be born prematurely and to have low birth weight.

A link between birth weight and 1Q has been suggested by sudies including a New
York study (Matte et a. 2001) which looked at 3,484 babies born of 1,683 mothers
between 1959 and 1966. The children were tested, using 3 performance tests and 4
verbd tedts at the age of 7. They found that in generd, higher birth weight meant
higher 1Q. The average difference between babies of less than 2.5kg and those of up
to 4kg was 10 1Q points. Similarly research from a cohort study by a team from
Univerdty College London (Richads e d. 2001) linked birth weght with
achievement at school and university, and found that big babies are more likely to do
well and tend to achieve higher scores in tests to measure powers of reasoning than
andl babies. This cohort study looked a 3,900 men and women and found this link
between cognitive development and birth weight at ages 8, 11, 15 and 26, athough
the link was less clear & 43. Low birth weight has dso been linked to higher than
average risk of heart disease and stroke in adult life (BBC News Online report, Small
babies more prone to heart disease, 17 July 1998).
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Research has dso been caried out on the socid implications of low birth weight
(Phillips et d. 2001). This sudy, caried out by the Medicd Research Council’s
environmental epidemiology unit a Southampton Universty found that men who had
a low birth weight were less likey to marry than other baby boys. Looking a a
sample of 5,000 men born between the two world wars, they found as many as one in
five low birth weight boys did not marry compared with fewer than one in ten of those
with a higher birth weight.

Another study found that children’'s socid backgrounds were even more important
than low birth weight in determining how well they do a school (Jefferis et d. 2002)
The team, from the Inditue of Child Hedth in London, sudied nearly 11,000
children born from March 3 to 9 1958 and measured their maths, reading and other
abilities a ages 7, 11 and 16, recording their highest educationd achievement at age
33. The team found that over time, e gap in educationd atanment between children
in different socid classes widened, being most pronounced by the age of 33. They
adso looked a birth weight and found that though maths scores increased for every
kilogram of birth weight, the differences based on hirth weight done were rdatively
small compared to those based on socid class background.

Amid the weter of purdy associative dudies there are welcome sSgns that more
atention is now being pad in officidly sponsored research to the anadyss of causd
linkages between poor conditions and poor hedth. The Acheson Report (1998) was
commissioned to review the evidence on inequdities in hedth and to update the
findings of the Black Report some eighteen years previoudy. Like Black, Acheson
sressed the need to address factors outside the NHS, and some of his
recommendations caled for measures to reduce poverty and improve educaion and
housng. He reported continued inequdities in morbidity citing, for example, tha in
1996 in the 45-64 age group, 17% of professond men and 25% of professond
women reported limiting long standing illness compared with 48% unskilled men and
45% unskilled women. (Office of National Statistics 1996).

4.3. Poverty and ‘exported costs

The wedth of dudies cited represents only a smdl sample of the tota reevant
literature. It would be unressonable to deny the existence of clear and systematic
correlaive, and sometimes causd, links between on the one hand poverty, low socio-
economic status and poor housing conditions and on the other a wide range of
negative hedth outcomes. The negative outcomes inevitably cost a lot of money to
dedl with. Although we ae & a very ealy sage in the process of maeking rdiable
esimates of the order of public costs generated by poor conditions, and of identifying
the budgets on which these cogs fall, some evidence is beginning to be built up.

In previous work (Ambrose 2001 and 2002) some of the ‘exported costs specifically
related to poor housing and living conditions have been tentatively identified and to a
limited extent measured (Barrow and Bachan 1997). For example it was found that
the costs generated per household and faling on the budgets of the providers of
primary hedthcare and policing services were only one fifth to one seventh as heavy
in an area of good housing compared to an area of bad. In the course of an evauation
of the ‘hedlth gain’ coinciding with the Central Stepney Single Regeneration Budget
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regeneration over the period 1995 to 2002 it was aso found that once the area of bad
housng had been improved the rate of sdf-reported illness days among the returning
population fell from 37 per 100 person/days to 5 per 100 person/days (Ambrose
2000) with a consequent sharp fal in the use of NHS resources.

Smilaly in an assessment of the benefits deriving from the Hackney Centrd EStates
Initiative regeneration of the Holly Street area various ‘before and ‘after’ surveys
were conducted both with residents and key service providers (Ambrose and Randles
1999). From these it was evident that the ‘exported costs associated with poor
housng conditions might wdl be impinging on a wide range of both housng and
non-housing budgets. Findly the comments gathered in the survey reported in section
3.2 above identifies a number of ways in which poverty trandatesinto costs.

The possble cogt effects identified in these gtudies, and in the rounds of interviews
with key service providers underteken in Hackney and Stepney, are st out in the
Table 15 below. They are categorized in four different ways.

1. Capital Costsversus Revenue Costs

This diginction is more or less sdf-explanatory. Capital costs are normaly covered
by borrowing and revenue cogts covered from current flows of tax and other revenues.

2. Private Costsversus Public Costs

Private codts are fdt on the persond finances of individuds or are in some other way
absorbed by them (for example by putting up with indoor cold or untrested illness or
worries about safety). Public costs are those collectivised and felt by service providers
of one kind or another (athough some of the latter no doubt work through to service
usersin theform of higher taxes and service charges).

3. Systemic Costs versus Formalised Costs

Sysemic costs impact regulaly and sometimes imperceptibly as life is lived.
Formaised Costs are expressed in more visble and forma ways as in the annua bid
for funds by a sarvice whose funding formula recognises the high cost of sarvice
ddivery in run-down areas or in the form of gpecid response programmes in ‘run
down’ aress (such as New Ded for Communities or an Education Action Zone). The
heavie formaised cods of dl ae the st of means-tested credits and benefits
designed to relieve poverty (see section 4.6 for nationd data and section 3.6 for some
idea of the per household costs of benefits and tax credits in Brighton and Hove).

4. Degree of Measurability

Codts can be tentatively ordered in terms of how accurately they can be measured
(which may of course change in the future). The categories adopted here are:

H Hard - codts that can be quantified given access to existing databases

M Medium - costs that could be quantified given better cost datasets

NQ Non-quantifiable - coststhat clearly exist but are currently non
quantifiable
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Table 15. Costs whose levels can reasonably be related to poverty, poor living
conditions and living in poor areas

Systemic - Capital

Systemic - Revenue

Formalised - Capital

Formalised - Revenue

PRIVATE COSTS

high annual 1oss of asset value
of owner-occupied property (H)

poor physical health (H to M)

poor mental health (M to NQ)

more days off with illness (H)

reduced recreational activities
(NQ)

reduced rolein informal support
networks (NQ)

social isolation (NQ)

high home fuel bills (H)

high insurance premiums (H)

uninsured contents losses (H)

spending on security devices (H)

living with repairs needed (NQ)

PUBLIC COSTS

high annual 1oss of asset value

for landlords of rented property (H)

higher NHS costs (H to NQ)

ditto
disruption coststo employers (H)
higher NHS costs (H to NQ)

higher cost on statutory services (M)
higher care services costs (M)

high building heating costs (H)

high insurance payments (H)

spending on building security (H)
high housing maintenance costs (H)

poor study conditions at home (M) extra costs on school budgets (H)

loss of future earnings (M)
insecurity/fear of crime (NQ)
more accidents (M)
poor ‘hygienic’ conditions (NQ)
costs of frequent moves (H)
adopting self-harming habits (M)
more domestic/neighbour
tensions (NQ)

homework classes at school (H)
loss of talentsto society (NQ)

high policing costs (H to M)

high emergency services costs (H)
high Environmental Health costs (H)
disruption to service providers (M)
special health-care responses (H)
special responses (H)

Government and EU programmes, SRB,
New Dedl, etc. (H)

In-work credits and means-tested
benefits (H)

Local authority * Statements of need’ (H)

Education, Police and NHS funding
formulae (H)

Fire and Ambulance services funding
formulae (H)

Housing Investment Programmes (H)

A sysemdisation of this nature not only illustrates the possible range of ‘exported
costs but dso prompts numerous questions for further examination, for example:

- how much of the cost of poverty isborne privately or ‘interndised’ by
resdents and how much impinges on service providing agencies?
- of those fdt by the latter, which agencies bear most costs?
- which agencies might therefore save most as aresult of areduction
in poverty?
- which costs are currently poorly recorded or measured?
- how do revenue costs and capita costs comparein terms of

‘weight’?
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- what forms of increased investment in reducing the incidence of
poverty would be most cost- effective?

By identifying a range of more measurable costs (H), Table 15 dso gives some
guidance concerning the mogt promisng ways to continue the task of evduating
‘exported costs .

4.4. ‘Exported costs research elsewhere

Work on the task of measuring ‘exported costs has been developing both in the UK
and in a number of other countries. Many of the sudies liged relate to some of the

cos headings identified in Table 15, paticulaly those in the Sysemic Revenue
category, and many of them indicate the order of cogts involved.

Lawson (1997), who has many years experience as a GP, argues that the NHS spends
about one fifth of its dinicd budget on trying to cure illness which is actudly caused
by unemployment, povety, bad housng and environmentd pollution. More
gpoecificdly the cost to the NHS of treating ill-hedth resulting from sub-standard
housng has been edimated a £2.4 hillion per year (Naiond Housing Federaion
1997).

A research team from Kentish Town Hedth Centre and the Depatment of Socid
Medicine a Brigtol Univergty conducted a study which amed to put a cost on the
relationship between socio—economic status and GP/practice nurse consultations, and
new and repeat prescriptions (Worrdl et a. 1997). They aso wanted to see how
adequate ‘deprivation payments made to GP's were in reation to these costs. They
found thet the difference in codts for patients in Classes IV and V together, compared
with those in Classes | and |l together, was gpproximately £150 per person year a risk
and that the deprivation payments met only about 50% of the extra workload codts.
The cods of primary hedth care, per person year at risk, rose from £107 in Classes |
and Il to£256in1V and V.

An aticle in the Centre for Building Science Newdetter (Fisk and Rosenfdd 1997)
argues that recent research literature provides strong evidence that the characteristics
of buildings and ther indoor environments influence the prevdence of adverse hedth
conditions such as asthma, dlergies and respiratory disease and that improvements to
these environments could reduce the costs of hedth care and sck leave, and increase
worker performance. This would result in an estimated productivity gain, in the US
of $30-150 hillion annualy. The authors argues that if a research investment of $10
million per year were made for five years the totd cost of this would be only 0.2% of
the estimated potentid productivity gains resulting from better environments.

A pilot study has been caried out by the Low Energy Architecture Research Unit, at
the Universty of North London (Rudge 2001) which ams to develop a methodology
for evduating some of the benefits, in paticular with regard to improvements in
hedth, which would result from invesment in domegtic affordable warmth. The study
sought to correlate data on low income, building characteristics and admissions to
hospitd. The overdl objective is the development of a monitoring tool for locd and
hedlth authoritiesto use.
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A BBC online aticle, entitted ‘Task force tackles fud poverty’, assarts that fud

poverty is linked to premature death, asthma and other respiratory and coronary
diseases and that

It is estimated that the problem costs the NHS £1 billion annudly.
(http://news.bbc.co.uk/1/hi/scotland/1803550.stm)

Poverty and poor and overcrowded conditions a home may well be arisk factor in the
incidence of domestic violence. A current study (Walby 2003) is seeking to assess the
economic cogs of domegtic violence and has rdeased its interim findings, which are
concerned with femde domestic homicidee Wadby's research is based on
methodology used by the Home Office for costing crime (see Brand and Price, 2000)
which it is argued is the best and most established way to trandate the impact of
domedtic violence into a monetary cost. A key interim finding of the report is that two
women are killed by a partner or ex-partner each week totaling over 100 a year. The
cost of domestic homicide of adult women is estimated to be £112 million a year. In
cosing a domestic homicide, three types of costs are taken into account; lost
economic output (£370,000); the use of public services including hedth, crimind
judtice and victim services, (£27,330); and the human and emotiond impact, costed a
£700,000.

There is thought to be a link, as yet not fully explored, between poverty and the risk
of child abuse, something which generates heavy lifetime costs. The Nationd Society
for the Prevention of Crudty to Children included the following in a letter written in
1999 (referred to by the Bishop of Hereford in a debate on an amendment to the
Wedfare Reform and Pensions Bill moved by Lord Morris of Manchester cdling for
minimum income standards, Hansard, 11 October 1999, Column 162):

The pressures involved in coping with inadequate income cause dress,
which exacerbates the hedth problems experienced because of poor dit,
inadequate heeting and poor housng and increeses the likdihood of
family tenson and breskdown... Child abuse occurs across dl classes and
the actual causes are complex. Neverthdess, most children on child
protection regigers are from low income families and the most commonly
identified dtress factors in al regisered cases of child abuse ae
unemployment and dekt.

The issue of the cost of poor housing conditions has been taken up in Audrdia as
policy-makers seek to identify the most cost-effective use of scarce public investment
resources. In a background paper entitled ‘Affordable Housng' (Berry 2002) Berry
cites his own previous work on the cost effects of homeessness (Berry et d. 2002).
He argues that a mgor cost to the community, resulting from inadequate housing and
‘broader exclusonary forces, is the risng fiscd cogt to government in deding with
the resultant socid problems. He comments

This cogt will often be difficult to esimate because the effects are usudly
complex and indirect. Neverthdess, aufficient evidence exists to suggest
that by swioudy dtacking the issue of insufficent affordeble
housing...government can materidly dleviage a range of economic and
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socid problems, while reducing the cogt to tax payers, in the longer term.
(Berry 2002, p.6)

In view of the weight of evidence building up about the ways in which poverty and
poor living conditions contribute to the demand for, and therefore the cost of, hedth
sarvices it is perhaps surprisng that a recent report on the long term funding needs of
the NHS (Wanless 2002) spends comparatively little time conddering the ways in
which policy interventions to reduce inequdities and provide better housng might
work to moderate the growth in demand for hedlthcare provision.

4.5. Poverty and the Public Service Agreements

As part of the Treasury’s 2002 Spending Review a number of targets, covering a broad
st of policy areas, were st out in a series of Public Service Agreements (PSAS). The
Locd Government PSA draws together targets from various departments ‘...where
councils and their partners have a contribution to make in ddivering the outcomes
(Chapter 24 of the Soending Review). This PSA is rather more focused and has fewer
targets than most PSAs and reflects ‘...a shared understanding of the things that
matter most to local communities developed jointly by the Government and the Loca
Government Associgtion.

Among the targets are the following:

by 2004 85% of 11 year olds to achieve leve 4 or above and 35% achieve level 5
or above

by 2004 75% of 14 year olds to achieve level 5 or above in English, maths and
ICT

by 2004 reduce school truancies by 10% compared to 2002

between 2002 and 2006 raise the proportion of 16 year olds getting Grades A to C
by 2% per year

improve the quaity of life and independence of older people by raisng the
proportion of those being supported intensvely a home compared to in resdentia
care

by 2010 reduce inequdities in hedth outcomes by 10% as measured by infant
mortaity and life expectancy at birth

reduce crime and the fear of crime, reduce vehicle crime by 30% by 2004 and
domestic burglary by 255 by 2005

The generd intention is to improve the ddivery and vadue for money of locd services
by ‘...introducing comprehensve peformance assessments and action plans and
Securing a progressive improvement in authorities scores'.

In addition Brighton and Hove Council dgned a locd PSA agreement with the
Government in December 2002 covering the period up to 2005. If ‘enhanced targets
over and above the nationd targets are reached a ‘pump-priming’ grant of over £1
million will be payable to the authority. As an example the ‘enhanced’ locd target is
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for an additiond 1% of 14 year olds to achieve levd 5 & Key Stage 3 in English,
Maths, Science and ICT. Other enhanced targets relate to better care of the elderly and
the reduction of the number of violent crimesin public places.

All the survey findings st out in section 3 provide compeling evidence that the
achievement of virtudly al these targets both nationd and locd is likdy to be
powerfully impeded by the incidence of low pay. Smilaly the inadequecy of
unemployment benefits and pendons will play ther pat in undemining the
achievement of these PSA targets.

Hedth outcomes are affected by hours worked, stress at work, diet, relaxation time
and holidays, the qudity of family life, locd community connectedness and a range of
other factors. The survey clearly shows that low pay has a negative effect on most of
these. The nationd data show that infant mortaity among Unskilled Manud groups is
roughly twice that of Professond groups and thet life expectancy a birth is currently
785 years for Professonad maes and 71.1 for Unskilled Manua maes (Social Trends
2003, Tables 7.3. and 7.2). It is reasonable to believe that a lessening of the
differentids between rich and poor would remove some of the differentids in key
indicators of hedth with consequent cost savings.

In relation to dress the number of prescriptions for anti-depressants nationdly has
grown from 9 million in 1991 to 24.3 million in 2001 — an astonishing rise over a ten
year period Social Trends 2003, Table 7.9). The survey findings indicate that stress at
work could wel be a big factor in this rise. Locd authorities, housing associations and
private landlords multiply the stress by threats of eviction when enforcing payment of
rent arrears that have arisen due to the dow processing of clams for Housing Benfit
and Council Tax Benefit, both in house and by their outsourced agents. For council
tax arears loca authorities threatenprison, the balliffs and bankruptcy. These deays,
and applying for tax credits and unemployment benefits, make moving in and out of
work a hazardous and dressful time. Debts may be incurred to licensed and
unlicensed credit brokers and the socid fund to stave off the landlord and the loca
authorities and buy necessities.

Safety outcomes, and fedings of safety, benefit from the avoidance of risk both to
person and property. But steps to achieve this avoidance, and lessen the risk of
violence in public places, cos money. This may teke the form of late night taxis home
from work or home security devices to lessen bregk-ins. The survey showed that
money for these purposes is frequently not avalable on the income levels found.
Nationdly lower income households suffer from more crime and they worry much
more about crime than rich households (Social Trends 2003, Table 9.10).

Education outcomes depend to a degree on the qudity of recregtion avalable to
children, close parentd supervison, freedom from tensons a home and a supportive
range of ads to learning available a home. The survey showed that long hours and
low pay are often detrimentd to the achievement of these hdpful conditions. Agan
the picture is cler a nationd levd. Whereas 74% of the children from Higher
Professond households achieve 5+ GCSE A-C grade passes the proportion from
Routine households is 29%.

Findly when conddering the Locd Government PSAs one might wonder a the effect
that the introduction of yet more meaningless ‘comprehensve performance
asessments, ‘best vaue targets, ‘task management’ and ‘action plans will have on
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dress levels among locd government staff and their capability and motivation to do a
good job. But that matter is outside the scope of this report.

4.6. The costsof poverty — serious money

Bary (2002) has rightly drawn atention to the immense difficulties of ariving at
some estimate of the cost of poverty and bad housing conditions. Yet the matter far
transcends academic interest. Unless policy-mekers have a firmer gragp of the
petterns of costs generated by low pay and poor living conditions, and how they are
‘exported’” from one sector to another, they have no adequate framework by which to
judge the cost-effectiveness of particular budget alocations and interventions.

Yet the achievement of spending codt-effectiveness in thee fidds is of more than
margind concern. The problems they ded with lie a the heat of government

spending patterns.

Table 16. Public spending on Social Protection, Health and Education

Government % of total % of total % growth
spend spend spend since
2001 (£bn) 2001 1987 1987
Social Protection 159 40.0% 35.1% +47.2%
Health 61 15.3% 11.7% +69.4%
Education 47 11.8% 11.0% +38.2%
All other spending 131 32.9% 42.2% +0.8%
Total £398 100.0% 100.0% +29.2%

(Social Trends 2003, Table 5.31, % changes are in real terms)

The Socid Protection, Hedth and Education spending headings, precisdy those
where it is clear that low pay is generating ‘exported costs, now amount in aggregeate
to 67.1% of totd Government spending and they have been growing fadter than dl
other spending categories over the past fifteen years. There is a wide range of reasons
for this including demographic change and rising expectations.

In the locd context Housng Benefit and Council Tax Benefit payments to households
in Brighton and Hove now amount to £92million a year (Brighton and Hove
UNISON 2002). In addition, given the order of credits payable to workers at the pay
levels found in the survey (see section 3.1.3), there is a massve growth in the locd
cost of tax credits. Clearly low pay is among the wide range of reasons for the
dramatic growth of spending under these headings.
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4.7. Thekind of research required

In a recent paper on poverty and deprivation in the European Union (Whean, Layte
and Maitre 2003) the authors point out that the limitations of comparative poverty
andyssusng cross-sectiona data are becoming more obvious and that:

.there is clealy a great ded rdating to the process of
accumulation and of erosdon of resources which is not fully
captured in the persstent poverty measure..increasng atention
has been focused on the comparative analyss of poverty dynamics
employing longitudind micro data.

They refer to work by Duncan et a. (1993) and Oxley et d. (1997) which focuses on
amore dynamic approach to comparative sudies of poverty.

It seems reasonable to argue that the route from the datic cross-sectiond, the
epidemiologicd and the corrdative to a more secure grasp of causative process lies
via labour intensve research conducted a the individua or household leve (as in the
survey reported in sections 3.2 to 3.6 above). There is no subgtitute for hearing
directly from the people who ae experiencing low incomes, poverty and poor
housng conditions just how these adverse conditions are affecting ther lives, how
they limit choices, how they impact on hedth and wdl-being and, crucidly from a
policy point of view, what additiond cals need to be made on public services to try
to deal with the problems.

In addition to al these cods arisng a the micro-level one needs to add in the ever-
increasing public cogts of al the benefit and tax credit programmes set up to relieve
poverty and dl the specid area programmes (such as Education Action Zones, New
Ded for Communities, etc.) which have been put in place precisdy, or in many cases
not very precisdy, because a large proportion of people living in sdected smdl areas
suffer from low incomes and the adverse consequences that go withit.

In this study the gathering of evidence about 'exported costs has been but one aspect
of a smdl scde project. The literature review shows that in different parts of the
world research groups have grasped the dgnificance of the line of enquiry and are
exploring it in different ways but dmost dways usng a retrospective methodology.
There is a clear need to st up a much larger scade and consigtently applied research
drive which operates in ‘red time by following various cohorts from different points
on the socio-economic scale, notes the extent of their cals on hedth and other public
services and keeps account of the costs generated.
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CONCLUSIONS AND NEXT STEPS

5.1.

10.

Conclusions

A key Government drategy to reduce ‘socia excluson’ is to extend and
increese the system of inwork tax credits These ae in effect massve
subsdies from general taxation to the corporate sector and to large public
sector employers and they have a spread of postive and negative effects
(sections 1.3 and 1.4).

Partly as a result of these measures poverty is decreasing dowly a the nationd
leve in line with Government intentions. But the adequacy of income levels is
locdlity-specific and can be assessed only by some accepted and standardised
procedure that takes account of variationsin locd living costs (section 2).

In the Brighton and Hove area housing cods are a mgor factor in household
finances. They have risen much fadter than incomes over recent years while
the sock of low rent housng has fdlen sharply. These trends reflect deep
flaws in British housing policy formation and implementation (section 2.3).

Officd daidics show that Brighton and Hove suffers from a low pay
problem that is among the worst in the South East Region (section 2.3).

The net income required to live a a Low Cost but Acceptable (LCA) levd in
Brighton and Hove is dmogt exactly the same as that found in previous studies
in east London and higher than that found in Swansea (section 3.1.2).

If al eigible means tested credits and benefits are clamed the incomes of
those interviewed in a survey of low paid workers rise above LCA leves but
the cost in benefits and credits to the nationd exchequer, given the other
characterigtics of the local economy, appears very heavy (section 3.1.3).

The margind tax reates identified in various of the household and work patterns
a incomes below the poverty trap escape point range from 65% to 97%
(section 3.1.3).

The sample of low pad workers interviewed, dthough doing work essentid to
the locd economy and wefare, have average earnings that are well short of
the LCA leve without the addition of means-tested benefits (section 3.2.3).

Low leves of pay, irregular hours, poor working conditions and lack of
traning are working to demoraise many workers, induce work-related stress
and undermine both capacity and motivation (section 3.2.5).

In addition it seems clear that a st of management practices designed to
increase the cost-effectiveness of sarvices ae in fact undermining job
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satidaction, disncentiviang workers, having the reverse effect to that
intended and can therefore be seen only as bad management (section 3.2.6).

11. Low pay and poor working conditions have pervasive impacts on other aspects
of life and generate consderable, but so far unmeasured, ‘exported costs on
other services whose share of totd Government spending is risng far faster
than dl other categories of spending (sections 3.3 and 4.6).

12. The LCA gandard as currently calculated does not adequately represent the
net income required to live in Brighton and Hove case snce vaious
assumptions made about cods, especidly housng costs, do not fit the loca
redity (section 3.6 and Appendix 1).

13. The combination of the very high rates of margind taxation identified and the
widespread fdling motivation evident from the survey may leed many to
question whether it is worthwhile to be in work (section 3.6).

14. Although the 'exported costs of poverty have not yet been systemdicdly
assessad in the UK, the growing number of studies that are being carried out
aound the world indicate that their Sgnificance is now widey recognised
(section 4.4).

15. In terms of Government spending patterns the three forms of expenditure most
closdy related to the costs generated by poverty, Socid Protection, Hedlth and
Education, have grown faster than dl others over the past fifteen years and
now account for over two thirds of al public spending (section 4.6).

5.2. Argumentsfor higher pay

The findings of the study jugtify four arguments for higher incomes based on higher
rates of pay rather than increasesin the leved of credits and benefits.

1. TheNatural Justice Argument

The Government has frequently used rhetoric about building ‘a farer society’ <o it
seems reasonable to test the drength of this by advancing an argument based on
mordity and naurd judice. Those interviewed in this sudy ae doing work of
undeniable importance. Their contribution in care homes, schools, family centres and
the areas tourist industry are vitd to loca standards of care and education and to the
local economy. But they are mostly classed as 'ancillary’ jobs. As Toynbee (2003) has
pointed out, this word derives from the Latin ‘andilld - a handmad doing menid work
- and the jobs are traditiondly poorly paid. There is an argument based on naturd
justice, mordity and the dignity of labour that they should be pad a a levd more
appropriate to the socid and economic significance of the work.

In addition naturd judice is coupled with politicd good sense. The growing
inequdity fueled by high rates of increase in top sdaries and low incresses a lower
levels, and the regressve pattern of indirect taxation, leaves the poor with a strong
sense of grievance. If not addressed this leads to further demotivation and even
expendve socid unrest.
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2. The Demotivational and Work Efficiency Argument

The survey showed very clearly that many people doing these jobs are losng or tave
logt the persond incentive to work to their full cgpacity. Many others have high levels
of dress which the survey shows reae to low pay, low deffing levels and ‘target-
driven’ management atitudes. Yet motivation and a sense of well-being a work are
cucid dements in the cod-effectiveness of service ddivery and vitd to the
achievement of the Government's own policy targets such as the PSA dandards
nationdly and localy.

3. The‘Exported Costs Argument

The study has shown that low pay and poverty have serious impacts on other aspects
of life. There is evidence from the survey to show tha many of these impacts, such as
economisng on food, cutting down on socidisng and recregtiond activities and
missng out on holidays, may wel have effects that generate additiond costs for other
budgets, most notably hedth budgets. Low pay and poverty, and high housng costs,
are being subsidised by a system of credits and benefits that are consuming large and
growing proportions of the naionad budget. In addition there is condderable public
expenditure on a range of ‘specid programmes, mostly area-based, that are geared to
the reduction of poverty and ‘socia excluson’. The total cost of poverty is not known
but is likey to be condderable. The further reduction of poverty is therefore as much
an economic asasocid issue.

4. The'Pay isBetter than Benefits argument

The heavy and incressng rdliance on credits and benefits to bring households to
decent living dandards, while welcome in some ways, has a number of inherent
disadvantages.

universal  benefits are wasteful of public resources since much support
reaches those who do not need it (for example the winter fue payment
made to al those over retirement age regardless of means)

means-tested benefits require immense adminidrative cods, have partia
take-up rates and fail to reach those least capable of claiming effectively

the system is so complex that there is wide scope for errors by loca
authorities, the Inland Revenue and the Department for Work and
Pensons. The Auditor Generd has repeatedly qudified the accounts of
the DWP because of these errors and the Audit Commission has written
critical reports about local authorities.

higher pay conveys sdf-worth while having to cdam benefits conveys
the reverse and the process often induces considerable stress

means tested benefits inevitably imply a ‘poverty trap’ which can act as
adisncentive to work and often impedes the trangition into work
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the purchasng of future pengon protection is atached to pay rather than
benefits and many people on low incomes are not providing sufficiently
for their future in this respect

5.3. Next steps

The transfer payments in the shape of benefits and tax credits are a subgtitute for
adequate pay in the face of rigng living costs — notably housing costs — which vary
sharply from locdity to locdity. In a market-led labour system corporate employers
will naturaly pay only what they conceive the labour to be worth and what, in the
end, is conggent with the interests of their shareholders. They will have little concern
for the locad magnitude of the ‘exported costs inherent in the evidence st out in
section 3.3 and systematised in section 4.3 snce they do not fdl on their satements
of profit and loss. Nor, to follow the logic of the market, is it reasonable to expect that
profit-seeking employers should have concern for these codts.

Public sector employers such as locd authorities might be expected to take more
account of these locdly varying ‘exported costs because when poverty-related
problems arise in an authority it is very often another depatment of the same
authority that is respongble for teking action, often in the form of some cosly
emergency programme. But such has been the invason of private sector cost-driven
philosophies into the world of both centrd and loca government that the short-termist
imperative of living within this year's budget usudly outweighs the notion of
preventative expenditure for some longer term public benefit.

To address these issues a fourfold srategy is required by Government and trade
unions:

1. Set up mechanisms for calibrating the minimum living costs required
in a range of differing localities usng some updated version of the
Low Cost but Acceptable methodology.

2. Use these findings to inform negotiations with employers and
employers organisations about pay levels and working conditions in
different areas.

3. Initiate and finance more research to evaluate the exported costs of
poverty and to identify more closely the budgets on which these costs
fall.

4. Use these findings to work towards public spending patterns that
prioritise more cost-effective, ‘joined up' and preventative forms of
intervention including higher investment in the provision of low cost
housing.

These geps would in the medium or long term produce immense benefits for
millions of workers and for the cod-effectiveness of those public spending
programmes struggling to cope with the current incidence of poverty and the
kinds of consegquences identified in this report.
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APPENDIX 1 - Assumptionsbuilt into the LCA Standard

The methodology by which al the LCA Standard Costs and Variable Costs were first
determined is set out in Parker et d. (1998). This method has been followed in the
present study but in some respects there are doubts about its genera gpplicability to
al locd aress, asthe origind study made clear. In particular:

1. The housng costs built into the LCA budget assume access to a loca authority
property. In the Brighton and Hove area, in common with many other aress,
much council housing has been sold off and many of the tenancies becoming
avalable are dlocated to households currently in emergency accommodation.
Only gx of those interviewed in the survey for this project were in coundil
housng. Nine of the rest were in owner-occupancy, two were in housng
asociation lettings and seven were in the private rented sector (where
Housng Bendfit is unlikey to be assessed to cover the full rent paid). The
LCA houdng costs dement is in urgent need of adjusment to reflect the
spread of housing opportunities and costs gpplying in particular locd aress.

2. It is assumed that gas and dectricity charges will be pad by direct debit.
Many lower income households may not have access to this mode of payment
and may be paying for the energy used by more expensive methods.

3. The trangport costs were worked out in the context of a relatively smal city
(York). The alowance for movements by public transport seems inadequate to
modern needs and it is assumed that no car will be owned. Yet for many
households, even on very low incomes, a car is a virtua necessty — especidly
if there are children. There is a strong case for re-caculating the LCA budget
to incdlude running asmdl car.

4. No dlowance is made for debt interest or repayment charges wheress it is
likdy that many lower income households will be burdened with debt
reflecting previous years of poverty. Some of this debt may be carrying
interest rates thet reflect the operation of ‘loan sharks .

5. A CD player was excluded from the origind LCA budget on the grounds that
only home equipment that was to be found in 80% of homes was included. CD
players now meet this criterion. The assumed lifetime of 12 years for both TV
and video recorder may occasion some surprise.

6. The NHS charges in the ‘variable costs assume access to a National Hedth
Service dentist. NHS denta services are not available or are difficult to reach
in many areas and private care is much more expensive.

7. The LCA budgets make no dlowance for any private or persond pension
provison. Yet such forms of provison are becoming increasingly necessary.

8. It is senghble to dlow for a household pet but the codts for a cat seem to be

serioudy under-estimated if proper alowance is to be made for al necessary
insurance and routine hedthcare.
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Although these and other issues point to the need for a regppraisal and recalibration of
the LCA dandard it is nevertheess vitd to have in place a rdiable and replicable

method to gauge the adequacy of given income levels in relation to loca cods. The
argument isfor reform of the LCA standard not for its abandonment.
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APPENDIX 2 - Calculating thelocal LCA Living Costs
The local Low Cost but Acceptable living costs are caculated in four stages:
Stage 1 — Standard Costs

The Standard Codts used in previous sudies are updated for inflation usng the Retall
Price Index for the gppropriate elapsed period since the previous costing point.

Stage 2 — Variable Costs
Variable Cogts are found as follows:

Housng — The gandard assumed for both household types is a three-bedroom
terraced local authority house. The current average rent leved for a property of this
kind is avalable from the locd housing services department (but see Appendix 1 —the
locd authority may no longer own a stock of housing)

Water and Sewage Services — The tariff charges for these services are available from
the locad water services supplier. These are often made up of a sanding charge and an
element related to the rateable vaue of the property. Thisisassumed to be £115.

Contents Insurance — Premiums for contents insurance from private sector insurers
are highly sendtive to the postcode of the property. But if a loca authority scheme is
avalable this premium cogt should be used. The assumption built into the LCA
budget is that the contents will be insured for £20,000.

Council Tax — It is assumed that the property occupied is in Band B. The weekly
Council Tax charge for the current year is avalable from the locd authority. There
will be a 25% discount on the charge for the one adult household.

Fuel Charges — These were origindly worked out to provide a hedthprotecting
range of indoor temperatures and to make alowance for climatic variation around the
country. The assumed consumption levels are:

Two adult household One adult household
Gas 21,693 units 21,638 units
Electricity 2,574 units 2,048 units

The anud fud codts if paid by direct debit (but see Appendix 1) can be obtained
from the local fud supplier and then divided by 52 for aweekly codt.

Transport — The LCA budget assumes five return journeys to work per working adult
per week and two additiond leisure journeys for the adult(s) plus children. The cost of
this journey pattern can be found from the loca public transport service provider. It
may well be that aweekly passis the chegpest way to cover the journey cods.
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Childcare Costs — The LCA budget includes the childcare cost by registered
childminder for the full-time (38.5 hours per week) and part-time (17 hours per week)
casss in both household types. To dlow for some childminding costs after school and
in the school holidays the assumption is for 40 hours per week throughout the year for
parents working full-time and 19 hours per week for parents working part-time. The
local Childcare Information Service can provide the median cost per hour for these
sarvices (£3.00 per hour in the Brighton and Hove case) and the annua costs can then
be calculated and divided by 52 to give aweekly cogt.

NHS Charges, Insurance/Pension Contributions, Pets costs, Alcohol costs and
Charitable Donations — These are lised as Variable Codts in the LCA budget but
were treated as Standard Costs since the ways in which they might vary locdly
seemed unclear.

Stage 3 — Totalling the L CA living costs

The Standard Costs and the Variable Costs are then added together to give a tota
weekly LCA living cog.

Stage 4 — Comparing L CA living costs with incomes

The LCA codts for the area can then be compared with incomes on a number of
different bases (see section 3.1.3). The comparison can be made with and without the
induson of means-tested benefits (given UNISON’s postion that a living wage
should be achievable without recourse to such benefits). Comparisons can aso be
made with incomes a typicd loca hourly rates of pay found by survey or other loca
sources of information or at the Nationa Minimum Wage level and so on.

The analysis can be used to show ether what hourly rate of pay is required to meset
the LCA dandard locdly (with or without overtime and MT benefits) or what the
locd cogt in benefits and tax credits is per household to bring prevailing rates of pay
up to the LCA leve incomes. Findly the loca profile of incomes in the area can be
compared to the Poverty Trap escape point for the two household types specified in
the LCA budget.
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APPENDIX 3- The Survey Interview Schedule

UNISON Brighton and Hove area study - February 2003
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Ethnicorigin (circle)  White Mixed Asan Black Other
Are you contracted out Yes No

If Yes, under TUPE Yes No

Working hour s and pay - if respondent isa ‘ contracted out’ worker please
complete columnson theright.

PLEASE OBTAIN DETAILSFROM PAYSLIP IF POSSIBLE

Current Better Worse
(figureor thanLG | thanLG
Yes/No as (tick) (tick)
appropriate)
Hours contracted per week
Hourly rate of pay

Overtime hours (average recently)

Overtime rate of pay

Includes irregular/anti-socia hours

Shift premiumg/call out payments for these

Average total hoursworked per week

Typica gross weekly income recently

(0000 01111 15T
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Time off entitlements

Current Better Worse
(figureor thanLG | thanLG
Yes/No as (tick) (tick)
appropriate)
Annud holiday (exclude bank holidays)
Sck pay/time off entitlement
Time off for dependants

Compass onate/emergency leave

Maternity/paternity leave

(O00]111111= 15T

Training, re-training and personal development opportunities (this
job)

(for contracted out workersonly)

How do training and career opportunities comparewith LG? Better Worse

Pension arrangements

Which of the following apply:

In LG scheme Yes No

Other find sdary scheme Yes No % contrib. by employer...
Money purchase (defined contributions) Yes No % contrib. by employer...
Stakeholder Yes No % contrib. by employer...
Personal Yes No % contrib. by employer...
Is there adeath in service benefit? Yes No

Do the pension arrangements include spouses penson? Yes No N/A
Arethe pendgon arrangements index linked? Yes No

How do pension arrangements compare with LG? Better Worse

Do you have another Job OF JODS .......ovine i e e,
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How do you get to work walk/cycle publictrans.  own trans. other
How long does it usually take each day (total of both Ways).........ccevereverererererireririene
HOW mUCh dOES it COSt PEI WEEK.......ccueeeeeieeceeeeeees et

Could you give us brief details of the other members of your
household

(completein descending age order — enter respondent’sinfoin age order)

NB. ‘Member of the household” means someone sharing meals and/or chores
and /or costs. It doesn’t haveto be based on blood ties or legal relationships

Age M/F Working Self- Birth
FT/PT/not working/FT Ed defined | Weight
(if working note job) Disab- of
ility under
YN 16s

OIN|O|OIA|WIN| -

And some other information about the household

Tenure of the home (enter LA, HA, PROIr OO0).......cc.ovviiiiiiiii e e,
Number of rooms (don’t count kitchen or bathroom)................coooviiiiinn,
How long (years) in this accommodation asahousehold unit...............c.oooeieenne.
How long (years) in Brighton and Hove (respondent)...........o.vvveiieviiiiiiiiieenn,
Any vehicles (circle) car  motor bike other none
Time distance to nearest shop sdling full range of food. ...,
Time distance to nearest dispenSiNg ChEMISE. .....ovevi i e
Timedistance to nearest POSt OffiCe. ......v v,
TIMediFaNCEIO YOUr GP.... .. e e e
Time distance to the school(s) attended or NA ...
Home post code (full).....cceevveeeveceneieninnene

Contents insurance Yes No

Approximate total household gross annual income from all sources

(NB. Not to include anything a bit ‘grey’)
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Respondent’ s opinions about her/hiswork situation

Attitudes of management towardsthe staff —i.e. how reasonably treated
(note as much as possible)

(for contracted-out respondents)  Management attitudes have got better
much the same

have got worse

wor king conditions —i.e. hours, shifts, travel, any unreasonable
responsibilities given the payment, etc

(for contracted-out respondents)  Working conditions have got better
much the same
have got worse

Any changesin respondent’sown attitude to wor k/motivation, etc.

(for contracted-out respondents)  Respondent’smotivation has got better
much the same
has got worse
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Quality of the servicethat isbeing provided + respondent’sideasto improve
service quality (i.e. moretime with clients? Moretimeto think about it? Etc.)

(for contracted-out respondents)  Quality of serviceprovided  has got better

much the same

has got worse
Do you consider that thejob you do isadequately staffed Yes No
Would you recommend your job to someone else Yes No
Are you actively looking for another job Yes No

Any other commentson any of this
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Weareinterested to know how tryingto live on alow
Incomes may affect other aspects of life

Noteto I nterviewer Team

Please note as much as possible of what is said. It is specifically the effects of
living on alow income we want to get at, not effects clearly ssemming from other
causes.

NB. It isimportant to avoid ‘leading’ the responsesin any way, even
non-ver bally (as discussed in the training meetings).

We do want to get opinions on as many as possible of the following but if the
respondent clearly has no feging on the matter, or it isclearly not applicable,
move on to the next aspect. Just make sure all the areas have been at least
mentioned.

Are there effects of low incomes on the health of household members

estimate of days off in the past year for sickness (respondent).............c.oeevvnvnene.
estimate of days off in the past year as aresult of accidents (respondent)...............
to what extent illnesshas been * stress-related’ (respondent) very
to adegree
not redly

if sressand worry isobvioudy a big issue please note any comments, etc
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Arethere effects of lowincomeson food bought and the diet of the household

Are there effects of any overtime working and/or arti-socia hourson family life
(wor king weekends, nights? Etc)

Arethereeffectson children’s progress at school (lack of space/peace and
quiet for children at home? Etc.)

Are there effects on what holidays/school trips can betaken (limiting horizons?
comparisonswith class-mates experiences? Etc)
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Are there effects on the amount of r ecr eational, sporting and leisure activity
household members can get involved in

plus please note what recreationd, sporting and leisure clubs household members are
involved in if any

Arethere effectson involvement in local sparetime and voluntary
activity

plus please note what clubs/societies/voluntary activities household
members are involved in if any
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Arethere effects on the safety of household members and their property

(would liketo buy better security devices? it’snot a good area to walk around,
etc)

Arethere effectson access to financial services, etc.
Any household member have a bank account with a*high street” bank Yes No
Any household member have a credit card Yes No

Has there been a problem getting either a bank account or a credit card Yes No

Arethere effects on getting into debt

Are there any debts (exclude house purchase debts, if any)

From whom How much | % interest When Repayment
taken out period

QB WIN| -

Commentsor stories
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What arethe main problems of living on a low income, how does it
affect the household most

At thismoment today what isthe single biggest worry in

your mind
(anything — not necessarily related to low income)

Do you need any information or help about rightsbenefitsmoney
matter ghousing matters, etc? (Wecarry some standard information
plus some key phone numbersto pass on if necessary)

Thanks very much
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APPENDIX 4 - Thesurvey introductory letter

Handed to thoseto beinterviewed —on UNISON headed paper

Dear
Brighton & Hove Living Wage Campaign

The Living Wage Campaign has wide backing from Fath groups, Council officers,
community representatives and others. This letter explans what the Campagn is
hoping to achieve, how your own input could hep us and what we will do with the
information you provide.

What isthe Campaign about?

Our Living Wage campaign is amed a giving a voice to people working for low pay
in Brighton & Hove's public services Our City is notorious for having some of the
worst pay levels in the South, and very high housing costs, and we want to produce
hard evidence of what this actualy meansfor low paid people.

But we want to do more than this — we want to show how low pay affects the whole
community, in terms of the impact and ‘coss of low pay for peopl€'s hedth,
education, housng, and so on. We dso want to show how the public purse
‘subgdises low paying employers through the tax and benefit sysem. Ultimately,
we want to show whether low pay in the public sector might actudly cogt dl of us
more than smply paying people aLiving Wage in the first place.

This is why your own evidence is so important. We want to do ‘in-depth’ interviews
with cleening gaff to get detalled information on these areas. The dry datistics on pay
amply don't tdl the whole sory.

PLEASE WILL YOU HELP US?
Complete confidentiality

We will be asking you for some quite persond information. Please be assured that
everything you tell us will be trested with the utmogt confidentidity. Only you and
your interviewers know you are being interviewed. The forms have no names and
addresses, and nothing can be traced back to you. The information will be presented
in a way that will not enable anyone to be identified. With your agreement, we may
ask to record the interview, just in case we need to check later exactly what was said
and we understand you correctly.

UNISON is very fortunate to be working on this with Professor Peter Ambrose, who

wrote a highly respected and influentidd Report (‘Second Best Vaue) on dmilar
concernsin Eagt London. If you'd like to see asummary of this, please let me know.

86



What will UNISON do with the results?

This work will form part of UNISON’s evidence to the Nationa Locad Government
Pay Commisson. This Commisson is looking into the impact of privatisation, how to
tackle the endemic low pay in locd government services, and the continuing gender
discrimination in pay and the impact on the qudity of the services you provide.
Smilar sudies are taking place in Sheffield, and in Tower Hamlets, but our work in
Brighton & Hove is redly the only study that may help to show how the Government
could cdculate the true codts of its failure to fund a Living Wage for its public sector
workers.

We hope that this study will be a ‘pilot’ that could enable other Cities and UNISON
Branches to cary out this type of work, and develop their own Living Wage
Campaigns.

The work will adso contribute to UNISON’'s work with the Nationd Low Pay
Commission, which advises on the minimum wage.

More locdly, we hope that this will put low pay under the spotlight for the loca
eections in May, and will slence those critics who say that tackling low pay is
something we ‘can't afford’.

We hope too that this will add to the heavy pressure on the Council to enforce better
pay and conditions for ‘contracted out’ workers or staff working for other employers
funded by public money.

The work will be very hdpful in our padld campagn for a locd ‘Weghting
alowance thet reflects the true cost of living here,

In Brighton & Hove, the Living Wage Campaign will later be extended to other parts
of the public sector, and hopefully win the backing of other unions to get the voice of
low paid workers heard in the swegtshops of the leisure and retail industries,

Please think about taking part in this vitd piece of work.

If you can help usthereisa £20 Marks & Spencersvoucher as a ‘thank you’ for
your time and commitment. Ring me now on 291611 and leave a message with
your contact details...

Best wishes,

Steve Foster
Brighton & Hove UNISON
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