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Whilst finding no link to adult health, Martin et al (1987) finds a link between low housing
quality and children’s health. In their analysis of the National Child Development Survey they
found links between bad housing conditions in childhood and later ill health, but they did not
look at whether this has resulted in low income in later life.

A link between overcrowding and worse health outcomes has been hypothesized. However,
making the link empirically is problematic — Tunstall et al (2009) in a review of the literature
finds no examples of this link being made.

The main mechanism by which bad housing can adversely affect children’s attainment, and
therefore their future life chances, is through ill health, as described above. Nevertheless,
there is some work which attempts to show that the links can be somewhat more direct,

for example through the lack of suitable space for doing homework, or a noisy environment
which affects sleep, which appear likely to negatively affect children’s education and
development. Barnes et al (2006) finds a link between living in overcrowded housing and not
having a quiet place to study when using the Families and Children Survey 2004.

A French study by Goux & Maurin (2005) which found both correlation and a suggestion of
causality between household overcrowding and educational attainment. However, this only
found a causal link for girls, has not been replicated more widely and may be due to specific
French circumstances. In addition, measurements of both overcrowding and educational
attainment are country-specific.

Research on multiple home moves and future poverty is limited and associations drawn out
are related to educational outcomes, which appear to be mixed. Several US studies have
attempted to draw out the relationship between children who experience multiple home
moves and their attainment. Ziol-Guest & McKenna (2013) finds that children who moved
three or more times suffered from behavioural problems and worse school attainment.
Another US study by Mehana & Reynolds (2004) finds multiple moves to have a negative
effect on a child’s reading and mathematics attainment, however this study did not take
account of important background variables and used cross-sectional data as opposed to
longitudinal research. Leckie’s (2009) work using the National Pupil Database and the work
by Sammons et al (2011) find that children had worse educational outcomes in Year 9 as a
result of changing school following a home move.

A summary by Rumberger (2002) notes that studies on multiple home moves that do not
control for the background characteristics of students consistently find that mobile students
have lower achievement on average than those students whose homes are considered
more stable. However, those studies that do take account of these background differences
find that the issues of multiple home moves are more of a symptom than a cause of poor
school performance. He cites one study of mobile students in Chicago which found that half
of the achievement differences between mobile and stable students could be attributed to
differences between the students that pre-dated their school changes (Temple & Reynolds,
1997, cited in Rumberger, 2002). He goes on to say that several studies support the idea that
mobile students come from poorer families and have lower academic performance before
they were mobile (Nelson et al., 1996, cited in Rumberger, 2002). Children may be affected
psychologically, socially and academically from changing schools, although the impact of
this depends on the number of school changes, when they occur, for what reasons and the
child’s personal and family situation.

There is limited UK-based evidence on multiple home moves affecting future poverty. Strand
(2009) finds that moving schools after the start of Year 10 can have negative effects on



Chapter 4: Individual Explanatory Factors 75

attainment. However, Strand & Demie (2006) finds there to be no negative affects if the move
happened during primary school.

4.8 Neighbourhood

Neighbourhood Certainty Strength Coverage

Poverty Now Medium

Future Life Chances Medium Medium
Summary

The extent to which where you live influences your income levels is difficult to disentangle
from other factors. However, the evidence seems to be that these effects are either non-
existent or are at least very limited. ‘Poor’ neighbourhoods are likely defined by poor people
living in them but there is little consensus that neighbourhood has causal effects on child
poverty whether in the present day or in the future.

Where the evidence does suggest that neighbourhood effects exist, these are likely to impact
on the employment opportunities in the local labour market, meaning that those who live in
poor neighbourhoods will find it difficult to find work and therefore have low incomes which
will drive poverty levels. Access to local social networks which can help get people into
employment are seen to be important, however evidence on whether social networks are
worse in disadvantaged neighbourhoods is contested. There is also evidence on whether
living in an urban or a rural area increases a household’s risk of being in poverty, however this
has limited explanatory power as a driver of poverty.

A wide range of evidence looks at the effect neighbourhood has on children’s future life
chances and their risk of poverty in the future. An association between where you live and
low-quality education, a culture of worklessness and crime have been identified as potential
transfer mechanisms of future low income. However, little definitive evidence has been found
that growing up in poor or disadvantaged areas has a significant impact on a child’s actual
future outcomes.

Definition & Levels

Neighbourhood effects are local variations in economic and social conditions which are more
than just compositional, and tend to focus on the results and outcomes of those who live in
areas of high disadvantage. DCLG produce an English Indices of Multiple Deprivation (IMD);
these are composite indices defining deprived areas by bringing together information on
income, employment, crime, health, education, housing and environment.

Neighbourhoods are typically reported at the Lower Super Output Area (LSOA) level — these
are units of geographic boundaries which contain an average of 1,500 persons.

According to the IMD, in 2008 over 5 million people lived in the most deprived LSOAs
(bottom 20 per cent) in England, 2 million of whom were income deprived.

As of 2008, there were approximately 2.3 million children living in the most income deprived
quintile of LSOAs in England compared to 1.9 million who lived in the least income deprived
quintile (not all children who are in the most income deprived areas will live in families which
are classed as income deprived, and vice versa).
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Figure 10 below shows how there is large variation in the proportion of children in low-income
families® for all LSOAs in the UK (where at least 5 children have been recorded to be in low-
income families).

Figure 10: LSOAs by proportion of children in low-income families
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Evidence

There is a wealth of academic evidence on the effects of the neighbourhood, with research
having been carried out both in the US and Europe.

Studies from the US are typically methodologically robust but are reliant on comparing
extreme examples of neighbourhoods. Syrett (2006) and others argue that the US examples
of neighbourhood study are not easily transferrable to Europe due to the less extreme
segregations experienced — for example higher levels of social housing, stronger welfare
states and lower levels of racial segregation.

To identify a neighbourhood effect it is necessary to strip out all the other factors that could
be responsible for the phenomena being explained. This is often a challenge as, for example,
there may be numerous unknown factors. There is also the problem that neighbourhood
effects might be small but incremental and, as such, they cannot be identified individually.
However the greatest difficulty lies in self-selection and simultaneity; poor people will tend

to congregate in poor areas and poor areas are defined as those where poor people
congregate.

Poverty Now

There is substantial evidence looking at the relationship between the effect of the
neighbourhood where poor people live and low-income poverty. The evidence reviewed

8 The children in low-income families local measure is produced by HMRC and captures the percentage
of children who live in families in receipt of out-of-work benefits or in receipt of tax credits with a reported
income of less than 60 per cent of median income
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suggests that although these two issues are associated, neighbourhood is not a key
driver of poverty. In other words, living in a poor neighbourhood does not directly increase
the likelihood of being income poor. The evidence finds that there are links between
neighbourhood, income, worklessness and health although living in a poor area does not
necessarily drive these outcomes.

The impact neighbourhood has on income is an area that has been quite well researched

in the UK. Bolster et al (2004) undertook extensive analysis of ten waves of the British
Household Panel Survey (BHPS) which showed little neighbourhood impact on income over
one, five and ten year time periods. Propper et al (2007) found that while the correlation
between poor neighbourhoods and low income was clear, the independent neighbourhood
effect was almost zero.

Where neighbourhood effects on income have been identified most clearly is in the USA,
particularly in very poor urban areas. However, Syrett (2006) and others have noted that this
may be down to the particular circumstances in US cities with extreme levels of poverty and
segregation often closely correlated with racial segregation. In addition the US has a much
less well developed welfare system and as such disadvantaged groups are much further
from the income average. These circumstances, Syrett argues, are not found in the cities of
Western Europe and this might explain the different levels of neighbourhood effects.

Research has highlighted the effect of neighbourhood on employment and worklessness
which in turn will have an impact on household income, with Meadows (2009) describing
worklessness as what lies at the root of all area deprivation. Most work has looked at how
employers perceive potential employees from certain areas sometimes labelled as ‘postcode
discrimination’. Research by Nunn et al (2010) concluded that there was some evidence for a
small neighbourhood effect in the qualitative research with employers which did identify some
discrimination, but this impact was not found in the quantitative survey part of the research.

Tunstall et al (2012), however, found no evidence for a neighbourhood effect in a study of
employer treatment of job applicants from areas with a poor reputation. For the researchers,
the biggest issue was skills mismatches with those in poorer areas having lower skill levels.
They did, however, find a preference for those living closer to the workplace which could

be described as a form of area effect. A barrier to accessing employment identified by both
Meadows (2009) and Green & White (2007) was that people prefer to work closer to home
if they live in poorer areas, and that when employment opportunities presented themselves
further away, the lack of local transportation can limit participation.

Having strong social networks is advantageous in labour market attachment, with family

and friends providing support and connections that help in being successful at gaining
employment in the local area. Watt (2003) argues that the right reputation and social contacts
were as important as qualifications in obtaining employment. That social and family networks
influence employment outcomes is known but that poorer people have worse networks is
less clear. Much work suggests that people living in poorer areas often have strong local and
family ties (referred to as ‘bonding social capital’). However, they may lack the bridging capital
that allows them to find good employment outside of their communities. This is particularly
the case with some ethnic-minority groups. The effect of social networks helping people
move into employment is well attested at the higher end of the labour market but some work
does show that at lower levels there may be some people who are disadvantaged by their
lack of effective networks (Green & White, 2007).

There is an arguable extent to which neighbourhood has an effect on health and its
propensity to negatively affect worklessness. Research mentioned by Propper et al (2007)
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into mental health conditions has been carried out in Britain and found that there is little or

no effect. Stafford & Marmot (2003) report using a large dataset to identify an effect on health
but this was small and it is acknowledged that most similar studies have struggled to find any
effect.

Some research has looked at the differences between poverty in rural or urban areas. Smith
et al (2007) state that, arguably, research on the rural/urban dimension of poverty dynamics
implies a more distinct causal relationship. They summarise the consensus in the literature
which is that, in general, overall and persistent poverty are more prevalent in urban than rural
areas. Phimister et al (2000) show that poverty persistence is slightly higher among those in
urban areas: about a quarter of urban individuals experienced three to five spells of poverty
compared to a fifth of rural individuals. The characteristics associated with rural poverty were
largely the same as those in urban areas. However, a higher incidence of low pay in rural
areas than in urban areas raises questions about the relative importance for poverty exits of
having more workers in these households.

Gilbert et al (2003) make a distinction between remote and accessible rural areas, based

on areas’ integration with larger urban areas. The authors find that poverty rates are lower
in accessible rural areas and similar in remote rural and urban areas. For example, 17 per
cent of accessible rural households fell into the lowest quintile of the income distribution,
compared with 23 per cent of remote rural households and 21 per cent of urban households.
Gilbert et al explain this by the fact that the highest incidence of persistent low pay is in
remote rural areas, and so households in these areas were particularly vulnerable to in-work
poverty compared with urban and accessible rural households. Therefore, overall, it is not
certain if the rural/urban dimension has a causal impact on poverty, and if it does it is not
clear through what mechanism this acts (aside from the risk factors already identified as
important). Therefore it has limited explanatory power as a driver of poverty.

Future Life Chances

The evidence reviewed looks primarily at the impact area has on educational attainment as
well as the aspirations of those growing up in these neighbourhoods, both of which would
impact on future earnings and so future poverty levels.

Results for the impact of neighbourhood on children’s future outcomes in the literature are
ambiguous and mixed. Overall, neighbourhood is generally seen to have only relatively small
impacts on future outcomes. A study by Gibbons (2002) concluded that:

“Neighbourhoods do influence outcomes, regardless of family resources, but we find nothing
to contradict the general consensus that neighbourhoods determine only a small proportion
of the variation in individual outcomes, and that the family background matters more.”

That said, research by Garner & Rauchenbush (1991) has concluded that the effect exists

and is substantial. In their study of 2,500 young people in Scotland they found substantial

impact on educational attainment and this research has been influential; however generally
this finding has not been replicated more widely.

Mayer & Jencks (1989) finds schools in less disadvantaged areas of the US tend to be more
academically demanding than those in more disadvantaged areas, leading to effects on how
students from poorer areas learn and the potential educational outcomes they have.

The idea that cultures of poverty exist independently of a lack of employment opportunities is
difficult to establish — Harkness et al (2012) find little evidence and Low (2011) suggests that
in fact poor communities are not ‘broken’ but rather that despite the acute difficulties and
tensions they experience:
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“Most residents living there share values and aspirations similar to the rest of us: fairmess,
hard work and responsibility”

Cultures of worklessness are similarly difficult to validate. Shildrick et al (2012) shows that in
the UK at least there is little evidence of worklessness being passed down the generations
which would be necessary for a culture to be formed.

Green & White (2007) in their study on young people’s attitudes from Wolverhampton, Walsall
and Hull found that where children grew up had an impact on their aspirations and future life
outcomes. The study found young people had a strong attachment to where they grew up
(even if they lived in deprived areas) and had a localised outlook for employment, meaning
that this limited their opportunities.

There is limited evidence on how the area in which a child grows up in impacts their
propensity to be involved in criminal behaviour, and research suggests that this is more likely
to be indirect effect of neighbourhood than a direct one (Syrett, 2006). That said, Mayer &
Jencks (1989), finds that if children grow up in areas and communities where there is a lot

of crime and anti-social behaviour the child is more likely to carry out the same behaviours.
Their study also states that children from poorer neighbourhoods in the US were more likely
to report that they had committed crimes than children from more affluent areas. Involvement
in criminal behaviour is likely to impact on educational attainment and the ability to gain
employment, leading to potential future poverty.

4.9 Debt
Debt Certainty Strength Coverage
Poverty Now Medium
Future Life Chances Medium

Summary

Those living in low-income households are more likely to be behind on bills or have problem
debt, sometimes directly as a result of being in poverty. There is no clear causal relationship
evident however, as many of the factors associated with lower financial capability are also
associated with a higher risk of poverty.

Within the context of this evidence review we are interested in understanding the impact of
debt on income, rather than on material living standards more widely.

Research studies highlight the difficulties low-income households have in accessing credit
and the higher costs of borrowing they face. This suggests a broad mechanism for how a
‘vicious circle’ of problem debt might emerge, trapping these families in poverty, although this
result is not definitively established in the research.

We would reasonably expect household debt to be a consequence of poverty. As such, it is
very hard to clearly establish from the evidence reviewed whether there may also be a causal
relationship between past debt and current poverty.

This is no strong theory or evidence presented in the research as to how parental debt might
lead to future poverty. Some research, however, has associated problem debt with parental
mental health issues and family breakdown, both of which might act to influence wider child
outcomes.
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Definition & Levels

There is no fixed Government or academic definition of problem debt. The studies cited

here therefore vary in how they define debt, ranging from measures of whether households
are behind on bills to more technical considerations of debt-to-income ratios. Similarly,
against each of these possible measures there is no fixed cut-off beyond which we can say a
household is specifically facing ‘problem’ debit.

In terms of numbers affected — the most recent HBAI statistics show that 14 per cent of
UK children (1.9 million) live in a household in arrears on one or more bills. Separately,
Bryan et al (2010) suggests that 14 per cent of households had a form of debt perceived
by the individual concerned to be a heavy burden. At the extreme, official statistics from
the Insolvency Service suggest that there were just over 100,000 individual insolvencies in
England and Wales in 2013.

Evidence

There is a large body of both Government and academic research examining the relationship
between debt and income. There is relatively little explicitly exploring causal links however,
largely due to the difficulty in separating aspects of debt and low income — frequently they are
treated as two sides of the same ‘financial constraint’ issue, having similar and inter-related
causes and consequences.

Evidence around impacts of parental debt on future poverty is limited, with research mostly
restricted to academic discussion on relationships between debt and wider factors that may
impact on children’s outcomes (e.g. parental mental health issues).

Poverty Now

The evidence clearly shows that debt associates strongly with income poverty. The HBAI
official poverty statistics for 2011/12 suggest that, of children in households in low-income
poverty, 24 per cent are behind on one or more bills. This compares with an average of 14
per cent for all UK children.

Further, BIS research based on extensive YouGov surveying (BIS, 2010b) shows that 42
per cent of low-income households with unsecured credit had a debt-to-income ratio of 60
per cent or more, compared with 19 per cent overall. A similar result specifically looking at
families with children was identified in Kemp et al (2004).

Finally, evidence from the StepChange debt charity (formerly Consumer Credit Counselling
Service) shows they were contacted by over 400,000 people seeking debt advice in 2012, of
whom 70 per cent had household income less than £20,000.
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Figure 11: Percentage of those behind with bills by poverty status
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Discussions of causal relationships between debt and low income are complicated since
movements into problem debt are obviously closely interrelated with issues of income
poverty. Dearden et al (2010) show how research on the drivers of debt identifies very similar
risk factors and trigger events to that of low-income poverty (including moves into and out of
low-paid work and ill health/disability).

Looking specifically at issues of persistent poverty, Barnes et al (2008) look at circumstances
of poor families with children based on evidence from Families and Children Study
longitudinal data across several years. This research shows a higher incidence of being in
arrears on household bills in low-income ‘temporarily poor’ families (44 per cent) compared to
those ‘not poor’ (15 per cent). This rises to 66 per cent when looking to families in persistent
poverty, suggesting that debt is more likely to be a problem for those deepest in poverty.

Research from various bodies, including Barnardo’s (Mathers & Sharma, 2011) and Save
the Children, highlights the difficulties low-income families face in accessing credit and the
associated higher cost of borrowing for these families, together with greater use of payday
or illegal lending. Figure 12 below, based on BIS research from 2010, highlights how use of
different sources of unsecured credit varies with gross annual household income.
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Figure 12: Use of credit type by household income
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Whilst not identified explicitly in the literature, taking these two areas of research together

we might possibly infer a broad causal relationship between problem debt and low-income
poverty — once in debt, low-income families have to spend a higher proportion of their income
to service this debt. This can in turn lead to a vicious cycle of debt, increasing the likelihood
that these families will remain in poverty. Further research would be required to confirm this
result however.

Gibbons (2010) also provides limited evidence based on interviews with a small number of
benefits claimants demonstrating that, in some instances, debt problems can act as a work
disincentive, with, for example, those in debt concerned over how a return to work might
impact on repayment agreements, or over how a bad credit rating impacts on employment
opportunities.

Future Life Chances

There is no strong evidence base to propose a direct causal link between parental debt and
future poverty. Neither is a clear theory as to a transfer mechanism proposed (barring extreme
cases which might include events such as housing repossession).

There is, however, a body of research drawing the link between debt and mental health
issues, with Metzler et al (2002) suggesting that people with experience of mental distress
are three times more likely to be in debt. No conclusive causal link is established in the
literature although longitudinal analysis from Fitch et al (2009) does identify mental health
issues following falling into debt. Bridges & Disney (2005) suggest that problem debt creates
stress, which in turn leads to depression. Issues of how parental health might associate with
children’s outcomes are discussed in section 4.5.

4,10 Parental Drug & Alcohol Dependency

Drug & Alcohol Dependency Certainty Strength Coverage
Poverty Now
Future Life Chances
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Summary

Impacts from problem drug and alcohol use amongst parents are difficult to measure
accurately and affect a relatively small number of children (compared to other factors
considered). However, where they do take effect impacts can be devastating.

As this evidence review primarily focuses on low income, excess expenditure on drugs or
alcohol to satisfy a dependency will not be captured. Instead, problem substance use takes
effect on income primarily through the difficulties substance misusers have gaining and
maintaining employment. It is clear that problem substance use has a significant and large
impact on an individual’s capacity to lead a normal life and hold a steady job.

Problem drug and alcohol use amongst parents are clearly linked with a range of much
worse child outcomes and wider well-being issues. That said, it is difficult to find evidence
that associates these directly with longer-term economic outcomes in terms of whether such
children are subsequently more likely to be in poverty.

Definition & Levels

There are numerous different definitions around drug and alcohol use, misuse, addiction,
abuse and dependency, as well as differing interpretations as to what constitutes problem
behaviour and what may be potentially damaging to children. Where possible we will focus on
problem use, which is identifiably damaging to individuals and those around them.

Gathering reliable statistics on problem substance use, particularly for illegal drugs, is very
difficult. Where numbers are available they are rarely broken down by family structure and so
it is difficult to determine with any great degree of confidence how many children are affected
by these issues.

From the latest drug misuse statistics from the 2012/13 Crime Survey for England and Wales,
over a third of adults have tried an illicit drug in their lifetime, with the number of adults that
had taken drugs in the last year at 8.2 per cent.

The 2003 Hidden Harm report from the Advisory Council on the Misuse of Drugs remains the
best source for numbers of children living with problem drug users in Great Britain and cites
an estimate of between 250,000 and 350,000 children.

The National Treatment Agency for Substance Misuse reports that more than 100,000 of the
people receiving drug treatment during 2011/12 were either parents or living with children
(nearly 40,000 of these were parents not living with their children). They estimate that the
number of under-18 year olds living with people in treatment in England is around 104,000.

On problem alcohol consumption, National Statistics for 2011/12 show that there were just
over 200,000 hospital admissions in England where the primary diagnosis was attributable to
alcohol (rising to over 1.2 million against a broader definition).

Estimates of children living with problem drinkers vary, but Manning et al (2009) estimate that
22 per cent of under-16 year olds in the UK (over 2.5 million) live with a hazardous drinker.
This includes all those drinking over the recommended weekly limit, and is defined as a
pattern that increases the risk of harmful consequences to the user or others. A further 6 per
cent (over 700,000) live with a dependent drinker - defined as an addiction where alcohol
consumption becomes one of the most important parts of someone’s life.

Evidence

There is a significant body of domestic and international Government, academic and
charitable research and statistics on drug and alcohol misuse. A majority of this work,
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however, takes as its starting point that drug and alcohol abuse are damaging, and results
identifying associations with poverty are relatively rare.

Further, due to the difficulties in identifying and measuring substance abuse accurately, many
studies are predominantly case-study based and so provide results which are indicative
rather than definitive. In particular, there is a clear absence of detailed in-depth longitudinal
studies that consider long-term child outcomes.

As a result, suitable evidence in this space is frequently international and/or less recent than
we might prefer.

Poverty Now

Links identified between alcohol and drug misuse and low-income poverty in the research
vary in strength and direction of findings. That said, where families do suffer with drug and
alcohol problems there are clear impacts on incomes.

The 2010 ONS General Lifestyle Survey demonstrates that alcohol use is actually higher and
more frequent amongst higher earners. Further this research shows half those in the lowest
income quintile reporting abstinence in the week prior to interview, compared with only a fifth
of those in the highest quintile.

However, Dehenny et al (1997), citing Sheenan et al (1988), show that whilst experimentation
with illegal drugs does not appear to vary much between social groups, dependency and
regular use are more likely to develop among young people from lower social classes.

Overall, the evidence available shows a fairly clear association between substance

misuse and poverty with Shaw et al (2007) and McManus et al (2009), amongst others,
demonstrating that the prevalence of drug dependence is greater for those from lower-
income groups. Kaestner (1999) was one of first major studies to establish a link between
drug usage and poverty in US; according to Kaestner, drug users have lower incomes and
are more likely to participate in public assistance programmes compared to non-users.

The direction of causality between substance misuse and low incomes is less clear,

however, and functions via complex interrelated mechanisms. That said, a fairly clear transfer
mechanism between dependency and incomes comes via employability (both in terms of
accessing and sustaining employment), a result highlighted in several studies.

Focusing on some of the more recent, UK-based research, MacDonald and Pudney (2000,
2001) amongst others state that users of hard drugs are significantly less likely to be in
employment compared with other working-age adults. Further, the literature review in Sutton
et al (2004) identified numerous barriers problem drug users face in finding employment
including lack of education and skills; health; social disadvantage; provision of support
services; engaging with employers and support professionals; and dealing with stigma.
Research from the UK Drug Policy Commission (2008) identified similar results.

Similarly, for alcohol dependence, a number of studies, including MacDonald and Shields
(2004) and Sutton et al (2004) identify a negative relationship between alcohol dependence
and employment. However, the evidence here is more varied and can be contradictory.
Some international evidence finds no relationship between alcohol misuse and employment,
whilst MacDonald & Shields (2001) actually identify some evidence for a positive link between
moderate alcohol consumption and job attainment and reward.
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Future Life Chances

Whilst there is a large body of research linking parental substance misuse at the extremes
with very bad outcomes for children, much of this is in the form of case studies of children
now. Studies of the longer term, aggregate-level, outcomes for children of problem drug

and alcohol users has not been an area of focus for researchers. As such, whilst is it entirely
reasonable to assume that parental drug or alcohol misuse will lead to longer-term worse
economic outcomes for children, it is difficult to provide a strong direct evidence base for this
claim.

Parents with drug and alcohol problems clearly present real risks to the health, safety, and
life opportunities of children. Children who were counselled by ChildLine about their parents’
alcohol and drug misuse often also talked about their experiences of physical abuse, family
relationship problems, neglect and sexual abuse.

Whilst there is currently no data on how many children in the UK are affected by foetal alcohol
spectrum disorder it is clear that pre-natal exposure to both drugs and alcohol can have real
impacts including growth deficiencies and problems with central nervous system functioning.

The 2003 Hidden Harm report summarises the impact of problem drug use on children as
follows:

“The adverse consequences for children are typically multiple and cumulative and will vary
according to the child’s stage of development. They include failure to thrive; blood-borne
virus infections; incomplete immunisation and otherwise inadequate health care; a wide
range of emotional, cognitive, behavioural and other psychological problems, early substance
misuse and offending behaviour; and poor educational attainment. These can range greatly in
severity and may often be subtle and difficult to detect.”

On problem alcohol use, Sher (1997) discussed how children facing parental alcoholism have
a range of increased risks including experiencing difficulties at school. Fawzy et al (1983)
discuss how children exposed to alcoholism are far more likely to develop alcohol issues
themselves. In a literature review, Barnes et al (2006) find evidence linking parental alcohol
misuse with a range of poor child outcomes spanning cognitive, behavioural, psychological,
emotional and social domains.

4.11 Child lll Health & Disability

Child lll Health & Disability Certainty Strength Coverage
Poverty Now Medium
Future Life Chances Medium

Summary

There is a well-established association between child ill health and both poverty now and

in the future. Establishing a causal link from child health to poverty is more difficult however
— poverty causes health problems, but it is less clear whether child health problems drive
poverty now. For those children with more severe health conditions and disabilities, however,
evidence suggests that the associated parental caring responsibilities reduce employment
levels and so household income.

The evidence documents how childhood health problems have longer-term implications for
future poverty. Those growing up with childhood health problems are more likely to suffer
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physical and mental ill health in adulthood and are at increased risk of severe, long-term
illness (and thus worklessness).

Definition & Levels

There are many dimensions of health, both mental and physical, including disabilities, short-
term illness, milder longer-term conditions and short-term injuries. This broad spectrum of
conditions means we need to be careful when considering numbers affected by health issues
and in associating these numbers with results identified in the literature. Throughout, as far as
possible, we will focus on those who are disabled or experience limiting longstanding health
conditions (LLSCs).

Official Statistics from the 2011/12 Family Resources Survey suggest that around 6 per cent
of UK children (0.8 million) are disabled, with HBAI results showing that 11 per cent of UK
children (1.5 million) live in a family containing at least one disabled child.

Green et al (2004) in work for the ONS suggests that approximately 1 in 10 children aged
5-16 had a clinically diagnosed mental health disorder.

Evidence

There is a large body of domestic and international evidence, from both Governmental and
academic sources, documenting links between child health and later life outcomes. That said,
given the breadth of possible ill health definitions and research frequently focusing on specific
health conditions, it is sometimes difficult to build a complete picture.

Poverty Now

There is limited evidence as to whether child health issues in general directly cause poverty in
the short-term, with the majority of literature indicating that low income is the greater causal
factor in terms of driving ill health in children (Gregg et al 2009, Milligan & Stabile 2011).

In instances of more extreme health conditions, however, Ellison et al (2009) demonstrate
that parents with disabled children are significantly less likely to feel that they achieve a good
compromise between work and childcare.

Further, McKay & Atkinson (2007) establish that in cases of child disability there are direct
impacts on paid employment, and so on income, particularly on mothers’ employment. The
likelihood of work falls as caring responsibilities increase. Atkinson et al (2007) establish that
proportions of parents reporting child health conditions are fairly similar for non-working and
working parents, but that those not working were more likely to report LLSCs. Parents with a
child with an LLSC were much more likely to report difficulty in finding a suitable job with the
right hours.

Similarly, Powers (2003) found strong links between mother’s labour market attachment and
children’s health characteristics in the US. Zimmer (2007), however, challenges the direct
causal relationship between low child health and low income, arguing that unobserved
factors, such as the mother’s health and complications during child birth can have an effect
on both the child’s health and the parent’s ability to work and earn an income.

There is, however, relatively little evidence from the official poverty statistics that households
with disabled children are currently at significantly higher risk of poverty. HBAI results for
2011/12 show that 19 per cent of children living in families with disabled children are in
relative income poverty — this is only slightly higher than for overall proportion of children in
poverty in the UK for 2011/12 at 17 per cent. Controlling for the presence of disabled adults,
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figure 13 below shows poverty levels in families with and without disabled children (but no
disabled adults) over the past 10 years.

This shows that, although historic patterns have been erratic, from the most recent data
children living in households with disabled children face only a small increase in the risk of
living in poverty. Whilst this would appear to contradict earlier results that childhood disability
impacts negatively on parental employment, the most plausible explanation is that income
from child disability benefits (in recognition of the additional costs faced) helps to compensate
for lost earnings in these households.

Figure 13: Percentage of children in poverty by family child disability status
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Future Life Chances

A clear causal relationship between children’s health and future outcomes operates through
the link between health now and in the future. Children who are disabled or have significant
health problems are more likely to grow up to be adults who are disabled or have significant
problems. This is borne out in the literature in studies including Banks et al (2011) and Case
et al (2005).

Adult ill health and disability will subsequently interact negatively with ability to find appropriate
work and so help drive poverty, as outlined in the earlier section on Parental lll Health and
Disability.

In terms of education, again, a clear relationship between children’s health and future
outcomes has been evidenced in the literature. For example, in work for the World Health
Organisation Suhrcke & de Paz Nieves (2011) demonstrate a causal relationship between
health behaviours and conditions and educational attainment. This evidence suggests that ill
health in a child’s life can negatively affect their educational attainment, which will likely impact
on their engagement with the labour market and employment opportunities in the future.

Focusing specifically on some of the most recent domestic outcomes — just under 230,000
pupils across all schools in England have statements of Special Educational Needs (SEN) —
that is, those with learning difficulties or disabilities that make it harder for them to learn than
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most pupils of the same age. This figure rises to over 1.5 million if those without statements
are included.

The 2012/13 attainment gap between the percentage of pupils with and without any
identified SEN achieving 5 or more GCSEs at grade A* to C or equivalent including English
and mathematics is 47.0 percentage points. 70.4 per cent of pupils with no identified SEN
achieved this compared with 23.4 per cent of pupils with SEN. Figure 14 below breaks
equivalent 2011/12 results down by specific conditions.

For post-19 education, from ODI analysis of Labour Force Survey data, disabled people are
around three times as likely not to hold any qualifications compared to non-disabled people,
and around half as likely to hold a degree-level qualification. 19.2 per cent of working-age
disabled people do not hold any formal qualification, compared to 6.5 per cent of working-
age non-disabled people. 14.9 per cent of working-age disabled people hold degree-level
qualifications compared to 28.1 per cent of working-age non-disabled people.

Figure 14: Percentage of children achieving 5 A*—C GCSES by SEN status
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Relatively less academic work exists on the long-term effects of mental health conditions.
Gregg & Machin (1998) find that a group of children born in the UK in 1958 and with

poor behavioural outcomes at age 7 had worse labour market outcomes at ages 23

and 33. Blanden et al (2006) show that there are rising income returns to positive mental
characteristics (not being anxious, hyper, low self-esteem) between two birth cohorts (1958,
1970). Slower cognitive and language development have also been shown to affect a child’s
educational experience and attainment and thus ultimately employment opportunities and
labour market progression (HM Treasury, 2008).

There is some discord, however — whilst Currie & Stabile (2006, 2007) argue that some
mental health conditions have worse effects on schooling attainment than most physical
chronic conditions; others, including Johnston et al (2011), claim that much conventional
analysis significantly overstates the adverse impact that mental health problems have on
educational attainment.
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More widely on children’s health, a large body of literature has established a causal link
between low birth weight and a child’s future life outcomes. Black, Devereux & Salvanes
(2007) claim that the antenatal period is particularly important and conclude that increases
in birth weight would lead to increases in attainment and in full-time earnings. Currie &
Hyson (1999) also state that low birth weight leads to cognitive and behavioural problems in
children, especially in the early years that may be long lasting. They use the National Child
Development Study data to show that where low birth-weight babies self-report health
problems later in life, there are also effects in terms of their educational attainment as a child,
labour market outcomes and earnings potential. However, their findings do not take into
account other events after birth that may explain or be attributable to these outcomes.

Another prevalent factor in driving child ill health and future outcomes is nutrition. Poor
nutrition can lead to childhood obesity that often persists into adulthood and causes future
health problems, which in turn are associated with poverty (Griggs & Walker, 2008). Belot and
James (2009) exploit the unique features of the “Jamie Oliver Feed Me Better” campaign in
the UK to present causal evidence on the effects of healthy meals on improved test scores.

4.12 Non-Cognitive Development

Non-Cognitive Development Certainty Strength Coverage

Poverty Now N/A N/A N/A

Future Life Chances Medium Medium _
Summary

A number of researchers in the US and UK have conducted analyses of longitudinal studies
and concluded that there is a link between children’s non-cognitive skills and their adult
labour market outcomes, even when controlling for a range of other factors, including
cognitive ability.

The influence of non-cognitive skills on outcomes appears to be mediated mainly through
their influence on educational achievement, although there is evidence that they also have

an independent impact on employability and possibly earnings. However, different studies
have employed different measures of personality traits and so there remains some uncertainty
about what the important dimensions of non-cognitive skill are and how they interact to
produce the outcomes observed.

Definition & Levels

An individual’s educational and labour market performance, and so risk of poverty, is
influenced not only by their ‘cognitive skills’ (intellectual ability) and knowledge, but also
by personality attributes such as motivation, self-control and inter-personal skills. Social
scientists have labelled personality traits which have a positive influence on an individual’s
economic success as ‘non-cognitive skills’.

In the UK there is a strong association between the income of parents and the earnings
prospects of their children. Men from high-income backgrounds are almost three and a half
times more likely than men from low-income backgrounds to have high income as adults
(Buxton, 2005). Evidence suggests that part of the explanation for this intergenerational
income persistence is the influence of family background on the development of non-
cognitive skills. Such personality attributes may be of increasing importance in the

labour market given the rise of employment in personal service occupations (Mayhew &
Keep, 1999).
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Evidence

There is a range of domestic and international academic research examining the relationship
between children’s non-cognitive development and their longer-term outcomes. Given the
absence of a clear core definition around ‘non-cognitive skills’, however, there is difficulty in
establishing definitively where there is consensus or discord in the literature.

Poverty Now

If a child’s parents have low non-cognitive skills, this may limit their potential earnings and
place them at greater risk of poverty. The evidence outlined below suggests that non-
cognitive skills have an independent impact on adult employability and possibly on adult
earnings, even controlling for educational achievement.

Future Life Chances

A range of studies have found an association between the non-cognitive skills of children
and their later educational and labour market outcomes, potentially affecting their risk of
future poverty. For example, Heckman et al (2006) find that in the United States the degree
of control young people feel they have over their own life and their perceptions of self-
worth influence their educational outcomes and also have an independent influence on later
earnings.

In the UK, longitudinal cohort studies reveal that gaps in social skills between children from
different family backgrounds are apparent by age 7, with higher social-class background
positively associated with greater social skills (Blanden, 2007; Carneiro, 2007). Blanden

et al have estimated that non-cognitive variables account for a sizeable proportion of
intergenerational income persistence and that its importance has strengthened over time,
helping to explain a decline in income mobility between the 1958 and 1970 birth cohorts.
However, the influence of non-cognitive skills on adult earnings is less than that of cognitive
skills and is mostly accounted for through their influence on educational outcomes. In
particular, the ability to apply one’s self is associated with better educational outcomes.
However, locus of control, clumsiness, anxiety and extroversion were found to have an
independent influence on earnings.

Carneiro et al also find that pupils assessed by teachers at age 11 as demonstrating better
social adjustment had better educational outcomes®. In particular, children who exhibited
greater social adjustment at age 11 were more likely to stay on at school post-16, although
this factor was less important than the influence of cognitive skills. Signs of depression (such
as apathy) at age 11, ‘writing off adults and adult standards’ and ‘inconsequential behaviour’
had clear negative impacts on staying in education after age 16. Good cognitive and social
skills were found to reinforce each other in improving educational attainment.

Teacher-rated social skills at age 11 were also found to have an independent effect
(controlling for educational achievement) on an individual’'s probability of being employed at
age 42 and of having been employed for longer between the ages of 23 and 42. However,
while these teacher-rated social skills directly influenced whether or not an individual was in
work, neither cognitive nor social skills had a significant impact on hourly wages at age 42,
once education was controlled for.

4 The measure of social maladjustment comprised anxiety for acceptance by children, hostility towards
children, hostility towards adults, “writing off” adults and adult standards, withdrawal, depression, anxiety for
acceptance by adults, restlessness, inconsequential behaviour, miscellaneous symptoms, and miscellaneous
nervous symptoms.
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Carneiro et al also find that there is a weaker relationship between social skills at age 7 and
social skills at age 11 than exists for cognitive ability over time, indicating that non-cognitive
abilities may be more open to influence in later childhood. This chimes with the suggestion

of some neuroscientists that the critical time for various forms of learning will differ (Howard-
Jones & Washbrook, 2011). The acquisition of a skill depends on individuals having reached
a level of development where they can grasp the appropriate concepts and experience the
social contexts in which the skill can be put into practice, which may not be until adolescence
for some social skills.

4,13 Home Learning Environment, Parenting Styles & Aspirations

Home Learning Environment Certainty Strength Coverage

Poverty Now N/A N/A N/A

Future Life Chances Medium Medium _
Summary

Home learning environment, parenting styles and parents’ aspirations for their children can
have an effect on a child’s educational attainment and therefore on their future employment
and earnings levels. There is also shown to be a direct effect between the child’s expectations
in terms of educational attainment and their actual attainment.

Child and parental aspirations, Home Learning Environment and parenting styles show a
gradient by income and persist inter-generationally, so could be seen as an effect as well as a
cause of poverty.

Definition & Levels

Home Learning Environment, parenting styles and parents’ and child’s aspirations are often
grouped under a generic ‘attitudes, aspirations and behaviours’ grouping.

The Home Learning Environment encompasses a range of activities parents undertake with
their pre-school children. These include reading with the child, teaching songs and nursery
rhymes, painting and drawing, playing with letters and numbers, visiting the library, teaching
the alphabet and numbers, taking children on visits and creating regular opportunities for
them to play with their friends at home.

Parenting styles are often classified based on the work of Diana Baumrind (e.g. Baumrind,
1991). Important dimensions of poverty were seen as warmth (as opposed to conflict

or neglect) and control strategies. Parenting typologies were constructed by looking at
combinations of warmth and control: ‘authoritative’ (high warmth, positive/assertive control
and in adolescence high expectations), ‘authoritarian’ (low warmth, high conflict and coercive,
punitive control attempts), ‘permissive’ (high warmth coupled with low control attempts)

and ‘neglectful/disengaged’ (low warmth and low control). Children and adolescents of
authoritative parents are consistently described as most academically and socially competent
(O’Connor & Scott, 2007).

Child and parental aspirations and expectations are often treated synonymously in research.
There is however a distinction between children’s ‘expectations’ and their ‘aspirations’. The
former implies a realistic assessment of future outcomes, while the latter reflects children’s
hopes and dreams (Gutman & Akerman 2008; quoted in Jerrim 2011).

According to Goodman & Gregg (2010), 81 per cent of the richest mothers say they hope
their 9-year-old will go to university, compared with only 37 per cent of the poorest mothers.
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At age 16, around a quarter of the gap in educational attainment between the poorest and
the richest children can be ascribed to either parental or child attitudes and behaviours.

Figure 15: Explaining the gap in educational attainment between the poorest
and the richest children at age 16: decomposition analysis

Residual Parental education
Missing gap and family background
data 4% 7% 6% Total raw gap

between richest
and poorest:
33.3 percentile points

Child attitudes
and behaviours

15%
Parental PHOSTQ?}E"W
attitudes and
behaviours
8%
Schools

1%

Source: Longitudinal Study of Young People in England
Reproduced from Goodman & Gregg (2010)

Evidence

In terms of poverty, the evidence shows more that low income can contribute to lower quality
Home Learning Environment, lower aspirations and sub-optimal parenting styles.

There is a large body of Government and academic research and statistics looking at the
links between the Home Learning Environment, its impact on early-years’ development and
how this persists via educational attainment to future poverty. There is some disagreement
over the strength and causality of these effects on educational attainment, which is usefully
summarised in Gorard et al (2012).

Poverty Now

There is no reason to expect that the Home Learning Environment, a parent’s parenting style
or aspirations for their child or their child’s educational aspirations would normally have a
significant effect on their current household income, or risk of poverty now.

Future Life Chances

According to O’Connor & Scott (2007), the finding that low parent/child relationship quality
is associated with aggressive behaviour and delinquency is one of the most widely-reported
findings in the parenting literature. Some cognitive theorists (Rogoff & Lave, 1984) have
proposed that the parent/child relationship is an essential environmental context in which
structuring or ‘scaffolding’ of the child’s emerging cognitive abilities takes place. Those
parents who are sensitively tuned to the child’s cognitive ability can be expected to provide
an optimal environment for the child to learn, which can be further fuelled by the child’s
own motivation. In older children and adolescents, parents are also thought to shape
aspirations and motivation by acting as role models, providing and selecting opportunities
for the children, and setting expectations and definitions of success (Mortimer and Kumka,
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(1982); Bell et al (1996); Gutman and Eccles (1999); Jodl et al (2001); all cited in O’Connor &
Scott, 2007).

The importance of the Home Learning Environment is highlighted by Sylva et al (2004)

who claim that what parents do with their children is more important than who parents are.
Children whose parents engaged regularly in Home Learning activities were less likely to be at
risk for Special Educational Needs.

Zhan (2006) says that parents with higher expectations for their children are more likely to set
higher standards for their children’s schooling and social functioning than parents with lower
expectations. They are also more likely to transmit the values of doing well in school and of
getting along well with teachers and peers. Empirical literature provides consistent support
for the positive relationship between parent expectations or aspirations toward their children
and their children’s educational achievement (Axinn et al (1997); Furstenberg & Hughes,
(1995); Hanson, McLanahan, & Thomson (1997); Reynolds & Gill (1994); Smith, Beaulieu, &
Seraphine (1995), all cited in Zhan (2006)).

More recently Goodman & Gregg (2010) found a very significant contribution from the
mothers’ hopes that their child will go to university: this factor alone accounts for around 6
per cent of the gap in test scores between children from rich and poor families. Furthermore,
this contribution already takes into account the child’s ability at age 7 and so is not just a
reflection of low chances of getting to university based on ability.

Brown et al (2004) find a strong and highly significant relationship between children’s
expectations and later attainment in the UK. This is backed up by a large study by Goodman
and Gregg (2010), which also says that parents and children’s expectations for higher
education are very closely linked and show many of the same determinants. For example, 84
per cent of young people whose parent(s) expected them to go on to higher education at age
14 also shared that expectation.

Schoon and Polek (2011) show that career aspirations measured at age 16 predict career
attainment of cohort members in their mid-30s, even after controlling for family social
background and general cognitive ability. Compared to their less ambitious peers, those with
aspirations for a professional job are more likely to participate in further education, and are
more likely to achieve a professional career in their adult years.

This is more about low aspirations rather than the necessity of having aspirations. Gutman
and Schoon (2012) find that adolescents with uncertain career aspirations had higher
academic performance at age 16 and a greater likelihood of educational enrolment at age 18
compared to those with high, certain aspirations, when parental educational expectations,
school motivation, perceived academic ability and useful career advice were taken into
account.

No evidence was found that looked at children from middle or higher-income families moving
into poverty as adults as a result of low aspirations, parenting or their Home Learning
Environment.
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Chapter 5:
Conclusions

This report has looked in detail at the key factors that make it harder for some families to get

out of poverty and the key factors that make some poor children more likely to become poor
adults.

From the range of academic and institutional evidence reviewed we can confidently conclude
that:

Looking at children likely to be stuck in poverty for longer is important — those children
affected suffer the worst outcomes and are at greatest risk of becoming poor adults.

¢ The key factor for child poverty now is parental worklessness and low earnings.

e The other main factors include low parental qualifications, parental ill health,
family instability and family size.

There are a range of factors that increase the risk of a poor child growing up to be a
poor adult.

e The most influential factor is child educational attainment.

e QOther main factors (all of which act to some extent through educational
attainment) are: low parental qualifications, parental ill health, child ill health, the
home environment, children’s non-cognitive skills and childhood poverty itself.
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Annex A:
Types of Poverty

Summary

It is not the same households who are poor year-on-year — there is a substantial turnover
from one year to the next. Approximately half of children who are poor in one year are not
poor one year later."

This means, however, that over a period of several years, many more children experience
poverty than are poor in any single year. Around a third of children experience poverty at
some point over a four-year period compared with a fifth in any given year.

Despite this high level of low-income churn, there are a non-trivial minority of children that are
persistently poor. In the mid-2000s around one in ten children were poor at least three years
out of four. This has, however, halved since the early 1990s.

How is poverty defined and measured?

The measure of poverty used throughout this evidence review is usually relative income.
When we refer to a household as experiencing poverty, this generally means that the
household’s equivalised income — that is the income adjusted for the composition and size of
the household — is below 60 per cent of the contemporary median national income.

The current official poverty rate is determined through point-in-time surveys and changes in
the poverty rate are estimated through comparison of two or more such surveys taken at
intervals, although these surveys will generally interview different people.

Temporary (or transient) poverty

A key contribution of poverty dynamics research (as discussed further below) is that

it challenges the traditional view of ‘the poor’ as a homogenous and essentially static
population. In fact it is not the same households who are poor year-on-year — there is a
substantial turnover from one year to the next.

' In this annex, unless stated otherwise, all statistics are sourced from Jenkins’ Changing Fortunes analysis,
based on British Household Panel Survey data from 1991-2006.
The latest official child poverty statistics can be found in the Households Below Average Income (HBAI)
series, 2011/12, available here:
https://www.gov.uk/government/publications/households-below-average-income-hbai-199495-10-201112.
The latest official statistics on persistent poverty (DWP’s Low-Income Dynamics) are available here:
https://www.gov.uk/government/publications/low-income-dynamics-1991-t0-1998
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A positive aspect of this is that for the majority of people who experience poverty, it is not a
fixed unchanging status. Approximately half of those who are poor in one year are not poor one
year later. The average length of time spent in poverty is between one and two years.

This means, however, that over a period of several years, many more people experience
poverty than are poor in any single year. Around one-third of children experience poverty over
a four-year period, a proportion one-and-a-half times larger than that in poverty in any given
year. Around half of all children can expect to be poor at least once over a nine year period,
twice the proportion in any given year. This figure has remained relatively constant over time.

Recurrent poverty and income mobility

So whilst households in poverty are largely a changing population, there is also much ‘churning’
of the same individuals in and out of poverty. This is generally referred to as recurrent poverty.

One reason for recurrent poverty is that, for many, income mobility tends to be short distance.
Although there has been some reduction in longer-term inequality, there are still associations
between a household’s original income and a household’s ‘destination’ income even after 15
years. This is the situation for all income groups (poor to rich).

For instance, a household is four times more likely to enter poverty if it has experienced
poverty before. The chance of leaving poverty is halved if a child was in poverty in the
previous year. Finally, as highlighted in Chapter 2, the longer a household spends in poverty,
the less likely they are to move out of poverty.

Persistent poverty

Despite the high level of low-income churn, a non-trivial minority of households experience
long-term persistent poverty.

The most commonly used definition of persistent poverty is when a household experiences
relative income poverty for at least three years out of a four-year window. In the mid-2000s,
by this definition, around one in ten children experienced persistent poverty — this has almost
halved since the early 1990s.

Looking at longer time frames, however, around one in fifteen children are poor for seven or
more years out of nine. This has fallen from around one in ten in the early 1990s.

Whilst this shows that only a small (though not insignificant) fraction of the population suffer
long sustained spells of poverty, this represents a relatively large fraction of groups such as
lone-parent families.

As Smith and Middleton’s Poverty Dynamics Review summarises, rather than particular risk
factors being associated with either shorter-term or longer-term poverty, evidence suggests
that a sliding scale of poverty persistence results from an accumulation and intensity of risk
factors. That is, the characteristics that explain belonging either to the temporary or persistent
poor are the same, only that the persistently poor tend to suffer a greater number of these
characteristics to a more intense degree.
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The following diagram summarises the year-on-year, temporary and persistent poverty rates
for children in the UK:

Figure 16: Year-on-year, temporary and persistent poverty rates for children in the UK
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Annex B:
Cross-national comparison of overall poverty
rates

OECD compared year-on-year poverty rates across the 30 OECD countries (as shown in

the figure 17 below), for the mid-2000s. The share of people at risk of poverty across the
OECD overall was 18 per cent. Differences across countries are large, with relative income
poverty rates always lowest — whatever the threshold used — in Denmark, Sweden and the
Czech Republic, and highest in the United States, Turkey and Mexico. Poverty rates are
below average in all Nordic and several Continental European countries, and above average
in Southern European countries as well as Ireland, Japan and Korea. The ranking of countries
does not change much regardless of the poverty threshold.

Figure 17: Relative poverty rates for different income thresholds, mid 2000s
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poverty rates at the 50% median threshold. The income concept used is that of household disposable income
adjusted for household size.
1. Poverty rates based on a 40% threshold are not available for New Zealand.

Source: Computations from OECD income distribution questionnaire.

Source (reproduced from): OECD (2008)

OECD do not attempt to unravel the reasons for differences between countries although,
later, they suggest a strong relationship between unemployment rates and poverty rates.
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Annex C:
Analysis types and sources when looking at
factors making it harder to exit poverty now

Methodology and evidence

Analysis types

Our aim is to identify the household characteristics associated with longer spells in low-
income poverty. Two (broad) forms of analysis have been used to achieve this:

i) Longitudinal (dynamic) poverty research

This evidence review draws mainly from longitudinal analyses of poverty. Longitudinal
research traces the changes in circumstances for the same individuals over time, in order to
reveal the dynamics of poverty.

Such a dynamic perspective reveals how experiences of poverty vary widely. While some
households will experience brief, one-off episodes of poverty, others will move in and out of
poverty on a recurrent basis, and others still will live in poverty for a continuous, sustained
duration.

Most importantly, a dynamic perspective of poverty enables us to identify the types of
household most likely to spend longer in poverty.

ii) Multivariate analyses

This evidence review only identifies household characteristics that have been shown to
have an independent association with poverty when other key characteristics have been
accounted for, and therefore draws heavily from regression-based analyses of poverty. As
well summarised by Barnes et al (2008a):

“Descriptive analyses may show that larger families are more likely than smaller families
to experience persistent poverty and that families with very young children are more
likely to experience persistent poverty than families with older children. Given that

we know that larger families are more likely than smaller families to have very young
children, the key issue is whether it is the size of the family or the age of the children (or
indeed both) that is driving these relationships to persistent poverty.”

Whilst some of the statistics presented on these characteristics are descriptive (i.e. the
proportion of three-child families who experience persistent poverty), we have also aimed to
clarify the additional and independent effect that, say, having a larger family has on remaining
in poverty (for instance, each extra child reduces the chance of leaving poverty by around

20 per cent).
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Research sources

Therefore, in line with the above, this review draws upon findings from four main sources, a
summary of which are outlined below:

1) Stephen Jenkins (2011): Changing Fortunes: Income Mobility and Poverty
Dynamics in Britain OUP

Jenkins uses a metaphor to describe Britain’s income distribution. He says it is like a multi-
storey apartment building with the numbers of residents on the different floors corresponding
to the concentration of people at different income levels in any particular year. Over time,
how much movement between floors is there? In particular, is there much turnover in the
basement, and do basement dwellers ever reach the penthouse? Who moves the most and
how far?

Jenkins’ 2011 book addresses such questions with extensive analysis based on data from
the British Household Panel Survey (BHPS) covering 1991-2006, providing a comprehensive
study of income mobility and poverty dynamics.

Of particular relevance for this review Jenkins looks at the diversity of routes into and out of
poverty, and examines differences in people’s experience of poverty over time. He performs
two main types of analyses:

Trigger events: Jenkins looks at the relative importance of various life-course events as
triggers of poverty. His starting point, to which he refers as method 1, classifies each entry
and exit from poverty according to the main event associated with the transition. Jenkins
goes on to propose a maodification to this approach (method 2), which does not restrict each
poverty transition to one particular event.

This review draws upon results from method 1, which show us the ‘share’ of all poverty
transitions accounted for by each trigger event, and also from method 2, which show us an
individual’s chance of entering poverty having experienced a particular trigger event. Both
methods show complementary results (where comparable).

Multivariate poverty dynamics models: Jenkins next employs multivariate models of
poverty dynamics. The first technique he uses is hazard regression models. These examine
differences in people’s experience of poverty over a period of time. For individuals who enter
poverty, the total length of time that they spend in poverty subsequently depends on their
chances of exit from poverty and the chances of re-entering poverty. Model estimates are
used to simulate and thereby compare poverty patterns for different types of individual.

Jenkins goes on to consider similar issues via the development of a Markovian model of
poverty transitions; this is to account for some technical weaknesses he outlines in the
hazard regression models. Ultimately, Jenkins considers the Markovian model as providing
a complementary approach to the hazard regression models, and finds it reassuring that the
two approaches identify similar patterns of differences across individuals (in their experience
of poverty).

Chapter 2 predominantly quotes results from the hazard regression models since, as Jenkins
says, they are more commonly used throughout poverty dynamics literature. These models’
estimates provide intuitive findings about the increased/reduced chances of leaving poverty
given an individual’s characteristics (for instance, being employed, having A-levels etc.)
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2) Noel Smith and Sue Middleton - Joseph Rowntree Foundation (2007): A review
of poverty dynamics research in the UK

This study is a comprehensive literature review on existing poverty dynamics research — the
final report references 115 studies. The aim of this review was to gather and reflect on this
wide array of literature in order to:

e examine the different forms of poverty, how different social groups experience it, and
how people enter and leave poverty;

¢ understand the implications for policy aimed at tackling poverty and disadvantage;
and

¢ highlight priorities for further research.

3) Matt Barnes, Anne Conolly and Wojtek Tomaszewski — National Centre for
Social Research (2008a): The circumstances of persistently poor families with
children: Evidence from the Families and Children Study (FACS)

This report presents analysis of the persistence of low income from a large-scale longitudinal
study of families with children. It uses data from four waves (2001/04) of FACS, a
Government-funded survey of families with dependent children living in Britain. The broad
aim of the research was to use FACS to strengthen existing knowledge about families with
children who experience persistent poverty. The main objective was to understand the nature
of persistent poverty for families with children and to examine the key risk factors.

4) Matt Barnes, Nick Lyon and Jane Millar — National Centre for Social Research
(2008b): Employment transitions and the changes in economic circumstances of
families with children: Evidence from the Families and Children Study (FACS)

This study uses longitudinal data from the Families and Children Study (FACS) — 2001-05

— to explore the impact of movements in and out of paid employment on the economic
circumstances of families with children. It also looks at the circumstances of families that
receive in-work tax credits to investigate how their economic circumstances change following
employment transitions.
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Annex D:
Intergenerational poverty analysis types

Methodology and evidence

In this area, the different methodology types are:

Longitudinal cohort analysis on intergenerational income and poverty: these
look at transmission mechanisms and intermediate outcomes. These typically model
the variation in parental and children’s earnings using a range of factors linked to
both, after controlling for all other factors concluded to have a significant role in
explaining the variation. These studies do not show causality as the links could

be driven by unobserved factors. There is a good amount of literature using this
technique both in the UK and internationally, however most do not control for every
explanatory factor. For example Blanden and Gibbons (2006) do not include health,
neighbourhood or wealth, meaning that the effect sizes for included variables may
be overstated. For the UK, the main data sources are the large cohort studies:

the National Child Development Study (1958 cohort), the Birth Cohort Study

(1970 cohort), the British Household Panel Survey (1990 cohort) and the Millennium
Cohort Study (2000 cohort).

Cross-national comparisons: these are useful to deepen understanding of the
relationship between intergenerational income and other metrics such as income
inequality, child poverty and intergenerational persistence in factors such as
education and occupation. Once again, these studies, which are fairly numerous,
show correlation and not causality and importantly do not offer ‘ideal’ levels of
mobility.

Longitudinal cohort analysis on intermediate outcomes that are strongly

linked to adult earnings, e.g. education, employment, health, looking both at
intergenerational persistence of these factors and at links with parental income.
There is a good amount of this type of research in the UK and internationally. These
studies are necessary because they typically include many more explanatory factors
than the intergenerational income studies.

Causal analysis: these analyses use a variety of techniques to attribute causality
to the associations listed above. Technigues include randomised controlled

trials (mainly in the US), analysis of siblings, twins and adopted children and
natural experiments (for example policy changes). There has been some work on
intergenerational welfare receipt and some on worklessness, mainly in the US.
Success in isolating the causal effect of income has been limited due to difficulties
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in isolating factors that affect only income (for example job loss affects income and
employment) and some of the evidence is based on welfare-based income ‘shocks’.
Much of the research comes from the US (some randomised controlled trials

and also using differences in policies across states) and from Nordic countries (in
particular using rich registry data for analysis of siblings types to inform the debate
of nature versus nurture). Some of this type of analysis has not been possible in

the UK.
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