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Counting the cost of UK 
poverty 

This report estimates the public financial cost of poverty which comes from additional spending 
on public services when people need more support from the state. 
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 the public service costs of poverty amount to around £69 billion, with identifiable knock-on effects 
of child poverty costing a further £6 billion and knock-on effects of adult poverty costing at least 
£2.7 billion; 

 this gives a total cost of poverty in the UK of around £78 billion; 

 a large proportion of what we spend publicly (about £1 in every £5 spent on public services) is 
. 
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 While some effort has been made to control for factors that can influence both poverty and 
spending on public services, these associations between higher spending and the extent of poverty 
do not necessarily demonstrate causation.  



 
  

 This association, however, has been shown to be more than merely incidental. There has been ample 

of public assistance or treatment (for example via its effects on health), and some services are 
particularly designed to target people in poverty or material need (such as additional educational help 
for children in low income families), or to target deprived areas (such as area regeneration 
programmes).  

 The precise extent of additional spending measured in this way is affected not just by the additional 
needs that poverty creates but by the degree of responsiveness in services in meeting them, which is 
not a constant. For example, where spending on a service becomes more focused on disadvantaged 
groups (such as when the Pupil Premium was introduced in schools), it may appear that the cost of 
poverty is rising, whereas if services in general are cut, or individuals required to pay privately for 
something that previously had been public, it may appear that the cost is falling. In other words, our 
estimate is a snapshot of the expenditure which appears to be associated with poverty at a point in 
time, given the policies and budgets applying at that time.  

 The nature and strength of the evidence examined here is varied. In turning it into estimates of the 
cost of poverty, the analysis below tries to steer a reasonable path between high and low estimates, 
where possible taking a middle position, but the patchy nature of some of the data is another reason 
for treating the figures as indicative. 
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 Health care accounts for the largest portion of additional public spending associated with poverty, 
around £29 billion per year. There is a growing weight of evidence that health care utilisation and 
costs are strongly related to poverty, both as presently experienced and as a legacy from past 
experiences of poverty. This helps explain why, on the basis of multiple strands of evidence and using 
conservative estimates, around a quarter of all spending both in acute hospital care and in primary 
care can be attributed to greater use of these services by people in poverty. This difference is 
particularly great among adults of working age, for whom early onset of various conditions is more 
common among those on low incomes. Since health care is by far the biggest public service in the 
UK, this creates a huge additional cost. Three quarters of this comes from spending on acute care, 
due to the higher overall spend in this sector compared to primary care.  

 Schools spending related to poverty accounts for around £10 billion of the annual cost of poverty. 
Like health, this is a very large service which costs more to deliver for those from disadvantaged 
backgrounds. There is acknowledgement that children in poverty are falling behind, and that schools 
need to make efforts to close the achievement gap. The introduction of the Pupil Premium in 2011 
was an explicit acknowledgement that more needs to be spent to meet the needs of children in 
poverty, and has contributed to the growth in the public cost of child poverty since the original 
calculation in 2008. An increase in the targeting of resources within local authorities has also 
contributed to this growth, and just under 20 per cent of schools spending can be attributed to more 
being spent in areas where there is a greater take-up of free school meals.  

 Police and criminal justice account for £9 billion of the total annual poverty cost. Crime is highly 
concentrated in poorer areas, and analysis of a range of statistical associations produces an estimate 
that just over half of all crime-related expenditure can be attributable to the additional crime 



 
  

associated with poverty. This does not mean that crime would immediately halve were poverty to be 
eradicated, but the evidence suggests that over time, addressing the conditions in which crime has 
thrived would make a major contribution in reducing the incidence of offending and the associated 
public costs. 

 , including both social services and early years provision, are estimated 
to include £7.5 billion additional spending associated with poverty. As with education, the 
relationship between child poverty and poor outcomes has caused services to focus on giving 
children from disadvantaged families a better start in life, and take-up of various early years services 
is greater among families in poverty. On this basis, about 60 per cent of spending on family services 
and 40 per cent of early years provision can be attributed to poverty. 

 Adult social care is associated with £4.6 billion of the cost of poverty. This is one of the largest areas 
of local authority spending, with a significant degree of means testing of clients, and one for which 
demand is growing rapidly. Slightly over half of the additional cost is linked to services for younger 
adults, the remainder associated with older people. For these services, the relationship between 
expenditure and poverty mirrors that of the health sector, and accounts for around a quarter of all 
expenditure.  

 Housing adds £4 billion to the annual public service cost of poverty. Social housing is targeted at 
people of limited means, and significant proportions of provision can be linked to low income. 
However, total spending on social housing is far lower than services such as health and education. 
Investment in new housing accounts for only a small part of the cost, with more coming from 
investments to improve existing housing stock and recurring expenditures on items such as 
homelessness. 
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 £4 billion in lost tax revenues, associated with 13 billion in lost earnings of individuals who have 
grown up in poverty. This is based on updated figures using the previous (2008)  analysis of 
the earnings of adults according to whether their families had experienced hardship when they were 
teenagers, controlling for other factors. The £9 billion of these earnings that would have been 
retained by individuals are not counted as part of the cost in this report, as it focuses on public 
revenues, but this could also be regarded as a social cost in terms of reduced economic activity. 

 £2.4 billion in additional benefits paid to the additional number of adults not working as a result of 
people having grown up in poverty, also based on the modelling in the original 2008 study. 

 £1.4 billion in Employment and Support Allowance attributable to higher claim rates in poorer 
parliamentary constituencies. This is associated with evidence that the experience of poverty has 
serious long-term consequences for physical and mental health, and therefore helps explain why in 
deprived areas more people receive benefits related to health and disability. 

 £1.3 billion in Pension Credit attributable to higher claim rates in poorer areas. People receiving the 
means-tested Pension Credit have been unable to build up sufficient retirement income of their 
own, and this is linked to poverty and low income throughout working life. 
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 Spending that arises from spending triggered by particular needs, where poverty increases these 
needs. The clearest example of this is health care. The greater incidence of ill-health among people 
on low incomes places additional demands on the health service.  

 Spending that seeks to prevent or mitigate the effects of poverty on individuals and households and 
spending on services that address social problems that are greater in areas where poverty is high. 
Were poverty not to exist, how much less would need to be spent on such services?  This report 
estimates such costs by comparing expenditure in areas with higher and lower levels of poverty and 
deprivation. In doing so it controls for some characteristics of these areas that would still be present 
were poverty not to exist  such as an older demographic profile that contributes to higher 
expenditure on health care. This exercise is far from perfect, since poverty and other social problems 
are intertwined, and nobody can say exactly what a world without poverty would look like. As far as 
possible, we control for factors other than poverty that may be contributing to higher spending, but 
where such factors interact so closely with poverty itself that their separate effect cannot be 
controlled for (such as high unemployment), we label the associated additional spending as a poverty 
cost. Thus, the estimate can be interpreted as illustrating the extent to which poverty and the 
conditions surrounding it bring additional costs to the Treasury. Better-off households can to some 
extent shield themselves from the direct effects of poverty by trying to limit their interactions with 
people on low incomes, but they will still have to help pick up the bill for the social problems that 
result.  
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 comparing people who live in poorer/more deprived neighbourhoods with those living in less 
poor/more affluent neighbourhoods;  

 comparing individuals/households who are poor, in various senses, with those who are not.  
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 Public services do respond, generally positively, to greater needs and demands associated with 
poverty/poorer groups. 

 The current average degree of responsiveness of services to poverty is the measure used of the  
of . 

 The extra service activity/spending associated with poverty can be predominantly attributable to 
poverty, directly or indirectly, rather than to some third or confounding factor.  
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Box 1: Overview of evidence and cost calculation for health care 

Approach: The cost of health care associated with poverty is estimated in our main calculation in terms of 
additional uses of hospital beds or primary care by people living in areas where poverty is higher. 
Specifically, the aim has been to measure how much additional health care activity, particularly bed-days 
and prescriptions issued, is associated with higher rates of poverty in areas that are more deprived. 
 
Evidence: Data comparing hospital bed-days/other episodes to poverty rates in small areas are available 
recently in Scotland, but in England we only have older data. In order to produce as robust a figure as 
possible, we have triangulated five main strands of evidence for acute health care: 

 recent Scottish data on hospital episodes; 

 older data on hospital bed usage from England; 

 data from the health domain of the IMD for England considering differences in morbidity, mortality, 
and mental health disorders by small area; 

 data from the UK Poverty and Social Exclusion Survey on self-reported health conditions in relation 
to poverty; and 

 data on the actual resource allocation formula used in England. 



 
  

 
For primary care, we combine analysis of primary care prescriptions data by small area deprivation level 
with analysis of GP consultation rates based on household survey data for Scotland. 
 
For public health, we combine information on the breakdown of budgets with data on the geographical 
association of smoking and drug/alcohol treatment programmes with poverty. 
 
Controls and interpretation of findings: The modelling used in these calculations corrects for certain 
features of local areas and/or individuals, other than poverty, that could help explain high health usage, 
including having a high percentage of older people or being an area where a high proportion of people 
have done jobs in certain industries. On the other hand, it has not been able to control for or separate 
certain factors with a closer association with poverty, for example smoking behaviour. Overall, we 
consider the evidence of the poverty-acute health care costs link to be strong, supported by previous 
research and the formal resource allocation system. 
 
Result: All strands of evidence pointed to a similar proportion of both acute and primary health care 
costs, around 25 per cent, being attributable to poverty. This leads to an estimate of poverty costing 
£21.8 billion in additional spending on acute health care, £7.1 billion on primary health care and £1.6 
billion on public health. 
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 years of potential life lost (an age and sex standardised measure of premature death); 

 comparative illness and disability ratio: an age and sex standardised morbidity/disability ratio; 



 
  

 acute morbidity: an age and sex standardised rate of emergency admission to hospital; 

 mood and anxiety disorders: a composite based on the rate of adults suffering from mood and 
anxiety disorders (from prescriptions), hospital episodes data, suicide mortality data and health 
benefits data. 
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Box 2: Composite score measure of ill-health 

General health score based on General Health Questionnaire scale (11 items, 4-point scales, asked in 
self-completion section), taking values in excess of 12 and dividing by 12 (giving a range from 0 to 3).  
 

 
 
Mental health problem (=1) if report longer term (over 12 months
or General Health Questionnaire Score>36.  
 
Limiting long-term illness (LLTI). 
 
Health- . 
 
Number of long-term health conditions (out of 12, divided by 3).  
 
Major health problem life event last year (=1). 
 
Number of physical harms experienced in last year (out of 6, including injury, accidents, physical attack, 
medical mistakes, food poisoning). 
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 improve significantly the health and well-being of local populations;  

 carry out health protection and health improvement functions delegated from the Secretary of State;  

 reduce health inequalities across the life course, including within hard to reach groups;  

 ensure the provision of population health care advice. 
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http://www.ons.gov.uk/ons/rel/disability-and-health-measurement/do-smoking-rates-vary-between-more-and-less-advantaged-areas-/2012/sty-smoking-rates.html
http://www.ons.gov.uk/ons/rel/disability-and-health-measurement/do-smoking-rates-vary-between-more-and-less-advantaged-areas-/2012/sty-smoking-rates.html
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 Community Psychiatric services (£207.62 million) 

 Addiction services (£74.88 million) 

 Health promotion (£58.47 million   

 Family planning (£33.01 million) 

 Allied health professionals (AHPs)  dietetics (£14.8 million), clinical psychology (£24.4 million) 

 Total in scope = £388.78 million across these services. 
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Box 3: Overview of evidence and cost calculation for children and families 

Approach:  The cost of services for children and families, comprising primarily personal social services 
directed at children in need plus nursery, childcare and early years provision, are primarily estimated from 
local authority level budgetary and activity data. 
 
Specifically, the aim has been to measure how much additional activity and spending are associated with 
higher rates of poverty in areas that are more deprived. 
 
Evidence:  
local authorities with their deprivation rank in the IMD to estimate how much spending is associated with 
poverty and deprivation. More detailed data, including on income-related variables, are available from the 
Children in Need Census for England (CIN). Recent data from this survey was only broken down by local 
authority level, which is too large a geography to be ideal, but modelling based on recent local authority 
level data was considered alongside earlier results at postcode district level.  
 
Controls and interpretation of findings:  The modelling used in these calculations attempts to control for 
other relevant factors, but several of these (e.g. adults with complex needs, young lone parent families) 
are strongly related to poverty and difficult to separate. Overall, we consider the evidence of the poverty 
link to use of these services be strong, supported by previous research and the fact that the resource 
allocation system explicitly seeks to spend more in poorer areas. 
 
Result: The strands of evidence lead to a range of estimates of the proportion of activity being 
attributable to poverty (48 70%), from which we take an average of 58% pending further more detailed 
analysis of CIN data. This leads to an estimate of poverty costing £5.9 billion in additional spending on 
social services and 1.6 billion on childcare and early years.  
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Box 4: Overview of evidence and cost calculation for adult social care 

Approach:  The poverty-related costs of adult social care services, comprising domiciliary and residential 
care and support to both frail elderly and other adults with a range of disabilities, are estimated principally 
by looking at local authority spending data, with spending for older adults (aged over 65) separated out, 
and comparisons made with survey data.  
 
Evidence:  Local authority budgetary data are compared with deprivation in England, with the most 
detailed modelling looking separately at services for older adults. Further evidence for Scotland, based on 
administrative data of local authority spending, looks at the different context there where personal care 
is not charged for. Supplementary analysis comes from survey data including the Poverty and Social 
Exclusion Survey, the Scottish Housing Survey and Understanding Society.  
 
Controls and interpretation of findings: While simpler approaches tend to generate rather modest 
estimates of the extra costs of poverty, some modelling used in these calculations, which attempt to 
control for other relevant factors, such as age, household types, health, urbanisation, housing tenure and 
conditions, and institutional clusters, tend to generate rather higher estimates. It is difficult to accurately 
model the charging and means testing regimes involved, which differ between UK countries. In view of 
various limitations of the different analyses, we take a mid-point in the range of estimates.  
 
Result: Our mid-point estimate is that 26% of expenditure is linked to poverty, giving totals of £2.4 
billion for younger adults and £2.2 billion for older adults. 
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Box 5: Overview of evidence and cost calculation for school education 

Approach:  Schools are a case where there is a clear policy framework favouring enhanced resources for 
schools directly or indirectly tied to children from poorer backgrounds. Thus the main approach is based 
on comparing direct data on resource allocation to schools in areas with higher and lower poverty rates. 
 
Evidence:  School budget allocations related to the bandings of poverty measured by Free School Meals 
entitlements provides the primary source for estimating the extra costs of poverty in this sector. 
Allowance is also made for LA spending on education support activities.  
 
Controls and interpretation of findings: Conclusions and orders of magnitude of the poverty premium are 
checked against other contemporary and earlier research literature. The intentional nature of providing 
additional resources to pupils in low income households makes the main estimates for England relatively 
robust, in terms of linking expenditure levels to poverty. B are applied to spending 
data for the other UK countries.  
 
Result: Our estimate is that 18.5 per cent of schools expenditure is linked to poverty in England, with 
about 12 per cent in the other UK countries, giving a total of £10.1 billion for the whole of the UK.  
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Box 6: Overview of evidence and cost calculation for further and higher education 

Approach:  We take from national agency budgets the totals of funds specifically allocated to assist 
students from deprived backgrounds or to encourage their participation. 
 
Evidence:  16-19 education is broadly funded by a capitation approach linked to levels of qualification 

parts of this additional funding as the measure of the cost of poverty. Similarly, in higher education the 

related to disadvantage.  
 
Controls and interpretation of findings: We refer to background research on the basic distributional 
character of higher and further education, and to current policy and budgetary documents. 
 
Result: Our estimate is that only a small part of the budgets for these sectors are related to poverty, £1.1 
billion in relation to 16 19 education and £0.4 billion in relation to higher education.  
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Box 7: Overview of evidence and cost calculation for housing  

Approach:  We look at investment in social housing in terms of the proportions of new or existing 
tenants who are poor, while looking at other current local spending in terms of its variation between 
more and less poor local authorities. 
 
Evidence:  We include the net public cost of new social housing investment, other investment in existing 
social housing, and utilise administrative data on new tenant characteristics and large scale survey data on 
existing tenants. Other current expenditure by local authorities relating to housing is analysed in terms of 
variations in budgeted spending across deprivation levels of local authority districts. Similar proportions 
are applied to detailed expenditure data for the other UK countries. 
 
Controls and interpretation of findings: The broad sweep of academic research on housing would concur 
that social housing in the UK, as well as services relating to homelessness and supporting people, is 
strongly targeted on the poor.  
 
Result: Our estimate is that £2.7 billion of social housing investment and £1.4 billion of local current 
expenditure on housing related services are attributable to poverty. 
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Box 8: Overview of evidence and cost calculation for police and criminal justice 

Approach:  We look at the incidence of crime by local area and build up a unit cost model to compare it 
with components of criminal justice expenditures. 
 
Evidence:  Modelling of the cost of crime at intermediate geography scale in England and Scotland 
provides the primary basis for our cost estimates. We also look at data on the geographical distribution of 
offenders and crime rates at the coarser local authority scale, and at past evidence on activity costing 
analysis within these services.  
 
Controls and interpretation of findings: Modelling of cost-weighted reported crime rates takes account 
of a wide range of other determinant factors alongside poverty, including age, household type, ethnicity, 
housing quality, institutional clusters, urbanisation and land use patterns. Models are compared between 
England and Scotland and with LA-level models of offender numbers. The commentary underlines that 

y reflect effects of past poverty and complex linked issues of 
poverty, addiction, and criminal behaviour.  
 
Result: Our estimates are that £5.0 billion of policing and £3.9 billion of criminal justice expenditure are 
attributable to poverty. 
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Box 9: Overview of evidence and cost calculation for fire and rescue 

Approach:  As with crime, an analysis across smaller area geographies provides the primary evidence for 
the relationship with poverty. 
 
Evidence: Modelling of the response cost of fire service incidents at the intermediate geography scale in 
England provides the primary basis for our cost estimates. 
 
Controls and interpretation of findings: Modelling of fire service incidents weighted by response cost 
rates takes account of a wide range of other determinant factors alongside poverty, including age, 
household type, ethnicity, housing quality, institutional clusters, urbanisation and land use patterns. The 
overall share of costs which are responsive in this way are comparable with previous studies. 
 
Result: Our estimates are that £0.8 billion of fire and rescue costs are attributable to poverty. 
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Box 10: Overview of evidence and cost calculation for transport 

Approach:  The focus in transport is on those specific areas of transport spending which are more 
oriented towards poorer groups  travel needs, namely bus subsidies and concessionary fares, with 
household survey data used to identify the differential usage of these services by poorer people.  
 
Evidence: Two household surveys (Poverty and Social Exclusion Survey and Scottish Household Survey) 
are used to identify relationships with poverty. 
 
Controls and interpretation of findings: Simple comparisons across IMD deciles provide initial estimates, 
with some modification in the light of limited modelling within the survey datasets. 
 
Result: Our estimate is that £0.45 billion of transport expenditures are attributable to poverty. 
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Box 11: Overview of evidence and cost calculation for local environmental services 

Approach:  The focus in relation to local environmental services is on that subset which we have reason 
to believe show some significant relationship with poverty. 
 

Evidence:  A simple descriptive analysis of budgeted spending on the relevant sub-services (trading 
standards, street cleansing, waste collection, community development and economic development (within 
planning)) across all-purpose LAs in England provides the basis for identifying the share of spending 
attributable to poverty. This share is then applied to budgets for all local authorities. 
 
Controls and interpretation of findings: Relevant research is referenced to justify the contention that 
some of these services are responsive to poverty.  
 
Result: Our estimate is that £0.9 billion of local environmental expenditures are attributable to poverty. 
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 Griggs and Walker (2008) reviewed evidence on the cost of child poverty for society, contributing to 
an earlier estimate of costs (Hirsch, 2008). They concluded that the consequences of child poverty 
are far-reaching and multi-faceted, exacerbated by the interaction between low income, material 
deprivation, poor housing, disadvantaged neighbourhoods and schools, parental stress and social 
exclusion. Consequences include losses to the economy through reduced productivity, lower 
educational attainment, poor health and low skills.  

 Cooper and Stewart (2013) reviewed a wide range of longitudinal studies considering causal 
relationships between family income and consequences for children. They identified evidence of a 
range of effects due to low income alone. In particular, they found that family income accounts for a 
significant proportion of inequalities in cognitive and behavioural outcomes, and that these 
differences are more marked at the lower end of the income distribution. Importantly, the evidence 
suggests that these effects can be attributed both to the stresses arising from lack of income and to 
more direct effects of lacking material resources.  

 Cooper and Stewart (2015) also considered evidence for the effects of household income in adult 
life on a similar basis. They found that lower income is strongly associated with worse well-being and 
mental health, especially lower down the income distribution. But while cross-sectional studies (e.g. 
Diener and Diswas-Biener, 2002) have established such relationships, there is a more limited range 
of conclusive evidence of the causal effects of low income in adulthood. The most pronounced 
effects identified by Cooper and  review was on life satisfaction and subjective well-being, 
again with the effect strongest lower down the income distribution.  
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 Public service costs:  £69.2 billion. 

 Knock-on effects of child poverty:  £6 billion lost to Treasury  in addition to the £9 billion lost to 
individuals who grew up in poverty in terms of lower retained income. 

 Knock-on effects of adult poverty: cost to Treasury of £2.7 billion. 
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Source: DCLG Revenue Out-turn R03; Social Care and Public Health 
  



 
  

 

 

       

(Constant) (Constant) 230.220 21.367 
 

10.774 .000 

incscr15ss Low income score 460.904 82.780 .569 5.568 .000 

p1phhness One person hshlds 1.675 1.120 .166 1.496 .136 

Pclrgfamss Large families -12.266 4.546 -.168 -2.698 .007 

Pcprivrentss Private rent -2.290 .643 -.336 -3.564 .000 

Pctbabss Cncl Tax Bands A&B -1.105 .141 -.621 -7.856 .000 

Ppmhinstss Mental heath instits 10.269 7.097 .074 1.447 .149 

Pptravtempss Traveller & temporary homes 2.786 .770 .252 3.616 .000 

Dependent Variable: YngAdSCExppc YngAdSCExppc Mean 218.1 std ddev 39.3 
 

Weighted Regression - Weighted by hhdwgt No. of households 
     

 
Adj r-squared 0.188 

    

 
Std error Estimate 36.700 

    

 
F-ratio 11.600 

    

 
Number of cases 150     
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