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Poverty is not a fact of nature. It is a political choice.
  
The UK considers a person to be living in poverty when their income is below 60% of
median household income, after tax and housing costs. On that measure, at least 14.2
million people, including 4.5 million children, are in poverty today. That is about one in
every five people, according to the Joseph Rowntree Foundation's most recent estimate.

The proof that poverty is a choice sits in our own recent history. Between 1997 and
2005, a Labour government cut poverty from around 25% of the population to 20%.
Then progress flatlined: the global financial crisis of 2008 and the austerity that
followed froze it for two decades. Poverty did not become harder to solve. We simply
stopped trying.

Poverty is not only a lack of money. It damages health, holds back children's
development, disables people by restricting their choices, and wastes human potential
on a colossal scale, which in turn reduces national income itself. And every tool to end it
already exists: more progressive taxation, better regulation, better housing law, more
social housing and, of course, a much fairer social security system. What is missing is
not the tools. It is the will.

This video is a part of my Understanding Economics series. Understanding poverty is
therefore essential to understanding economics, inequality and the choices
governments make.

https://www.youtube.com/watch?v=1GDqalmE7MY?si=5AzjaUTJ1To7vdfv

This is the audio version:
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https://www.podbean.com/player-v2/?i=9simd-1b52a56-pb&from=pb6admin&share=1
&download=1&rtl=0&fonts=Arial&skin=f6f6f6&font-color=auto&logo_link=episode_pa
ge&btn-skin=c73a3a

There is no Debate Ammunition for this video, but this infographic supports it:

This is the transcript:

Hello, I’m Richard Murphy, and this is Understanding Economics, the series of videos in
which I explain how I think the economy works in ways that I hope you will understand.
In this video I want to talk about poverty: what is poverty and why is it important, and
why should we be tackling it?

Poverty is not just about having very little money, although that is, of course, one way
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in which we can identify it. It means not having enough to meet your basic needs or to
take part in everyday life. That’s the reality of poverty, and that’s why it really matters.
It creates fear, stress, and a feeling of helplessness. It stops people from living the kind
of life that most people would consider a bare minimum. It denies people possibility.
Poverty really matters.

So what is poverty and how do we recognise it? We have ways of doing so that are
formalised in countries like the UK, and this approach that is used in the UK is used in
many other countries as well.

The usual measure starts with household income, which is the money a family has to
spend after tax, and I stress that point: after tax. This is about what people have to
spend, not what they have to pay tax from.

And that income is then adjusted for family size. So a couple, for example, with three
children can be fairly compared with a single person living alone. That’s important, or
we would not get fair measures.

And housing costs are then subtracted. That’s to show what people have to live on. It
doesn’t mean that housing costs are, of course, ignored. They are included in the
calculation. But what we show is that having a roof over your head is absolutely
essential. And what we’re talking about when we come to poverty is what choices
people have left available to them. That, again, is essential.

And then the poverty line is drawn on the remaining data, and that poverty line
indicates whether somebody is in poverty or not. The line is normally drawn at a point
where a household has 60% of this median household income. I will explain those
figures a little more in a moment. So if you don’t get it as yet, don’t worry.

It’s important to explain what this median means, then. Imagine lining up every
household in the UK from the lowest earning to the highest earning. The median
household is the one that is right in the middle of that order. Half of all households will
earn more than the median household; half will earn less. 60% of that bottom part of
the income spectrum is the point where we draw the poverty line. What that means,
and let’s be clear about this, is that the poverty line is pretty darn low.

To demonstrate that, let’s use some data, because on this occasion, I think it will help.
Most people do think they understand what an average is, but we are not talking about
the average which most people refer to here. That’s called the mean, and we are
talking about the median.

To provide an example: suppose we have just five houses in the economy. One has an
income of £1 million after tax and after housing costs, and the other four have incomes
of £60,000, £50,000, £40,000, and £20,000. The average, or mean, is £234,000. The
median is, however, the middle house, which, as you will note, is the one with £50,000.
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That means if we draw the poverty line at 60% of the median income, the poverty line
is drawn at £30,000, and the household with £20,000 of income will be below that
poverty line. They are living in poverty.

Now, I stress, this is an example. I’ve used some simple numbers to make it all look as
it works, nice and straightforwardly, but the point is just what I’ve shown. This is about
the median, and you will note that the very high earners do actually have relatively
little influence on this, partly because their incomes are way off the scale and partly
because there are relatively few of them. So we’re talking about the ability of people to
live in normal society when we’re talking about poverty, and I stress that point.

And we do actually have two measures of poverty. One is relative poverty, which is the
term I’ve just been describing, where you have less than 60% of today’s median
income, and the other is absolute poverty.

Now, when we look at absolute poverty, we draw a poverty line in a particular year and
then adjust it to account for rising prices over time. Absolute poverty tells us whether
low incomes are getting better in real life, and relative poverty asks whether people can
keep up with the world around them, right now.

So why does all this matter? That’s the important question. Why does relative poverty
matter? Because some people claim it doesn’t, but I don’t believe them. It matters
because no one lives apart from the society around them. People need housing,
heating, food, clothing, transport, and ways to communicate.

Yes, the mobile phone is now essential. You can’t claim benefits. You can’t book an
appointment with your doctor. You can’t do almost anything without it. So if you cannot
afford one, you are most definitely in poverty, and anyone who denies that is talking
total nonsense.

People also need access to work, schools, services, friends, and recreation, because
none of us are intended to sit at home and do nothing all the time. Being shut out of
these things can destroy a person’s chance to thrive, and that happens when people
live in poverty. That’s why this measure is really important because at the point where
people have 60% of median household income, they tend to be deprived of some or all
of these opportunities.

And poverty damages health, and it holds back children’s development.

Poverty does, in fact, disable people in a very real sense. It restricts their choices and
makes planning for the future much harder, if not impossible, because life is reduced to
day-to-day existence. The term hand-to-mouth exists for a reason.

And people struggling to survive to the end of the week or month can rarely use their
abilities to the full. They have no choice to do so available to them. Poverty wastes
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human potential then on a colossal scale, and the cost of that to society is enormous.
We all pay the price of this poverty, but some people really suffer it.

So how many people are in poverty, and has poverty fallen over time? The Joseph
Rowntree Foundation, a Quaker Trust established over a century ago, estimates that at
least 14.2 million people are living in poverty in the UK in 2026. Put that in context.
That’s about one in every five people in the UK as a whole, and about 4.5 million of
those people who are living in poverty are children. They are being denied their futures.

And the truth is, poverty can be tackled. It fell from around 25% of the population at the
time that the Tories left office in 1997 to around 20% of the population in 2005, and
then progress stopped. Since 2005, partly as a consequence of the global financial
crash in 2008, but mainly because of the austerity that was introduced by Tory
governments from 2010 onwards, poverty has flatlined.

Between then and now, between 20% and 22% of all people in the UK have always
been in poverty, even if the exact people who are in that group can sometimes change,
but unfortunately not by a lot. Once you’re poor, you tend to be poor. That is what
neoliberal austerity did.

Poverty is widespread, persistent, and deeply damaging, but it is not inevitable. Britain
is a wealthy country, but income and wealth are shared out very unevenly. Poverty is
not a moral failure. It is an economic failure. It damages lives and stops people from
making full use of their abilities, and we can tackle it. That’s the point. By taxation, by
regulation, by changing laws on housing access, by providing better benefits or social
security, we can tackle poverty. Labour showed that between 1997 and 2005.
Government can make a difference.

And doing so makes economic sense because poverty reduces our national income
because people cannot fully take part in life, communities, and the economy.

We allow poverty to continue through the choices we make in our country about how
we manage our economy, and that is why it is flatlining. No one in power has cared
enough to fix it, but we should and we could. And that is what the tragedy of poverty
represents.

We are in a situation where poverty is not simply about surviving. It is about that, but it
is about much more. It is about being able to take part in society, to live without fear,
and to fulfil your potential. More than one in five people in the UK are denied that
chance. That does not have to be true, and it is not an accident. It is a political choice
that those people are living that way. In this series on Understanding Economics, I’m
highlighting what we can change in our economy, and poverty is one of the things that
we can change.

If that matters to you, please do have a look at the playlist down below this video,
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which does include all the videos we’ve made in this Understanding Economics series.
In them, I explain how our choices can be altered so that we can take a role in making
this a better country for everyone. Tackling poverty is one of the priorities if we’re going
to do that.

Poll

[poll id="511"]

 

Page 6/6


