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Evaluating Adequacy: The Potential of Budget
Standards*
JONATHAN BRADSHAW,t DEBORAH MITCHELL$ AND
JANE MORGAN§
ABSTRACT

Since Beveridge, budget standards have been neglected in British social
policy research. Empirical effort has concentrated on developing social
indicator methods of investigating relative poverty. This paper explores
the potential of budget standards for assessing whether the scale rates
of supplementary benefit are adequate. Three applications of budget
standard methodology are presented.
INTRODUCTION

One in eight of the British population are dependent for all or part of their
income on supplementary benefits (SB). They include over two-thirds of
the unemployed, half of all single parent families, a quarter of pensioners
and a substantial minority of the sick and disabled. Is the level of benefits
payable to these people adequate? That question is the most neglected
one in British social policy research. It is also a question that has been
neglected by successive governments. In Norman Fowler's White Paper
which followed what purported to be the most substantial review of social
security since Beveridge, it was dealt with in two sentences:
There have been many attempts to establish what would be a fair rate of benefit
for claimants. But it is doubtful whether an attempt to establish an objective
standard of adequacy would be fruitful. (DHSS, 1985, p.21).

In the present political environment it is most unlikely that there winbe general agreement about a standard of adequacy. Nevertheless,
research can contribute to judgements about the scales and at the
* We are grateful for the support of the Joseph Rowntree Memorial Trust. A version of this paper
was first presented to the Social Administration Association Conference, University of York. 8
July 1986.
t Director, Social Policy Research Unit, (SPRU), University of York.
Research student, SPRU, while on leave from Department of Finance, Canberra, Australia.
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moment itit does
does not.
not. Research
Research on social security is in general
general miniscule
moment
miniscule
considering that social
social security
security takes
takes almost
almost aathird
thirdofofpublic
publicexpenditure.
expenditure.
No more than a handful of people are
are working
working on supplementary benefits
and few of them
them are
are focused on the question of
of adequacy.
adequacy. In 1984, Cooke
Cooke
and Baldwin published a review of research
research on
on the
the adequacy
adequacy of
of the
the scale
scale
rates of
rates
of SB. They
They concluded
concluded that
that there
there was no single way of
of establishing
establishing
whether they were or were not adequate
adequate but
but that
that there
therewere
wereaanumber
number
of ways
ways of
of approaching
approaching the question. One method was to use budget
standards.
standards.
The purpose of this paper is to explore the potential
potential of
of budget standards
standards
SB scale
scale rates
rates are
for examining whether the SB
are adequate.
adequate.In
Inthe
thecourse
courseof
of
are raised
this, questions are
raisedabout
aboutthe
thedirection
directionand
andutility
utilityofofthe
thelast
lasttwo
two
and a half
half decades
decades of
of research
researchon
onpoverty.
poverty.The
The relative
relativeconcept
conceptof
of poverty
poverty
has enlightened us all
all but
but the
the attempts
attempts to
to operationalise
operationaliseititininempirical
empirical
research have
research
have had
hadvery
very limited
limited impact
impact on
on policy.
policy. To have more impact
on the policies of the Government
Government perhaps
perhaps we should return, not to
minimum subsistence
minimum
subsistence concepts,
concepts, but
but to
to the
the budget
budget standards
standards approach
approach
used by Rowntree,
Rowntree, Beveridge
Beveridge and
and Piachaud,
Piachaud, and
and still
still used
used in
in the
the US,
US,
Canada and
Canada
andmany
many European
Europeancountries.
countries.
ORIGINS OF
ORIGINS
OF BUDGET
BUDGET STANDARDS
STANDARDS
METHODOLOGY
METHODOLOGY

poverty research
research employed budget standards.
standards. John
The pioneers of poverty
John
Veit-Wilson(1986)
(1986)has
has told
told us
us to
to be
be wary
wary of
ofdescribing
describing Rowntree's
Rowntree's
Veit-Wilson
of poverty
poverty as
as aa purely absolute measure. However, in his
definition of
of primary
primary poverty
poverty in
in 1899
1899 at
at least, Rowntree drew on the
definition of
nutritional studies
nutritional
studies of
of Atwater and formulated aa diet
diet which
which was required
required
to maintain physical effort. He then priced the components of this diet
and added
added elements
elements for housing derived from descriptive budget studies
and minimal expenditure on clothing. Veit-Wilson
Veit-Wilsonhas
has pointed
pointed out
out that
that
Rowntree's definition of
of poverty
poverty was
was broader
broader than his minimum
minimum subsissubsistence concept and even his subsistence budget standard
standard included
included compocomponents that were not strictly necessities. Certainly
Certainly in
in Rowntree's
Rowntree's later
later
studies in 1936 and 1950 money was added to cover radios,
radios, books,
books,
newspapers, beer,
beer, tobacco,
tobacco, presents
presentsand
andholidays.
holidays.
The calculations made by Beveridge for his report in 1942 (Beveridge,
1942) were based on similar
similar methods
methods to Rowntree and indeed Rowntree
acted as
as an
an adviser
adviserto
tothe
theenquiry.
enquiry.Beveridge's
Beveridge's assistance
assistancescales
scaleswere
were
based on minimal dietary requirements
requirements plus
plus allowances
allowances for
for clothing,
clothing, fuel
fuel
and other
other household
household costs.
costs. Beveridge's
Beveridge's assumptions were informed by
some rather
rather thin
thin data
dataderived
derivedfrom
from aaMinistry
Ministry of
of Labour
Labour survey
survey of
of the
expenditure of the working
working classes.
classes. According
According to
to Deacon
Deacon (1982) the
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National Assistance Board rates set in 1948 were not entirely derived
from Beveridge's work. In particular, a new diet based on the work of
Schulz (1943) was used. However, this diet was derived from Rowntree's
' human needs' standard and the approach used by officials was certainly
based on budget standard methodology.
Those scale rates have risen since 1948 first as a process of incremental
drift then more explicitly in line with earnings or prices. Since 1979 they
have been formally linked to movements in the retail price index (RPI)
(though in fact they have done rather better than that). Since 1948 the
scale rates have more than doubled in relation to the RPI though there
is considerable evidence that the RPI is not a good indicator of movements
in the living standards of claimants (Godfrey and Bradshaw, 1983). In
comparison with gross earnings the scale rates have more or less kept
their value though there has been a small improvement in comparison
with net income.
THE RELATIVIST CRITIQUE

As we all know, poverty went underground in the late 1940s and 1950s
and when it emerged in the early 1960s it emerged with a new
conceptualisation—recast as relative deprivation. There is no doubt of
the value of the relative concept of poverty. It has helped us to understand
the meaning of poverty within affluent industrial economies and between
western and third world countries. It has also helped us to evaluate ideas
about the culture of poverty and transmitted deprivation and directed
attention to the structural causes of poverty and to inequality.
The advocacy of the relative concept was accompanied by a vilification
of the subsistence concept:
The subsistence concept seemed too static, somehow locked up in the distant
youth of the grand parental generation (Townsend, 1970, p.x).

•e
el
)y
le
le

The attack on the subsistence approach in the 1960s was largely
focused on the scientific pretensions of budget standard methodology.
Townsend and Abel-Smith condemned the value judgements they saw
clothed in objective criteria of the primary poverty definition developed
by Rowntree and employed by Beveridge (Abel-Smith and Townsend,
1965). It was argued that it was an inappropriate method for defining
poverty because it was based on a range of physical needs that actually
had an ideological rather than a scientific basis. Needs consist of more
than just the physical necessities of life—the poverty level was too harsh,
mere physical efficiency was not enough, and poverty also had a social
meaning. Thus at an international conference on poverty in 1967, Rein
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concluded that ' almost every procedure
procedure in
in the
the subsistence
subsistence level
level definition
of poverty
poverty can
can reasonably be challenged'
challenged' (Rein,
(Rein, 1970, p.61).
It was Townsend
Townsend who,
who, in
in almost
almost aa lifetime's
lifetime's work,
work,has
has been
been the
the
principal elucidator
principal
elucidatorof
of the
the relative
relativedefinition
definition of
of poverty.
poverty. That work is still
continuing both conceptually—in
conceptually—in aa distinction between
between relative
relative deprivation and poverty in this issue of the Journal—and
Journal—and empirically in a new
survey funded
funded by
by the
the former
former GLC
GLC(Townsend,
(Townsend,1986).
1986).
Townsend was
Townsend
was never
never less
less than
than ambitious. He did not rest at defining
poverty, he also sought to measure it and
and apply
apply itit to
to policy.
policy. He argued
argued
that the SB rates were too like Rowntree's concept based on subsistence
ideas and
and not
not on
on how
how people actually
actually lived.
lived. In his view the Government's
minimum subsistence
subsistence standard
standard but a
poverty line should not be a minimum
minimum participation
participation standard.
standard. He
minimum
He claimed
claimed boldly
boldly that
that '' poverty
poverty can
can be
be
objectively and
and applied
applied consistently
consistently only
only in
in terms
terms of
ofrelative
relative
defined objectively
of poverty
poverty
deprivation' (Townsend, 1979, p.1). Townsend's major study of
set out among other things to operationalise
operationaliseand
anddefine
definethe
thecustomary
customary
life style of
of Britain
Britain in which
which even
eventhe
thepoor
poor should
should participate;
participate; to estimate
the number falling below this ; to find the income
income point
point at
at which
which
participation decreased
participation
decreasedrapidly;
rapidly;and
andtotoestimate
estimatehow
howmuch
muchthe
theSB
SBpoverty
poverty
line would have to be increased to prevent people falling below the
minimum participation
minimum
participation line.
He operationalised
operationalised relative
relativedeprivation
deprivationby
byusing
usingaalist
listof
of60
60indicators.
indicators.
By correlating
By
correlating non-participation
non-participationwith
with income
income and
and demographic
demographiccharaccharacteristics he was able
able to
to find
find aa deprivation
deprivation threshold
thresholdwhich
which varied
variedbetween
between
102 and 133 per
per cent
cent of
of the prevailing
prevailing rate
rateof
of SB
SB for different family
family
These results
results were subsequently
subsequently validated
validated by
by Desai
Desai (1986) using
types. These
regression analysis
regression
analysis though
though the
the argument
argumentgoes
goeson
onin
inPiachaud's
Piachaud'spaper
paperinin
Journal.
this Journal.
Townsend's results, like Rowntree's before him,
him, were
were much
much misrepremisrepresented and misunderstood. Critics
Critics questioned
questioned whether
whether the
the deprivation
deprivation
index bore any necessary relation
relation to
to income
income or
or need.
need. Critics
Criticscould
couldnot
not
understand the
understand
the value
value of
of the index if 10 per cent of the largest income
earners in
earners
in Townsend's
Townsend's study lacked five or more of his deprivation
indicators—enough to be included amongst the poor. Piachaud
Piachaudconconcluded that Townsend's style of
of living
living approach
approach was ' of no practical
practical
value whatsoever as an
an indicator
indicatorof
of deprivation'
deprivation'(Piachaud,
(Piachaud,1982).
1982).
A more
more recent
recent major survey of
of poverty
poverty conducted
conducted for
for Thames
ThamesTeleTeleA
Townsend's method
method by
byestablishing
establishing indiindivision refined and extended Townsend's
cators of
cators
of minimum
minimum living
living standards
standards on the basis of a public consensus
(Mack and Lansley, 1985). This
This study
study offers
offersaa more
more democratic
democratic reprerepresentation of deprivation and
and also
also distinguishes
distinguishes between
between those
those indicators
indicators

9
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of deprivation that families did not have and those that they did not want.
However, the index is still not a very useful vehicle from which to view
the SB scale rates, or rather it is difficult to use their indicators to bring
life to what living on SB means.
BACK TO BUDGET STANDARDS

The debate about the conceptualisation of poverty has tended to be
characterised as being between the absolutists, who equate need with the
physical necessities of life and use methods based on static and
normatively defined budgets, and the relativists who emphasise social
needs and rely on behavioural studies and survey data. Such character -'
isations are caricatures: the social indicator methods employed by )
relativists even when using social consensus methods involve a ve r
considerable use of normative judgement, and we have been misled in
associating the budget standards approach with static minimum subsistence concepts. Social needs can be represented in budgets. As Aronson
(1984) has pointed out, budget standards were first introduced in an
attempt to get away from minimum nutrition-based criteria. Translating
nutritional standards into a basket of goods inevitably introduces social
needs. The preoccupation with the social indicator methods employed in
the relativist research has resulted in the neglect of budget standards
methodology in Britain. The basket of goods Rowntree developed for his
primary definition is very far from the sophisticated budgets used in many
other countries, both in aspiration and methodology.
Although budget standards are derived from a basket of goods and
services and although normative judgements of technical ' experts' from
a variety of fields including nutritional science and domestic economy
are still used, these are increasingly supplemented by legal and government standards and by evidence derived from expenditure and consumer
surveys. Drawing up a budget standard inevitably involves judgements—
judgements about what items should be included, about the quantity of
items that are required and about the price that should be fixed to the
items. In each case these judgements can be tempered with survey data.
The USA has the longest sustained tradition of budget standards work.
Congressional concern for the condition of women and child workers
stimulated construction of the first federal budget by the Bureau of Labor
Statistics (BLS) in 1909. During the depression years the Works Progress
Administration prepared budgets to help determine how much to pay
workers on work relief. In 1946, the BLS were commissioned by Congress
to find out what it costs a worker's family to live in the large cities in
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the US' (Bureau of Labor Statistics, 1948, p.3). The resulting report
report
provided a comprehensive budget which was indicative of the expenditure
required for
required
for '' aa level
level of
of adequate
adequate living
living to
to satisfy
satisfy prevailing
prevailing standards
standardsofof
what is necessary for health,
health, efficiency,
efficiency, the nurture of children and
and for
for
participation in
participation
in community
community activities' (BLS,
(BLS, 1948).
1948). The
The budget
budget met
metaa
wide range of needs and was not narrowly
narrowly confined
confined to the basics
basics of
of food,
transport, house
clothing and housing. The expenditure items included transport,
house
furnishing, personal
personal toiletries
toiletries and
andleisure
leisureactivities
activities(BLS,
(BLS, 1948).
1948). This
This was
subsistence or
or absolute measure of living standards.
standards. ItIt
not a minimum
minimum subsistence
attempted to reflect a range
range of
of '' contemporary
contemporary necessities'.
necessities'.In
In1969,
1969,
Lower and Higher budgets were added
added to
to the
the Intermediate
Intermediate budget.
budget. The
The
BLS published
BLS
published budgets
budgets for
for aa four
four person family
family headed
headed by
by aa prime aged
working man and a retired
retired couple,
couple, budgets
budgets for
for other
otherfamily
family types
types being
derived using equivalence scales. The budget work of
of the
the US
US Bureau
Bureau of
of
Labor Statistics was abandoned
abandoned as
asaaresult
resultofofbudget
budgetcuts
cutsby
bythe
theReagan
Reagan
administration in
administration
in 1982.
1982. A
A number of cities in the US
US and
and Canada
Canada
continue to maintain their
their own
own budget standards.
standards.The
The Community
Community
Council of Greater
Greater New
New York
York maintained
maintained their own variant of the BLS
BLS
budget until 1985 (Community
(Community Council
Council of
ofGreater
Greater New
New York,
York,1986).
1986).
The Nebraska Department of Social Services has recently published a
minimum cost
cost of
ofliving
livingfor
foraawoman
womanwith
withthree
threechildren
childrenusing
usingvery
very
minimum
(Love, 1986).
1986). The
Thecity
cityofof
detailed specifications of items in the budget (Love,
Toronto has maintained
maintained aa detailed
detailedbudget
budgetsince
since1939
1939(Social
(SocialPlanning
Planning
Council, 1981).
Budget standards
standards have
have four
four different
different uses (Watts, 1980). ,
1. They can provide standard of living norms for a given family type.
type.
2. They
They can
can be used to derive standardised
standardised comparisons
comparisons of
of living
living
standards
standards (equivalence
(equivalence scales)
scales)for
fordifferent
different family
family types.
3. They
They can
can be used to compare living standards
standards over
over time.
time.
4. They
They can
can be used to compare living standards
standards between
between areas.
areas.
In practice they have been used more for evaluating
evaluating policy
policy and
and examining
examining
standards than
standards have
living standards
than guiding
guiding policy
policy making.
making. Budget standards
have
fix the
the levels
levels of
ofonly
onlyrather
rather minor
minor benefits,
benefits, such
such as
as
tended to be used to fix
parental contributions
computing parental
contributions to
to student
student grants.
grants.Where
Wherebudget
budget
standards have
standards
have been
been used
used at
atstate
stateor
orlocal
localgovernment
governmentlevel
leveltotodetermine
determine
family needs
needs for
for public
public assistance,
assistance, both the standard
family
standard and
andthe
theproportion
proportion
of the standard
paid have
have been
been variable
variableproportions
proportionsofofthe
thelower
lowerbudget
budget
standard paid
standards (Caro
standards
(Caroand
andGreen,
Green,1985).
1985).
BLS
There has been considerable
considerable criticism
criticism of
of the
the methodology
methodology of the BLS
standard. An
standard.
An expert committee headed by Professor Watts (1980)
concluded that it was impossible to derive an authoritative
authoritative standard
standardfrom
from
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technical specifications of need based on the judgement of experts. They
recommended that the fixed list of commodities used in the BLS should
be replaced by family budget standards based on expenditure data. They
justified this firstly on theoretical grounds—in a society whose general
living standards are well above subsistence, norms of living are inherently
relative and imprecise and therefore better represented by how people
live. Second, there are practical arguments—budget standards based on
basket of goods methodology in practice tend to be based on expenditure
data—why not then rely entirely on the more up to date, more easily
updated and less complicated technique of expenditure analysis? The
Watts Committee proposed that median expenditure should provide the
'Prevailing Family Standard' providing full opportunity to participate in
contemporary society and the basic options it offers. It is moderate in the
sense of lying both well above the requirements of survival and decency
and well below the levels of luxury as generally understood' (p.viii). In
addition they defined a ' Social Minimum Standard' which was half the
median expenditure and in the judgement of the committee provided a
standard that lies in a boundary zone below which social concern has
been traditionally and properly directed to potential issues of deficiency
and deprivation' (p.viii). In addition there was a 'Lower Living Standard'
at two-thirds of the median which 'represents a level below which it is
increasingly difficult to obtain what Americans regard as an acceptable
standard of living' (p.ix) and the ' Social Abundance Standard' at 50 per
cent above the median 'that marks progress significantly beyond the
ordinary into expenditure levels that afford choices in the luxury
categories of consumption' (p.ix). The level of median expenditure is
remarkably close to the BLS Intermediate Budget Standard. However, the
Watts Committee's expenditure based standards were largely arbitrary.
Nevertheless, it was suggested that they could be strengthened and
adapted by eliciting public conceptions of norms using methods discussed
by O'Higgins (1980).
EMPIRICAL ACTIVITY

There is no one method or application of the budget standards approach,
and to illustrate some of the potential the rest of this paper will examine
three distinct kinds of empirical activity we have been pursuing in the
last couple of years.
I. Translating the New York budget standard

The New York Community Council (NYCC) has been producing their
own variant of the BLS budget for some years. The version of the NYCC
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TABLE1.1. Purchasing
Purchasing Power
PowerParities
Paritiesfor
forUSA
USAand
andUK
UK(1981)
(1981)
TABLE
Consumption item
item

US
(US $)

UK
(UK £)

Food, beverages,
beverages, tobacco
tobacco
Clothing and footwear
Fuel and
and power
power
Household equipment and operation
operation
Transport and
Transport
and communication
communication
Recreation and
and education
education
Miscellaneous goods and services

0.975
0.871
1.038
0.821
0.732
1.067
1.145

0.550
0.469
0.518
0.552
0.615
0.482
0.549

Source: Hill, 1984

budget we used was for 1981 (NYCC,
(NYCC,1982).
1982).We
Wewanted
wantedtotosee
seehow
howthis
this
budget standard
standard compared
comparedwith
with the
the SB
SB scales
scales for
for different
different family types.
types.
Therefore each consumption item in the NYCC's
NYCC'sbudget
budgetfor
for1981
1981was
was
translated
translated from
from $$ to
to ££ using
using purchasing
purchasingpower
powerparities.
parities.
Purchasing power
Purchasing
power parities
parities(PPP)
(PPP)are
arecalculated
calculatedbybyOECD
OECD(Hill,
(Hill,1984)
1984)
to enable aa comparison
comparison of
of the
the prices
prices of
of the
the same
same commodities
commodities in different
countries. Thus in Table 1 below a defined basket of
of food
food items
itemscosting
costing
$97.50 in the US could be purchased in the UK for around
around £55.00.
£55.00. PPPs
PPPs
are, in
are,
in comparison
comparison with
with exchange
exchange rates,
rates,aasuperior
superiormeans
meansofofconverting
converting
a personal
personal market
market basket
basket of
of goods
goods and
and services.
services. Exchange
Exchange rates
ratesdepend
depend
which
on many factors (not least the behaviour
behaviour of
of the money markets) which
bear no
bear
no relation
relationto
toactual
actualcommodity
commodity prices
pricesin
inindividual
individualnational
national
markets. The availability of different
different PPPs
PPPs for each
each commodity
commodity group
allows us to convert the New
New York
Yorkbudget
budgetstandard
standard into
into UK
UK terms
terms item
item
by item.
item. Thus,
Thus, the
the food
foodbudget
budgetisisconverted
convertedseparately
separately from
from the
the clothing
clothing
budget and aa more
more accurate
accuratecost
costininUK
UKterms
termsisisobtained.
obtained.In
In1981
1981the
the
budget standard
standard converted
converted by
by PPPs
PPPsfor
foraafamily
familyof
of four
four was
was £5.25
£5.25 more
more
than the exchange rate
rate conversion.
conversion. (In
(In 1984
1984 itit was
was £28.71
£28.71 less!)
less!)
Having translated
translated the
the budget
budget itit was
was compared
comparedwith
with the
the SB
SB rates
rates
payable. Table 2 compares
compares the
the NYCC
NYCC lower budget standard with the long
and shows
shows that
that the budget is higher than SB scales for
term scales of SB
SB and
family type,
type,but
butmuch
muchhigher
higherfor
forfamilies
familieswith
withchildren.
children.Table
Table33
every family
compares the implied equivalence scales (single person
person ==100)
100)for
forthe
the
NYCClower
lower budget
budget standard
standard and the SB
scales and shows the (now
(now
NYCC
SB scales
familiar) picture
picture that
that the
the SB
SB scales
scales treat
treatpensioners
pensionersrelatively
relativelygenerously
generously
compared with families with
with children.
children.
2. Statistical techniques for fixing budget standards
standards

order to
In order
to inform
inform (and
(and reduce)
reduce) the
the normative
normative judgements
judgements of
of experts in
drawing up budget standards
standardsor
orwhere
whereno
nostandards
standardsare
areavailable
availablefrom
from
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TABLE 2. Comparison of lower budget standard with SB (1981)

Family structure
Married couple (MC)
MC with 2 children < 10 yrs
MC with 2 children 11-15 yrs
Sole parent with 1 child < 10 yrs
Sole parent with 2 children < 10 yrs
Retired MC
Retired single (M)
Retired single (F)
Child < 10 years
Child 11-15 years
Single non-retired

Budget
standard

Long-term
SB (')

£pw

£pw

62.83
101.63
117.29
51.22
70.61
50.10
30.30
32.41
21.15
27.81
32.44

44.09
58.87
66.21
34.94
42.33
44.09
27.55
27.55
7.39
11.06
27.55

BS/LT

142
172
177
146
166
113
110
116
286
251
125

(0 The rates shown are composite rates for 1981.

TABLE 3. Comparison of budget standard relativities and SB relativities
for 1981
Family structure
Single (non-retired)
Married couple (MC)
MC with 2 children < 10 years
MC with 2 children 11-15 years
Sole parent with 1 child < 10 years
Sole parent with 2 children < 10 years
Retired MC
Single retired (M)
Single retired (F)
Child under 10 years
Child 11-15 years

Intermediate
budget standard

Supp. benefit
(long-term rate)

1.00
1.84
2.97
3.38
1.50
2.07
1.47
0.89
0.90
0.61
0.80

1.00
1.60
2.13
2.40
1.26
1.53
1.60
1.00
1.00
0.26
0.40

experts, a variety of statistical techniques have been used to fix the level
of expenditure that should be devoted to a component. These include:
(a) ' The Orshansky method' : this is based on the measure of poverty
developed by Molly Orshansky in the US (Orshansky, 1969).
Following Engel she opined that a good indicator of poverty was
when a household spent more than 30 per cent of their budget on
food. Thus data from the Family Expenditure Survey can be used to
derive a budget for each component at the point on the income
distribution when a household of a given size spends less than 30
per cent of their budget on food. There is no reason to stick to the
30 per cent figure if it is considered too stringent. In Canada the
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% of exp
expenditure
enditure

1 74

Income
Figure
Figure 1.
1.

proportional approach
proportional
approachhas
hasbeen
beenapplied
appliedbybyStatistics
StatisticsCanada:
Canada:househouseholds spending more than 62 per cent of their
their income
income on ' necessities'
necessities'
(Canada,
(food, clothing and shelter) were deemed to be in poverty (Canada,
1971).
(b) S-curve analysis' (or quantity income elasticity technique): this
is derived from the observation by Engel that as income increases
increases
the proportion
proportion of
of the budget devoted to necessities decreases
decreases and
and
people replace
replace consuming
consuming more with buying the same amount but
of higher quality. The aim of
of S-curve
S-curve analysis
analysis is
is to
to try
try to
to discern
discern
inflection points—the
points—the point
point where
where the
the proportion
proportion of expenditure on
a given commodity
commodity 'turns
'turns over '—where
'—where the
the marginal
marginal propensity to
consume a particular
particular good
goodslows
slows in
in relation
relationtotoincome
income(point
(pointof
of
arrow in
arrow
in the
the diagram
diagrambelow).
below).
We have
have aa number of
of reservations
reservations about S-curve analysis. Engel's
We
original observation
way to
to quality
quality
original
observation concerned
concerned quantity quantity giving way
as income rose. Quantities
Quantities are
arenot
notavailable
availableininthe
theFES
FESand
andwe
weare
are
therefore forced to use expenditure data
data as
asaasubstitute
substitutefor
forquantity.
quantity.IfIf
way to
to quality
quality as
as income
income rises
rises there is no guarantee
quantity gives way
guarantee that
that
expenditure will 'turn over'. What we are actually
actually hoping
hoping to
to observe
observe is
is
that point on the distribution
distribution of
of expenditure where the income elasticity
of a good declines sharply, where expenditure on aa commodity
commodity gives way
to a preference
preference to
to save
save or
or spend
spend on
on other
otherless
lessnecessary
necessarycommodities.
commodities. The
The
inflection points have been described by the BLS
BLSas
as '' the
the place
place on the scale
below which
which reduction
reduction (in expenditure) meets
meets greater
greater and
and greater
greater
resistance ;; above
resistance
above which
which expansions
expansions become
become more and
and more
more limited'
limited'
(BLS, 1948,
(BLS,
1948, p.9).
p.9).
practice itit is
inflection points
points with
with conconIn practice
is also
also difficult
difficult to identify inflection
graph 11 below
fidence. For example, in graph
below it might be reasonable
reasonable to
to pinpoint
pinpoint
£8.50 per week as the budget level for fuel
fuel for
for households
households comprising
comprising
—
—
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a married
married couple
couple with
with two
two children
children under
under 10
10 years.
years.But
But where
where isis the
the
inflection point in graph 2 ??
It is possible in these difficult
difficult cases
cases to identify
identify inflection
inflectionpoints
pointsby
by
deriving the average
average or
or marginal
marginalcurves
curvesand
andthere
thereare
arealso
alsoeconometric
econometric
methods available for deriving an
an S-curve
S-curve and
and locating
locating an
aninflection
inflection
point. However, all these methods are subject to error
errorboth
bothfrom
from sampling
sampling
error and
error
andthe
theaccuracy
accuracyofofany
anyequation
equationderived
derivedtotodescribe
describethe
theS-curve.
S-curve.
In general
general we
we found it possible to derive an inflection point in S-curve
analysis for most household types for fuel, clothing and food expenditure.
For the
For
the other
other commodity
commodity groups it was more problematic
problematic specially
specially for
for
sizes in
in the
the FES
FES (single
(single parents),
parents), a narrow
household types with small cell sizes
narrow
range of
range
of income (female pensioners) or great
great diversity
diversity (single
(single non
non
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and NYCC
NYCCderive
derivefood
foodbudgets
budgetsfrom
fromdietary
dietary
pensioners). The BLS
BLS and
standards specified
standards
specified for
for individuals
individuals on
on the
the basis
basis of
of age,
age, sex
sex and
and occupation,
occupation,
not S-curve analysis. In the absence of comparable
comparable dietary
dietary standards
standardsinin
the UK we
we have
have used
used the
the S-curve
S-curve method.
method.
The derived S-curve budget approximates to FES averages for many of
the sample families analysed. For
For this
this reason
reasonthe
theS-curve
S-curve budgets
budgets require
require
further transformation
transformation to
to become
become poverty
poverty levels. For
For their
their Intermediate
Intermediate
budget the BLS
BLS used
used S-curve
S-curveanalysis
analysis for
for items
itemsfor
forwhich
whichno
nostandards
standards
had been formulated. Their lower budget components derived using
S-curve analysis were merely scaled down so that the resultant
resultant budget
budget
was 65 per cent of the intermediate budget. In the case
case of
of the NYCC
NYCC
budget we found
found that,
that, having excluded
excluded housing,
housing, medical,
medical, taxation
taxation and
some miscellaneous costs, their lower budget was 90 per cent of the
intermediate standard.
standard.Therefore
Thereforein
inTable
Table44we
we have
have derived
derived an
anS-curve
S-curve
poverty line at 90 per cent of the S-curve budget.
Table 4 compares the budgets produced
produced using
using the
the Orshansky
Orshansky and
and
with the
the SB
SBlevels.
levels.ItItshows
showsthat
thatthere
thereare
are some
some
S-curve techniques with
considerable differences
considerable
differences between the level of the budget obtained using
the two methods,
methods, though
though again
again in general,
general, pensioners
pensioners on
on SB
SB appear
appearto
to
be relatively better off than families with children.
3. The consumption
consumption of
of families
familieson
onSB
SB
Since the war there has
has been
been very
very little use made of the budget standards
standards
technique in British social policy. A distinguished exception
exception has
has been the
of Piachaud
Piachaud (Piachaud,
work of
(Piachaud,1981a).
1981a).In
Inhis
hisseminal
seminaland
andevocative
evocativestudy
study
The Cost of
of aa Child he assessed the adequacy
adequacy of
of the scale
scale rates
ratespayable
payable
for dependent children by drawing up aa schedule
schedule of
of the requirements
requirements
lifestyle. In
In another
another
necessary to maintain
maintain aa modest
modest modern
modern minimum
minimum lifestyle.
paper he
paper
he used
used aa rather
ratherdifferent
differentmethod
methodtotoexamine
examine the
the purchasing
purchasingpower
power
of unemployment
unemploymentbenefit
benefit(Piachaud,
(Piachaud, 1981b).
1981b). We
Wehave
haveemployed
employedaa
development of
development
of his
his method
methodto
toexamine
examinethe
theconsumption
consumptionofoffamilies
familieson
on
SB. Like
SB.
LikePiachaud
Piachaud we
we employ
employaa basket
basket of
ofgoods
goodsbut
butthat
that basket
basket is
is
constrained by
constrained
by what people actually
actually spend
spend their
their money
money on. We have
taken a standard
standardfamily
family (a
(a couple
couple and
andtwo
two children
childrenaged
aged55and
and10)
10)
receiving supplementary benefit. The level
level of
ofincome
incomechosen
chosenwas
was£74.88
£74.88
or 110 per
per cent
cent of
of the ordinary
ordinary SB
SB scales
scales in
in February
February1986.
1986.The
Thelevel
level
chosen was rather
rather higher
higherthan
thanthe
thescale
scalerates
ratesbecause
becauseofofevidence
evidence(Millar,
(Millar,
1985) that on average
average recipients
recipientsof
of SB
SB have access
access to
to more
more resources
resources
than just the basic
basic rate
rateof
of benefit—these
benefit—these include additional
additional requirements,
requirements,
gifts, borrowing, dissavings and income from disregarded
disregarded part
parttime
time work.
work.
The expenditure of
of the
the family
familyisisthen
thenconstrained
constrained using
using data
data on
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TABLE
TABLE5.5. Weekly
Weekly expenditure
expenditure(less
(lesshousing
housingcosts)
costs)devoted
devotedtotoeach
each
commodity group
February
commodity
group [two
[two adults
adults and two children]. February
1986.
Family on SB
SB
FES expenditure code Commodity
Commodity

6
7-11
12-43
44-46
47-49
50-59
60-67
68-76
77-82
83-93
94

Housing repairs
repairs
Fuel
Food
Alcohol
Tobacco
Clothing and footwear
Durable household
Durable
household goods
goods
Other goods
Transport
Transport
Services
Miscellaneous

p
0.82
11.46
30.50
2.47
6.59
3.55
3.13
5.69
4.40
4.78
0.45

Average Family*

p
5.89
12.26
45.20
8.69
4.95
16.64
19.56
16.53
30.46
25.04
1.47

'This estimate is derived by taking the average household expenditure for all households with two
parents
parents and
and two
two children
children given
given in
in the
the FES
FES 1984
1984 and
and increasing
increasingexpenditure
expenditureby
bymovement
movement in the
February 1986.
RPI between July 1984 and February
1986. Because
Because earnings
earningshave
havemoved
moved ahead
aheadof
ofprices
pricesover
over
that period
period this
this is
is likely
likely to underestimate the actual
actual average
averagehousehold
householdexpenditure
expenditureininFebruary
February
1986.

of this
this type
type in
in the
the Family
Family Finances
Finances Survey
Survey (FFS)
(FFS) 1978/79.
1978/79. This
This
families of
survey was of
of an
an enhanced sample of low-income
low-income families
familieswith
withchildren
children
and contained
contained 76
76 couples
couples with
with two children under
under 11
11 on
on SB.
SB. This is not
a large
large number
number but
but aaconsiderably
considerablybetter
betterbase
basethan
thanthe
theFamily
Family
Expenditure Survey
Survey (FES)
(FES) which
which for
for example
exampleonly
onlycontained
contained23
23such
such
families in 1982. The
The FFS
FFS like
like the
the FES
FES classifies
classifies expenditure
expenditure into
into 94
94
separate
separate items.
items. The
The proportion
proportion of
of the
the families'
families' total
total expenditure
expenditure on
on each
each
of the items
items (excluding
(excluding housing
housing costs)
costs) in
in the
the 1978/79
1978/79 FFS
FFS was
was applied
applied
family income
income of
of£74.88
£74.88in
inFebruary
February 1986 to derive a budget for
to the family
family. The
The results
results are
are summarised in Table 5 which also provides
the family.
an estimate of the average
average household
household expenditure
expenditure of
of families of the same
type.
next stage
stage of
of the
the analysis
analysis was to translate
translate the
The next
the budget
budget into
into aa
example the
the £30.50
£30.50 spent
spent
specification of goods and services. Thus for example
on food was translated
translated into
into aa basket
basket of
of goods
goods that
that constituted
constituted one
one week's
week's
menus. These
These menus
menus were
were subjected
subjected to
to aa computerised
computerised dietary
dietary analysis
of nutritional adequacy
adequacy and
and were
were found
found to
to be
be deficient
deficient by 6500 calories,
calories,
low on fibre, high on salt and fat and
and deficient
deficient in iron
iron despite
despite the
the fact
fact
food contained
contained only
only the
the cheapest
cheapest lines available (at
the basket of food
(at Tesco's
Tesco's
supermarket, Barrow)
Barrow) and
and made
made no
no allowance
allowancefor
forwaste.
waste.Nevertheless
Nevertheless
we found
found that
that food
food expenditure
expenditure was
was being
being sustained
sustained at the expense of
of
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TABLE6.6. Clothing budget for mother
TABLE

Ep

Expected
lifetime
in weeks

39.95
9.99
39.98
1.65
16.99
3.60
4.50
7.88
9.99
9.99
17.98
9.99
2.99
2.99
9.99

780
520
260
10
78
52
520
260
520
520
208
520
520
52
520

Price
Number

Garment

I
1
2
4 pairs
pairs
pair
1 pair
3 pairs
pairs
1
2
1
1
2
1
1 pair
pair
pair
1 pair
1

Coat
Sweater
Dress
Tights
Shoes
Knickers
Petticoat
Petticoat
Bra
Nightdress
Skirt
Blouses
Swimmingcostume
costume
Swimming
Gloves
Slippers
Handbag
Handbag

Total cost

Cost plw
in pence

5.1
1.9
15.4
16.5
21.8
6.9
0.9
3.1
1.9
1.9
8.6
1.9
0.6
5.8
2.0
94 pence

other items in the budget. Thus for example
example the
the mother
mother spent
spent 94p
94p per
per
week
week on
on clothes
clothes and
and shoes. In Table 6 we
we have
have drawn
drawn up a wardrobe
wardrobe
based on this level of expenditure. The results are absurd.
absurd. She
She can
can afford
afford
one coat lasting
lasting 15
15 years,
years, one
one nightdress
nightdresslasting
lasting10
10years,
years,one
onebra
braevery
every
five years,
years, one dress every five
five years,
years, three
three pairs of knickers every year,
five
pair of
one pair
of shoes every one and aa half
half years
years and
andaahandbag
handbagevery
every10
10
years. The number and range
range of
of items
items may be feasible but the lifetimes
lifetimes
are not.
are
not. This
This mother must be reducing her
her clothing
clothing expenditure
expenditure by
by
of clothes
clothes already
already in stock, restricting their
prolonging the lifetime of
their
variety, reducing the number of items, making
making her
her own
own clothes
clothes or,
or, most
most
likely,
likely, purchasing
purchasing clothes at jumble sales.
The full
full budget
budget of
of this
this family
family(and
(andalso
also aa single
single parent)
parent) is described
more fully
fully elsewhere
elsewhere (Bradshaw
(Bradshaw and Morgan, 1987). It shows that the
hying standards
standards of
of families on SB, particularly those on the ordinary
ordinary rate
rate
of benefit, is harsh : the food component is short on calories
calories and
and even
even that
that
diet is only achieved with
with the
the most
most determined
determined of
ofself
selfcontrol
controlin
in
purchasing
purchasing only
only the cheapest
cheapest items
items and
and avoiding
avoiding all
all waste.
waste. Furthermore,
Furthermore,
We
it is achieved at the expense of expenditure on all other commodities. We
with clothing
clothing but
but in
in addition
addition the family
family cannot
cannot afford
afford
have shown this with
a holiday away from home-only
home-only aa day outing a year-cannot
year-cannot afford
afford
a newspaper every day and has
has no
no money
money for books and magazines, never
go to the cinema, cannot afford to buy bicycles or run aa car,
car,cannot
cannot
maintain aa garden,
garden,can
canafford
affordone
onehaircut
haircutaayear,
year,and
andsosoon.
on.
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Adequacy
Adequacy is
is aa relative notion. In contrast
contrast with
with the purchasing
purchasing power
of families
families in
in the
the Third
Third World
World this
this family
familyisisrich.
rich.IfIfthe
thepoverty
povertystandard
standard
is to be based on minimum
minimum subsistence—a
subsistence—a budget
budget for
for mere
mere physical
physical
efficiency—thenthe
thescale
scalerates
rates are
are excessive.
pensioner living
livingon
onaa
efficiency—then
excessive. AApensioner
income and
and remembering the standard
standard of
they were
were
limited income
of living when they
bringing up children
children may
may also
also feel
feel no particular
particularconcern.
concern.Critics
Criticswill
will
identify
identify elements
elements in
in the
the budget
budget that
that they
they think
thinkare
are unnecessary
unnecessary or wasted
expenditure particularly
particularly alcohol
alcohol(enough
(enoughfor
forlittle
littlemore
morethan
thantwo
twopints
pints
of beer a week), and cigarettes
cigarettes (( seven
seven per
per day).
day). However,
However, even if these
reallocated itit would
items were reallocated
would make little difference to the generally
lifestyle depicted
depicted by
by the
the budget,
budget, and
and as
as can be seen in Table 5, the
bleak lifestyle
fuel and
and tobacco is considerably
expenditure on all components except fuel
less than the average.
average.
CONCLUSION
CONCLUSION

It would be wrong to claim too much
much for
for budget standards methodology.
There will be arguments about
about the
the components
components of a modern budget
standard
standard just
just as
asthere
therewere
wereabout
aboutRowntree's
Rowntree'sstandards.
standards.The
Thequality
qualityofof
people's lives cannot be completely represented by the goods they
consume. Budgets
Budgets cannot
cannot represent fringe benefits, wealth and the
of unmarketed
unmarketed public
public and
and private services. Neither can aa
consumption of
how goods
goods are
are consumed variously within
within households.
households.
budget show how
standards are
However, budget standards
arecapable
capableofofincorporating
incorporatingelements
elementsconconcerned with social participation
participationand
andcan
canrepresent
representaameasure
measureofofrelative
relative
deprivation.
Rowntree used his minimum
minimumsubsistence
subsistenceconcept
conceptof
ofprimary
primarypoverty
poverty
altering the
the debate
debateabout
aboutthe
thecauses
causesofof
as aa device for opening up and altering
poverty. It is possible that the resurrection
resurrection of
of 'midget
'midget standard
standardmethomethodology in the analysis of living
living standards
standards in the UK could lead to aa more
more
considered review of the way we
we treat
treat the seven million
million people
people in
in the
the UK
UK
dependent on SB.
SB.
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