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Since this government was elected, average household incomes have 
plummeted. For some of my members, take home pay has dropped 
20% in real terms as a result of pay constraint and additional pension 
contributions.

Wages were falling before this government came to office, and were falling 
even before the recession with inflation outstripping pay rises. In fact, if you 
judge it by workers’ share of economic output, then the wage squeeze began 
over three decades ago.

When the government’s own data shows 80% of households were worse 
off last year, then talk of a recovery seems pretty hollow.

For people on out of work benefits the picture is grim too, with £30 billion 
of cuts attacking people’s living standards, sending thousands more into 
poverty, and forcing people from their homes.

Research by my union shows unemployment benefit was worth 28% of 
average earnings in 1967. Today jobseeker’s allowance is worth just 13%.

But it’s not bad news for everyone. If you happen to be a chief executive of 
one of the UK’s biggest companies then your annual pay increased by 14.6% 
to £4.7 million on average.

For the 1,000 wealthiest Britons times are good too – their collective 
wealth increased by £70 billion in the last year alone. To put that 
astronomical figure in context, it’s enough to give every working person in the 
UK a £2,000 pay rise.

If you follow the money it doesn’t lead to low paid migrant workers or 
people on welfare, but to the bosses refusing you a pay rise and hiding their 
money offshore.

As Mahatma Gandhi said, “The world has enough for everyone’s needs, 
but not everyone’s greed.”

Don’t let them tell you the money isn’t there. It is. The only question is 
who gets it: those in need or those in greed. I know which side the TUCG is on.

Foreword

Mark Serwotka
General Secretary, PCSST
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This TUCG pamphlet forms the first instalment of a two-part series looking 
at the scale and extent of the “cost of living crisis”. In this booklet we will 
look at the factors which have been contributing to great squeeze on the 
real incomes of the majority of earners, particularly after housing costs 

have been factored in. Falling real earnings, attacks on benefit incomes and the 
cost of renting against the backdrop of the increasing unaffordability of home 
ownership have made for a dramatic collapse in the real value of our incomes. 

An accompanying booklet will look at the pressures of the rising costs 
of the other forms of household expenditure in a context of rising prices for 
essential goods, as measured by the new “Real Britain index” index, which 
has been commissioned by the TUCG along with PCS and Unite and is 
being produced by the New Economics Foundation. This will look at those 
costs that are not 
exactly discretionary 
purchases – travel, 
utility bills, childcare 
and the like – which 
having been clawing 
more and more 
from our falling real 
incomes.

Taken together, 
these TUCG booklets 
will also put forward 
a series of radical 
policy options which 
government could 
implement were it 
to make action on 
the cost of living for 
working people its top priority, rather than assume that the best we can do is 
make tinkering adjustments within the limits of an austerity agenda. Rather, 
these options point to the need to tackle the structural and systemic pressures 
responsible for the rising cost of living, and for a radical transformation of the 
economy in order to put the needs of working people before the interest of 
private profit. There are also some links to a number of campaigning groups 
doing valuable work in organising in our communities to highlight the pressures 
people are facing. 

About this booklet

Striking public sector workers 
demonstrating in Trafalgar 
Square against the pay freeze
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1 Introduction

No feelgood factor from “recovery”

After the deepest, most prolonged recession since modern records began over half a century 
ago1, the British economy is finally beginning to experience signs of recovery, despite the 
needless delay brought on by the strangulating effect of austerity measures. However, 
even by the first quarter of 2014 the economy had still not returned to its size before the 
2008 financial crisis hit, having seen gross domestic product (GDP) hit by 7.2%2 and official 
unemployment figures reaching 2.7 million at the depth of the recession.3

Notwithstanding the best efforts of David Cameron and George Osborne to talk up their 
economic “success”, the modest recovery has not been generating much of a feelgood 
factor. Even Bank of England governor Mark Carney has warned that the modest recovery 
seen so far might be vulnerable to a bursting of the house price bubble that the government 
has helped to inflate using policies like “Help to Buy”. In any case, trends in the headline 
rate of GDP are not much consolation to families who find that they are priced out of home 
ownership and forced to live as part of “Generation Rent”. Neither does it do anything to 
justify the vast disparities of wealth that exist in our society, in which the assets of the richest 
1% exceed that of the poorest 55% of the population.4

At the same time, the Trussell Trust charity, which provides emergency food aid, 
reported a 163% increase in use of its food banks as financial hardship leaves families 
across the country unable even to afford such basics. Given the extent of shame that exists 
over accepting charitable help, reports of people who manage to feed themselves only by 
cutting out other essentials like heating costs or taking out costly payday loans, and the 
numbers in areas when no food bank currently operates, the real extent of food poverty 
is likely to be larger still. As we shall see, attacks on welfare benefit entitlements and the 
introduction of draconian “sanctions” have had a particularly dramatic impact on the 
incomes of the poorest in society.

Gross 
domestic 
product (GDP) 
has been hit  
by 7.2% 

Official 
unemployment 
figures have 
reached 2.7 
million



5THE GREAT PAY ROBBERY

The falling wage share

But it is not just a minority of those facing the greatest hardship who have been 
experiencing a general squeeze in their living standards. Most earners outside the super-rich 
have suffered as the percentage of total national income going to wages has been eroding 
since the early 1980s. This occurred as a result of neoliberal policies such as the attacks on 
trade unions, devastation of manufacturing industry and the rise of low-paid service sector 
jobs as an increasingly casualised labour market enabled greater exploitation. As TUC 
research has shown:

...between 1960 and 1980 the share of wages in national income fluctuated between 
around 58 and 61 percent (apart from a brief upward spike in the mid-1970s) but 
declined sharply in the early 1980s and has been below 56 percent since 1982, 
falling as low as 51 percent in the late 1990s. Meanwhile, the profit share (operating 
surpluses as a percentage of national income) rose from 24 percent in 1980 to 28 
percent in 2011. The decoupling of earnings from output is not a phenomenon unique 
to the UK but has occurred in a majority of rich nations, although to varying degrees.

At the same time that the wage share has been falling, the UK dispersion of 
earnings has been widening, with real full time earnings at the 90th percentile 
doubling between 1978 and 2008 compared with growth of only 25 percent at the 10th 
percentile (and no growth at all in the bottom half of the earnings distribution since 
2003). Overall, our research finds that the falling wage share accounts for about a third 
of the decline in median wages relative to GDP in the UK over the last 35 years, with 
the other two-thirds being accounted for by increased dispersion of earnings.5
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Overall, the experience of successive governments – first under the Thatcherite Tories 
and then New Labour – has been that a growing gulf has emerged between the rate of 
growth in the economy and the increase in workers’ wages.

Which priority? Cost of living – or pleasing the markets

Ed Miliband’s talk of a “cost of living crisis” has touched on a real sense that millions of 
people, as they find it more difficult to make ends meet, feel that the economy is run for the 
benefit of a tiny few at the top. The instance he began to focus on – the greed of the Big Six 
energy firms making billions in profit whilst bills have continued to rocket – is by no means 
an exceptional case of how our economy is structured to the detriment of ordinary working 
people. That said, Miliband’s ‘remedy’ of a two year price freeze, though not unwelcome, 
does not address the systemic nature of the problem. The energy bosses can pre-empt the 
measure with front-loaded price freezes, or could cut levels of investment in the energy 
infrastructure to ride out the temporary cap on prices whilst continuing to protect their 
profits at the consumer’s expense. 

Across the board, a similar timidity is in evidence, most notably perhaps in the failure 
thus far to commit to taking rail back into public ownership. But the problem is not only that 
opposition’s measures are insufficiently robust, but also that Labour is currently committed 
to the same fiscal straitjacket of austerity that the Tories have already announced for 
2015-16. In its desperation to appear “credible” to the City markets, Ed Balls has accepted a 
framework that runs contrary to the kind of spending priorities government would pursue 
if it was genuinely making action on the “cost of living” its main priority. How does it help 
struggling public sector workers to give them a real terms pay cut? How is it desirable to 
leave the travelling public at the mercy of a privatised rail system that has seen prices rise 
three times faster than wages?6 Or to cap overall welfare spending irrespective of the levels 
of need while doing little to stop the lavish subsidy to landlords via spiralling Housing 
Benefit costs?

Pension rip-off

If Miliband is to do more than pay lip-service to tackling the cost of living crisis he rightly 
diagnoses then he would need to, for instance, reverse the damaging attacks on pension 
arrangements introduced by the coalition parties, which mean people have been left having 
to work longer, pay more and get less back at the end of their working lives. The switch from 
the Retail Price Index (RPI) measure of inflation to the lower Consumer Price Index (CPI) 
– which doesn’t include housing costs – will mean, for example, that a lecturer in further 
education with a £10,000 pension would lose around £36,000 or more over the average (25 
year) course of retirement, while a university lecturer with an £18,000 pension would lose 
out by a colossal £65,000 over their retirement.7

The cost of the increase in the pensionable age is not just felt in financial terms, but also 
the extra years taken from a worker’s retirement – at an age when quality of life in retirement 
can be best enjoyed – to be spent slogging away at work (if you’re lucky – given the barriers 
older workers face in finding new jobs, for many these years might be spent on the dole and 
facing “sanctions” for not trying hard enough). In the case of the fire and rescue service, the 
change to the pension age will mean that firefighters will be expected to work until they 
are 60, in a job that demands high levels of fitness and physical duress that make the work 
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1 http://www.ons.gov.uk/ons/rel/gva/gross-domestic-product--preliminary-estimate/q1-2014/stb-gdp-preliminary-estimate--q1-2014.html
2 http://www.ons.gov.uk/ons/rel/gva/gross-domestic-product--preliminary-estimate/q1-2014/stb-gdp-preliminary-estimate--q1-2014.html
3 ONS figures, cited http://www.bbc.co.uk/news/10604117
4 http://www.theguardian.com/uk-news/2014/may/15/britains-richest-1-percent-own-same-as-bottom-55-population
5 Howard Reed, http://blogs.lse.ac.uk/politicsandpolicy/archives/35827
6  http://www.independent.co.uk/travel/news-and-advice/rail-fare-increases-commuters-take-a-hit-as-ticket-prices-rise-three-times-faster-than-wag-

es-9033028.html
7 http://www.ucu.org.uk/index.cfm?articleid=5211
8   www.parliament.uk/briefing-papers/sn05823.pdf 

163% 
increase in 
use of its 
food banks

unsuitable, and potentially unsafe, for people in their later years.
The cuts are worsening existing inequalities. Take the impact on women: since nearly 

40% of women’s jobs are in the public sector (compared to 15% of men’s), women have 
felt disproportionately the effect of job losses and privatisation following cuts to public 
spending. But the coalition’s attacks on pensions mean that even if hard-pressed workers 
such as carers and teaching assistants manage to keep their jobs, they will still be faced 
by a double-whammy of increasing pension contributions and reduced final payouts. The 
government was talking about public sector workers enjoying “gold-plated” pensions at 
a time when the average (mean) pension of a male local government worker was £4,200 a 
year, whilst women’s pensions were worth an average of just £2,800.8

This is because women are more likely to face age discrimination, to be employed in 
lower-paid areas of work in the public sector and to work part-time hours, perhaps because 
they are juggling a career with unpaid caring responsibilities. Women are more likely to 
feel the impact of cuts to social services provided by local authorities as essential forms 
of support are withdrawn. Women are also more likely to receive tax credits and welfare 
benefits to support low incomes, so have been particularly badly hit by the coalition attacks 
on welfare payments. But where is the party that will offer to reverse the attacks on our 
pensions, to scrap the cuts to local government and to defend social security entitlements 
to guarantee a basic minimum standard of living? What is needed is not just a strategy to 
limit further growth in inequalities, but to radically reverse this process.
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2 Pay

Rich get richer – at our expense

Britain needs a pay rise. Well, at least most of us do. A tiny handful are considerably less in 
need than others, since the average pay of a FTSE 100 company boss stands at £4.3 million, 
which even on conservative estimates works out at well over £1,000 per hour9. As newspaper 
headlines told hard-pressed workers in their first week back at work in 2014, it would only 
take these fatcat bosses until Wednesday lunchtime to pocket what it will take the average 
worker the whole of 2014 to earn. Living wage campaigners Citizens UK point out the it 
would take a full-time cleaner 13 years to earn what a top Premiership footballer earns in a 
week10. Perhaps politicians are still “intensely relaxed” about people getting filthy rich, but 
it is harder to be quite so understanding if you can’t even afford to put food on the table for 
your kids when you get home.

The UK is now the fifth most unequal of the leading 27 economies in the OECD:

This growing inequality is represented by a growing disparity between rewards at 
the top of the income distribution to low pay at the bottom. While the number of 
people being below the Living Wage continues to rise, figures from the High Pay 
Centre show that the share of national income going to the top 1 per cent of the 
income distribution has more than doubled since 1979 from 6% to 14%.11

Analysts12 have observed a growing trend towards a polarisation of the workforce during 
the 1980s and 90s, in which:

...the highest earners moved away from the middle earners and those in the middle 
moved away in turn from those at the bottom, meaning that increasing numbers 
of workers found themselves falling below the relative low pay threshold defined 

It would take a  
full-time cleaner  
13 years to 
earn what a top 
Premiership 
footballer earns  
in a week
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here as two thirds of gross hourly median pay among all employees. From a low of 
just 15 per cent of employees in 1975, the proportion of low paid workers peaked 
at 23 per cent in 1996. Since then the proportion has changed very little.13

This polarisation has further accelerated in the wake of the 2008 financial crisis, during 
which unemployment was to an extent mitigated by the creation of low-paying, temporary 
and/or part-time jobs in those sectors with the highest concentration of low-skilled work. 
There are now 5.24 million workers in Britain paid below the living wage, the independently-set 
figure which represents the minimum amount needed to enjoy a basic, but socially acceptable 
standard of living14. This represents an increase of 420,000 in the last 12 months alone.15

Falling real wages

But low paid workers are not alone in having lost out over recent decades. Our pay packets 
have taken a real hit following the financial crisis, but this has itself to be seen in the context 
of a longer-term decline in the growth of real wages, also affecting middle income earners. It 
would be wrong to see the crisis has the sole cause for the squeeze on our pay. As the Office 
for National Statistics has shown:

Annual real wage growth averaged 2.9% in the 1970s and 1980s, then roughly halved 
to 1.5% in the 1990s. The rate slowed again to an average of 1.2% in the 2000s.16

So long before the banks ran into trouble, the share of value produced in the economy 
going to labour was being squeezed, with a growing ‘decoupling’ of rates of real wage growth 
from growth in GDP throughout the first decade of the new millennium. Amongst other things, 
this reflects the marketisation of the economy, the shift from manufacturing towards a service-
based economy, and the relative weakness of the power of the trade unions.

But if growth in wages had been sluggish even beforehand, since 2009-10 nominal 
wages have failed to keep pace with the rate of price inflation, meaning real wages have 
been falling for the longest sustained period since at least 1964 and contributed to average 
incomes in 2011-12 (adjusting for inflation) being lower than in 2002-317:

... real wages fell by 2.2% per annum between Q1 2010 and Q2 2013….the recent 
episode is the longest sustained period of falling real wages in the UK on record.18

Even using the lower CPI measure of inflation, real hourly wages have fallen on average 
by 8.5% since 2009, wiping out totally the slow progress made earlier in the decade19. 
The Resolution Foundation has spoken of recent trends as representing “an unparalleled 
collapse in real wages”:

In the most accurate large-scale survey data, the median wage of UK employees 
was £23,800 in 2007-8. Five years later, it was £21,900, a fall of 7.8%. A drop of 
wages in this magnitude has not been seen before, including in recessions…20

Even with economic growth, the value of real wages has continued to fall until very 
recently. It appears we might finally see the real value of wages finally start to recover, but it 
remains to be seen if to what extent the recovery can sustain and gather momentum. Even 
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the Office for Budget Responsibility forecasts expect that we won’t get back to the level of 
2002 earnings until 2018-19, whilst analysts PwC argue that we will need to wait until around 
202021. For the last decade and a half, the same hard day at work has seen the pay packet 
most of us take home being worth less and less.

Casualisation – low paid, part-time jobs

Economists have argued that relative to the contraction of the economy, the experience of 
previous recessions might have led us to expect unemployment to have been even deeper 
and more prolonged than the UK has in fact experienced this time – but that, conversely, we 
would have expected to have seen a more rapid recovery in the level of real wages once the 
economy returned to growth. In effect, we have seen a trade-off where increasing ‘labour 
market flexibility’ – the creation of more casualised, low-paid, temporary and/or part-time 
jobs – has to an extent moved into the gap left as full-time jobs have been destroyed, at the 
cost of a squeeze on pay. Partly as a result of punitive welfare reforms which force people off 
benefits into poorly paying work, we are now witnessing a major spike in “in-work” poverty:

For the first time, there are now more people in working poverty than in out-of-
work poverty. 6.7 million of the 13 million people in poverty in the UK are in a 
family where someone works. That is 52% of the total.22

Particularly concerning is the prospect that the austerity-driven reshaping of the 
labour market was not a temporary fix whilst the economy recovered but is continuing 
to limit the share of GDP taken in wages, meaning that economic recovery alone will 
mean not necessarily be sufficient to lift people out of poverty. Instead, the trend towards 
casualisation of work can be seen in a number of recent developments. For example, 4.3 
million workers are now officially registered as “self-employed”, a rise of 15% since 2009-10. 
This is thought to have “compensated” for around 40% of job losses since the crash, without 
which unemployment would have topped 3 million.23

Bogus self-employment, zero hours contracts

Does this mean there has been an uptake of entrepreneurialism by British workers, suddenly 
confident enough to launch their own businesses? Far from it. Rather, the shift towards 
self-employment status is more a case of bosses offloading their employment overheads 
(employers’ National Insurance contributions, but also maternity pay, sick pay, holiday 
pay, pension contributions, and redundancy pay) onto the workers themselves, often also 
putting their working hours on a more “flexible” basis. 

The trend towards self-employment is related to the use of payroll companies, which are 
now widespread throughout industries like construction and rail engineering. Here, even if 
the worker continues to work for a single company, they may be transferred from pay-as-
you-earn (PAYE) status and employed instead on a contract stating they are self-employed, 
losing their rights as an employee, with a fee being deducted directly from their wages by 
the payroll company for its services. (Alternatively, the payroll company might operate an 
“umbrella company” for a particular employer, allowing them to claim back tax relief on 
the PAYE worker’s expenses in order to offset their National Insurance liabilities – a legal 
tax dodge.) Workers in these industries are frequently offered a more attractive nominal 
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hourly rate of pay, which after deductions looks distinctly less so. In an example cited by 
the RMT, a nominal rate of £9.50 an hour was translated after deductions into a rate of 
£6.19, coincidentally the then adult rate of the national minimum wage24. In addition to the 
dramatic effect on the pay and job security of the workforce, this practice is estimated to 
cost the taxpayer in excess of £1.9 billion every year.25

Workers designated “self-employed” but working for one or more companies via payroll 
companies or employment agencies are also frequently likely to be employed on a “zero 
hours” basis, where they do not know how many hours of work will be available from one 
week to the next. This can put workers in a very precarious and uncertain situation, making 
it difficult to plan ahead – both financially and more generally. The prospect of having hours 
suddenly withdrawn without notice is also used as a disciplinary tool by management, as 
well as to prevent workers from claiming entitlements such as rest breaks or challenging 
unsafe working conditions.

Government statistics show that last year 583,000 people were thought to be on zero-
hours contracts (1.9% of the workforce) – double the figure at the end of 2012. But this is 
widely thought to underestimate the extent of their use, with the Chartered Institute of 
Personnel and Development estimating just over one million workers (3.1%) were on such 
contracts in 2013.26

Not all workers on zero hours contracts are designated self-employed, and some might 
be bound by an “exclusivity clause” to work for just one company, even though it makes no 
commitment to making hours available – a situation on which even the government has 
now accepted it needs to clamp down. Nearly half (48%) of employers in the hotels, catering 
and leisure industry admitting to using the contracts, but this is not just a feature of private 
sector employment, since many public and voluntary sector workers are also working on 
them. A third (35%) of education employers and more than a quarter (27%) of health care 
employers report using zero hours contracts27. 99 out of 131 NHS hospital trusts (75%) 
responding to a Freedom of Information request confirmed they used such contracts. Adult 
social care workers are frequently employed on such a basis, and where they aren’t paid for 
travelling time between visits can end up working for less than minimum wage.

The rising use of zero hours is clearly having a chilling effect on earnings, as evidence 
presented to the Scottish Affairs Select Committee inquiry demonstrates: “20% of workers 
on zero hours contracts are paid less than their permanent equivalents doing the same job, 
5% are paid less than the national minimum wage and 6% turn up for work to find none 
available.” 28

Holding down multiple jobs

Although official unemployment figures are going down, this conceals the fact that millions 
have been have been responding to job losses and falling real wages by having taking 
multiple low-paid or temporary jobs in order to compensate. The widespread use of zero 
hours contracts is part of a wider epidemic of “under-employment”, where workers are 
unable to find enough hours to maintain their earnings.

Economists David Bell and David Blanchflower, in a study for the National Institute of 
Economic and Social Research, crunched the data and discovered that underemployment has 
risen from 6.2% in 2008 to 9.9% in 2012, with the impact especially noticeable among young 
workers29. With this degree of slack in the labour market, they consider that “even a substantial 
increase in aggregate demand is unlikely to exert significant upward pressure on real wages.” 30
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Unpaid internships

When youth unemployment hits 20% and employers prefer experienced candidates it is 
understandable that young people have been willing to take up unpaid internships in order to 
get a foot in the door. Rather than providing properly structured and paid programmes of work 
experience, employers have all too often been prepared to exploit the non-payment of young 
people by requiring them to perform duties which would otherwise be fulfilled by paid staff. 

It is illegal for private employers to use unpaid interns as though they were 
employees, meaning that they should not be required to work set hours or fulfil the same 
responsibilities for an extended period (though this does not apply to charities, voluntary 
organisations or statutory bodies, which are entitled to take on interns on a “volunteer” 
basis)31. However, unpaid internships are still widely advertised, and their exploitation is 
rife across industries like journalism, fashion design and politics. Parliament was told of 
one example where a young woman was working as an unpaid intern for a leading designer 
fashion-house:

She worked for 12 hours a day, sewing sequins on couture gowns that retailed for 
£5,000. I asked her what her terms and conditions were. She did not receive a penny 
in payment. She said, “We very often get pizza and occasionally we get shouted at.” 32

Sometimes young people will take on multiple unpaid internships without ever 
getting taken on as a paid employee. But where industries have become practically off-
limits to those who have not first served as an intern, the practice is effectively restricting 
opportunities to those from relatively affluent families who can support young people living 
for weeks or months in London without any earnings. People who do not live in or near 
London are at a particular disadvantage given the exorbitant housing costs in the capital.

Such internships are also having a very damaging effect on employment and pay rates 
in the industries where they are commonplace, since employers have no incentive to create 
properly paid positions where there is a ready army of free labour to exploit. Thankfully as a 
result of campaigns by unions like the NUJ and campaign groups like Intern Aware we have 
started to see the courts force some employers to repay wages they had illegally withheld 
from their interns. But many more interns are understandably reluctant to deter possible 
employers by taking such action. 

Workfare – modern slavery

If there is a “voluntary” element to the exploitation of unpaid interns, this cannot be said 
of the use of workfare schemes. This is where employers – including highly profitable 
companies like Marks and Spencer, McDonald’s and Hilton Hotels, together with charities 
like Barnardo’s and even some public sector bodies – put benefit claimants to work unpaid, 
with the threat of their benefits being taken away if they fail to comply. The scheme builds 
on “reforms” introduced by James Purnell under Gordon Brown’s government on the advice 
of David (later Lord) Freud, who now sits as a Tory peer and is a minister serving under Iain 
Duncan Smith. These allowed benefits to be withheld from jobseekers not deemed to be 
sufficiently active in looking to find work. The coalition then introduced Mandatory Work 
Activity, along with so-called Community Work Placements, which went one stage further 
and coerced benefit claimants into working for nothing. 
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Being coerced to work unpaid with the threat of being refused all means of subsistence 
is a modern form of slavery. The Slough office of the now-discredited Work Programme 
provider A4e was marketing “free workers” to Primark, capable of filling “20-hour jobs”. 33 
On top of the exploitation of the benefit claimants themselves, it is also often bad for the 
pay and conditions of the existing paid workforce. Workers at Holland and Barrett have 
reportedly found that, since the introduction of workfare, the availability of much-needed 
overtime has disappeared34. Bakers’ Union (BFAWU) members at Tangerine Confectionery 
were threatened with over two hundred compulsory redundancies from the company’s 
Blackpool site. However, bosses were also explaining to managers that as suppliers to Marks 
and Spencer, they were required to take on unpaid benefit claimants on workfare schemes 
as 2% of the total company workforce. This example of “job-substitution” could be just the 
tip of the iceberg.

Low pay epidemic

Zero hours contracts, workfare and unpaid internships are part and parcel of the growing 
casualisation that is levelling down pay and conditions across the board. The extent 
of poverty pay is absolutely shameful for an advanced economy and one of the richest 
countries on the planet. Last year official statistics showed that over 200,000 adults over 
21 years of age were paid less than the national minimum wage of £6.31 an hour35. In 
addition, they say that is “almost certainly under reporting of unlawful non-payment”36. This 
is especially likely to be true of incidents relating to migrant workers working in industries 
not covered by the Gangmasters’ Licensing Authority. The exact mix of those falling under 
legal exemptions (for example where workers are provided accommodation owned by the 
employer) and illegal non-compliance is not known, although the Low Pay Commission 
believes that most fall under the latter heading37. Yet the rate of successful prosecutions of 
employers for non-compliance remains extraordinarily low. 

In an answer to a written question tabled RMT Parliamentary Group member Karl Turner 
MP, Vince Cable revealed that only two employers have been successfully prosecuted for 
illegal non-payment of the minimum wage – since 2010!38 Given that the coalition has also 
axed thousands of civil servants’ jobs at HMRC – the body responsible for enforcement 
of the minimum wage – the government can hardly shift the blame to over-stretched tax 
officials. Meanwhile employers like Condor Ferries exploit legal loopholes to pay seafarers 
from outside the European Economic Area as little as £2.32 per hour on vessels working out 
of British ports, pressuring rival companies like Stena Line to look at sacking their British 
workers and implementing a “non-UK crewing model” to compete.

But to the extent that better enforcement and tighter framing of minimum wage legislation 
would clear up such cases, the problem – though especially acute for those affected – is small 
in relation to the epidemic problem of legal low pay. The Low Pay Commission’s 2014 report 
shows that 1.3 million workers (5.1%) in the UK worked in jobs that pay no more than the 
national minimum wage, currently set at £6.31 an hour (over 21), £5.03 (18-20), £3.72 (16-17) 
and £2.68 (apprentice). Since its introduction in 1997 at a level most regard as excessively 
cautious (£3.60) it has risen slightly above average earnings, ahead of inflation, but behind the 
general growth in the economy (measured by nominal GDP)39. However, since 2010 the real 
value of the minimum wage has fallen sharply. In October 2013, when taking into account RPI 
inflation, the adult minimum wage was “lower in real terms than at any point since 2003”40. 
The real value of the minimum wage is finally set to rise again when the adult rate is increased 
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to £6.50 an hour in October 2014, but this is from a historically low base.
Since the living wage – which, remember, is the minimum judged to afford workers 

a basic but socially acceptable standard of living – is presently set at £7.65 (or £8.80 in 
London, given the greater cost of living) and will increase later in the year, it is evident that 
compliance with the statutory minimum does not mean that employers are beginning 
to discharge their duty to pay workers enough to get by. Indeed, the fact that 5.24 million 
workers are paid an hourly rate which is insufficient to provide even the most basic standard 
of living is an outrage.

However, while it has become an important political reference point for campaigning 
against poverty pay, the living wage should not taken in isolation as though achieving it 
were a panacea for all ills. Getting public sector bodies to commit to paying their staff a 
minimum wage, while welcome, is undermined if they do not make this a precondition 
for procuring services that have been outsourced to the private sector. Similarly, moral 
appeals to the conscience of employers are clearly inadequate. Even where the living wage 
is granted it would not automatically lift people out of poverty. The Resolution Foundation’s 
most recent Low Pay Britain report finds that even those paid the living wage fall under the 
threshold they set for low pay, based on hourly wages below two-thirds of gross median 
hourly pay for all employees.41

Poverty trap

It could be argued that the existence of low paid jobs in the economy is not in itself so 
bad so long as people take up opportunities to move on to better paid jobs later on. But 

a fall of 15% in their take 
home pay since 2010 has 
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economists and politicians also fear the impact of mass youth unemployment across 
the EU following the financial crash will have a prolonged scarring effect on the lifetime’s 
earnings of a whole generation of young people42. Evidence also suggests that levels of 
social mobility and pay progression are often very limited, with people getting stuck on a 
permanent treadmill of low-paying work throughout their working lives. One study found:

Almost three-quarters (73%) of those who were low paid in 2002 remained on low 
pay in 2012 [while] more than two-in-five (44%) of all low paid employees over 25 
have been stuck on low pay for the previous decade... Half (51%) of those trapped 
on how pay are between the ages of 41-60. These are people who at the start of 
the previous decade, in 2002, were in the peak earning years of their lives (31-50) 
but who, despite this, were unable to progress out of low pay. This is particularly 
worrying because many, having already been stuck on low pay for a decade, have 
now reached an age where they will have limited scope for any subsequent pay 
progression throughout their careers.43

Of the study’s cohort of low paid workers in 2002, 27% had remained stuck on low pay 
throughout the decade, and a further 46% found themselves back on low pay after having 
worked at least a year in a job paying over the low pay threshold in the interim. Less than a 
fifth (18%) had now managed to escape low paid work on a sustainable basis. The existence 
of such a low pay trap only serves to highlight the lasting dangers of the post-crash 
casualisation of the labour market for the future pay trajectory of the millions currently in 
low paid jobs in the absence of radical policy alternatives.

Deliberate political choices

Unless the effects of the post-crisis reshaping of the jobs market can be reversed, we will see 
continued exploitation of workers while the bosses walk away with the biggest share of the 
profits of growth. This is no accident. As Whittaker and Hurrell comment in their Resolution 
Foundation report:

We might also point to a range of public policy choices over the past three decades 
that have eroded those labour market institutions that have done much in other 
countries to mitigate the forces bearing down on pay at the bottom of the labour 
market… while the particular incidence and composition of low-wage work in any 
given country is the result of unique patterns of production and employment, we must 
acknowledge that these patterns are shaped in part by the choices of policymakers.44

In other words, the coalition government (and indeed its predecessors to some extent) 
have deliberately chosen to turn Britain into an increasingly low pay, low skill economy, 
allowing employers to join a “race to the bottom”.

Divide and rule – public vs. private

The pay of people employed in the public sector has been “frozen” as a conscious political 
plan – to which all the main three political parties have signed up – on the basis that the 
government can’t afford to maintain the real value of the basic pay of key workers like 
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teachers, nurses, firefighters or civil servants. This has meant over a million workers have 
received a 1% pay “rise”, which means (taking inflation into account) a cut in the value of 
their wages. Once the Office for National Statistics adjusted its figures according to the 
size of employer, it emerged that public sector workers are now typically paid less than 
their long-exploited private sector counterparts45. The idea that public sector workers are 
overpaid compared to the private sector is part of a “divide and rule” strategy, pitting private 
sector workers against allegedly privileged workers in the public sector to attempt to mask 
the attack on the incomes and living conditions across the workforce.

Estimates put the loss to the average public sector worker of the four-year imposition 
of the pay freeze at £3,698, given the rate of inflation – a massive chunk out of the incomes 
of the “hard-working families” that the political parties claim to represent. Having already 
kicked away contractual entitlements to pay progression for a number of civil service 
grades, the coalition delivered a further kick in the teeth for public sector workers by 
ignoring the recommendations of the NHS pay review, to deny even the meagre 1% rise to 
people whose contracts entitled them to an incremental progression along the wage scale46. 
George Osborne talks of an economy returning to growth, but clearly he doesn’t intend 
public sector workers to enjoy the fruits of recovery. 

Performance-related pay – hidden dangers

One currently favoured mechanism for bringing market incentives into the public sector is 
to introduce a “performance-related” element into to the way individual workers are paid. 
Though he was defeated in his attempt to move from national to regional pay bargaining 
for teachers, Michael Gove nevertheless insisted on introducing a policy which authoritative 
studies (including by the OECD47) have shown has no provable effect in terms of raising 
standards in education –but does have a provably damaging impact on teachers’ morale. 

On the face of it, rewarding teachers according to the results they deliver may seem 
like a good idea. But an educational environment depends on effective teamwork and 
collaboration between colleagues. A system which incentivises individuals turns a 
school into a competitive environment, where it is against teachers’ interests to share 
best practice or encourage fellow members of staff. If is only natural that those looked 
over for performance-related bonuses are likely to feel resentment at their favoured 
colleagues. Schools will move further away from mutually supportive, collaborative working 
environments towards anxious places governed by mutual suspicion.

One of the main problems faced by teachers is that of their excessive workload: the 
sheer volume of bureaucracy, marking and preparation on top of the hours spent in the 
classroom. The idea that teachers need to be incentivised to work harder is an insult that 
flies in the face of the real issues facing the education system. Subjective assessments of 
performance are also a means by which management can intimidate teachers who might 
otherwise contemplate taking industrial action to address basic pay levels and structural 
problems. Since teachers’ productivity is hard to measure and compare, the profession 
will be increasingly geared towards hitting numerical targets such as exam grades, and 
this can produce perverse incentives to “cherry pick” students and offload difficult cases. 
Such a target-driven culture distorts educational priorities, turning schools into factories for 
churning out certain grades but losing the wider role in developing the capacities of all our 
young people. The introduction of a “payment by results” model in other public services like 
the NHS, prisons and probation services threatens similarly distorted incentives.
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Mind the (pay) gaps

While it is true that on a crude measure (not comparing workers of equivalent levels of skill 
and experience, or considering the scale of the organisations) the pay of workers in the 
public sector is still slightly ahead of average pay in the private sector, the division is seriously 
misleading. Workers in the private sector should be aware that attacks on their public sector 
counterparts are conceived as a general attempt at levelling down pay and conditions 
across the economy. The public/private distinction is in any case increasingly being eroded 
by privatisation and outsourcing, which has seen some of the lowest paid workers from the 
public sector transferred to the private sector, exaggerating wage disparities between the two 
sectors – but also beginning to level-down standards across the board.

Compared with other significant “pay gaps”, the gap between public and private is 
negligible. As we have mentioned, the growing gulf between between the incomes of the top 
1% and those at the bottom of the earnings distribution is marked. So too, more than three 
decades after the Equal Pay Act, is the gender pay gap. Last year, ONS figures showed that 
on average men earned 15.7% more than women, up from 14.8% the previous year48. There 
are many factors in operation here, including the distribution of occupations; the existence 
of a “glass ceiling” where women are not promoted to more senior positions; the greater 
likelihood of women’s career progression being interrupted to have and raise children, 
and failure to hold adequate equality audits. There are also significant disparities between 
earnings across age ranges, as well as between disabled and non-disabled workers, and 
between white and BAME workers (although the latter category conceals a wide spectrum, 
with some groups such as Pakistani or African-Caribbean workers disproportionately 
represented at the bottom end of the income scale). 

The face of modern trade unionism

The epidemic of low paid jobs49 is concentrated especially in sectors like catering in which 
younger people, women and BAME workers represent a large section of the workforce. The 
Fast Food Rights campaign launched by BFAWU (part of a global movement against poverty 
pay, exploitation and the denial of trade union rights in the fast food sector) is a good 
example of a union actively seeking to organise a highly diverse workforce in an industry 
notable for its low rates of pay and casualised working conditions. 

The trade union movement needs to take up these multiple inequalities in the fight 
against exploitation at work. Indeed, evidence suggests that there is a close correlation 

Real wages 
fell by an 
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since 2008
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n  Increase the level of the national minimum wage in stages, in order to reach the level 
of the living wage (or £10 per hour, whichever is the greater) by the end of the next 
parliament

n Increase resources for HMRC to pursue more pro-active enforcement measures
n Scrap the public sector pay freeze – restore the real value of wages
n End the abuse of zero hours contracts
n  Prevent companies using bogus self-employment and payroll companies to offload 

employment costs and deprive workers of key employment rights and protections, 
or claim tax relief owed to workers

n End workfare schemes – no to coerced unpaid labour
n Ban the advertising of unpaid internships
n  Introduce a maximum pay ratio between the highest and lowest paid members of 

staff, with penalties for aggressive avoidance

between the erosion of trade unions and increasing inequality, and that strengthening 
trade union rights for workers would help to address the emergence of such grotesque 
inequalities across our society. 

Reducing inequality is possible, if you want it

It is a myth that politicians are powerless to limit the rise in inequality. The Equal Pay Act 
of 1970, the incomes policies pursued in the mid-70s and the introduction of the national 
minimum wage in 1997 each had an impact in improving the lot of the low paid relative 
to the rest of society. As predicted in Naomi Klein’s essential The Shock Doctrine, the big 
corporate and financial interests which govern society have chosen to use the financial 
crisis in order to reconfigure the economy to boost their share of the wealth produced by 
working people. 

The project of austerity pursued by the coalition, and shared to a regrettable extent by 
the Labour “opposition”, is designed in part precisely to depress the real share of economic 
value taken in the form of wages, and to institute a new “flexible” labour market which puts 
working people at the beck and call of employers.

 We have all “lost out” substantially during the recession – seeing our real wages fall by 
an average 10% since 200850. We are “recovering” from a significantly weaker position, and 
in conditions where growth in the national economy won’t readily translate into recovery 
in our earnings. Yet the growth of an increasingly casualised labour market characterised 
by endemic low pay and job insecurity is a product, in part, of political choices. What has 
been done can be undone. But it will take a determined government prepared to face 
down the markets and introduce radical policies which end “in-work” poverty and start to 
make work pay. 

The change we need on pay
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3 Benefits

Most newspapers and television would have us believe that the typical benefit 
claimant is part of an underclass too idle to go out to work and content instead to 
leech off the efforts of hard-working taxpayers. But this picture, which contributes 
to a damaging stigma towards benefit claimants, is seriously misrepresentative. 

That over 1,700 people applied for just eight low paid ‘barista’ roles at Costa Coffee in 
Nottingham suggests that jobs are not so easy to find.51

In any case, benefits for unemployed people of working age form only a small fraction 
of the total benefits bill. Out of a total DWP annual budget for 2012-13 (the last year for 
which figures are so far available) of £165.6 billion, expenditure on Jobseekers’ Allowance 
represents £5.2 billion (3.1% 52). This is far lower than other items of benefits expenditure, 
not least the state pension (£79.8 billion, 48.1% 53) that forms by far the biggest part of 
welfare spending. As earnings have been squeezed, the welfare system has also started to 
play an increasingly important role in supporting the incomes of people in work.

Not very generous

Today, in the region of 20 million families “receive some kind of benefit (64 per cent of all 
families). For 9.6 million families, benefits make up more than half of their entire income.” 54 
If the taxpayer is being ripped off, it is by employers and landlords whose profits are being 
subsidised by welfare spending, allowing them to continue to pay poverty wages and hike up 
rents. In fact, it has been calculated that the failure of employers to pay their workers a living 
wage is costing the UK Exchequer £6 billion annually55, as the welfare system has to step in 
with working tax credits, child tax credits, housing benefit, and more. At the same time, the 
system is relatively punitive for those who lose their jobs compared to other EU countries. 

The idea that the UK welfare system is so generous that it is inspiring “benefits tourism” 
is a right-wing myth that has been comprehensively rebutted by economists and social 
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scientists. One way in which this can be measured is the “replacement ratio”, which 
measures how far out-of-work benefits make up for working earnings. Social security expert 
Declan Gaffney points out56 that on the OECD’s summary table of net replacement ratios, 
the UK ranks as only 18th out of 24 in the ‘generosity’ league table. In particularly, Gaffney 
shows that the UK is “spectacularly ungenerous compared to other European countries for 
people who are not long-term unemployed”, who form the majority of those experiencing 
worklessness. Those who lose their jobs and find themselves claiming JSA of £72.40 a week 
(just £57.35 for those 16-24) are unlikely to feel that the payment is excessively “generous”! 
According to an opinion poll commissioned by PCS, 79% of people would not be confident 
of surviving on the current rate of JSA.57

Value of benefits declining 

In fact, the value of benefits has been declining in relation to average earnings since 1979, 
when unemployment benefit was around 20% of average earnings. Today’s JSA is worth 
less than 10% 58. Plus, as the real value of wages has been squeezed, so too have benefits, 
which have also risen by less than prices. George Osborne’s first move was to change the 
way benefits were indexed to use the lower CPI model of calculating inflation, to take £6 
billion from benefit claimants.59 He followed this by a further £3.7 billion cut over three years 
by limiting the uprating of most benefits to 1%, effectively committing the government to a 
year-on-year reduction in the real incomes of some of the poorest in society. This also hits 
maternity pay and tax credits for the low paid. 

Benefits left unclaimed

Given that the cost of essential goods and services is out-stripping general inflation, the 
effect of this squeeze hits even harder on those low and modest incomes. The move over 
recent decades away from universal towards means-tested benefits is estimated to cost 
eligible claimants some £20 billion60, since those most in need of tax credits and means-
tested benefit payments are often those least equipped to claim their entitlements.

Benefits cap – social cleansing

Furthermore, the coalition has also introduced an overall cap on the total benefits an 
individual can receive, unless they are in receipt of working tax credits, returning service 
personnel, on forms of benefit for disabled people accepted as not fit for work or carers 
entitled to attendance allowance. This amounts to a maximum of £500 a week for couples 
or single parents with children living with them, or £350 for single adults without children or 
whose children live elsewhere. Although this sum (around £26,000 a year) does not seem so 
bad in most parts of the country, in London and the South East, where average rents are so 
much higher, many of those hit by the cap are unable to afford to stay in their homes or find 
alternative affordable accommodation in the city. They face being uprooted to places as 
far away as Hull or Grimsby, miles away from their family and friends – and their children’s 
schools. 

The policy’s stated intention, to get people off benefits and into employment, is clearly 
not being fulfilled, since 9 out 10 of those capped had not found a job61. Despite the denials 
of Boris Johnson and Nick Clegg that the result would be widespread “social cleansing”, it 
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is clear that the policy was designed to have precisely this effect, by pricing the poor out of 
the city altogether. In just one of London’s 33 boroughs, Brent, the council has relocated 549 
households since 201062. There is no reason to believe that it is exceptional in this.

Universal Credit – disaster in waiting

At the time of writing, the project to wrap up six of the major benefits for working age people 
into Universal Credit – a single payment “masterminded” by Iain Duncan Smith – is seriously 
behind schedule. Beset by IT failures and administrative complexities, it stands at a risk of 
becoming an abject and costly failure. In February 2014 it emerged that only 2,720 people 
had signed up, at a staggering cost of £225,000 per claimant!63 Over a million people were 
due to be receiving Universal Credit by this April, but the numbers had only crept up to just 
5,200. 

Leaving aside the problems of its implementation, the scheme itself could prove 
highly problematic for claimants if it is finally delivered. While housing benefit payments 
could be paid straight to landlords, the Universal Credit will be paid direct to tenants, at 
a time when they face multiple financial pressures and do not necessarily feel equipped 
to manage their household budgets. Debt counsellors and social landlords have been 
warning that the plan threatens a further sharp increase in levels of rent arrears and 
evictions, which are already growing because of the hated “Bedroom Tax” – see  
Chapter 4, Housing.

Punished for working longer

It also appears as though, far from creating incentives for people to get off benefits and find 
work, Universal Credit could actually penalise people in low paid part-time work (a situation 
predominantly facing women) would be worse off if they worked longer hours.

Take a typical single parent with two children: if she works a day and a half on 
the minimum wage, it’s worth her while and she takes home, with the credit, 
£268. But if she decides to work three days a week she only earns £6 more. If 
she goes full-time, she is actually worse off, falling back with £2 less. [Similarly] 
if one parent is working full-time on the minimum wage taking home £346 
a week, when the other gets a full-time job, their income generally only 
improves by £29 for her five days at work. (And she earns less full-time than  
if she worked three days).64

As the Joseph Rowntree Foundation has shown, this is a knock-on effect of the limit to 
benefit upratings, which the government failed to factor into the calculations. It means that 
tax credits taper off too sharply, leaving perverse incentives in the system. In recognising 
this, they could have chosen to introduce a more generous tapering effect. However, 
Duncan Smith is not exactly known for his giving nature and he clearly prefers the stick 
to the carrot. His preferred option is therefore so-called “in-work conditionality”, which in 
effect means threatening part-time workers who aren’t thought to be looking hard enough 
for more work with the removal of their benefits. This means that the thousands of workers 
who need extra hours but are unable to find extra shifts will also be punished for living in an 
economy with high levels of under-employment.
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Back to the Poor Law

Whilst focusing on the cost of living lends itself to an emphasis on cuts to benefits, at least 
as important – if not more so – has been the effect of sanctions, part of a toxic culture which 
aims to use the threat withholding benefits to police the behaviour of claimants, leading to 
cases of destitution for some and inducing fear and anxiety in most. 

The original architects of the welfare state saw it as underpinning a universal 
commitment to basic social security, where people contributed according to their means, 
risk was shared and every citizen was entitled to help if the circumstances arose. However, 
neoliberal reform of welfare is designed to end a culture of shared entitlement, in order 
to create a situation where benefits are privileges the state grants on a conditional 
basis. Echoing the old Victorian Poor Law, claimants only receive their benefits if they 
can demonstrate that they are “deserving”, while those who are judged undeserving are 
deprived of even a minimal safety net.

Sanctions – punishing the vulnerable

Jobseekers can be sanctioned and have their benefits stopped for many reasons. It could 
be refusing Mandatory Work Activity – that is, if they refuse to be forced into working 
unpaid doing tasks with no developmental or educational value for a hugely profitable 
multinational company (see Chapter 2, Pay). Or they can be sanctioned for not attending 
entirely unproductive interviews with job advisers or training sessions, or for failing to 
look hard enough for work – even though the jobs don’t exist. Or single parents can be 
sanctioned for looking for part-time rather than full-time work. The government recently 
toughened the sanctions regime, so the minimum period for which benefits are stopped has 
gone up from one week to four. In the most serious cases benefits can be stopped for up to 
three years.

In the twelve months to November 2013, the DWP had issued 897,690 sanctions against 
Jobseekers Allowance and Employment Support Allowance claimants, including over 
100,000 against disabled people.65 The rate of sanctioning has also been on the increase, 
having more than doubled since the coalition came to power in 201066. More than half (58%) 
of ESA claimants sanctioned are suffering from mental health conditions67, indicating that 
overworked and underpaid Jobcentre Plus (JCP) officials are coming under pressure to 
apply sanctions (perhaps even to meet specific targets68) without the necessary safeguards 
in place to avoid discrimination. Those being sanctioned in this way include some very 
vulnerable people with high support needs, who are understandably confused and alarmed 
by finding their benefits cut without an explanation. Homeless charity Crisis reports:

People have told us they have been sanctioned for missing appointments they 
simply did not know about. This can often be down to late or no notification 
of appointment dates, with letters going missing in the post or arriving after 
the scheduled time... Claimants are also being sanctioned or threatened with 
sanctions for not attending appointments even though they clash with other, 
sometimes longstanding, commitments. This includes hospital appointments 
and meetings with probation officers and can happen even when claimants make 
specific and repeated attempts to notify their advisor of clashes.

It is of particular concern that people are being sanctioned without proper 
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warning or with little or no explanation. Crisis clients on the Work Programme 
have reported being surprised and shocked that they had been sanctioned 
after only finding out when they went to sign on at JCP... We are also aware of 
claimants not being given an explanation as to why they have been sanctioned, 
even when they make their own enquires. Again, failures in communication 
between Work Programme providers and JCP are often to blame and sanctioned 
claimants can become caught between the two, unable to find out why they 
were sanctioned.69

Even where explanations are provided they can be woefully inadequate. Claimants have 
been sanctioned for missing JCP appointments they only missed in order to attend a job 
interview!70 Others have been sanctioned for the crime of failing to prove that they looked 
and applied for enough jobs – on Christmas Day71. The “Stupid Sanctions”72 Tumblr blog 
features lots more such “cruel, arbitrary and ridiculous reasons why people have had their 
benefits stopped”.

Thrown into crisis

Statistics show that the incidence of sanctions being appealed is relatively low, but the rate 
of appeals successfully upheld by an independent tribunal is now running at astonishing 9 
out of every 1073. As Crisis comment:

Initial decision making is increasingly problematic and decisions are often 
incorrect. It is therefore essential that everyone who is sanctioned is informed 
immediately about the new JCP mandatory reconsideration process, and the 
subsequent route to the appeals and tribunals process. As this does not always 
happen, it is unlikely that all those sanctioned claimants who should appeal are 
doing so. 

But even where sanctions are successfully appealed, this does not undo the anxiety 
of being plunged into financial destitution. Where single parents are affected (10% of 
respondents to a Citizens Advice survey of people who had been sanctioned were lone 
parents) the potential consequences are particularly devastating, as the household, 
including dependant children, are forced to subsist on child benefit and child tax credits 
alone. How do people respond to finding their benefits stopped?

Respondents coped with the loss of income by borrowing money from friends and 
family (80%), from the bank or on their credit card (8%) or from a pay day loan 
company (9%).

They also cut down on food (71%), heating (49%) and travel (47%). Almost 
a quarter (24%) had applied for a food parcel. Some respondents had been left 
to scrounge for food from skips or bins, or had had to resort to begging to feed 
themselves.

The sanction had a severe impact on the mental and physical health of many 
respondents. Existing health conditions were exacerbated because of poor diet 
and stress, and a number of respondents said they had attempted suicide or that 
they felt suicidal.74
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Benefits sanctioning is also a major driver of the increased need for food banks, with 
nearly a million visits in the last year, an increase of over 163%. The Trussell Trust, the UK’s 
largest food bank provider, said half of those referred to food banks in 2013-14 were “as a 
result of benefit delays or changes”.75

Charities like Crisis are well placed to see how the “catastrophic” (their word) effect of 
sanctions on claimants can cause homelessness and, ironically, increases the barriers to 
getting people back into work:

Although not the policy intention, being sanctioned frequently leads to claimants’ 
housing benefit and council tax support claims being stopped. This is a result 
of claimants not being advised by JCP or their Work Programme provider that 
they must immediately notify their local authority of a change in circumstances. 
Without this information, sanctioned claimants face sudden withdrawals of 
support for housing costs that can lead to arrears, evictions and homelessness...

As well as having an impact on the financial and emotional wellbeing of 
claimants, sanctions can lead to a breakdown in trust and alienation from JCP, 
Work Programme providers and services in general putting further barriers in 
the way of someone finding work. Sanctions therefore undermine the efforts of 
Crisis and other organisations, who work hard to engage homeless and vulnerable 
people to help them return to the labour market.

So not only is this aspect of welfare reform pernicious in its effects on poor and 
vulnerable people, it is also incompetent even on its own terms.

The same could also be said for the abolition of the Council Tax Benefit scheme. 
As a result only pensioners will be automatically protected, with other claimants often 
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becoming liable for between 10-30% of their council tax bill. The new scheme – dubbed 
“Poll Tax Mark II”76 makes another 1.9 million claimants – including people on JSA and ESA 
– liable for paying the tax out of their meagre benefits. This is likely to add further pressure 
on households struggling to pay the rent, leading to evictions that end up could costing 
councils more in terms of emergency housing payments than they are allegedly “saving” 
from these changes. For its part, Labour has opposed the changes but has not yet promised 
to reverse them.

Disabled people – the hardest hit

No group has suffered more heavily from this climate of fear and anxiety in the face of 
apparently arbitrary judgments than the 11 million disabled people in the UK, together with 
their families and carers. We know that “disability is one of the key indicators for living in 
poverty – with estimates of 40% of disabled children living in poverty and a third of disabled 
adults living in poverty”,77 a situation which will only by made worse by the falling value of 
benefits. But more than this, the social security and protection that the welfare system used 
to offer to disabled adults of working age has been thrown into jeopardy with the arrival 
of the Work Capability Assessment (WCA), where individuals previously entitled to claim 
Incapacity Benefit now face rigorous tests to see whether they are to qualify for the new 
Employment and Support Allowance. The so-called “biopsychosocial model” used to justify 
the scheme has been aggressively promoted by the US private insurance giant Unum, which 
proposes that

an emphasis on medical causes and effects has failed to provide an adequate 
basis for disability benefits policy, and therefore much greater emphasis should 
be placed on the psychological attitudes and beliefs of individuals. It posits that 
disability – and the ability to work in particular – is not just a medically definable, 
physical matter but one that has a social and psychological dimension too. And it 
is used to underpin the assertion that to a very large extent the growth in the cost 
of disability benefits must surely be the result of people faking those disabilities. 
A whole set of workshops run by Unum with such charming titles as ‘Malingering 
and illness deception’ should leave us in no doubt about where this approach is 
coming from.78

In the belief that a large number of disabled people are not really incapable of 
work, it seeks to re-assess them according to what kinds of work they would be able to 
accomplish rather than what they cannot. Those put in the Work-Related Activity Group 
of ESA claimants would be subject to the same potential sanctions as JSA claimants 
if they were not deemed to be making strident enough efforts to find a job. However, 
this notoriously fails to take into account whether suitable jobs are available, or the 
chances of employers prioritising disabled applicants, often with complex medical and 
social needs, over similarly qualified non-disabled candidates. It is also a particularly 
unsuitable method to judge those who suffer from progressive conditions (whose 
symptoms may vary from day to day but worsen over time) as well as those suffering 
from mental health conditions.

The assessments themselves take the form of an IT based tick-box exercise, initially 
outsourced to French multinational Atos, which soon became hated for its frequently 
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inaccurate and sometimes absurd judgements. The barrage of criticism it attracted would 
ultimately see the company’s contract terminated over a year ahead of its scheduled end 
after a barrage of criticism that saw even the DWP itself forced to admit “significant quality 
failures”.79

Farcically, 31 of Atos’s 123 assessment centres lacked ground-floor access for wheelchair 
users, meaning that thousands of disabled people were physically unable to attend the 
assessments to which they had been summoned. But where assessments did take place, 
they frequently came to the wrong conclusions. The experience of GPs, who saw the 
traumatic effect this experience was having on so many of their patients, saw the British 
Medical Association call for the WCA to be scrapped.80 One GP wrote:

During the past year I have supported appeals for increasing numbers of patients 
who have had their employment and support allowance (ESA) stopped. Clearly 
some of the assessments being performed are substandard. All nine of the 
patients I have supported have successfully appealed against losing the ESA. 
In every case the assessor failed to appreciate, acknowledge, and record what 
should have been obvious. None of my patients deserved the extra anxiety and 
distress that compounded their existing problems.81

38% of the decisions were overturned on appeal, but as the Public Accounts Committee 
has concluded, such “poor decision making causes claimants considerable distress”, and 
the position appears to be getting worse.82 In taking a case to appeal, claimants are often 
required to pay for further medical evidence, leading Citizens Advice to point out:

It is completely unacceptable that sick and disabled people can face charges of 
more than £100 for medical evidence to help their claim whilst companies delivering 
assessments can get away without sanction for not doing their job properly. 83

Worse still, there is no funding available to claimants pending their outcome of their 
appeals, and no time constraints on the DWP to conduct a further bureaucratic process of 
“mandatory reconsideration” before the appeal can be heard. Further, the 12-month limit 
for those on the work-related group of contributory ESA who cannot find work can mean 
people find themselves without an alternative source of income, disappearing from the 
radar of the authorities. John McDonnell MP told Parliament that “Some 700,000 disabled 
people are losing a total of £4.4 billion as a result of the 12-month cut-off.” 84

Tales of woe

John McDonnell was able to secure this debate because campaigners managed to get over 
100,000 signatures on the WOW (War on Welfare) petition calling for the abolition of the 
WCA and an impact assessment looking at the effect of cuts and welfare reforms on sick 
and disabled people, their families and carers. MPs related some of the horror stories that 
constituents brought to their weekly surgeries:

Debbie Abrahams (Oldham East and Saddleworth) I wonder whether my hon. 
Friend is aware of the case of one of my constituents. He was receiving ESA, but had 
a heart attack during his assessment and was sanctioned as a result of leaving it. 
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Jim Sheridan (Paisley and Renfrewshire North) I was talking with a former 
Remploy worker who was about to lose his job. I remember him telling me that he 
was fit to work but that his face was so badly disfigured that he could not go out 
in public without getting a terrible reaction. I remember him saying, “Mr Sheridan, 
where can I work? Where can I go? If I get on a bus, people will get off. If I go into a 
restaurant, people will walk out. So where do I go?” The only enjoyment that man 
had was going out in his disabled person’s car to get some privacy. That was taken 
away from him. This is about treating people with respect and dignity. The people 
who conduct the Atos assessments do not take those things into consideration.

Simon Danczuk (Rochdale) I want to read out a letter that was recently received 
by one of my constituents:

“Dear Miss Holt,
You are now approaching the end of the 1st Stage of your Intensive Job 

Focused Activity. We hope that all the activity or training intervention completed 
so far has not only supported you to achieve your aspirations but has moved you 
closer to the job market.

You will shortly enter the 2nd Stage of your Intensive Job Focused activity.
Sessions and Workshops may vary depending on the centre you attend.”
The letter was sent to my constituent Sheila Holt on 30 January. I am sad to 

have to inform the House that Sheila will not be able to attend the second stage of 
her intensive job-focused activity because she has been in a coma since December. 
Members of her family have repeatedly informed the DWP and Seetec that she is 
not well, but those organisations have continued to harass them.85

Newspapers have been littered with absurd and tragic examples of terminally-ill people 
being found “fit for work”. As Ian Mearns told his fellow MPs:

Between January 2011 and November 2011, some 10,600 employment and 
support allowance claims ended and a date of death was recorded within six 
weeks of the claim end. This government have repeatedly refused to release 
updated 2013 statistics on deaths within six weeks of the end of an ESA claim, 
calling such requests for information “vexatious”. Four people a day are dying 
within six weeks of being declared fit for work under the WCA – it is scandalous 
and an indictment of this place.86

It is scarcely any surprise that 84% of GPs have reported patients with “mental health 
problems, such as stress, anxiety and depression as a result of undergoing or the fear of 
undergoing the work capability assessment”.87

In addition to the trauma of the WCA, disabled people have also been disproportionately 
hit by other benefit cuts. As McDonnell continued:

Disabled people... will be disproportionately hit by the bedroom tax. Some 72% of 
affected households include someone with a disability or major health problem, 
and 420,000 disabled people will lose on average £14 a week in housing benefit. 
One in three disabled people is refused the discretionary housing payment. 
Shockingly, local councils have rejected applications from disabled people living 
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in adapted properties who are unable to downsize. Last week, it was also revealed 
that the £347 million local welfare assistance fund to local councils had quietly 
been cut by the government.

The Welfare Reform Act 2012 also changed the uprating of benefits basis 
from the retail prices index to the consumer prices index, costing some families 
receiving DLA and the carer’s allowance £80 a week. It has been estimated that 
142,500 disabled people will be hit by the benefit cap, costing £2 billion...

What do all these figures add up to? Although the government have refused 
to undertake a cumulative assessment of the effect of all the benefit changes on 
disabled people, others have done so. The Demos-Scope study [“Coping with the 
Cuts”] calculated that disabled people will lose £28.3 billion by 2018. Dr Simon 
Bamber concludes that disabled people in poverty, who make up 4% of the 
population, will bear 13% of the cuts and lose £4,660 a year. People using social 
care who make up 3% of the population will also bear 13% of the cuts, and lose 
£6,409 a year.

It doesn’t even end there. The Disability Living Allowance and Independent Living Fund 
– not work-related benefits but payments to support sick and disabled people with their 
support needs and higher than average living costs, crucial if they are able to live in their 
own homes – are being replaced by a new benefit, the Personal Independence Payment. 
Analysts estimate 600,000 people will be impacted by the introduction of PIP, with a total 
loss of £2.6 billion.88 This includes 148,000 who will lose out from changes to the eligibility 
criteria for the mobility component of DLA. This might mean, for example, that they no 
longer have access to a motability vehicle – meaning, ironically, that amongst other things 
they will be unable to get to work.

PIP – beset with difficulties

As with Universal Credit, the roll-out of PIP has been beleaguered with difficulties. The 
recent National Audit Office report states:

Backlogs have developed at each stage of the claimant process... The Department 
had made only 16% of the number of decisions it expected, over 166,000 people 
had started new claims for Personal Independence Payment and 92,000 claims 
had been transferred to the assessment provider and not yet returned to the 
Department.89

Universal Credit: 
only 2,720 people 
had signed up, at 
a staggering cost 
of £225,000 per 
claimant!
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Perhaps we should not to be too surprised by the extent of the delays given that the 
assessment providers are Capita, together with – unbelievably, given their role in the WCA 
fiasco – Atos. Caroline Lucas told her fellow MPs of the impact this was having on her 
constituents in Brighton and Hove:

[The cancer charity] Macmillan relayed the story of Mr J, a 32-year-old who is 
suffering from advanced bowel cancer and who came to the charity for help. It 
took more than 10 weeks for him to be assessed. His wife was acting as his full-
time carer because he was so ill. She was also looking after their baby and young 
child. The report states: “Throughout this process both Mr and Mrs J were very 
anxious and suffering serious financial hardship. Mr J at this time was seriously ill, 
vomiting day and night plus major issues re fatigue due to chemotherapy etc. Both 
also felt throughout the period that they were not believed and had been labelled 
scroungers and benefit cheats by the DWP.”

The work by Advice Brighton and Hove makes it clear that people who are 
applying for PIP – some of the most vulnerable people – are being left without 
adequate finances. That is having a massive impact on their physical and 
emotional well-being. 

It is clear from the above examples that “welfare reform” is having a devastating impact 
on the living standards of disabled people, not only in financial terms but also in terms of 
quality of life. Sick and disabled people have not only been treated abysmally by reforms 
to the welfare system, but have also been disproportionately affected by austerity cuts to 
spending. 

The ultimate price

People have been finding themselves in greater need of adult social care support at 
precisely the time when it is being slashed by local authorities facing vast cuts to their 
budgets. 

By next month, £2.68 billion will have been cut out of adult social care budgets 
across the country. In 2012-13, 320,000 fewer disabled people and 37,000 fewer 
adults aged between 18 and 64 with physical impairments received local authority 
care and support than in 2005-06... A recent inquiry by the all-party groups on 
local government and on disability found from the evidence they took that four in 
10 disabled people are failing to have their basic social care needs met.90

Tragically, the extreme levels of turmoil caused to vulnerable people by the prospect of 
being thrown into abject poverty and destitution has also claimed the lives of people who, 
seeing no future for themselves or those around them, have resorted to suicide. Calum’s List 
details 30 fatalities where welfare reforms has been at least in part to blame.91 This is what 
happens when people are driven to feel that living comes at too high a price. 

Are there any signs of hope on the horizon? There is little evidence that the coalition 
parties either know or care about the devastating effects their policies are having. Their 
morally bankrupt reforms have drawn wide criticism even from senior faith leaders, 
appalled at these callous attacks on the poor and vulnerable. But what can we expect from 
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n  Uprate all benefits at least in line with inflation 
n  Abolish arbitrary caps on the overall benefit spend – benefits should be paid 

according to need
n  Stop privatisation and outsourcing of the administration of welfare, and bring 

assessments and support services back in-house. 
n  End the culture of sanctions – introduce positive incentives for claimants.
n  Scrap the Work Capability Assessment, and remodel support for sick and disabled 

people taking into account the barriers to, and support necessary for, finding and 
sustaining employment.

n  Bring down the bill for in-work benefits by introducing staged increases to bring the 
national minimum wage in line with the living wage (or £10 per hour, whichever is 
the greater), so the taxpayer no longer subsidises employers paying poverty wages.

n  Bring down the housing benefit bill by capping private rents, ending the subsidy to 
landlords, and protecting people from the individual benefit cap.

n  Invest in a green jobs creation programme to bring down the levels of people 
claiming unemployment benefits.

n  Properly reward family and community care work.
n  Prepare a wide-ranging feasibility study to assess how we could implement a basic 

minimum Citizen’s Income.

a Labour government? Sadly, the latest indications are that Ed Miliband’s shadow team are 
equally desperate to show how “tough” they will be on welfare. The announcement that 
benefits will be taken away from young jobseekers if they fail to engage in training schemes 
(however unsatisfactory or inappropriate they might be seem to the needs of that young 
person) is another example of a policy designed to cut costs by punishing the poor, rather 
than genuinely helping people into worthwhile employment. In vote after vote in Parliament 
– from refusing to vote against the legal changes the Tories need to keep going with 
workfare to supporting the idea of an overall cap on benefits spending – Labour has shown 
that it remains on board with the overall philosophy of the attack on the welfare state, even 
if it criticises some aspects of its implementation by the coalition.

The change we need on benefits
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4 Housing

Britain is in the grip of a housing crisis. Most of society is being adversely affected, 
with a tiny handful of overseas investors, property speculators and banking bosses 
pocketing the profits from a situation where supply remains suppressed whilst 
effective demand and prices continue to soar. Only 107,950 homes were built in 

the year to April 2013, less than half of the 250,000 to 300,000 that housing experts suggest 
are needed just to stand still.92 In particular the number of “affordable” homes (defined as 
properties at 80% or less of market rate – in reality well beyond what is genuinely affordable 
for many families) fell by as much as 26% to an eight-year low.93 New home building by local 
authorities has virtually stopped altogether. 

House price bubble

Meanwhile, the taxpayer is exposed to billions in liabilities for the government’s Help 
to Buy scheme, which is bringing back the possibility of taking out mortgages on the 
massive loan-to-value (LTV) ratios that wreaked so much havoc in the financial crisis. The 
temporary gains for a few first-time buyers and property developers come at the expense 
of a growing housing bubble, with rocketing prices taking home ownership beyond the 
reach of hundreds of thousands each year. Analysts forecast that house prices could shoot 
up by 35% from now to 2020, with rents forecast to soar by 39% over the same period.94 
Much of the development that does take place is of luxury flats, bought off-plan by overseas 
investors.

The resulting situation is one of misery for most households in Britain. Housing charity 
Shelter reports that:

n  1.4 million people in Britain are falling behind with their rent or mortgage payments.
n  The number of people struggling to pay their rent or mortgage each month has 

increased by 44% over the past year, to 7.8 million people.

A two-earner couple without 
children would take 11 years 
to save enough for a deposit 
in London
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n  almost a million people used a payday loan to help pay their rent or mortgage.
n  2.8 million people used an unauthorised overdraft to help pay their rent or 

mortgage, and of those 10% did so every month.95

n  almost one in three adults (around 15 million people) say housing costs are causing 
stress and depression in their family.

n  one in four (around 12 million people) are kept awake at night by the stress of paying 
their rent or mortgage.

n  one in four say housing costs are causing arguments with their partner and other 
family members.96

Those fortunate enough to own their own homes outright are still finding that their 
children can’t afford to buy a home of their own, while those with mortgages are already 
having difficulty making the repayments and face the possibility of financial wipeout 
in the event of interest rate hikes. Social renters face increasing risks of evictions with 
government benefit changes and rising rents, while others – marooned on long social 
housing waiting lists and unable to save enough for a deposit – are forced to live with 
their parents into their 30s, or else move into the private rented sector and either take 
low-quality housing or see a huge percentage of their income go on housing costs, making 
saving all but impossible.

Running down council housing

In the belief that rising prices are both electorally popular and the main way of 
persuading private interests to build, governments since 1979 have failed to address 
the structural crisis in housing supply, and actively encouraged market-based solutions 
based on competition. The Thatcher government in particular sought to foster greater 
levels of owner-occupation and private rentals at the expense of maintaining and 
expanding council housing, and depleted social housing stock through the “right to buy”.

The Tories also scrapped rent controls and introduced new Assured Shorthold 
Tenancies, a deregulation of the private rental market which – together with rising 
property prices – further encouraged landlords and banks to invest in rental property 
as a form of speculation. New Labour’s introduction of tax reliefs on people buying 
second homes to let helped allow widespread small-scale speculation in private 
rental properties. The result was an acceleration of house prices and a growing 
number of people who, unable to find a home of their own, are forced to rent from a 
private landlord. 

Generation Rent

The losers are those who make up “Generation Rent”. As PricedOut, the campaign group for 
those unable to get onto the property ladder, argues:

Housing across much of the UK has become unaffordable for ordinary people, as 
successive governments encourage people to treat houses as investments rather 
than somewhere to live. As a result of rising house prices it now takes 12 years on 
average to save a deposit.97

Median house prices rose by 249% from 1997 to 2012, in comparison with a growth 
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in earnings of just 51%.98 While the problem has been particularly acute in London and 
the South East, every region of the UK saw house prices outstrip inflation and wages 
during this period. The real cost of housing did fall somewhat in the wake of the financial 
crisis, but housing did not become more affordable since, as we have seen, real incomes 
were also badly hit during this period. Annual house price inflation is running at 9% (up 
to 17.7% in London). To put this staggering rate of inflation in context, housing charity 
Shelter has calculated that, had the price of everyday groceries risen as rapidly as house 
prices from 1971-2011, we would now be paying £51.18 for a chicken, and £10.45 for a 
4-pint carton of milk!99

Unaffordable

Young people are increasingly having to rely on financial assistance from the “bank of Mum 
and Dad”, with parents forking out £2 billion a year to help out their children get onto the 
housing ladder.100 But for those whose parents don’t have deep pockets the outlook is 
bleak. The latest English Housing Survey shows that overall levels of homeownership fell to 
their lowest level since 1987, now standing at 65.2%, down from 71% in 2003.101

Clearly, the contraction in bank lending and curb on high LTV mortgage lending 
following the banking crisis served to depress the ability of first-time buyers to take out 
a mortgage. Those who stretched themselves to afford their mortgage are now finding 
themselves potentially over-exposed to the risk of higher interest rates, with 14% of 
mortgage-payers telling a survey by the Building Societies Association that a 1% increase in 
the Bank of England base rate would give them difficulty making their repayments.102 “One 
in six households are currently mortgaged to the hilt, servicing home loans that are at least 
four times the size of their annual salary” reports the Guardian.103

Mortgaged to the hilt

Further, the Resolution Foundation, using official statistics from the OBR, has calculated 
that an increase of 5% in interest rates by 2018 could lead to around two million households 
plunged into financial trouble and at risk of having their properties repossessed, with half of 
these being families with children.104 As they commented:

Even if we take a somewhat rosy view of how the economy will develop over 
the next few years, the number of households severely exposed to debt looks as 
though it will double... the levels of debt built up by families in the pre-crisis years 
are such that even relatively modest changes in incomes and borrowing cost 
assumptions produce significantly worse outcomes.105

So to think that many of those fortunate enough to have become homeowners are on a 
one-way gravy train to prosperity is hugely misleading and overlooks the inherent risk that 
high LTV mortgage lending has delivered. The Help to Buy scheme may have transferred risk 
from the lending institution to the government and held out the prospect of “easy access” 
credit to first-time buyers, but it has done nothing to address the underlying structural 
reasons for the increasing unaffordability of home ownership. In fact it is only accelerating the 
affordability gap that is either stretching families to the limit or else making people abandon 
the prospect of homeownership altogether. One recent survey of 2,000 under-35s found 
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that, despite Help to Buy, “around 70 per cent of those saving for a deposit have become so 
disillusioned that they have abandoned the effort and spent the money on holidays, cars, or 
simply to cover the bills... half have ‘given up all hope’ of every owning a property.” 106

That many young people are reaching such a conclusion is not entirely surprising. 
Although the Help to Buy scheme is offering some temporary assistance to first-time buyers, 
most lenders are still demanding a higher deposit relative to the property’s value than 
before the crisis. 63% of would-be first time buyers cite finding the cash for the deposit 
as the biggest barrier to owning their own home.107 Modelling for Shelter, factoring in the 
relative changes to inflation, earnings and house prices, calculates that even a two-earner 
couple without children would take 11 years to save enough for a deposit in London, 
and nearly a decade to take out a mortgage in Brighton and Hove, Bath and North East 
Somerset, Devon, Cornwall, Surrey or Hereford. Further:

...across much of England couples with a child may not have saved a sufficient 
deposit to buy a home until their child is into their early or mid-teens. For couples 
with more than one child, homeownership is likely to be even less achievable. 
For single person households, the picture is even starker. It is estimated to take a 
single person more than a decade to save for a deposit in 114 of the 150 counties 
and unitary authorities in England (76%). It could take longer than 15 years in 53 
(or 35%) of these local areas.108

If prices continue on the current trajectory, the report adds, “soon more than half of 
typical double-earning families will not have managed to get on the ladder by the age of 65, 
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and fewer than 1 in 5 would be able to become owners in London”.109 The average home in 
the UK now costs 5.5 times the average income, rising to a record 8 times higher in London. 

PricedOut has calculated that since George Osborne announced Help to Buy, 
stimulating an 8% increase in house prices, 245,000 have been priced out of being able 
to afford a home, compared to the 20,000 who have been able to take advantage of the 
scheme, with a further 160,000 expected to be priced out by the end of 2014.110

Stable prices needed

The assumption that rising housing prices are both politically popular and economically 
positive is highly questionable. 66% of respondents to a recent YouGov survey wanted 
house prices to fall or stay the same, with only 25% wanting them to rise – a pattern 
which was replicated in all parts of the country. Even those who own their own home 
outright responded similarly111. Of course people are happy to see their own home go 
up in value relative to the rest of the market. Yet at the same time they recognise that 
general rises in prices are not desirable, if for example it means that future generations 
are locked out of home ownership altogether. Nor is there some intrinsic economic 
advantage to rising house prices. Countries that have seen relatively stable housing 
prices, such as Germany, have economies that were better able to withstand the financial 
crisis than those that were more exposed to the aggressive expansion of housing credit. 
As Shelter point out: 

During the 1950s and 1960s, before the era of rapid house price inflation even 
began, we were able to build up to four times as many new homes per year as we 
have done in recent years. Equally, in the years of most rapid house price inflation 
(1997-2003) we were building record low numbers of homes.112

Letting the market rip is what has given us this housing crisis; more of the same is a 
recipe for disaster. 

What is an “affordable” rent? 

A major driver of the current housing crisis is the failure to build enough homes over 
recent decades to keep pace with growing demand. Local authorities have not been 
given the power to invest in new council homes, and the private sector hasn’t built 
at sufficient levels – in part because of “land-banking”, where investments in land 
can be relied upon to appreciate in value without the risk associated with building 
projects. 

The government’s “solution” to the problem of building more affordable homes 
has been to cut levels of direct investment, allowing housing associations and private 
developers to capitalise new developments for the social rented sector, and allowing them 
to market the properties at an intermediate level of “affordable” rents (up to 80% of the 
going market rate). The projects’ higher rents would help to finance the developments, 
lowering the need for up-front public spending. This means that housing associations will 
be stretched in terms of the amount they are forced to borrow, and hence vulnerable either 
to any further shock in the housing market or changes to their rental income as tenants 
affected by welfare reforms fall into arrears. 
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The end of council housing?

The new model of “flexible” social 
rents are encouraged to be let on a 
fixed-term rather than permanent 
basis. While the new rents and tenure 
limits won’t apply to existing social 
tenants directly, only to new lets 
in the first instance, there will be 
pressure over time to re-let only at 
“affordable” rates rather than current 
social rents. There has already been 
pressure on hard-pressed local 
authorities to pursue a policy of 
rent convergence up towards a new 
level of “target rent”. These policies 
are already forcing up a housing 
benefit budget which threatens to 
spiral out of control, and the overall 
benefits cap will mean that for many 
Londoners the so-called “affordable” 
homes are anything but.

What stands to be undermined 
(perhaps fatally) is the existence of 
social housing as offering a kind 
of security of tenure otherwise 
inaccessible to those priced out of 
owner-occupation. The Tories have 
made little secret about their intention 
to move away from a model where 
social housing offers lifetime tenure to tenants in favour of a model where limited-term tenures 
offer only a temporary safety net. Rather than address the long-term crisis in undersupply 
of social housing by allowing local authorities to build new council homes, the coalition has 
sought to undermine the rights of existing tenants in order to socially engineer the usage of the 
current inadequate stock to limit what they view as “under-occupancy”.

Bedroom Tax – an attack on security of tenure

The result is the hated Bedroom Tax, where social tenants face reductions in their housing 
benefit for having rooms that are deemed to be “spare” – 14% for one “spare” room, 25% for 
two or more. In reality the extra rooms are often vital to maintain tenants’ quality of life – for 
single parents without custody to allow their children to visit occasionally, to allow disabled 
people to store wheelchairs or other medical equipment, or to allow the sick room to 
recuperate. Some of the rooms deemed “spare” may have been specially adapted for the needs 
of the tenants, for example to provide a dedicated “sensory space” for an autistic child to rest. 
Under the strict criteria, children of the same sex under 16 are not allowed their own bedrooms 
and children of different sexes have to share rooms until they are at least 10 years old. 

The personal cost

What advocates of the Bedroom Tax either don’t 
see or don’t care about is that these aren’t just 
interchangeable spaces to be swapped in and out 
of at will. They are homes, in which people have 
built up emotional investments. Take Bridget, 
a woman a few years before pensionable age 
whose children had grown up in the house before 
moving away, and whose husband had recently 
died of cancer, his ashes buried in the back 
garden he used to love. Technically she now had 
2 “spare” rooms and so suddenly faced a 25% 
reduction in her housing benefit, – money which 
on a low income she simply couldn’t find. Even 
if an available one-bedroom property could be 
found, is it really a matter of no real importance 
to ask her to leave her home of three decades or 
more?

Or take Herbert, a single West Indian man 
in his forties with mental health needs, who 
some years ago agreed to move into a three-
bed property near the top of a high-rise council 
block – hardly suitable for a mum struggling 
with kids or a pram – since no one-beds where 
available in the local area. Having come to regard 
the property as home, he now faces a similar 
dramatic cut to his already meagre income.
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No smaller homes to move into

What makes the policy all the more vicious is that there simply aren’t enough one or two-
bedroom properties available for people to downsize into. In Newcastle, for example, there 
were said to be 7,000 people “over-occupying” two-bedroom flats, yet just 50 one-bed 
flats were available. What were the other 6,950 meant to do? Stay in their homes but fall 
behind on the rent, or perhaps skip meals or turn off the heating? Turn to payday lenders? 
Or move into the private sector, where higher rents would push up the cost to the taxpayer 
and eliminate the promised “savings” to the housing benefit bill? We know from a National 
Housing Federation survey that two-thirds of households affected by the bedroom tax 
have fallen into rent arrears, with one in seven having received notices of eviction.113 This 
is even factoring in the use of discretionary housing payments (DHP), a temporary source 
of funding that has allowed councils to cushion the burden as far as possible. When this 
help dries up, the situation could become much worse still. The resulting shortfall in rental 
income is having an impact on the budgets of both local authorities and registered social 
landlords, which is likely to mean that even those tenants exempt from paying the Bedroom 
Tax directly will nevertheless feel the impact in terms of the reduction in maintenance 
and repairs to their properties. Meanwhile, in the absence of significantly more genuinely 
affordable properties, the waiting list for social housing are continuing to grow.

Expansion of private renting

The net result of the crisis we have described in both the affordability of home ownership 
and the scarcity of available properties at social rents has been a massive increase in the 
numbers of people forced into the private rented sector. We witnessed a colossal increase 
in the private rented sector of 134% in the period 1991-2011, and more than 10 million 
people (4 million households) are now in privately rented accommodation, 17% of all UK 
households.114 In the last decade alone the numbers renting from a private landlord has leapt 
by 69%.115 This closely tracks the massive increase in house prices over the same period. 

Although the private rental market is useful to some people who want the convenience 
of short-term tenancies and the flexibility to move around, a growing majority of private 
renters are stuck with no other option since they can neither afford a mortgage nor access 
social housing. Accordingly, the make-up of those renting privately is changing. Today, “a 
third of renting households are families with children, and half of households renting are 35 
or older”.116 So what are the disadvantages faced by this new “Generation Rent”?

Soaring cost of renting

Firstly, renting from a private landlord is very costly, and increasingly more so. Rents have 
been on the increase in 83% of local authority areas, and in every area of the country other 
than the North East.117 Shelter’s report The Rent Trap explains:

The average rent on a home is more costly than paying a mortgage in every region 
of England, even after accounting for homeowners’ repair and maintenance costs. 
Government statistics show that renters pay an average of £75 more a month than 
people with a mortgage, yet renters typically earn less than home owners.118
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Nearly half (49%) of respondents to a YouGov survey said they received “poor or very 
poor value for money” from renting privately.119 High rents are seriously eating into incomes, 
with the typical family in London having to fork out an average 59% of their income in 
rent.120 Clearly, costs on this scale make saving towards a deposit on a home difficult or 
impossible. As Shelter reported:

Renting families on average have £179 a month after paying rent and other 
essentials. But more than half of renting families have £50 or less left over... 81% of 
renting families say they are able to save £50 or less each month from the money 
leftover after essentials, and the average is just £63 a month... 58% are unable to 
set aside any money for saving each month.121

Given that the average deposit on a house last year reached £26,500 (in London, a 
shocking £72,760)122 it is clear how far most families in private rented accommodation 
are from home ownership. The impact this has on the lives of millions cannot be 
underestimated. 

Rip-off agencies

But the rip off doesn’t end there. Private tenants have to run the gamut of the poorly-
regulated residential lettings agency market. Over 60% of tenancies in England involve a 
letting agency, contracted by the landlord to find a suitable tenant and often to manage the 
property. If prospective tenants want a particular property, they have little choice but to deal 
with the letting agency marketing it and little power to negotiate over terms. In addition to 
asking for a deposit and at least a month’s rent in advance, letting agencies will often charge 
additional and unpredictable hidden fees:

Tenants renting from a letting agency are most likely to be charged an admin fee 
(70%), initial contract fee (62%), or credit check (52%)... There are widespread 
concerns that fees are not made clear enough to tenants early enough in the lettings 
process. Fewer than half (43%) of all renters surveyed for Shelter said that their letting 
agency was open and transparent about the fees they would be asked to pay.123

All this would be bad enough if tenants only felt fleeced by letting agents on a one-off 
basis. But since most shorthold tenancies are only for periods of 6 or 12 months, there is 
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every chance of repeat fees.
This whole experience points to a further major downside of private renting, namely the 

uncertainty of tenure, with tenants haunted by the possibility of being given just a couple 
of months to quit or finding themselves subject to an unaffordable hike in their rents. The 
experience of flat-hunting is stressful enough even for the young and unattached, but for 
families with young children the prospect of having to undergo several disruptive moves in 
relatively short succession is frightening.

Poor conditions and “beds in sheds”

Another key drawback to private renting is that the most affordable properties are also 
the most likely to be poor living environments. The most recent English Housing Survey 
showed that a third of homes (1.3 million) in the private rented sector failed to meet the 
government’s Decent Homes Standard (more than double the rate of the social rented 
sector), with 18.9% being reported as constituting a Category 1 (serious) hazard.124 Shelter’s 
research shows that:

61 per cent of tenants have experienced at least one of the following problems in 
the last 12 months: mould or damp; leaking roofs or windows; electrical hazards; 
animal infestations or a gas leak.125

The landlords in question might be outright rogue operators, determined to extract the 
maximum possible rent at the lowest possible cost to themselves with no thought whatever 
to the safety and health of their tenants. Or they might just be ignorant or ill-equipped 
landlords unaware of their responsibilities, the extent of the problem or the action needed 
to put it right. But the tenant has little power in relation to a landlord who refuses to make 
the necessary repairs. 

Local authorities do have the power to compel landlords to act. But they generally 
rely on responding to complaints, and currently only around 8% of renters have made 
official complaints.126 The problem of under-reporting is no doubt partly because they 
fear that landlords will evict them for insisting on improvements, given the relative lack of 
protections in law. 

The lack of access to decent housing can be compounded by the increasing 
overcrowding of privately let properties due to the crisis of affordability. This is a particular 
problem for migrant workers exploited by rogue landlords, for example trying to bypass 
planning laws by charging people for sleeping in overcrowded temporary structures, known 
as “beds in sheds”. Some councils like the London Borough of Newham have looked to 
introduce a licensing scheme for private landlords, although there are concerns about the 
way this has been linked to the policing of the immigration system. 

No home of their own

But even where there is accommodation, the prospect of having to share a home out of 
financial necessity rather than choice is another growing problem for “Generation Rent”. 
This is particularly the case since the government increased the threshold for which single 
adults could qualify for housing benefit on a flat of their own to 35. 

Research for homelessness charity Crisis shows that “fewer than 2% of properties are 
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now available and affordable for single young people on housing benefit in the private 
rented sector, despite ministers saying that the cheapest third of properties should be”.127 
Thus for many the student-style flatshare is not something they can leave behind on 
graduation, but a matter of necessity which they face into their mid-30s. As we have seen 
few of those renting privately can afford to buy a home of their own, so even this option is 
bought at the price of delaying – perhaps permanently – the prospect of home ownership. 
No doubt this helps to explain why around 3.3 million (1 in 4) young adults between 20-34 
now live with their parents. 128

This situation is being cited by young people as a cause of stress on the family and 
leading to relationship difficulties. This problem could be made worse still if the mooted 
Tory plans to abolish housing benefit entitlement for under-25s comes in. As Crisis explains:

About 380,000 people aged under 25 are currently supported by housing benefit. 
Of these, 204,000 are parents (mostly single mothers), at least 66,000 are working, 
and 28,000 are sick or disabled and claiming ESA. Around a quarter (99,000) are 
looking for work. There are many reasons some young people cannot live at 
home. Their parents may have died. There may not be enough space, or indeed 
they might have moved away to look for or take up work. They may have suffered 
abuse at home, or have simply been told they are not welcome to stay or move 
back in. Latest government statistics show that 10,000 people were accepted as 
homeless last year because their parents wouldn’t or couldn’t house them.129

Those unable to find even a shared property they could afford could be part of an 
epidemic of young people made homeless. 

Housing benefit – gravy train for landlords

The housing benefit bill currently stands at £23 billion and is projected to rise still further 
given the expansion of the private rented sector. But if the government wants to cut the 
overall bill then their approach is exactly the wrong way to go about it, since it punishes 
the poor and vulnerable for their poverty whilst doing nothing to address the underlying 
structural causes of the rocketing costs. In effect the present system provides a lavish 
subsidy to private landlords, “buy-to-let” speculators and property tycoons amounting to 
£9.2 billion per year,130 allowing them to hike rents beyond what millions can afford. 

Indeed, as research by the Daily Mirror and GMB union based on Freedom of Information 
requests to local authorities shows, housing benefit payments hand millions directly to 
landlords. It reported that the Britain’s richest MP, the Tory Richard Benyon (a critic of the 
welfare system) makes £625,000 from housing benefit each year. Similarly, Lord Cavendish 
benefitted from £106,938 in housing welfare last year from Barrow council in Cumbria 
through his shareholding in Holker Estates and the Earl Cadogan, who has given £23,000 to 
the Tories, has received £116,400 in benefits from Kensington and Chelsea.131 These are the 
real “benefit scroungers” ripping off the hardworking taxpayer. If we are going to tackle the 
housing crisis we need bold policy solutions which can tackle the crisis in supply and start 
to get genuinely affordable houses built in the right places, hold down rents, bring down 
the welfare bill by making sure it benefits tenants rather than landlords, begins to stabilise 
house prices and deflate the housing bubble. 

Labour has as yet taken only small, hesitating steps in this direction. Miliband has 
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n  Allow local authorities to build council houses and borrow more to invest in 
this vital infrastructure and commit to a national house-building programme 
of publicly owned stock to guarantee that at least 300,000 genuinely affordable 
properties are built each year, with the emphasis on environmentally sustainable 
planning and building.

n  Scrap Help to Buy but use the public stake in high street banks to provide low-
cost lending, including mortgages, and allow councils to borrow to take out an 
equity stake in first home purchases, to be repaid via rent repayments. 

n  End the exemption of first homes from Inheritance Tax.
n  Scrap the Bedroom Tax and retain housing benefit for under 25s.
n  Reinstate the Council Tax Benefit scheme abolished by the coalition.
n  Reintroduce effective rent controls.
n  Houses are for living in, not speculation – introduce punitive taxes on second 

homes and all further homes.
n  Abolish the “right to buy” council housing.
n  Introduce a land value tax on the unearned income accruing to landowners  

and developers.
n  Stop land-banking by allowing the compulsory purchase of land where 

development has yet to begin within 12 months of planning permission  
being granted, or after 12 months has expired with no planning permission  
being sought.

n  Introduce an effective licensing scheme for private landlords to drive up 
standards, acting wholly independently from policing of the immigration system.

n  Establish a national publicly-owned letting agency operating on a not-for- 
profit basis.

n  All new housing developments to contain a minimum number for rent at 
no higher than the rate of social rents and contain shared public space and 
community facilities.

committed to building 200,000 more homes a year, which is welcome, although it is 
not clear what percentage will be genuinely affordable and he has not committed to an 
expansion in council house-building. Plans to extend security of tenure and ban excessive 
lettings charges are also welcome but limited. Most tellingly, while the announcement 
of a cap on mid-tenancy rent rises by landlords is positive, this is simply a policy to limit 
the further growth in already intolerable levels of unaffordability, since rents are already 
astronomically high compared to incomes. What it will not deliver is the comprehensive 
package of rent controls that we would need to end the lavish subsidy to landlords via 
housing benefit and fully reset the rental market to the advantage of the renter. 

The change we need on housing
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3.3 million (1 in 4)  
young adults 
between 20-34  
now live with  
their parents.
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5 Conclusion

Outlook remains bleak

With the real value of wages having suffered the most sustained squeeze on record, benefits 
slashed as part of a neoliberal onslaught against the idea of a welfare state providing social 
security on a universal basis, and a new “flexible” model of low paid, part-time jobs taking 
in-work poverty to record levels, the outlook for the incomes of ordinary families remains 
bleak. Add into the mix the unaffordability of home ownership for millions, sky-high private 
rents, the precarious ability of many to repay the mortgage if interest rates go up and the 
erosion of secure tenure in the social rented sector and the picture of misery is worse still.

Quality of life under attack

While this analysis concentrates on the cost of living in primarily financial terms, it is of 
course impossible to isolate monetary costs from all those other costs to our quality of 
life – working ever longer hours so you don’t have time to enjoy free time and relax; feeling 
more anxious, uncertain or depressed about our lives; experiencing services where targets 
and profits come before the dignity of the human beings; living in an environment which is 
damaged so that a rich elite can prosper. None of these things are necessarily disclosed by 
raw figures like GDP that measure economic output.

For all the talk about the economy’s return to recovery, the “feelgood factor” is absent. 
With an economy where rewards are so skewed to the top 1%, people simply don’t 
feel that the proceeds of growth will be felt equally. The “recovery” – itself built on the 
unsustainable basis of a house price bubble – does not ring true for millions of working 
people. Unemployment is masked by the new plague of zero hours contracts, bogus self-
employment and continuing under-employment.

Unions needed more than ever

While this picture has got significantly worse following the financial crisis of 2008 and the 
austerity regime that followed in its wake, these problems have their basis in structural 
changes that successive governments have sought to deliver since the mid-late 1970s – the 
familiar litany of neoliberal measures which Thatcher did so much to introduce, and New 
Labour pretended could be squared with social justice.

It is no coincidence that this period was inaugurated with an outright attack on trade 
unions via a series of measures that put legal and administrative hurdles in the way of their 
ability to take strike action, conduct solidarity (secondary) picketing, maintain closed-shop 
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agreements and more. So, too, the spate of privatisation and outsourcing has been part and 
parcel of a deliberate attack on the collective bargaining power of trade unions.

It is clear from David Cameron’s rhetoric on introducing thresholds for strike ballots 
that his zeal to further contain trade union influence is far from diminished. The fact that 
the average tube driver on London Underground earns over £50,000 is surely sufficient 
evidence of how a well organised union like the RMT with a fighting leadership prepared 
to stand up to management is capable of defending pay and conditions to an extent that 
poorly organised sectors can only envy. Far from being outdated “dinosaurs”, trade unions 
are more necessary than ever in reversing the damage of the last few decades and helping 
ordinary people fight for a better future.

Radical alternatives

The recent attention being given to the cost of living crisis is welcome if overdue. But it is 
clear if we are to address the cost of living crisis it is no good merely tinkering at the edges 
while accepting austerity and the current way in which the economy is structured more 
broadly. In this booklet I have offered a number of policy alternatives which could be 
implemented by a government which genuinely made the cost of living its top priority.

No doubt critics will say the spending implications are “unrealistic”. Firstly, some of the 
proposals – to crack down on in-work poverty by insisting that employers pay a decent 
living wage, or introduce effective rent controls – would save money from the welfare 
budget. Currently welfare spending is effectively used to bail out bosses who make millions 
by paying poverty wages and subsidise landlords through housing benefit. But extra 
resources could also be found via a radical shift in other spending priorities, such as saving 
billions on the planned replacement of the Trident nuclear defence system and ending the 
vast subsidy that goes to owners of private train operating companies.

But if more money ends up going into the pockets of ordinary working people rather 
than being stashed in offshore tax havens or going to bail out banks brought to the edge 
of collapse by a system that encourages reckless greed, why should we have to apologise? 
Ultimately it is a question of priorities.
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BRITAIN NEEDS A PAY RISE

n http://www.tuc.org.uk/economic-issues/britain-needs-pay-rise

INTERN AWARE

n http://www.internaware.org.uk/

BOYCOTT WORKFARE

n http://www.boycottworkfare.org/

LIVING WAGE FOUNDATION

n http://www.livingwage.org.uk/

YOUTH FIGHT FOR JOBS

n http://www.youthfightforjobs.com/

FAST FOOD RIGHTS

n http://fastfoodrights.wordpress.com/

DISABLED PEOPLE AGAINST THE CUTS

n http://dpac.uk.net/

ANTI BEDROOM TAX AND BENEFIT JUSTICE FEDERATION

n http://antibedroomtax.org.uk/

CITIZEN’S INCOME TRUST

n http://www.citizensincome.org/

RADCIAL HOUSING NETWORK

n http://radicalhousingnetwork.org/

GENERATION RENT

n http://generation-rent.com/

TAKE ACTION:
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The Trade Union Co-ordinating Group (TUCG) brings together nine national unions 
(BFAWU, FBU, NAPO, NUJ, NUT, PCS, POA, RMT, UCU and URTU) to co-ordinate 
campaigning activities in Parliament and beyond. 

www.tucg.org.uk

Bakers, Food and Allied Workers Union (BFAWU)
Fire Bridages Union (FBU)
Trade Union and Professional Association for Probation and Family Courts Staff (NAPO)
National Union of Journalists (NUJ)
National Union of Teachers (NUT)
Public and Commercial Services Union (PCS)
Prison Officers Association (POA)
Rail, Maritime and Transport Union (RMT)
United Road Transport Union (URTU)
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