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The selection and evaluation of a method for measuring child poverty is dependant on 

a thorough understanding of the concept of child poverty. This paper provides a brief 

overview of the concept of poverty and the problems inherent in its definition, before 

looking at how the government could approach its measurement.  

 

Section 1 will outline the definitions of child poverty, and emphasise that its 

measurement cannot be attempted through a single variable, but rather a combination 

of metrics to cover the various types of child poverty. Section 2 discusses the main 

approaches to measuring child poverty and offers a selection of the most appropriate 

metrics for use in the United Kingdom. Section 3 concludes by setting out which 

measures would be most likely to reduce child poverty, carefully distinguishing 

between a statistical reduction in the chosen poverty measure and a reduction in the 

complex underlying phenomenon.  

 

1   Defining Poverty 

Poverty and being poor is a multi-faceted phenomenon, broadly defined as “persons, 

families and groups of persons whose resources (material, cultural and social) are so 

limited as to exclude them from the minimum acceptable way of life” (UNICEF 2000: 

6). This definition has embodied the concept of poverty since the 1980s although it 

includes such a wide range of issues that disagreements on the proper measurement of 
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poverty have persisted
1
 while different countries often have idiosyncratic ideas of 

what it means to be poor (Gordon and Spicker 1998). 

 

Poverty is therefore both an issue of absolute material resources and of participating 

in the social setting without hindrance. As such poverty is a relative issue differing 

from country to country and measures of poverty necessarily have to reflect this.  

 

1.1   Children and Poverty 

Children are particularly vulnerable to the effects of poverty. According to UNICEF 

(2005: 6) “many of the more intractable social problems facing economically 

developed societies can be seen to be in some way related to poverty, disadvantage, 

and denial of opportunity during the early years of life.” The early years of life is 

generally taken to mean ages 0-18 in the Organisation for Economic Co-operation and 

Development (OECD) Countries although definitions differ across countries. 

 

The UK Department for Work and Pensions (DWP) defines children, with respect to 

child poverty, as those aged 0-15 years (DWP 2003). For the purposes of the 

Household Below Average Income Analysis, which guides the department‟s current 

measures of child poverty, children are defined as 0-16 year olds, but after April 2006, 

unmarried 16-19 year olds who are in full-time education were also included (DWP 

2008: 56). 

 

The measurement of child poverty thus requires two things. Firstly, consensus on how 

to define children, based on age, and secondly, a need to quantify the causes or effects 

of poverty broadly defined, in both an absolute and relative manner.  

 

2   Measuring Child Poverty 

This section will outline the main approaches used for the measurement of poverty. 

Part 2.1 looks at headcount poverty lines, detailing in section 2.1.1 how they can be 

used to estimate child poverty. Section 2.2 gives an overview of poverty gap Analysis, 

                                                 
1
 See for example Amartya Sen‟s seminal Poverty and famines: an essay on entitlement and 

deprivation (1982) for a discussion of the different measures. More recently Øyen et al 

(1996) and Laderchi, Saith and Stewart (2003) have discussed the different methods still in use, while 

Bourguignon and Chakravarty (2003) suggests a method for building “multidimensional poverty 

measures” (2003: 25) 
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section 2.3 looks at the alternative to national data with local surveys and section 2.4 

explores the idea of poverty indexes. 

 

The majority of research on poverty relates to non-OECD countries
2
 and a recurrent 

theme is whether survey data or national accounting data give the best estimate for the 

incidence of poverty. National accounting data is criticised as too aggregated and 

basic in many non-OECD countries and even if income data is accurate, its impact on 

the consumption and wealth of a household is often limited due to the nature of the 

economy (cf. Gordon et al. 2003). For OECD countries which are mainly monetised 

fully functioning market economies, this issue is less significant, as the OECD Best 

Practice guidelines for poverty measurement emphasise: “in developed market 

economies, where basic health care and education for all have largely been achieved, 

income is the most useful single guide to poverty levels and to changes in those levels 

over time” (OECD 2005: 9).  Therefore a large part of the literature on child poverty 

relating to „high-income countries‟ as defined by the World Bank, focus on the cause 

of poverty – income – rather than the effects of poverty. 

 

2.1   Poverty Lines 

Poverty lines are the most common method for measuring both poverty and child 

poverty
3
. A poverty line is an arbitrary threshold at some average level of income or 

other metric. The standard „Headcount‟ method looks at the whole population of a 

country and sets a threshold below which any household is defined as being in 

„poverty‟. A poverty line usually assumes that its metric is the most important or 

significant factor in determining the level of relative poverty. As income is deemed to 

be the most significant factor in determining the poverty of an OECD country, income 

poverty lines are particularly suitable for analysis relating to the UK
4
. 

 

A poverty line focussed on income requires good empirical data on the total 

population and the distribution of income. Once assembled one can either introduce 

an „absolute‟ element, by defining some minimum income under which subsistence is 

threatened or a relative measure can be set as some proportion of the average income. 

                                                 
2
 As in the UNDP annual Human Development Report or World Bank‟s World Development Report 

which focus on non-OECD countries. 
3
 See for Example UNICEF (2005) or OECD (2007) 

4
 Which have been calculated by the Household Below Average Income project since 1998. 
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Absolute measures of poverty include minimum nutrition estimates or the $1-a-day 

expenditure threshold used by the World Bank (2001) in „low-income countries‟. For 

OECD countries like the United Kingdom, it is not subsistence but deprivation 

through low income which is the main concern, so a relative poverty line is 

preferable. 

 

The choice of average for this poverty line is significant: If the distribution of income 

is skewed in one direction with a long tail, which is the case in the UK (DWP 2008: 

12), then the mean will be skewed towards that tail end giving a biased average. The 

mode, accounts for the most frequent income earned, but in a situation where a large 

proportion of the population is clustered at some level of income, it would give a 

biased estimate of the average. The median, which is the middle observation, is 

generally seen as a less biased average, unaffected by large tails and clustering of 

data, it has become the average of choice in setting poverty lines. 

 

UNICEF (2005) and OECD (2007) both apply a threshold where poverty is defined as 

50% of the median income, while the DWP (2003, 2008) and EU (2008) recommends 

the use of a stronger 60% threshold. 

 

2.1.1   Child Poverty Lines 

To make the transition from a population estimate of poverty to a child poverty 

estimate, children and adults need to be identified and then accounted for, because 

there are economies of scale in household consumption. If a set of parents have twins, 

their electricity or clothes budget will not automatically double, but it will rise. While 

income may be the preferred metric in an OECD country for evaluating the poverty of 

a household, the households demands on that income have to be factored in, and the 

number of children, their age, the location of households, and the number of adults 

need to be included herein as well. 

 

Adult Equivalence Scales (AES) are used to estimate the impact of these factors, 

although different countries have tended to use different scales. The square root scale 

is the simplest, and is used by the OECD to compare poverty and inequality across 

countries, by dividing the household income by the square root of its residents. The 

„Modified OECD‟ method (just „OECD‟ in the table) is becoming the international 
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standard, after being adopted by the EU (2008), and the UK Department for Works 

and Pensions (DWP) are planning to adopt it in place of the McClements scale (DWP 

2008). Below is a simplified comparison of the scales: 

 

Table 1: OECD Adjusted family size equivalence scales 

 Square Root OECD McClements 

Single Adult 1.00 1.00 1.00 

Lone Parent, 1 child 1.41 1.30-1.50 1.33-1.52 

Lone Parent, 2 children 1.73 1.60-2.00 1.66-2.05 

Couple, no children 1.41 1.50 1.64 

Couple, 1 child 1.73 1.80-2.00 1.97-2.16 

Couple, 2 children 2.00 2.10-2.50 2.30-2.69 
Note: Simplified scales, ranges represent the difference from age of children or  

location of households. OECD (2007: 12), based on Atkinson et al (1995). 

 

It is important to note that these scales impact child poverty lines significantly. For 

example, a couple with two children would have a poverty line 20%-30% higher on 

the McClements scale than on the Square Root scale. For a single nation, time-

consistent comparisons require that only one AES is utilised, or if the measure is 

changed, that past data be calibrated. For international comparison the AES have to be 

compatible to yield useful results.  

 

2.2   Poverty Gap Ratios 

It is possible to analyse the gap between the poor and what is required to lift them out 

of poverty by building on the Headcount poverty lines. A gap ratio is found by 

summing the total differences between each poor household and the poverty threshold 

and dividing it by the total number of poor households or the average income. This 

will provide an „income gap‟ or „poverty gap‟ delineating how much income is 

needed to eradicate the poverty or (when dividing by average income) giving an index 

for the gap.  

 

Lower income gaps indicate that the distance in terms of income from the average 

poor household to the threshold is relatively short, so the acuteness of poverty is not 

very severe. A concern with this method is whether the lowest income households 

have the lowest living standards. While the OECD (2007) maintains that this holds on 

average for its member countries, Brewer et al (2009) present evidence to suggest that 
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the lowest income households in the United Kingdom do not have the lowest standard 

of living and that more attention needs to be paid to the type of employment parents 

are in. 

 

2.3 Household issues 

Rather than take national data and set a threshold, surveys to estimate the expenditure, 

income or consumption of individual households have been used by the World Bank 

(2001) and other aid agencies to assess the incidence of poverty in non-OECD 

countries. These usually focus on the ability to subsist, although surveys of the effects 

from poverty looking at a much broader spectrum of issues, such as happiness, well-

being and literacy have also been implemented (cf. Sender 1999).  

 

The issue of subsistence is of less relevance to British concerns, but in terms of 

relative poverty there is a concern about deprivation as a result of poverty. The DWP 

(2003: 13) recognises that “deprivation measures resonate well with the public 

perception of poverty and the view that a poverty measure should encompass some 

idea of the practical effects that result from living in low income” and should be 

included as a benchmark for defining the lowest income earners. Also, national 

income data tell us woefully little on the incidence of poverty within the household as 

income is spent on non-child relevant consumption, assets or transferable wealth 

which can be covered by household surveys focussing on expenditure.  

  

2.4    Poverty Indexes 

An alternative approach to measuring poverty is through the construction of „poverty 

indexes‟ where a set of independent variables, usually on a national scale, combine to 

provide an index of poverty. Various indexes have been constructed such as the 

Physical Quality of life Index (PQLI), The Human Poverty Index (HPI) or the Human 

Development Index (HDI)
5
. 

 

These measures have been critiqued heavily because the dependent variable is often 

driven primarily by the changes in GDP and there is no way to assign weights to the 

                                                 
5
 See Morris (1979) on PQLF, Seers (1972) on HPI or UNDP (1990, 1993) for HDI. 
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somewhat arbitrary independent variables
6
 which should proxy for poverty. 

Furthermore these measures fail to reflect the level of poverty or development in 

„high-income countries‟: In the HDI the proxy indexes for education and life-

expectancy are almost equal for OECD countries so the index only reflects GDP. 

Similarly for HPI, the UN was forced to create a separate HPI-2 for OECD nations
7
. 

 

3   Choosing several measures appropriate for the UK 

To successfully measure child poverty, a combination of the above methods should be 

used. While poverty indices have relatively little explanatory power for the UK, 

relative poverty thresholds based on income should provide a reliable base for 

estimates.  

 

Problematically, the Poverty Line approach has been found to create policy bias for 

governments trying to alleviate poverty
8
. When the poverty line is fixed at 60% of the 

median income, then any household whose AES adjusted income rises above the 

threshold is officially „lifted out‟ of poverty. This has tended to focus policy makers, 

who are rational agents, on the most cost-efficient reduction in the statistical poverty. 

This is done by increasing the incomes of households close to the poverty line. This 

keeps the cost of poverty alleviation down, but will systematically under-invest in 

those who are worst off and who would gain the most welfare from marginal 

increases in income. So those households who have the lowest income, and are thus 

„poorest‟ are ignored by the rational decision of policy makers who statistically 

reduce „poverty‟ in the least effective manner. Moreover, if their aim is to only lift 

people out of poverty, there would be little concern for those going back into poverty, 

or the long term implications of this. 

 

Therefore I would suggest that the government combine a relative poverty threshold 

with a time-benchmarked threshold. Tracing households which were in poverty, and 

ensuring they do not fall back in. This could generate a sustainable decrease in the 

incidence of measured child poverty. 

                                                 
6
 Cf. Ravaillon (1997) on the HDI in particular or McGillivray (1991) on the HPI. 

7
 The UNDP HPI-2 index for 2007-8 are available on 

http://hdrstats.undp.org/indicators/display_cf_xls_indicator.cfm?indic_byyear_id=27 
8
 See Ray (1997: 255) for the theoretical discussion of this bias in the development economics 

literature. 
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With the forthcoming Child Poverty Bill
9
 government may be tempted to decrease the 

„statistical poverty‟, as they propose to ensure that less than 10% of children live in 

households with under 60% of the median income (§2.1) and 5% of children under 

70% of the median (§3.1) by 2020.  Given the UK income distribution there is space 

for such statistical reduction in child poverty:  

 

Figure 2: Poverty and Child Poverty Lines for Britain, 2008 

 
Source: DWP 2008; Department for Works and Pensions with National Statistics, adapted from figure 

4.1, BHC, page 56. Adult distribution derived from p. 40, child distribution from p. 72 

 

By focusing on the 13% of households who are closest to the 60% threshold, of which 

11% are already within the UNICEF 50% boundary, the government could reach its 

2020 target
10

 while leaving the 10% poorest children behind. It would therefore be 

useful to have income gap analysis to avoid the policy bias inherent in the headcount 

ratio. The income gap would increase if those just below poverty were lifted out, 

while the bottom 5% and 10% were left behind, checking the statistical poverty 

reduction Finally a household survey detailing child relevant consumption would 

                                                 
9
 Second reading of the bill entitled Child Poverty Bill (Bill 112) introduced by Stephen Timms (HM 

Treasury) took Place in the House of Commons on 20 July 2009, and is available in its current draft 

form at http://services.parliament.uk/bills/2008-09/childpoverty.html 
10

 Should the government re-evaluate its median and set the poverty line at 50% in the Bill like 

UNICEF (2005) or OECD (2007) standards, it will have almost accomplished its 2020 goal of reducing 

child poverty to less than 10% already. 

50% of 
Median 

60% of 
Median 

Median 
£393 

% of population in group 

  12%      11%       73% 

  11%       7%        82% All individuals 

Children 
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ensure that the poorest households maintain a certain level of child spending
11

. 

Together these three measures would discipline policy makers to not only address the 

statistical phenomenon that is child poverty, but also address some of the underlying 

issues involved. 
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