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OVERVIEW OF SMC METHODOLOGY



The need for the Commission

• The last 20 years has seen continued debate over whether and how to measure 
poverty in the UK.

• The UK has had official measures, legislated targets and now, no official measure 
of poverty for either children or adults.

• This means focus in the UK has been more about measurement, than the 
discussion that’s needed to tackle poverty.

• This provided a real opportunity to develop a measure that focuses policymakers’ 
minds on things that matter.



The Commissioners
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What the Commission wanted to measure
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• Focus on poverty

• “Poverty Now”

• With reference to society

• Neutrality

• Lived experience

• Ongoing measurement

• Those not captured in surveys



Measurement framework
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What does poverty mean?

7

Will not 
adequately meet…

Commissioners decided that poverty is reflected by a situation where:

Available 
resources

Immediate 
material needs



Creating a measure of available resources
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Net income
TOTAL 

RESOURCES 
AVAILABLE

Other available 
resources

Weekly 
measure of 

available assets

Debt 
repayments

Mandated 
weekly debt 
repayments

Inescapable 
family-specific 

costs

Recurring 
housing costs

Childcare costs

Extra costs of 
disability

Social care 
costs



Immediate needs
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1) Setting a benchmark for 
social norms

2) Setting a threshold under 
this for poverty

Poverty line

Median Total Resources 
Available

54%

54% of median Total 
Resources Available



1. How does the poverty line move over 

time?

Commissioners wanted a measure that:

- Was more stable

- Responded to changes in societal 

expectations, living standards and norms; 

but

- Was not immediately impacted one-for-one 

by economic shocks.

Other major features
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2. Housing adequacy

Commissioners wanted a measure that:

- Took some account of those families unable 

to meet their housing needs; and

- Took the first steps to being able to include 

more of those who are unlikely to be 

included in household surveys.

Achieved by using a three-year rolling 
average of the poverty line

Accounting for overcrowding and 
those who are sleeping rough



Understanding more about poverty
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SELECTED SUMMARY RESULTS



Poverty in the UK over time
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The overall rate of poverty in the UK has remained between 21% and 25% 
over the last two decades



Poverty rates for different groups
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But there have been significant changes in poverty rates for different groups



How does the SMC measure differ to HBAI?
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Both 
measures

ONLY HBAI – AHC relative 
low-income

ONLY SMC measure
ONLY HBAI – AHC relative 

low-income
ONLY SMC measure

10% are materially 
deprived

32% are materially 
deprived

40% are 
materially 
deprived



Poverty depth
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13% of the UK 
population (and 
six in ten of those 
in poverty) are 
more than 25% 
below the poverty 
line



Some success on poverty depth since 2000/01

Change in proportion of UK population at different depths of poverty, since 2000/01

A large reduction in the proportion of people 25%-50% below the poverty line has driven increases 

in those at or near the poverty line.



But not for very deep poverty
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Nearly a third of people in poverty are more than 50% below the poverty line: a situation that 

hasn’t changed since 2000/01



Poverty persistence
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Depth and persistence are closely related

Those in deep levels of poverty are far more likely to also experience persistent poverty.



Lived Experience Indicators
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Family, relationships and community domain:



Lived Experience Indicators
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Family finances domain:



Lived Experience Indicators
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Education and labour market opportunity domain:



Lived Experience Indicators
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Health domain:



Persistence and Lived Experience Indicators
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Compared to those in non-persistent poverty, those in persistent poverty are:

- Four percentage points more likely to live in a lone-parent family and four percentage points more likely to be a single adult;

- Ten percentage points more likely to live in a workless family;

- Ten percentage points more likely to live in a family that includes a disabled adult or child;

- More likely to report poor physical and mental ill health and low health satisfaction; and

- 50% more likely to live in a family that is behind in paying the bills.



• Debates in Parliament

• Contribution to Work & Pensions Select Committee enquiry

• UN Rapporteur features our results

• Conferences / presentations for OECD, RSS, APPG Statistics…

• Engagement with Isle of Man, South Korea, New Zealand

• Government has announced development of Experimental Statistics.
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Activities since 2018 Report…



DEVELOPING DWP’S EXPERIMENTAL STATISTICS



FUTURE WORK: EQUIVALISATION



Why look at equivalisation?

Why is equivalisation important?

• The choice of method of equivalisation is central to understanding how the needs of different 
individuals and households vary, based on family size and composition.

• As such, it will have a significant impact on the composition of those in poverty (for any given rate of 
poverty).

Equivalisation in the SMC measure

• The Commission explored two approaches to equivalisation as part of the SMC measure.

• We found that, whilst improvements to the current method used by DWP were possible, there were 
also significant drawbacks to the alternatives.

• It was decided to retain the existing (OECD Modified) approach to equivalisation for the time being, 
and to explore how this could be improved after the 2018 release
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The OECD modified scale

• The measure was updated in 1994.

• Based on the AHC version – developed by DWP (to reflect our choice of resources measure).

• There are a number of potential challenges – for example, assumed equality of the needs of:

• 1 year old and 13-year-old; 

• 14-year-old, 54-year-old and 104-year-old; and

• All family types.

• The 1994 review authors stated:

“Admittedly, this is a pragmatic choice and should be considered as arbitrary as the original OECD scale…In our view, 
more research efforts should be devoted to the choice of equivalence scales”

• Little significant work has been undertaken since then!



Different options exist
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OECD (Modified) (1994-)

Developed as a modification from the original OECD equivalence 
scale to reduce the impact of additional people in the household. 

This approach uses a set of figures assigned to each adult, and a child 
figure that varies depending on if the child is over or under the age of 

14. 

When developed in 1994 it was close to the average of other scales 
derived in the literature.

OECD (Original) (1982-)

Similar to the modified OECD scale, though additional members of a 
household have a lower impact.

It was first proposed for use in 1982 for countries that did not have 
their own equivalisation approach. 

Square Root (1974)-

The square root of the family size can be used to produce an implied 
equivalence scale. This does not take account of differences in the 

characteristics of the family members.

This approach is popular with research, and also used in some recent 
OECD publications, as well as by Japan.

McClements (1977-)

Developed using econometric analysis of the Family Expenditure 
Survey by the Department of Health and Social Security. 

Accounts for different effects such as the number and age of 
children. This was used until the UK Government shifted to OECD to 

boost compatibility with other income statistics.

MIS (2008-)

The MIS work was not initially designed with comparability and 
relativity in mind, but can be used to create equivalence scales.

The MIS approach derives scales from the Minimum Income 
Standard, and assigns values based on if adults are pensioners or not, 

and uses a more complex approach to assign costs to children.

Most scales rely on fairly significant assumptions about family 
structures and compositions.

Each scale has significant strengths and drawbacks, but the most 
used ones are square root methods and the OECD Modified scale.

Ultimately, very few, with the exception of McClements and MIS, are 
based on primary research.



Work plan on equivalisation

Developing new equivalence scales is a potentially significant undertaking. We are taking forward a scoping 
exercise, which will cover:

1. Current situation: Understand how and where issue is relevant (including in non-poverty areas);

2. Conceptual framework: Develop conceptual framework, to show what needs to be developed. For 
instance this might consider:

• The range of factors that should be considered;

• Whether different approaches are needed for different purposes; and

• Whether and how the approach might need to change over time and between different localities / 
countries.

3. Options to consider: Outline what this means for the range of approaches that could be used.

4. How and Decision-making: Develop a detailed research plan and criteria against which decisions can 
be made.
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