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CONTEXT
This September 2022 briefing presents original analysis from the Legatum
Institute using the Social Metrics Commission’s approach to poverty
measurement.
This briefing considers two potential scenarios for poverty over the 2022/23
financial year:
A. Energy costs remain at the level of the 2022 summer price cap – £1,971 a
year for the average household – for the duration of the 2022/23 financial
year.
B. Energy costs rise to an average of £3,549 a year in October 2022i and then
to above £5,300 in January 2023, in line with the projected path of the
energy price cap.ii
By comparing these two scenarios, estimates are made for the poverty
implications of future increases in the energy price cap, controlling for all other
factors.
The two scenarios are also compared with the pre-pandemic level of poverty.
The analysis that follows estimates the number of people in poverty over the
course of the 2022/23 financial year, based on an amended version of the Social
Metrics Commission’s measure of poverty (see the methodology summary for
details). This is the natural measure of poverty to consider these impacts against,
as it already allows for an assessment of other essential costs, like housing,
childcare and the extra costs of disability.
In addition to energy costs, projections of poverty levels consider the following:
•
•
•

Inflation, as projected by the Bank of England.iii
Levels and amounts of current benefit awards.
Cost of living payments announced by the Government in May 2022.
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SUMMARY OF FINDINGS
The Social Metrics Commission has found that the number of people in poverty in
the UK has been relatively stable at around 14 million since the year 2000/01 until
the coronavirus pandemic. The total number of people in poverty in 2019/20 was
13.9 million.
This briefing finds that there will be 15.2 million in poverty over the course of
2022/23 if energy costs remain at summer 2022 levels, but that this would
increase to 16.65 million if the expected price increases take place.
This would be a once in a generation rise in poverty. 2.75 million more people will
be in poverty this winter if energy prices rise as projected, with 1.7 million more in
‘deep poverty’. This would reflect an increase of over 30% on deep poverty levels
when compared with 2019/20.
If energy prices remain at summer 2022 levels, 1.45 million people would be
shielded from poverty and 750,000 people would be shielded from deep poverty.
However, the number of people in poverty will still be over a million greater than
pre-pandemic levels if there is no further intervention.
The impact of energy price rises
In isolation, increases in the energy price cap announced for October and
projected for January will lead to an increase in the number of people in poverty
of 1,450,000, relative to a scenario in which energy prices remain at summer 2022
levels.
Rising energy costs will lead to:
•
•
•

•

450,000 more children in poverty. This reflects a large increase in poverty
among working-age families.
Over a million (1,050,000) more people in poverty in working families.
This means that the majority of those falling into poverty are in families
where someone works.
700,000 more people in poverty in families that include a disabled
person. This compares to 750,000 people in families that do not include a
disabled person, meaning that nearly half of those falling into poverty will
be in families that include a disabled person.
An increase of 750,000 in the number in deep poverty (more than 50%
below the poverty line). This represents an increase of more than 13% in
the number of people in deep poverty.
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But freezing prices will not be enough for some families
Even under the assumption of energy prices fixed at summer 2022 levels, there
will still be 15,200,000 people in poverty over the course of 2022/23.
This would represent the greatest number of people in poverty since the Social
Metrics Commission began measuring poverty in 2000/01, and an increase of 1.3
million when compared with pre-pandemic levels.
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Figure 1: Poverty (number of people) for 2019/20, with projections for two
2022/23 scenarios.

Source: Legatum Institute, Family Resources Survey and HBAI dataset (1998/99 – 2019/20), Living
Costs and Food Survey (2019/20), IPPR tax and benefit model.
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Table 1: Change in poverty due to rising energy prices, relative to scenario in
which energy prices remain at the level of the summer 2022 price cap.
Change in Poverty
Overall

+1,450,000

Working-age adults

+750,000

Children

+450,000

Pensioners

+250,000

People in working families

+1,050,000

People in (working age) non-working families

+150,000

People in retired families

+200,000

People in families that include a disabled person

+700,000

People in families that do not include a disabled person

+750,000

Source: Legatum Institute, Family Resources Survey and HBAI dataset (1998/99 – 2019/20), Living
Costs and Food Survey (2019/20), IPPR tax and benefit model.
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Table 2: Change in poverty depth due to energy price rises, relative to scenario in
which energy prices remain at the level of the summer 2022 price cap.
Distance below poverty line

Change in number of people

Over 50% below the poverty line

+750,000

25.1% to 50% below the poverty line

+200,000

0.1% to 25% below the poverty line

+500,000

0 to 10% above the poverty line

-150,000

10.1 to 25% above the poverty line

-150,000

25% above the poverty line

-1,150,000

Source: Legatum Institute, Family Resources Survey and HBAI dataset (1998/99 – 2019/20), Living
Costs and Food Survey (2019/20), IPPR tax and benefit model.
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SUMMARY OF METHODOLOGY
The briefing models the likely impact of increases in the energy price cap on
poverty in the United Kingdom.
The Social Metrics Commission’s (SMC) measure of poverty (detailed in Annex 1)
does not include consideration of energy costs. The modelling completed for this
briefing has required the definition of an SMC-like measure which considers
energy costs as “inescapable, family-specific costs”, alongside housing costs,
childcare costs and the extra costs of disability. All poverty numbers presented in
this briefing are based on this amended measure.
Households Below Average Income (HBAI) – the income survey used for poverty
measurement – does not include information on household energy costs. Using
the Living Costs and Food Survey (LCF), energy costs are imputed based on the
size of a household, and on household income.
Table 3: Additional Energy consumed, relative to the consumption of a singleperson household. For example, a four-person household consumes 57% more
than a single-person household.
Number of people in household

Additional Energy consumed, relative to a single-person
household

1

-

2

36%

3

51%

4

57%

5+

75%

Source: Legatum Institute, Living Costs and Food Survey (2019/20)
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Table 4: Additional Energy consumed, relative to the consumption of a
household in the bottom income quartile. For example, a household in the top
income quartile consumes 38% more than a household in the bottom income
quartile.
Gross income quartile

Additional Energy consumed, relative to a household in the
bottom income quartile

1 (bottom)

-

2

15%

3

21%

4 (top)

38%

Source: Legatum Institute, Living Costs and Food Survey (2019/20)

For example, a household of four would be expected to use 57% more energy
than a household of one. If this household is in the top income quartile, we would
expect them to use 38% more energy than a household in the bottom quartile of
the gross income distribution. Combining these two factors, we would expect a
household of four in the top gross income quartile to consume 117% more energy
than a one-person household in the bottom income quartile.iv
Energy costs for households in the HBAI dataset are then determined by the
following:
1. Ratios between households are determined by the consumption scales
inferred from the 2019/20 LCF survey.v
2. Overall levels are determined so that average annual household
consumption matches the Ofgem direct-debitvi price cap for the period.vii
Table 5: Energy price cap for direct debit consumers, presented as average
annual energy costs. Energy price caps are averaged across financial years.
Period

Energy Price Cap (£ per annum)
FY 2019/20

1,180

FY 2020/21

1,084

FY 2021/22

1,208

FY 2022/23

3,219

Source: Ofgemviii ix and Cornwall Insightx
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Where multiple families live in the same household, energy costs are allocated
between families proportionally to their equivalisation factors.
Once energy costs are imputed for families, energy costs are deducted the from
SMC’s measure of disposable income – total resources available (TRA).xi Poverty
levels, rates and numbers are then calculated according to this adjusted definition
of TRA.
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ANNEX 1: THE SOCIAL METRICS COMMISSION’S
MEASURE OF POVERTY
This briefing uses the Social Metrics Commission’s measure of poverty as the basis of its analysis.
The SMC was established in 2016, as a response to the fact that the UK no-longer has official poverty
measures agreed and used by Government. It is hosted by the Legatum Institute and is dedicated to
helping policymakers understand and take action to tackle poverty and build prosperity. Its
membership includes people from across the political spectrum as well as poverty and
measurement experts. The Commission’s primary goals have been to develop new poverty metrics
for the UK which both:
•
•

Have long-term political support; and
Effectively identify both those who are in poverty and their experiences of poverty.

The SMC’s landmark report in 2018 outlined a new approach to measuring poverty. As well as
looking at incomes, this approach allows us to account for a range of inescapable costs that reduce
people’s spending power, and the positive impact of people’s liquid assets on alleviating immediate
poverty. These inescapable costs include rent or mortgage payments, childcare and the extra costs
of disability. Liquid assets include savings, stocks and shares. The measure also takes account of
overcrowding in accommodation. As well as a more accurate reflection of a family’s ability to make
ends meet, the SMC’s poverty measure tracks:
•
•
•

The degree to which a family is below the poverty line
The length of time that a family is below the poverty line
The experience of living in poverty.

Following the 2018 report, and an update in 2019, the Commission’s approach received support
from across the political spectrum and from a wide range of experts and people involved in taking
action to tackle poverty.
In the summer of 2019, the Government committed to establishing Experimental Statistics for
poverty based on the SMC’s approach; this is the first step to developing new national statistics on
poverty.

SMC methodology
More details of the SMC’s approach to poverty measurement can be found here:
http://socialmetricscommission.org.uk
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