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Foreword  

Last November I published the report London Divided which brought together a range 

of data on income poverty in London. The report drew attention to the enormous 

differences in poverty rates between Inner and Outer London, the ethnic dimension of 

poverty in the capital and the importance of the labour market in explaining London’s 

high rates of child poverty.  

Since that report was published, new figures from the Department for Work and 

Pensions have shown a welcome reduction in the overall child poverty rate for Greater 

London, from 41 per cent to 35 per cent. However, Inner London continues to have by 

far the highest rates of child poverty in Great Britain at 48 per cent, and it is not clear 

that the situation in Inner London has shown any statistically significant improvement. 

Rates of poverty for working age adults and pensioners in Inner London have also 

remained the highest in Great Britain.

One of the purposes of the London Divided report was to provide a firm basis for the 

development of policies to tackle poverty. The recommendations set out in the 

attached consultation paper are intended to open a dialogue with London government 

and stakeholders on the options available to local and regional government.  

Poverty in London is an issue which has long failed to receive the strategic attention it 

requires. While central government has the main role in addressing poverty, I believe 

that London government, working with all stakeholders, has a vital role to play.

Ken Livingstone 

Mayor of London  
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The context: poverty in London in 2003  

Income poverty affects one in four of London’s population. The latest statistics from 

the Department of Work and Pensions show that after housing costs, over a third of 

children in Greater London are living in households with incomes below the 

government’s poverty threshold of 60 per cent of median income. In Inner London, an 

area which in terms of population is comparable in scale to Wales or the North East of 

England, poverty affects 48 per cent of children, 35 per cent of pensioners and 27 per 

cent of working age adults1.

The overall rate of child poverty showed a fall between 2000/01 and 2001/02, from 

41 per cent to 35 per cent. This was the first significant fall in child poverty in the 

capital since the mid 1990s. Analysis of these results by the Department of Work and 

Pensions indicates that there was no statistically significant change in Inner London, 

while in Outer London there was a significant fall. Inner London continues to have by 

far the highest rates of poverty in Great Britain.

These levels of disadvantage coexist with some of the greatest concentrations of 

wealth in Great Britain, within a regional economy which has shown dynamic economic 

and employment growth in recent years. Indeed the relative success of the capital 

measured in terms of a range of economic indicators has occurred in the context of a 

decline in London’s position (compared to the national average) on a range of 

measures of social well-being.  

London now has one of the highest unemployment rates in England, reversing the 

position which obtained in the 1970s and 1980s when the unemployment rate in 

London tended to be among the lowest for any region. Women in London are now less 

likely to be in employment than elsewhere in Britain, having historically experienced 

higher levels of employment than in other regions. The percentage of households with 

children which have nobody in employment is the highest of any region in England at 

23 per cent, a figure which rises to 31 per cent in Inner London2.

The rapid growth in London’s economy over recent years is projected to continue over 

the medium term, with over 600,000 jobs being added by 20163. However the 

experience of the 1990s has demonstrated that strong economic and employment 

growth in the capital is compatible with levels of poverty, particularly in Inner London, 

which deserve to be classified as extreme. It can not be assumed that future economic 

                                           
1

 Department for Work and Pensions Households below average income (2003) tables 4.8, 5.8, 6.8. 

2
 Mayor of London London Divided: income inequality and poverty in the capital (2002) chapter 3 

passim; GLA analysis of Census 2001 Key Statistics.   

3
 Mayor of London The Draft London Plan (2002) p. 23 



growth will deliver more equitable outcomes if action is not taken now to address the 

causes of disadvantage and to maximise the social returns from future investment.  

In some crucial respects the context for London’s development in 2003 is very 

different from that of the late 1980s and early 1990s, as central government has put in 

place a range of measures specifically designed to address the causes of poverty and 

to reduce the incidence of low incomes, primarily through reforms to the tax and 

benefit system, including the Working Tax Credit and the Pension Credit.  

However, within the national policy framework established by these measures there 

remains a need to address the processes which influence poverty levels in different 

parts of the country, and which can lead to national reforms proving more effective in 

some regions than in others. 

Regional factors

Among the factors which are important in explaining the pattern of disadvantage in 

London are:

the cost of housing, transport and childcare:

In areas with high housing costs, households which are currently dependent on 

benefits can face difficulties in returning to or entering the labour market, as the 

gain from entering employment can be completely eroded by loss of entitlement 

to benefits, particularly housing benefit4. This is further compounded by the 

extra costs arising from entering employment, including transport and childcare 

costs.

the pattern of demand for labour:

London’s labour market has changed dramatically over the last twenty years, 

with massive job losses in manufacturing and massive growth in service sector 

employment, particularly in higher skilled jobs. Virtually all the growth in full-

time employment in London in the 1990s was in managerial, professional and 

associate professional occupations5. These jobs generally demand third level 

qualifications. The increased concentration of employment opportunities in 

higher skilled (and higher paid) occupations risks leaving many Londoners with 

low or no qualifications excluded.

the openness of London’s economy:

The growth of highly skilled employment partly reflects the ability of London’s 

labour market to draws on skills throughout the UK and internationally. On 

                                           
4

 Greater London Authority Working families tax credit briefing (2001) p.12. 

5
London Divided p.36-8. 
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average over 150,000 people move into London from elsewhere in the UK every 

year, while London also receives more than half of all international immigration 

into the UK. This means that London residents face an extremely competitive 

labour market, with higher risks of long term exclusion for those who are 

disadvantaged.

the distribution of earnings:

While earnings in London are generally higher than in other regions, the gap 

between the highest paid and the lowest paid is far greater in London. Growth in 

earnings has not been evenly distributed across the workforce, with the gap in 

earnings increasing significantly over the last 20 years. To take one crude 

indicator, male manual earnings in London increased by nine per cent after 

inflation between 1991 and 2001, while male non-manual earnings increased by 

26 per cent6. With earnings rising for much of the workforce and a limited supply 

of housing in London, the cost of living in the capital has increased for all. For 

those in lower paid employment, particularly those with dependants, wages are 

increasingly failing to meet the cost of living.

low rates of part-time working:

Historically, London has tended to have lower rates of part-time working than 

other areas, and this remains the case, although part-time working has been 

increasing in recent years. Part-time work is an important route back into the 

labour market for many women with young children, including lone parents. It is 

striking that while rates of full-time working for lone parents in London are 

above the national average in both Inner and outer London, rates of part-time 

working are far lower, especially in Inner London7.

These factors impact on Londoners of all backgrounds, but groups which generally 

face high levels of disadvantage at national level account for a higher proportion of 

London’s population than elsewhere. Black and minority ethnic groups make up 29 per 

cent of London’s population, and the Mayor’s report London Divided has shown that 

55 per cent of black children and 73 per cent of Bangladeshi and Pakistani children in 

London are living in poverty, once housing costs are taken into account. These rates of 

poverty are similar to those at national level for the same groups, but because they 

make up a larger proportion of London’s population, the ethnic dimension of poverty 

is far more pronounced in London than in other regions. Moreover some minority 

groups, including black African-Caribbean men, experience higher rates of 

disadvantage in London than elsewhere in the UK.  

Nearly a third of all households with children in Inner London are lone parent 

households. Lone parents face higher risks of low incomes across the country, but face 

even greater problems in London, where rates of lone parent employment are low. The 

                                           
6 London Divided p.40  
7

 GLA analysis of Census 2001 Key Statistics, table KS22. 



situation is particularly acute in Inner London, where only 39 per cent of lone parent 

households with dependent children have anyone in employment.  

The geography of disadvantage 

The spatial aspects of poverty in London also need to be taken into account. At the 

broadest level of analysis, the most striking aspect of poverty in London is the 

enormous differences in rates of poverty between Inner and Outer London. Inner 

London shows rates of poverty for children, working age adults and pensioners which 

are far higher than for any region of England. Outer London shows rates of poverty 

which, while higher than in the neighbouring Eastern and South East regions, are 

nonetheless close to or below the national average. 

There are of course variations in levels of poverty within both Inner and Outer London. 

However, the evidence does not indicate that poverty in most parts of Inner London is 

a particularly localised phenomenon. High rates of disadvantage on a number of 

indicators characterise the great majority of adjacent electoral wards in an area 

stretching across most of east and central Inner London, north and south of the river 

and extending across the Inner London boundary into wards in the east and north 

(Barking & Dagenham, Waltham Forest, Greenwich and Enfield) 8. Disadvantage is a 

generalised characteristic of this area rather than a problem confined to a number of 

discrete ‘problem areas’.

The role of London government  

The purpose of this consultation process is to build a consensus around the best 

strategic options for tackling poverty available to London government.

The powers and resources available to regional and local government to address these 

issues are limited. Even the most concentrated efforts on the part of London 

government cannot be expected to eliminate the difference in poverty rates between 

Inner London and the national average. The main role in reducing poverty rests with 

central government.

However, the ultimate success of national policies will depend to an extent on 

addressing those factors which can lead to different outcomes in different areas. It is 

in addressing these factors that London government can make a real contribution to 

tackling poverty.

The Mayor, acting on behalf of the Greater London Authority, has a general power 

under the GLA Act to do anything which he considers will further the principal 

purposes of the Authority. Those principal purposes include ‘promoting social 

development in Greater London’9.

                                           
8   Among the many examples based on different indicators of deprivation, see London Divided, chapter 
2, p.30 (map 3.1), chapter 4, p.48 (map 4.1) and the maps in chapter 6.

9 Greater London Authority Act 1999 section 30 
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Ministerial guidance on the use of the  general power states ‘The Authority’s role is to 

tackle the city’s problems and to promote its strengths. It has a remit to address all 

Londonwide issues - to devise and lead the implementation of crosscutting, integrated 

solutions and initiatives’10.

Use of the  general power is limited by primary legislation and ministerial guidance. For 

example, the Mayor cannot use the general power to take action on ‘a purely local 

issue’: actions have to be intended to have an effect ‘Londonwide or on a significantly 

wider than local basis’. 

In addition, the general power cannot be used to duplicate the statutory functions of 

other authorities and public bodies. This means that the Mayor cannot provide 

housing, education, health or social services where London boroughs or other public 

bodies have the power to provide the same services (and this applies whether or not 

local authorities are actually providing those services.). However the GLA can co-

operate with, or facilitate or co-coordinate the activities of, other public bodies. 

The recommendations in this consultation document are based on this general power. 

In most cases, implementing them will depend crucially on close co-operation between 

the Mayor and other public sector bodies.  

These recommendations are intended to open a debate on the role of London 

government in addressing poverty in the capital. While they are designed to address 

some of the main issues emerging from the analysis outlined above, there are likely to 

be many other proposals which could address these issues, and other analyses of the 

situation which would lead to different proposals. Responses offering different 

perspectives and proposals are strongly encouraged.   

                                           
10

General power guidance from the Secretary of State under Section 30(7) of the Greater 
London Authority Act 1999 



Recommendations  

1: A framework for action

Recommendation: The Mayor and the GLA group organisations should 

seek to ensure that their policies make a positive and significant 

contribution to the reduction of income poverty in Greater London.  

Recommendation: The principal purpose of promoting social development 

in London under Section 30 (2) (b) of the Greater London Authority Act 

1999 should be read as including poverty reduction aims.  

Recommendation: GLA group policies, strategies and projects should 

where relevant, appropriate and feasible, be assessed for the contribution 

they make to poverty reduction aims.  

Recommendation: An annual monitoring report should be produced by the 

Mayor in conjunction with partners, analysing the effectiveness of all 

anti-poverty interventions.

Recommendation: Mayoral efforts specifically intended to address poverty 

should target strategic areas defined in terms of the incidence of 

disadvantage when this is practical, equitable and effective. Action to 

reduce child poverty, for example, could be targeted at those areas where 

25 per cent or more of children are living in households in receipt of 

income support.  

Recommendation: The Mayor should work with those boroughs with the 

greatest concentrations of deprivation and GLA group organisations in 

order to agree an approach to poverty reduction in strategic areas and co-

ordinate action.
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2: Specific recommendations and policies 

Childcare

The London Household Survey and the Mayor’s London Divided report have shown 

that lack of affordable childcare is a major reason for women being excluded from the 

labour market. Women in London are now less likely to be in employment than women 

elsewhere in England, and rates of employment for lone parents in Inner London are 

the lowest in the country.

Government has addressed the need for affordable childcare in two ways: through the 

Working Families Tax Credit (now the Working Tax Credit), which provides help with 

childcare costs directly to low income parents, and through investment in childcare 

provision in deprived areas through the Neighbourhood Nurseries Initiative. However 

Working Families Tax Credit only covers a maximum of 70 per cent of childcare costs, 

up to a limit of £135 a week, leaving parents in high cost areas with a substantial gap 

to make up out of their earnings. Although the Neighbourhood Nurseries Initiative 

provides revenue as well as capital funding, this is limited to three years. 

Equal access to childcare for households at all income levels is central to the Mayor’s 

Draft London Childcare Strategy, published in March 2003. The evidence to date does 

not support the view that access to childcare for lower income households can be 

guaranteed without sustained public funding to reduce the price of childcare. 

Recommendation: The Mayor and the LDA should work with London 
boroughs to co-ordinate action to increase the availability and 
affordability of childcare across strategic areas. 

Recommendation: The Mayor should consult with the LDA and London 
boroughs on the cost and efficiency of subsidising childcare provision for 
parents entering employment and training in strategic areas and on the 
mechanisms by which this might be done.

Flexible working

The low rate of employment among lone parents in London is linked to low levels of 

part-time employment, especially in Inner London. The proportion of lone parents in 

Inner London in full-time employment is slightly higher than at national level, while 

the proportion in part-time employment is far lower. This is consistent with the 

generally low rate of part-time working in London.  

In other parts of the country, part-time working is one of the main routes back into 

the labour market for many women with young children. However, it needs to be 

recognised that women with young children face additional problems in London’s 

labour market due to the higher cost of living. For many, part-time working is not an 

option as it would not provide a significant increase in disposable income. At the same 



time it is unreasonable to expect women with young children to have to choose 

between a poverty income for their household and entering full-time, nine-to-five 

employment.

More affordable childcare would enable many more women to enter either full-time or 

part-time work, but the rigid choice of either full-time or part-time working would still 

prevent many people with caring responsibilities from working in London. 

Public and private sector employers can play an important role in addressing this issue 

through family-friendly employment policies including flexi-time, job-sharing and help 

with childcare.

As of 6 April 2003, employers are legally obliged to seriously consider requests for 

flexible working from staff with children. Some employers, including the Greater 

London Authority, have put policies in place in advance of the legislation coming into 

force.

The aim of this recommendation is to encourage other employers to follow suit, so 

that flexible working is available to prospective staff as well as those already 

employed. At the same time, it is important that those households which would 

benefit most from an expansion of flexible employment are aware of the opportunities 

available.

Recommendation: The Mayor, in conjunction with the LDA and London 

boroughs, should engage with public and private sector employers and 

workless parents in order to achieve significant expansion of flexible and 

family-friendly employment practices and, in conjunction with the 

Employment Service, to link supporting employers with potential 

employees.

Ethnic minority unemployment  

29 per cent of Londoners belong to black and minority ethnic groups. London is the 

most ethnically diverse region in the United Kingdom, and this diversity is positively 

valued by Londoners. However, most of London’s ethnic minority groups experience 

unemployment rates well over twice the national average. Although unemployment 

rates have fallen since the recession of the early 1990s, the gap in unemployment 

between ethnic minority and white workers has increased. 

The levels of labour market disadvantage experienced by the capital’s ethnic minorities 

are socially and economically unsustainable. London’s working age population is 

projected to grow by 580,000 by 2016, and ethnic minorities are projected to account 

for 80 per cent of this growth. Action is necessary now to ensure that younger 

members of minority communities have access to high quality employment.  

The Mayor’s Draft London Plan has adopted the target of eliminating the difference in 

age-specific unemployment rates between white and black and minority ethnic 
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Londoners by 2016. The London Development Agency has also adopted targets on 

black and minority ethnic unemployment. Key to achieving this change will be policies 

targeting younger Londoners, including those who are still in the educational system. 

The public sector has an important role to play in addressing ethnic minority 

unemployment. One in five London residents - over 700,000 individuals- works in the 

public sector, mainly in healthcare, education, public administration and transport. 

With that kind of leverage, public sector organisations can adopt employment 

practices that have an impact on the groups most at disadvantage in the labour 

market.

This would mean going beyond focussing primarily on fairness in the the recruitment 

process and looking towards how future public sector workforce requirements can 

contribute to employment opportunities in deprived areas, working with education 

authorities and Learning and Skills Councils. Co-ordination would be essential in order 

to link public sector workforce planning to education and training opportunities for 

BME school leavers.

Recommendation: The Mayor should seek to enlist the support of public 

sector employers and education authorities in a campaign to increase the 

recruitment of young black and minority ethnic workers. 

London’s Bangladeshi and Pakistani communities 

Seventy-three per cent of children in the Bangladeshi and Pakistani communities in 

London are living in poverty. The unemployment rate in London in 2000/01 was 24 

per cent amongst Bangladeshis, the highest of the black and minority groups, and 

nearly five times the rate of the white population (just over five per cent). Pakistanis 

and Bangladeshis have the lowest average earnings of all groups of employees in 

London.11

The scale of poverty among the Bangladeshi and Pakistani populations demands the 

urgent attention of London government. Policy will need to be based on a better 

understanding of the factors contributing to disadvantage, drawing on both statistical 

research and the local knowledge of the communities affected. It is to be hoped that 

the work involved in developing such an understanding will provide a model for future 

engagement with other disadvantaged communities in the capital. 

The Mayor will establish a working group within the GLA group to 
produce a strategic overview of poverty levels in London’s Bangladeshi 
and Pakistani communities, looking at explanatory factors, including 
access to the labour market and household type, and at geographical 
concentration.  

                                           
11

London Divided Appendix table A.10 (p.123) 



The tax and benefit system

The high cost of living in London contributes to benefit traps which prevent people 

from moving from benefits into employment. The evidence to date indicates that 

central government policies aimed at dealing with these traps have had limited impact 

in London. Receipt of the Working Families Tax Credit (the main ‘in-work’ benefit for 

families with children) has been far lower in London than in other parts of the country, 

while receipt of ‘out-of work’ benefits is at its highest here. With Inner London 

showing the highest levels of poverty in England, central government’s poverty 

reduction strategy will need to take account of how inter-regional differences in the 

cost of living are dealt with through the tax and benefit system.

The Mayor and the LDA will jointly commission research on possible 
changes to the tax and benefit system to deal with the effects of inter-
regional differences in the cost of living on eligibility for and receipt of 
benefits and tax credits, and on the final disposable incomes of benefit 
recipients.

The Mayor will continue to call for a central government review of the 
implications of regional price differences for tax and benefit policies. 

Pensioner poverty 

The Mayor’s report on income poverty in London showed that pensioners in Inner 

London face by far the highest rates of income poverty in Great Britain, a finding 

confirmed by the latest figures from the Department for Work and Pensions. The 

factors driving pensioner poverty in London remain poorly understood, and further 

research is required before policy proposals can be finalised. The initial results of GLA 

research on this issue, making use of the 2001 Census, the GLA’s London Household 

Survey and the Family Resources Survey, will be presented at the second London Older 

People’s Assembly later this year.

The Mayor will commission a major report on the factors driving pensioner 
poverty levels in Inner London.  

Low pay 

While unemployment is the main factor explaining child poverty in London, there are 

still an estimated 37 per cent of children in poverty in households where at least one 

adult is in employment. Wages in London are higher than in other parts of the country, 

even for lower paid occupations, but so are living costs. What counts as a low wage is 

therefore higher in London than elsewhere in Great Britain.  

The comparatively low growth in earnings among lower paid occupational groups is a 

major cause of concern, for reasons of equity and sustainability. It is important that 

the fullest and most up-to-date information on rates of pay for lower paid jobs is 

available to all who need it - including lower paid workers themselves and trade 

unions.
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At the same time, there is scope for public sector bodies to make use of their leverage 

as purchasers to ensure that the private sector companies they employ to deliver 

services for them pay a decent wage. The Greater London Authority has taken legal 

advice on the powers of public sector bodies to require their contractors to offer terms 

and conditions comparable to those in the public sector. This has provided the basis 

for the GLA’s Fair Wages policy in procurement. Similar ‘living wage’ policies have 

been successful in improving earnings for lower paid workers in many cities in the USA. 

Recommendation: The Mayor should consult with trade unions on future 

action on low pay in London.The Mayor should also consult with trade 

unions on a strategy to produce, publish and distribute comprehensive, 

high quality and up-to-date information on rates of pay for lower paid 

occupational groups in London on a regular basis. 

Recommendation: The Mayor should promote the adoption of fair wages 

polices modelled on the GLA’s policy by public sector employers in 

London.

Employment

London has seen an increasing concentration of employment opportunities in the 

higher qualified and higher paid occupational groups. While this brings widespread 

economic benefits to the capital, only part of London’s resident population will be able 

to benefit from opportunities which are generally only available to those with third 

level educational qualifications. Bringing the educational profile of all of London’s 

resident population up to the level of demand can only be a long-term policy aim. In 

the meantime it is important that the prospects for employment in jobs requiring lower 

qualifications are properly understood.

Recommendation: The GLA group should undertake an assessment of the 

potential for growth in skilled, semi-skilled and unskilled non-

professional employment in London.



Annex: Recommendations  

1: A framework for action

Recommendation: The Mayor and the GLA group organisations should 
seek to ensure that their policies make a positive and significant 
contribution to the reduction of income poverty levels in Greater London.

Recommendation: The principal purpose of promoting social development 
in London under Section 30 (2) (b) of the Greater London Authority Act 
1999 should be read as including poverty reduction aims.  

Recommendation: GLA group policies, strategies and projects should 
where relevant, appropriate and feasible be assessed for the contribution 
they make to poverty reduction aims.  

Recommendation: An annual monitoring report should be produced by the 
Mayor in conjunction with partners analysing the effectiveness of all anti-
poverty interventions.

Recommendation: Mayoral efforts specifically intended to address poverty 
should target strategic areas defined in terms of the incidence of 
disadvantage when this is practical, equitable and effective. Action to 
reduce child poverty, for example, could be targeted at those areas where 
25 per cent or more of children are living in households in receipt of 
income support.  

Recommendation: The Mayor should seek to work with those boroughs 
with the greatest concentrations of deprivation and GLA group functional 
bodies in order to agree an approach to poverty reduction in strategic 
areas and co-ordinate actions.

2: Specific recommendations and policies 

Recommendation: The Mayor and the LDA should work with London 
boroughs to co-ordinate action to increase the availability and 
affordability of childcare across strategic areas. 

Recommendation: The Mayor should consult with the LDA and London 
boroughs on the cost and efficiency of subsidising childcare places for 
parents entering employment in strategic areas and on the mechanisms by 
which this might be done.

Recommendation: The Mayor in conjunction with the LDA and London 
boroughs, should engage with public and private sector employers and 
workless parents in order to achieve significant expansion of flexible and 
family-friendly employment practices and, in conjunction with the 
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Employment Service, to link supporting employers with potential 
employees.

Recommendation: The Mayor should seek to enlist the support of public 
sector employers and education authorities in a campaign to increase the 
recruitment of young black and minority ethnic workers. 

The Mayor will establish a working group within the GLA group to 
produce a strategic overview of poverty levels in London’s Bangladeshi 
and Pakistani communities, looking at explanatory factors, including 
access to the labour market and household type, and at geographical 
concentration.  

The Mayor and the LDA will jointly commission research on possible 
changes to the tax and benefit system to deal with the effects of inter-
regional differences in the cost of living on eligibility for and receipt of 
benefits and tax credits, and on the final disposable incomes of benefit 
recipients.

The Mayor will continue to call for a central government review of the 
implications of regional price differences for tax and benefit policies. 

The Mayor will commission a major report on the factors driving pensioner 

poverty levels in Inner London.  

Recommendation: Recommendation: The Mayor should consult with trade 

unions on future action on low pay in London.The Mayor should also 

consult with trade unions on a strategy to produce, publish and distribute 

comprehensive, high quality and up-to-date information on rates of pay 

for lower paid occupational groups in London on a regular basis. 

Recommendation: The Mayor should promote the adoption of fair wages 
polices modelled on the GLA’s policy by all public sector employers in 
London.

Recommendation: The GLA group should undertake an assessment of the 
potential for growth in skilled, semi-skilled and unskilled non-
professional employment in London.
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