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Impact on older households in the UK — essential spending as a
proportion of household income (after-tax)

In 2021-22, older households in the UK spent an average of 42% of their household
income (after-tax) on essential goods & services. This expenditure covers the cost of food
& drink, housing costs and utilities, communications and transport®. In 2022-23, as
average prices rise substantially



Table 1: Proportion of household income (after-tax)



f In2021-22, older households in the eighth



Impact on older households in the UK — spending more than
household income (after-tax) on essential goods & services

In 2022-23, around 2 million older households are projected to have insufficient
household income (after-tax) to cover their spending on essential goods & services.
Almost half (47%) of these households, around 920,000, will be living in poverty or just
above the poverty line and/or be in receipt of income-related benefits.

Table 2 presents these figures and shows that a greater number of older households with
lower household income will have insufficient household income (after-tax) to cover their
spending on essential goods services:
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In 2022-23, around 970,000 older households in the first (lowest) income decile are
projected to have insufficient household income (after-tax) to cover their spending on
essential goods & services. Almost three-in-five (57%) of these households, around
550,000, will be living in poverty or just above the poverty line and/or be in receipt of
income-related benefits.

In 2022-23, around 275,000 older households in the second income decile are
projected to have insufficient household income (after-tax) to cover their spending on
essential goods & services. Around three-in-five (61%) of these households, around
165,000, will be living in poverty or just above the poverty line and/or be in receipt of
income-related benefits.

In 2022-23, around 235,000 older households in the third income decile are projected
to have insufficient household income (after-tax) to cover their spending on essential
goods & services. More than half (54%) of these households, around 125,000, will be
living in poverty or just above the poverty line and/or be in receipt of income-related






Discussion

The United Kingdom is experiencing a cost of living crisis with household incomes not
keeping pace with a relatively high and increasing rate of inflation. The situation is
expected to worsen over the coming months and not improve for a couple of years.

In 2022-23 it is projected that this crisis will mean household income (after-tax) spent on
essential goods & services will increase on average for older households in all deciles of
the income distribution, with those households in lower income deciles impacted more:

f older households with 40% of lowest household incomes (after-tax) are on average
projected to spend more than half of their disposable income on essential goods &
services, whereas in the previous year this was the situation for older households with
the 10% lowest household income (after-tax)

f older households in the lowest income decile are projected to spend on average 78%
of their household income (after-tax) on essential goods & services, a rise from 65%






Expenditure:

1 ONS inflation output data® for expenditure items for the years 2020 and 2021 were
used to project prices for expenditure items from 2019-20 to 2021-22.

f Prices of all expenditure items, other than energy prices, were projected to 2022-23
using Bank of England inflation forecast for 2022-23. The Bank of England forecasts
inflation to average at 9.1% in 2022 Q2 and 10.25% in 2022 Q4. The mid-point of
these two points is around 9.5%, and this is the forecasted inflation rate, on which the
figures presented in this paper are based”.

{ Prices for energy expenditure were projected to 2022-23 by increasing them by 54%
and then a further
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The next steps were to:

{ split all households into equal 10 groups based on their household income (after-
tax) to create household income deciles

f calculate whether households had equivalised household income (after-tax & after
housing costs) below 70% of the weighted median of all equivalised household
income (after-tax & after housing cost) to flag which households are in poverty or just
above the poverty

f identify households in receipt of income-related benefits (which included Universal
Credit, Tax Credits, Employment Support Allowance, Job Seekers Allowance, Income
Support, Incapacity Benefit and Pension Credit)
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