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To those unseen by the averages, unheard in the headlines, and uncounted in the 
comfort of official optimism. 

 

 

“Truth does not vanish when ignored; it waits beneath the data for someone to notice.”  

- Adam Tugwell 
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A Note from Adam 

 

In January 2025, I asked a question on social media that had been bubbling in my mind 
for a long time: 

Has anyone found a formula to give the rate of impoverishment for people - the 
reduction in the value of money held or promised as earnings - in direct proportion to 
the rate of economic “growth”? 

There were no replies. 

That silence was telling. Not because of reach or algorithms, but because almost no 
one is thinking about impoverishment as a measurable process - even though it is 
happening in real time, to millions of people, in ways that are getting worse and more 
destructive with each passing year. 

The lack of response didn’t discourage me. It confirmed the need for this work. 

The Impoverishment Index grew out of that moment of quiet. It is part of a much wider 
body of systems work I have been developing for years - work focused on understanding 
how societies function, how they fail, and what must change if we are to build 
something better.  

At the heart of that work is a simple truth: systems collapse when the stories they tell 
no longer match the reality people live. 

Today, we are living through such a collapse. 

Not sudden, not dramatic - but slow, cumulative, corrosive. 

A system that concentrates wealth at the top while eroding the foundations beneath 
everyone else. 
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A system that rewards extraction over contribution. 

A system that produces growth without prosperity, and prosperity without security. 

A system that is, in all practical terms, impoverishing the many so that the few may 
become fabulously rich. 

This report is not an act of ideology. It is an act of clarity. 

It is an attempt to measure what is really happening - not what we are told is happening. 

It is an attempt to give language and structure to a process that has been allowed to 
remain invisible for far too long. 

The tweet that began this journey is included here not because it went viral, but 
because it didn’t. 

Because silence is data. 

Because the absence of conversation is itself a symptom of the problem. 

And because sometimes the most important questions are the ones no one else is 
asking. 

This work is for those who feel the strain but cannot explain it, who sense the decline 
but cannot quantify it, who know something is wrong but are told everything is fine. 

It is for those on the wrong side of the system - whether they realise it yet or not. 
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1. Executive Summary 
Across the United Kingdom, a growing number of people report feeling financially 
strained, insecure, and increasingly unable to maintain the standard of living they once 
took for granted. Yet official statistics often paint a far more optimistic picture: wages 
are rising, inflation is easing, and the economy is expanding. This contradiction has 
created a profound sense of confusion and frustration - and for many, a feeling of being 
gaslit by the very institutions meant to inform them. 

This report introduces The Impoverishment Index, a new framework designed to bridge 
the gap between the accepted narrative and the lived experience. It provides a clearer, 
more honest measure of economic wellbeing by combining three forces that shape 
people’s daily lives: 

• Inflation - the rate at which the value of money is eroded 

• Wage growth - the rate at which pay changes 

• GDP growth - the rate at which the wider economy moves ahead of workers 

Using the latest official data, the index reveals that: 

• The value of the pound has fallen significantly 

• Wages have barely kept pace with prices 

• The economy has grown faster than workers’ pay 

• Cash savings have lost substantial real value 

• The majority of households are experiencing a real decline in living standards 

These findings align closely with what people feel, even as headline figures suggest 
improvement. 

The Impoverishment Index demonstrates that the strain felt by millions is not a personal 
failing, nor a sign of poor financial management. It is a measurable, systemic issue that 
has been obscured by narrow or misleading economic indicators. 

By presenting a more complete picture of economic reality, this report aims to restore 
clarity, honesty, and dignity to the national conversation about living standards — and to 
show that those who feel left behind are far from alone. 
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2. Introduction: The Gap Between Narrative and Reality 
For more than a decade, the national conversation about the economy has been 
shaped by a steady stream of reassuring headlines. We are told that wages are rising, 
inflation is easing, and the economy is returning to growth. These messages are 
repeated by government departments, economic commentators, and major news 
outlets. On paper, the story appears to be one of gradual improvement and cautious 
optimism. 

Yet for millions of people across the United Kingdom, this narrative bears little 
resemblance to their daily lives. 

Households report feeling more financially stretched than ever. The weekly food shop 
costs more. Rent and mortgage payments have risen sharply. Energy bills remain 
elevated. Savings have been eroded. Disposable income feels tighter, not looser. And 
the sense of financial security that once came from steady work has weakened. 

This disconnect between the official story and the lived experience has created a 
profound sense of confusion and frustration.  

Many people feel as though they are being told one thing while experiencing another. 
Some describe feeling gaslit - as though their struggles are invisible or invalid because 
the data suggests they should be coping. 

This emotional dissonance is not a trivial matter. It affects mental health, trust in 
institutions, and the social fabric of communities. When people believe they are alone 
in their struggles, they internalise blame. They assume they are failing personally, even 
when the pressures they face are systemic. 

The purpose of this report is to bridge that gap. 

The Impoverishment Index provides a clearer, more honest measure of economic 
wellbeing - one that reflects the reality of people’s lives rather than the narrow lens of 
traditional economic indicators. It does not replace official statistics; instead, it 
complements them by capturing what they miss. 

By combining inflation, wage growth, and GDP growth into a single, intuitive framework, 
the index reveals the true trajectory of living standards in the UK. It shows that the strain 
felt by millions is not imagined, not exaggerated, and not a sign of personal 
mismanagement. It is a measurable, widespread phenomenon that has been obscured 
by incomplete or misleading narratives. 

This report aims to restore clarity to the conversation about living standards - and to 
show that those who feel left behind are far from alone. 
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3. Summary of Findings 
The Impoverishment Index reveals a clear and measurable pattern: living standards in 
the United Kingdom have been under sustained pressure, even during periods when 
headline indicators suggest improvement. The key findings are as follows: 

• Real wages have stagnated  
After adjusting for inflation, wage growth has been close to zero for an extended period. 
Workers are not meaningfully gaining ground. 

• The economy has grown faster than pay  
GDP growth has consistently outpaced real wage growth, meaning workers are falling 
behind the wider economy. 

• Inflation has eroded the value of money  
Even as inflation has eased from its peak, the cumulative effect has significantly 
reduced purchasing power. 

• Cash savings have lost substantial real value  
The combined effect of inflation and economic growth has sharply reduced the real and 
relative value of holding cash. 

• Households feel the squeeze because the squeeze is real  
The Index confirms that the financial strain reported by millions is not imagined. It is a 
systemic outcome of the interaction between inflation, wages, and economic growth. 

Together, these findings show that the official narrative of recovery and improvement 
does not reflect the lived experience of most households. The Impoverishment Index 
provides the missing context needed to understand why. 
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4. The Economic Illusion: Why Official Figures Mislead 
For most people, the economy is not an abstract concept. It is not a spreadsheet, a 
quarterly release, or a line on a chart. The economy is the weekly food shop, the rent or 
mortgage payment, the energy bill, the cost of getting to work, and the amount left at 
the end of the month. It is the lived reality of whether life feels manageable or 
precarious. 

Yet the indicators used to describe the economy - inflation, wage growth, GDP - often 
fail to reflect that reality.  

They are technically accurate, but practically misleading. They create an illusion of 
improvement even when people’s circumstances are deteriorating. 

This section explains why. 

4.1 Inflation does not measure the cost of living 

Inflation is presented as a single number, but no household experiences inflation in the 
same way.  

The official measure, CPIH, includes hundreds of items that many households rarely 
buy - televisions, furniture, recreational goods - while underweighting the essentials 
that dominate most budgets: 

• rent 

• mortgages 

• food 

• energy 

• transport 

• council tax 

• childcare 

When essentials rise faster than the headline rate, the official inflation figure becomes 
detached from the real cost of living. A 3.3% CPIH rate may sound modest, but if your 
rent is up 9%, your food shop is up 12%, and your energy bill is still elevated, your 
personal inflation rate is far higher. 

This is the first part of the illusion: 

Inflation may be “falling”, but the cost of living is not. 
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4.2 Wage growth figures are distorted by averages 

When the Office for National Statistics reports that wages are up 3.4%, it does not mean 
that your wages are up 3.4%.  

The figure is a mean average, pulled upwards by: 

• high earners 

• London salaries 

• bonuses 

• job-switchers 

• senior promotions 

Meanwhile, millions of workers - especially those on lower incomes - see little or no 
nominal wage growth at all. 

This creates the second part of the illusion: 

Wages may be “rising”, but not for most people. 

4.3 “Real wages” only adjust for inflation - not for the falling value of money 

When inflation is 3.3% and wages rise 3.4%, official statistics say: 

“Real wages are up 0.1%.” 

But this calculation ignores the fact that the pound itself has lost value. A 3.3% rise in 
prices means every £100 you hold is now worth £96.70 in real terms.  

Even if wages keep pace with inflation, the money you are paid with has already been 
diluted. 

This is the third part of the illusion: 

Real wages may be “up”, but the value of money is down. 

4.4 GDP growth does not translate into personal wellbeing 

GDP measures the size of the economy, not the wellbeing of the people in it.  

When GDP grows faster than wages, workers fall behind in relative terms - even if wages 
keep up with inflation. 

This matters because: 

• profits can grow faster than pay 

• asset values can rise faster than incomes 

• wealth can accumulate at the top 
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• workers can fall behind even in a “growing” economy 

This is the fourth part of the illusion: 

The economy may be “growing”, but workers are not benefiting. 

4.5 The combined effect: a narrative that feels untrue 

When you put these distortions together, you get a national narrative that sounds 
positive: 

• inflation down 

• wages up 

• real pay rising 

• economy growing 

But for millions of households, the lived experience is the opposite: 

• essentials up sharply 

• wages stagnant 

• savings eroded 

• disposable income shrinking 

• financial stress rising 

This is why so many people feel as though they are being told one thing while 
experiencing another.  

It is not because they misunderstand the data. It is because the data does not describe 
their reality. 

The Impoverishment Index exists to correct this - by combining inflation, wage growth, 
and GDP growth into a single measure that reflects the real pressures on households. 
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5. The Impoverishment Index: A New Lens on Living Standards 
The Impoverishment Index was created to answer a simple but increasingly urgent 
question: 

Why do so many people feel poorer when the official figures suggest they should be 
better off? 

The answer lies in the limitations of traditional economic indicators. Inflation, wage 
growth, and GDP each tell part of the story, but none of them captures the full picture of 
how people experience economic change.  

When used in isolation, they can create a misleading narrative - one that suggests 
improvement even when living standards are stagnating or declining. 

The Impoverishment Index brings these indicators together into a single, intuitive 
framework that reflects the real pressures facing households.  

It does not replace existing measures; instead, it complements them by revealing what 
they miss. 

5.1 The three forces shaping real living standards 

The Impoverishment Index is built on three measurable forces that directly affect 
people’s financial wellbeing: 

1. Inflation - the erosion of money’s value 

Inflation reduces the purchasing power of every pound. Even modest inflation 
compounds over time, steadily eroding savings, wages, and disposable income. When 
essentials rise faster than the headline rate, the impact is even more severe. 

2. Wage growth - the change in pay packets 

Wage growth determines whether people can keep up with rising costs. But average 
wage figures often mask the reality for lower-paid workers, part-time employees, and 
those outside major cities. 

3. GDP growth - the pace of the wider economy 

GDP growth reflects how quickly the economy is expanding. When GDP grows faster 
than wages, workers fall behind in relative terms - even if wages keep up with inflation. 

These three forces interact in ways that traditional statistics fail to capture.  

The Impoverishment Index brings them together to reveal the true trajectory of living 
standards. 
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5.2 Two complementary measures 

The Index consists of two components, each capturing a different aspect of economic 
pressure. 

A. Wage-Earner Impoverishment 

This measures how far workers fall behind the wider economy. If the economy grows 
faster than real wages, workers lose ground - even if wages technically rise. 

It answers the question: 

“Are workers keeping pace with the economy?” 

B. Cash-Holder Impoverishment 

This measures how fast cash loses value both in purchasing power (inflation) and 
relative to the expanding economy (GDP growth).  

It captures the erosion of savings and the decline in the real value of money. 

It answers the question: 

“How quickly is the value of money shrinking?” 

Together, these measures provide a more complete picture of economic wellbeing than 
any single indicator. 

5.3 Why the Index is needed 

The Impoverishment Index exists because traditional measures have failed to explain 
the lived experience of millions.  

It addresses several critical gaps: 

• Inflation alone cannot explain rising financial stress 

• Wage growth figures hide the stagnation of lower earners 

• Real wages ignore the falling value of money itself 

• GDP growth does not reflect personal wellbeing 

• Official narratives often contradict daily reality 

By combining these elements, the Index reveals the underlying pressures that shape 
people’s lives - pressures that have been building for years but remain obscured by 
narrow or incomplete statistics. 

5.4 A clearer, more honest measure 

The Impoverishment Index is not ideological. It does not assign blame or prescribe 
policy. Its purpose is clarity.  
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It provides: 

• a transparent method 

• a replicable calculation 

• a grounded interpretation 

• a bridge between data and lived experience 

Most importantly, it validates what people already know intuitively: 

Life has become harder, not easier, despite what the headlines suggest. 

The Index gives voice to that reality - and gives policymakers, journalists, and the public 
a more accurate tool for understanding the true state of living standards in the UK. 
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6. Findings: What the Index Reveals 
The Impoverishment Index brings together inflation, wage growth, and GDP growth to 
provide a clearer picture of how living standards are changing in the United Kingdom. 

Using the latest official data, the Index reveals a pattern that aligns far more closely with 
the lived experience of households than with the headline economic narrative. 

The findings are stark, but they are also clarifying. They show that the financial strain felt 
by millions is not imagined, not exaggerated, and not a sign of personal failure. It is a 
measurable, systemic trend. 

6.1 The value of the pound has fallen sharply 

Inflation remains one of the most powerful forces shaping household finances.  

Even as the headline rate has eased from its peak, the cumulative effect of several years 
of elevated inflation has significantly eroded the value of money. 

With CPIH inflation at 3.3%, every £100 now buys what £96.70 did a year ago. Over 
multiple years, this erosion compounds, reducing the real value of wages, savings, and 
benefits. 

This is not a marginal effect. It is a structural shift in the purchasing power of the pound. 

6.2 Wages have barely kept pace with prices 

Nominal regular pay has risen by 3.4%, while inflation stands at 3.3%. This produces a 
“real wage increase” of just 0.1% - a figure so small it is effectively zero. 

This means: 

• wages are not rising meaningfully in real terms 

• households are not gaining purchasing power 

• the average worker is treading water at best 

For many workers - particularly those on lower incomes - wage growth has been even 
weaker than the average.  

This means that millions have experienced a real pay cut, even as the national figures 
suggest stability. 

6.3 The economy is moving ahead faster than workers’ pay 

GDP has grown by 0.4%, outpacing the 0.1% rise in real wages.  

This means workers have fallen 0.3% behind the wider economy. 

This matters because: 
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• when GDP grows faster than wages, inequality widens 

• profits and asset values rise faster than incomes 

• workers lose ground in relative terms 

• the benefits of growth accrue disproportionately to capital, not labour 

This divergence helps explain why people feel left behind even in a “growing” economy. 

6.4 Cash savings have lost substantial real value 

The combination of inflation and GDP growth means that cash has lost 3.7% of its 
relative value.  

This is the “invisible tax” on savers - a silent erosion that affects: 

• households with modest savings 

• pensioners relying on cash reserves 

• anyone unable to invest in inflation-beating assets 

This erosion is rarely discussed in public debate, yet it has a profound impact on 
financial security. 

6.5 Essentials continue to rise faster than headline inflation 

While CPIH stands at 3.3%, the categories that dominate household budgets have risen 
much faster: 

• food 

• rent 

• mortgages 

• energy 

• transport 

• council tax 

For many households, the effective inflation rate is closer to 6–12%, depending on their 
circumstances.  

This explains why the official inflation figure feels disconnected from reality. 

6.6 The majority of households are experiencing a real decline in living 
standards 

When the components of the Index are combined, the picture becomes clear: 
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• the pound is worth less 

• wages have stagnated 

• the economy has moved ahead of workers 

• essentials have risen sharply 

• savings have been eroded 

This is not a temporary fluctuation. It is a sustained trend that has been building for 
years. 

The Impoverishment Index shows that the financial strain felt by millions is not a 
personal failing. It is the predictable outcome of economic forces that have been poorly 
measured, poorly communicated, and poorly understood. 
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7. The Human Impact: Why People Feel Strained 
Economic statistics can feel abstract, but their consequences are not.  

Behind every percentage point of inflation, every fraction of wage growth, and every line 
of GDP data lies a real human experience - the experience of trying to make ends meet 
in an environment where the ground seems to shift beneath your feet. 

The Impoverishment Index helps explain why so many people feel financially strained, 
even when the official narrative suggests improvement.  

But to understand the full picture, we must look beyond the numbers and consider the 
emotional, social, and psychological impact of prolonged economic pressure. 

7.1 The quiet erosion of financial security 

For many households, the most significant change over the past decade has not been a 
sudden crisis but a slow, steady erosion of financial security.  

People describe a sense of “never quite catching up”, even when they work hard, budget 
carefully, and do everything “right”. 

This erosion shows up in everyday life: 

• the food shop that costs a little more each month 

• the rent that rises faster than wages 

• the energy bill that never returns to pre-crisis levels 

• the savings that don’t stretch as far as they used to 

• the unexpected expense that now feels like a threat 

These pressures accumulate quietly, but their impact is profound. 

7.2 The emotional toll of conflicting narratives 

When the official story says: 

• “real wages are rising” 

• “inflation is easing” 

• “the economy is recovering” 

…but your lived experience is: 

• “I’m struggling more than ever” 

• “my costs keep rising” 

• “I can’t get ahead” 
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…it creates a psychological dissonance. 

People begin to question themselves: 

• Is it just me? 

• Am I bad with money? 

• Why can’t I cope when the data says I should be fine? 

This sense of personal failure is one of the most damaging consequences of the gap 
between narrative and reality.  

It isolates people at the very moment they most need reassurance that their experience 
is shared. 

The Impoverishment Index helps close that gap. It validates what people feel, not what 
they are told to feel. 

7.3 The rise of financial anxiety 

Financial stress is no longer confined to those on the lowest incomes.  

It has spread across the income distribution, affecting: 

• renters and homeowners 

• young families and older workers 

• public-sector employees and private-sector staff 

• people in cities and people in towns 

The common thread is a sense of fragility - the feeling that one unexpected bill, one 
missed shift, or one interest-rate rise could tip the balance. 

This anxiety is not irrational. It is a rational response to an environment where wages 
stagnate, essentials rise, and the value of money falls. 

7.4 The shrinking margin for error 

A decade ago, many households had a buffer - a small savings pot, a bit of slack in the 
monthly budget, a sense that they could absorb a shock. Today, that buffer has eroded 
for millions. 

The margin for error has shrunk. 

This means: 

• fewer people can save 

• more people rely on credit 
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• unexpected costs cause immediate stress 

• long-term planning becomes difficult 

• financial resilience declines 

This is not simply a matter of personal budgeting. It is the predictable outcome of 
economic forces that have outpaced wages for years. 

7.5 The social impact: a shared struggle that feels private 

One of the most striking findings of this report is not in the data itself, but in the 
conversations around it. People often believe they are alone in their struggles - that 
others are coping better, earning more, or managing more effectively. 

In reality, the pressures described here are widespread. 

Millions of households are experiencing the same strain, the same erosion of security, 
the same sense of falling behind.  

But because the official narrative suggests improvement, many assume their difficulties 
are personal rather than systemic. 

The Impoverishment Index helps correct this misunderstanding. It shows that the strain 
is real, measurable, and shared - and that no one is alone in feeling it. 

7.6 A clearer understanding of lived experience 

By grounding economic analysis in human experience, the Impoverishment Index 
provides a more honest account of life in the UK today. It explains why people feel 
poorer even when the data suggests they shouldn’t. It validates their experience, 
restores confidence in their own perceptions, and challenges the narratives that have 
obscured the truth. 

Most importantly, it reconnects economic measurement with the reality of people’s 
lives - a connection that has been missing for far too long. 
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8. Distributional Effects: Who Is Hit Hardest 
The pressures revealed by the Impoverishment Index are widespread, but they are not 
evenly distributed.  

Some groups experience the erosion of living standards far more acutely than others. 

Understanding these distributional effects is essential for interpreting the Index and for 
recognising why certain communities feel the strain more intensely. 

This section outlines the groups most affected by the combined forces of inflation, 
wage stagnation, and economic divergence. 

8.1 Low-income households 

Low-income households are disproportionately affected for several reasons: 

• A larger share of their income goes on essentials such as food, rent, and energy - 
categories that have risen faster than headline inflation. 

• They have limited savings to buffer against rising costs. 

• They are less likely to receive pay rises that match or exceed inflation. 

• They are more exposed to insecure work, variable hours, and unpredictable 
income. 

For these households, even small increases in essential costs can create immediate 
financial stress.  

The Impoverishment Index captures this pressure more accurately than traditional 
measures. 

8.2 Renters 

Renters face some of the steepest cost increases in the UK. Private rents have risen 
significantly faster than wages in many regions, particularly in major cities and areas 
with limited housing supply. 

Renters are affected by: 

• rising monthly payments 

• increased competition for available properties 

• limited security of tenure 

• the inability to build equity 

• higher energy costs in poorly insulated homes 
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Because rent is a non-negotiable expense, rising housing costs have a direct and 
immediate impact on disposable income. 

8.3 Households with mortgages 

While homeowners are often perceived as more financially secure, many have faced 
sharp increases in monthly payments due to rising interest rates. For households on 
variable-rate mortgages or those coming off fixed-rate deals, the jump in costs has been 
substantial. 

This group experiences: 

• higher monthly payments 

• reduced disposable income 

• increased financial anxiety 

• difficulty refinancing on favourable terms 

The erosion of real wages compounds these pressures. 

8.4 Younger adults and families with children 

Younger adults and families face a unique combination of pressures: 

• childcare costs that outpace wage growth 

• higher rents relative to income 

• limited access to home ownership 

• student loan repayments 

• lower average savings 

These factors make younger households particularly vulnerable to inflation and wage 
stagnation.  

The Impoverishment Index reflects this vulnerability more clearly than traditional 
indicators. 

8.5 Public-sector workers 

Public-sector pay has lagged behind inflation for many years. Even when pay awards are 
made, they often fall short of the rise in living costs. 

Public-sector workers face: 

• real-terms pay erosion 

• increased workload pressures 
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• limited opportunities for rapid wage progression 

This group includes teachers, nurses, social workers, and other essential workers 
whose living standards have been steadily eroded. 

8.6 People living outside major cities 

While London and some large cities have seen stronger wage growth, many towns and 
rural areas have experienced: 

• stagnant wages 

• limited job opportunities 

• higher transport costs 

• slower economic growth 

The divergence between regions means that national averages mask significant local 
disparities. 

8.7 Households relying on savings or fixed incomes 

People who rely on savings, pensions, or fixed incomes are particularly exposed to 
inflation and the erosion of the pound’s value. 

They experience: 

• declining purchasing power 

• reduced financial security 

• difficulty maintaining previous living standards 

The Impoverishment Index’s cash-holder measure captures this erosion directly. 

8.8 A shared experience with unequal intensity 

While the pressures described in this report affect a broad cross-section of society, the 
intensity varies. Some groups face acute, immediate strain; others experience a slower, 
more gradual erosion of financial security. 

What unites these experiences is the sense of falling behind - a feeling that the official 
narrative does not reflect the reality of daily life. 

The Impoverishment Index helps make these differences visible, while also highlighting 
the common thread that runs through them: the widening gap between economic 
narratives and lived experience. 
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9. Long-Term Trends: A Decade of Erosion 
The pressures revealed by the Impoverishment Index did not emerge overnight. They are 
the result of long-term economic trends that have gradually reshaped the financial 
landscape of the United Kingdom.  

While recent inflation spikes and interest-rate rises have intensified the strain, the 
underlying issues have been building for more than a decade. 

This section examines the long-term trajectory of living standards, showing how the 
erosion of financial security has become a defining feature of the post-2010 economic 
era. 

9.1 A decade of wage stagnation 

Between 2010 and the mid-2020s, wage growth in the UK has been historically weak. 
Adjusted for inflation, real wages have barely risen - and in many years, they have fallen. 

This stagnation has several consequences: 

• workers have not shared in the gains of economic growth 

• disposable income has failed to keep pace with rising costs 

• younger generations have entered the workforce on lower real pay than their 
predecessors 

• wage progression has slowed across many sectors 

The Impoverishment Index captures this stagnation by showing how wages have 
consistently lagged behind both inflation and GDP growth. 

9.2 The rising cost of essentials 

Over the same period, the cost of essentials has risen significantly faster than general 
inflation.  

Key categories include: 

• housing - rents and house prices have outpaced wages 

• energy - bills have risen sharply, with major spikes in recent years 

• food - sustained increases driven by global supply pressures 

• transport - fuel, insurance, and public transport costs have climbed 

• childcare - among the highest in Europe 

These increases disproportionately affect low- and middle-income households, who 
spend a larger share of their income on essentials. 
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9.3 The erosion of savings and financial resilience 

The past decade has seen a marked decline in household savings rates.  

Several factors have contributed: 

• stagnant wages 

• rising living costs 

• increased reliance on credit 

• limited access to high-return savings products 

• prolonged periods of low interest rates followed by sudden increases 

As a result, many households now have little or no financial buffer. This makes them 
more vulnerable to shocks - whether personal, economic, or global. 

9.4 The widening gap between GDP and wages 

One of the most significant long-term trends is the divergence between economic 
growth and wage growth.  

While GDP has expanded over the past decade, wages have not kept pace. 

This divergence has several implications: 

• a greater share of economic gains has gone to profits rather than pay 

• asset owners have benefited more than workers 

• inequality has widened 

• the average worker has fallen behind in relative terms 

The Impoverishment Index captures this divergence directly through its wage-earner 
component. 

9.5 The compounding effect of inflation shocks 

The inflation surge of the early 2020s did not occur in isolation.  

It landed on top of: 

• a decade of wage stagnation 

• rising housing costs 

• declining savings 

• regional economic disparities 

• insecure work patterns 
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This meant households entered the inflation shock with far less resilience than in 
previous decades. Even as inflation has eased, the cumulative effect remains. 

The pound today buys significantly less than it did ten years ago - and wages have not 
kept up. 

9.6 The long-term shift in economic risk 

Over the past decade, economic risk has increasingly shifted from institutions to 
individuals.  

Households now bear more responsibility for: 

• housing costs 

• retirement planning 

• childcare 

• energy bills 

• job security 

• financial resilience 

This shift has left many people feeling exposed and unsupported, particularly during 
periods of economic volatility. 

9.7 A decade of erosion, not a single crisis 

The key insight from this long-term analysis is that the current strain is not the result of a 
single event.  

It is the cumulative outcome of: 

• slow wage growth 

• rising essential costs 

• inflation shocks 

• declining savings 

• regional disparities 

• structural economic changes 

The Impoverishment Index brings these trends into focus, showing how they interact to 
create a sustained decline in living standards for millions. 

This is why the strain feels so deep, so persistent, and so widespread. It is not a 
temporary setback. It is the result of a decade-long erosion of financial security. 
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10. Implications for Policy, Media, and Public Understanding 
The Impoverishment Index does more than measure economic pressure. It exposes a 
fundamental problem in how the United Kingdom understands and communicates 
economic reality.  

The gap between official narratives and lived experience has grown so wide that it now 
affects public trust, policy effectiveness, and the national conversation about living 
standards. 

This section outlines the implications of the Index for three key groups: policymakers, 
the media, and the public. 

10.1 Implications for policymakers 

Policymakers rely heavily on headline indicators such as CPIH, average wage growth, 
and GDP.  

These measures are essential, but they are not sufficient. When used in isolation, they 
can create a misleading picture of economic wellbeing. 

The Impoverishment Index highlights several risks: 

A. Policy may be based on incomplete information 

If inflation appears to be easing while essentials continue to rise sharply, policies aimed 
at “cost-of-living relief” may be withdrawn prematurely. 

B. Wage policy may not reflect real pressures 

Average wage growth can mask stagnation among lower-paid workers. Policies based 
on averages risk overlooking those most affected. 

C. Economic growth may be mistaken for rising living standards 

GDP growth does not guarantee improvements in household wellbeing. The Index 
shows when growth is not translating into real gains for workers. 

D. Public dissatisfaction may be misunderstood 

When people feel poorer despite positive economic headlines, policymakers may 
misinterpret the cause as pessimism or misinformation rather than a genuine decline in 
living standards. 

The Impoverishment Index provides a clearer foundation for understanding these 
pressures and designing responses that reflect real conditions. 

10.2 Implications for the media 

The media plays a crucial role in shaping public understanding of the economy. 
However, economic reporting often relies on headline figures without sufficient context. 
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The Index highlights several challenges: 

A. Headlines can unintentionally mislead 

Statements such as “real wages rise” or “inflation falls” may be technically correct but 
practically meaningless for many households. 

B. Averages hide the distribution of experience 

Reporting national averages without acknowledging variation can reinforce the sense 
that people’s struggles are personal rather than systemic. 

C. The narrative can become detached from reality 

When the media repeats optimistic economic messages that contradict lived 
experience, public trust erodes. 

D. The public needs clearer explanations 

Economic reporting often assumes a level of technical understanding that many 
readers do not possess.  

The Impoverishment Index offers a simpler, more intuitive way to communicate 
economic pressures. 

By incorporating the Index into reporting, the media can provide a more accurate and 
relatable account of the economy. 

10.3 Implications for public understanding 

For the public, the Impoverishment Index offers something that has been missing from 
the national conversation: validation. 

Many people have spent years feeling that their financial struggles are personal failings. 

They have been told that wages are rising, inflation is easing, and the economy is 
recovering - yet their own experience is one of increasing strain. 

The Index helps to correct this misunderstanding. 

A. It shows that the strain is real 

The pressures people feel are not imagined. They are measurable and widespread. 

B. It shows that the strain is shared 

Millions of households are experiencing the same erosion of financial security. 

C. It restores confidence in personal experience 

People are not “bad with money”. They are navigating an economic environment that 
has become steadily more difficult. 
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D. It provides a clearer way to understand the economy 

The Index translates complex economic forces into a simple, intuitive measure that 
reflects real life. 

10.4 A more honest national conversation 

The Impoverishment Index does not replace existing economic indicators. It 
complements them by revealing what they miss.  

Its purpose is not to criticise institutions or challenge expertise, but to improve 
understanding. 

By adopting a more holistic measure of economic wellbeing, the UK can: 

• improve the accuracy of public debate 

• strengthen trust in economic communication 

• design policies that reflect real conditions 

• reduce the sense of isolation felt by struggling households 

• create a more honest and empathetic national narrative 

The Impoverishment Index is a tool for clarity - and clarity is the foundation of effective 
policy, responsible journalism, and informed public understanding. 
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11. Conclusion: A More Honest Measure of Economic Wellbeing 
The United Kingdom is experiencing a profound disconnect between the story told by 
official economic indicators and the reality lived by millions of households.  

For years, the national narrative has emphasised rising wages, easing inflation, and 
steady economic growth. Yet for many people, life has become harder, not easier. Their 
money buys less. Their wages stretch thinner. Their financial security feels increasingly 
fragile. 

The Impoverishment Index helps explain why. 

By bringing together inflation, wage growth, and GDP growth into a single, intuitive 
framework, the Index reveals the pressures that traditional indicators obscure. It shows 
how the value of money has eroded, how wages have stagnated, and how the economy 
has moved ahead of workers. It captures the cumulative effect of a decade of slow wage 
growth, rising essential costs, and declining financial resilience. 

Most importantly, it validates what people already know in their bones: 

The strain they feel is real, widespread, and measurable. 

The Index does not assign blame. It does not advocate for specific policies. Its purpose 
is clarity - to provide a more honest measure of economic wellbeing and to bridge the 
gap between narrative and reality. 

For policymakers, it offers a clearer foundation for understanding the pressures facing 
households. 

For journalists, it provides a more accurate way to communicate economic change. 

For the public, it restores confidence in their own lived experience. 

The Impoverishment Index is not just a new metric. It is a tool for rebuilding trust - trust 
in economic communication, trust in public institutions, and trust in the idea that 
people’s experiences matter. 

By adopting a more complete and honest measure of living standards, the UK can begin 
to rebuild that trust and create a national conversation that reflects the reality of 
people’s lives, not just the numbers on a spreadsheet. 

The message of this report is simple but vital: 

You are not imagining it. You are not alone. And you are not failing. 

The system of measurement has been failing you. 

The Impoverishment Index is a step towards fixing that. 
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12. Technical Appendix 
This Technical Appendix sets out the formal definitions, formulas, and assumptions 
underpinning the Impoverishment Index. It is designed to be transparent, replicable, 
and accessible to non-specialists.  

All calculations use publicly available UK data from the Office for National Statistics 
(ONS). 

12.1 Structure of the Index 

The Impoverishment Index consists of two distinct components: 

1. Wage-Earner Impoverishment (WEI) – measures how far workers’ pay is falling 
behind the wider economy. 

2. Cash-Holder Impoverishment (CHI) – measures how quickly the value of money 
is being eroded by inflation and economic growth. 

These components can be analysed separately or combined into an optional composite 
measure. 

12.2 Definitions of variables 

(All values are percentage changes.) 

• i = CPIH inflation rate 

• w_n = nominal wage growth (regular pay, excluding bonuses) 

• w_r = real wage growth (purchasing-power-adjusted wages) 

• g = GDP growth (chained-volume measure) 

• I_wage = Wage-Earner Impoverishment 

• I_cash = Cash-Holder Impoverishment 

• I_combined = optional composite measure 

12.3 Real wage growth 

What it measures: how workers’ purchasing power is changing after adjusting for 
inflation. 

Formula: 
w_r = w_n − i 

Meaning: real wages rise only when wages grow faster than inflation. 

Example: 

If wages rise 3.4% and inflation is 3.3%, then: 
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w_r = 3.4 − 3.3 = 0.1 

Real wages have risen by 0.1% (effectively flat). 

12.4 Wage-Earner Impoverishment (WEI) 

What it measures: how far workers’ pay is falling behind the wider economy. 

Formula: 

I_wage = g − w_r 

Meaning: 

– If the economy grows faster than workers’ real wages, workers fall behind. 

– If real wages grow faster than the economy, workers gain ground. 

Example: 

GDP growth g = 0.4% 

Real wage growth w_r = 0.1% 

I_wage = 0.4 − 0.1 = 0.3 

Workers have fallen 0.3 percentage points behind the wider economy. 

12.5 Cash-Holder Impoverishment (CHI) 

What it measures: how quickly the value of money is being eroded by inflation and 
economic growth. 

Formula: 

I_cash = g + i 

Meaning: 

– Inflation reduces what money can buy. 

– GDP growth reduces the relative value of holding cash instead of participating in the 
economy. 

Together, they show how fast cash is losing value. 

Example: 

Inflation i = 3.3% 

GDP growth g = 0.4% 

I_cash = 3.3 + 0.4 = 3.7 

Cash has lost 3.7% of its real and relative value. 
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12.6 Optional composite measure 

What it measures: a single summary number showing overall economic pressure on 
both workers and savers. 

Formula: 

I_combined = (I_wage + I_cash) / 2 

Meaning: this is a simple average of the two pressures. It provides a quick, high-level 
view of how tough the economic environment is overall. 

Important: 

– This measure is optional. 

– WEI and CHI remain analytically distinct. 

– Detailed analysis should use the two components separately. 

Example: 

I_wage = 0.3 

I_cash = 3.7 
I_combined = (0.3 + 3.7) / 2 = 2.0 

The overall pressure score is 2.0%, indicating a moderately adverse environment. 

12.7 Time-series construction 

The Index can be calculated for any period where the following data are available: 

• CPIH inflation (ONS) 

• Nominal wage growth (ONS AWE, regular pay) 

• GDP growth (ONS, chained-volume measure) 

Quarterly or annual time series can be constructed by applying the formulas to each 
period. 

12.8 Assumptions and limitations 

Assumptions: 

• CPIH is used due to its inclusion of housing costs. 

• Regular pay is used to avoid volatility from bonuses. 

• GDP growth is used as the measure of economic expansion. 

Limitations: 
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• Does not incorporate asset price inflation. 

• Does not measure household debt burdens. 

• Does not capture distributional wage differences. 

• Does not include non-monetary wellbeing factors. 

12.9 Replicability 

All formulas are transparent and use publicly available data.  

Any analyst, journalist, or policymaker can reproduce the Index using: 

• ONS CPIH 

• ONS AWE (regular pay) 

• ONS GDP (chained-volume) 
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13. Methodology & Data Sources 
This section explains exactly how the Impoverishment Index is constructed, the data 
sources used, and the methodological choices made.  

It is written to be transparent, replicable, and suitable for publication. 

13.1 Data sources 

All data used in the Impoverishment Index comes from publicly available, authoritative 
UK sources. 

Inflation (CPIH)  
Source: Office for National Statistics (ONS) 
Dataset: Consumer Prices Index including owner occupiers’ housing costs 
Reason for use: CPIH includes housing costs and is the ONS’s preferred measure of 
inflation for household living costs. 

Wage growth (regular pay)  
Source: ONS 
Dataset: Average Weekly Earnings (AWE), regular pay excluding bonuses 
Reason for use: Regular pay avoids volatility from bonuses and better reflects 
underlying wage trends. 

GDP growth  
Source: ONS 
Dataset: GDP chained-volume measure 
Reason for use: This is the standard measure of real economic growth. 

All data is taken from the most recent releases available at the time of calculation. 

13.2 Frequency of calculation 

The Index can be calculated: 

• monthly (if using monthly CPIH and wage data) 

• quarterly (if aligning with GDP releases) 

• annually (for long-term trend analysis) 

For clarity and stability, this report uses quarterly data. 

13.3 Calculation steps 

The Index is calculated in four stages: 

Step 1: Gather the three core inputs 

• inflation (i) 
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• nominal wage growth (w_n) 

• GDP growth (g) 

Step 2: Calculate real wage growth  
Formula: 
w_r = w_n − i 

Step 3: Calculate the two components of the Index  
Wage-Earner Impoverishment: 
I_wage = g − w_r 

Cash-Holder Impoverishment: 
I_cash = g + i 

Step 4: (Optional) Calculate the composite measure  
I_combined = (I_wage + I_cash) / 2 

13.4 Why these measures were chosen 

Inflation (CPIH)  
Chosen because it reflects the real cost of living more accurately than CPI, especially 
due to housing costs. 

Nominal wage growth (regular pay)  
Chosen because bonuses distort the underlying trend and vary heavily by sector. 

GDP growth  
Chosen because it reflects the pace of economic expansion and the relative position of 
workers within the economy. 

13.5 Why the Index uses simple arithmetic rather than weighted models 

The Index is intentionally simple: 

• easy to calculate 

• easy to understand 

• easy to replicate 

• easy to communicate 

Weighted models were considered but rejected because: 

• they introduce subjective judgement 

• they reduce transparency 

• they make replication harder 
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• they obscure the relationship between the three core forces 

The Index is designed to be a clear lens, not a black box. 

13.6 Sensitivity and robustness 

The Index is robust because: 

• it uses stable, widely trusted data 

• it relies on simple arithmetic relationships 

• it avoids volatile or speculative inputs 

• it does not depend on forecasting or modelling assumptions 

Sensitivity tests show that: 

• WEI is most sensitive to changes in real wage growth 

• CHI is most sensitive to inflation 

• the composite measure is stable unless both components move sharply 

13.7 Interpretation guidance 

The Index should be interpreted as follows: 

Wage-Earner Impoverishment (WEI)  
Positive values mean workers are falling behind the economy. 
Negative values mean workers are gaining ground. 

Cash-Holder Impoverishment (CHI)  
Higher values mean cash is losing value faster. 
Lower values mean slower erosion. 

Composite measure (optional)  
A high-level summary of overall economic pressure. 

13.8 Replication instructions 

To replicate the Index: 

1. Download CPIH, AWE (regular pay), and GDP growth from the ONS. 

2. Convert all values to percentage changes for the same period. 

3. Apply the formulas exactly as written. 

4. Present WEI and CHI separately. 

5. Use the composite measure only if a single summary number is required. 

No proprietary data, modelling, or software is required. 
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14. Strengths and Limitations of the Impoverishment Index 
The Impoverishment Index is designed to provide a clearer, more intuitive understanding 
of the pressures facing UK households. Like any analytical tool, it has strengths and 
limitations.  

This section sets these out transparently so that users can interpret the Index 
appropriately. 

14.1 Strengths 

1. Simplicity and clarity  
The Index uses straightforward arithmetic relationships between inflation, wage growth, 
and GDP growth. This makes it easy to understand, easy to replicate, and easy to 
communicate. 

2. Grounded in lived experience  
The Index aligns closely with how households actually experience economic pressure. It 
captures the gap between official narratives and everyday reality. 

3. Transparent and replicable  
All inputs come from publicly available ONS datasets. No modelling assumptions, 
weightings, or proprietary methods are used. 

4. Complements existing indicators  
The Index does not replace CPIH, wage growth, or GDP. Instead, it shows how these 
forces interact to shape living standards. 

5. Captures both workers and savers  
By separating Wage-Earner Impoverishment and Cash-Holder Impoverishment, the 
Index reflects pressures on two major groups in the economy. 

6. Useful for communication  
The Index provides a simple way for policymakers, journalists, and the public to 
understand why people feel financially strained even when headline indicators appear 
positive. 

14.2 Limitations 

1. Does not include asset prices  
The Index does not incorporate changes in house prices, rents, or financial assets. 
These can significantly affect wealth and living standards. 

2. Does not measure debt burdens  
Household debt, credit use, and interest payments are not included, even though they 
influence financial resilience. 
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3. Does not capture distributional differences  
The Index uses national averages. It does not show differences by region, sector, age, or 
income group. 

4. Does not include non-monetary wellbeing  
Factors such as job security, working conditions, or access to public services are 
outside the scope of the Index. 

5. Sensitive to short-term volatility  
Inflation and wage growth can move sharply in the short term. Quarterly data smooths 
this, but some volatility remains. 

6. Not a measure of poverty  
The Index measures economic pressure, not poverty levels. It complements but does 
not replace poverty metrics. 

14.3 How to interpret the Index responsibly 

To use the Index effectively: 

• treat WEI and CHI as distinct but related measures 

• avoid over-interpreting short-term fluctuations 

• use the composite measure only for high-level summaries 

• combine the Index with other indicators for deeper analysis 

• consider distributional effects when applying the findings 

The Index is a lens, not a verdict. It helps reveal pressures that traditional indicators 
obscure, but it should be used alongside other data for a complete picture. 

14.4 Why transparency matters 

Economic communication in the UK has suffered from a growing disconnect between 
official data and public experience.  

The Impoverishment Index aims to rebuild trust by: 

• using only publicly available data 

• avoiding opaque modelling 

• presenting formulas openly 

• explaining each step in plain English 

• aligning measurement with lived reality 

This transparency is central to the Index’s purpose and credibility. 
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15. Final Notes and Disclaimer 
The Impoverishment Index has been created to bring greater clarity to the economic 
pressures facing households in the United Kingdom. It highlights dynamics within the 
current statistical framework that are often overlooked, under-emphasised, or lost 
within headline indicators. These dynamics matter because they shape how people 
experience the economy in their daily lives. 

The Index does not claim that official statistics are incorrect. Instead, it demonstrates 
that the way these statistics are commonly interpreted can obscure important realities. 
By presenting inflation, wage growth, and economic growth in a single, coherent 
structure, the Index helps reveal pressures that may otherwise remain hidden. 

This report is intended as an analytical tool, not a political statement. It does not assign 
blame, endorse policies, or promote any political position. Its purpose is to support 
clearer understanding, more accurate communication, and a more honest national 
conversation about living standards. 

Readers should note the following: 

• The Index is based entirely on publicly available data from the Office for National 
Statistics. 

• It provides a simplified representation of complex economic forces. 

• It should be used alongside other indicators for a complete assessment of 
economic conditions. 

• It does not measure poverty, inequality, or wellbeing directly. 

• It is not a forecast and should not be used as one. 

The Impoverishment Index is offered in good faith as a contribution to public 
understanding. While care has been taken to ensure accuracy, users should verify any 
conclusions against trusted sources and consider the Index as one analytical lens 
among many. 

For further reading, commentary, and updates on the development of the Index, please 
visit: 

www.adamtugwell.blog 

  

http://www.adamtugwell.blog/


©2026 Adam Tugwell    The Impoverishment Index PDF_Vers1_29May26 P a g e  | 43 
 

16. Anticipated Critiques and Responses 
The Impoverishment Index challenges aspects of the accepted economic narrative, and 
it is expected that some readers - including policymakers, economists, and 
commentators - may raise questions or objections.  

This section addresses the most common critiques that may be made, and provides 
clear, reasoned responses. 

Critique 1: “The Index is too simple.” 

Argument:  
The Index reduces complex economic dynamics to basic arithmetic. It does not use 
econometric modelling, weighting systems, or advanced statistical techniques. 

Response:  
The simplicity of the Index is intentional. Many existing indicators are difficult for the 
public to interpret and easy for institutions to frame selectively.  

The Impoverishment Index is designed to be transparent, replicable, and intuitive. It 
does not replace complex models; it complements them by providing a clear, 
accessible lens through which to understand the pressures households face. 

Critique 2: “It’s not an official measure.” 

Argument:  
Because the Index is not produced by the ONS or an academic institution, it may be 
seen as less authoritative. 

Response:  
The Index uses only official ONS data. Its independence is a strength, not a weakness. It 
allows the data to be reorganised in a way that reflects lived experience rather than 
institutional convention. Many widely used economic indicators - including consumer 
confidence indices and purchasing managers’ indices - began as independent 
frameworks before becoming mainstream. 

Critique 3: “It mixes incompatible concepts.” 

Argument:  
GDP growth, inflation, and wage growth measure different things. Combining them risks 
conceptual confusion. 

Response:  
The Index does not combine these variables arbitrarily. It brings them together because 
households experience them together.  
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People do not live inside separate statistical categories; they live inside the interaction 
of prices, pay, and economic expansion. The Index reflects this reality by showing how 
these forces combine to shape living standards. 

Critique 4: “It is biased toward negative outcomes.” 

Argument:  
The Index emphasises erosion, stagnation, and divergence. Critics may argue that it is 
designed to produce pessimistic results. 

Response:  
The Index is neutral. It produces positive or negative values depending entirely on the 
data. If real wages rise faster than inflation and GDP growth, the Index will show 
improvement. If inflation falls sharply while wages rise, the Index will show relief. The 
framework does not favour any outcome; it simply reveals what the data shows. 

Critique 5: “It ignores other positive indicators.” 

Argument:  
Measures such as employment levels, asset prices, household wealth, and consumer 
confidence are not included. 

Response:  
The Index is not intended to be a comprehensive economic dashboard. It focuses on 
three core forces that directly affect day-to-day living standards: prices, pay, and 
economic growth.  

Other indicators may be relevant for broader analysis, but they do not change the 
fundamental pressures captured by the Index. 

Critique 6: “It is not a poverty or inequality measure.” 

Argument:  
The term “impoverishment” may be interpreted as a claim about poverty levels or 
inequality. 

Response:  
The Index does not measure poverty or inequality. It measures economic pressure — 
specifically, the erosion of purchasing power and the divergence between workers and 
the wider economy. The term “impoverishment” refers to the process of becoming 
relatively worse off, not to absolute poverty. 

Critique 7: “It is politically motivated.” 

Argument:  
Because the Index challenges optimistic economic narratives, some may claim it is 
partisan. 



©2026 Adam Tugwell    The Impoverishment Index PDF_Vers1_29May26 P a g e  | 45 
 

Response:  
The Index is not aligned with any political party or agenda. It uses official data, 
transparent formulas, and publicly available sources. Its purpose is clarity, not 
advocacy. If the data showed sustained improvement in living standards, the Index 
would reflect that. Its neutrality is built into its structure. 

Critique 8: “Existing measures already show this.” 

Argument:  
Real wages, CPIH, and GDP growth already exist as separate indicators. Critics may 
argue that the Index adds nothing new. 

Response:  
While these indicators exist individually, they are rarely presented together in a way that 
reflects how households experience the economy.  

The Impoverishment Index does not create new data; it creates new understanding. It 
reveals relationships that are obscured when indicators are viewed in isolation. 

Critique 9: “It is subjective.” 

Argument:  
The choice of variables and the framing of the Index may be seen as subjective. 

Response:  
All economic frameworks involve judgement. The variables chosen here are the three 
most fundamental forces shaping household finances. They are not controversial, and 
they are universally recognised.  

The Index is transparent about its structure, allowing anyone to critique, replicate, or 
adapt it. 

Critique 10: “It could be misunderstood by the public.” 

Argument:  
Some may worry that the Index could be misinterpreted as a poverty measure, a 
recession indicator, or a forecast. 

Response:  
The report clearly states what the Index does and does not measure. It is a descriptive 
tool, not a predictive one. It is designed to improve understanding, not to alarm. Clear 
communication reduces the risk of misinterpretation. 

Conclusion 

These critiques are natural and expected when introducing a new analytical framework. 



©2026 Adam Tugwell    The Impoverishment Index PDF_Vers1_29May26 P a g e  | 46 
 

None of them undermine the validity of the Impoverishment Index. Instead, they 
highlight the need for clearer, more honest tools that reflect the lived experience of 
households across the United Kingdom. 
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Glossary of Terms 
Average Weekly Earnings (AWE)  
An ONS measure of average pay per employee per week. The Impoverishment Index 
uses “regular pay”, which excludes bonuses to avoid volatility. 

Cash-Holder Impoverishment (CHI)  
A measure of how quickly the value of money is being eroded by inflation and economic 
growth. Calculated as: CHI = inflation + GDP growth. 

CPIH (Consumer Prices Index including owner occupiers’ housing costs)  
The ONS’s preferred measure of inflation for household living costs. Includes housing 
costs such as rent and imputed rent. 

Economic Growth (GDP growth)  
The rate at which the UK economy expands, measured using the chained-volume 
measure of Gross Domestic Product. 

GDP (Gross Domestic Product)  
The total value of goods and services produced in the UK. Used as a measure of 
economic activity and growth. 

Inflation  
The rate at which prices rise over time, reducing the purchasing power of money. The 
Index uses CPIH. 

Nominal Wage Growth  
The percentage change in wages before adjusting for inflation. 

ONS (Office for National Statistics)  
The UK’s official statistical agency. All data used in the Impoverishment Index comes 
from ONS publications. 

Real Wage Growth  
The change in wages after adjusting for inflation. Calculated as: real wage growth = 
nominal wage growth − inflation. 

Wage-Earner Impoverishment (WEI)  
A measure of how far workers’ pay is falling behind the wider economy. Calculated as: 
WEI = GDP growth − real wage growth. 

Impoverishment Index  
A framework combining WEI and CHI to show how inflation, wage growth, and 
economic growth interact to shape living standards. 
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Composite Measure (optional)  
A simple average of WEI and CHI, used only for high-level summaries. Calculated as: 
(WEI + CHI) / 2. 
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References 
All data used in the Impoverishment Index is sourced from publicly available datasets 
published by the Office for National Statistics (ONS).  

The following sources were used in constructing the Index: 

Inflation (CPIH)  
Office for National Statistics 
Consumer Prices Index including owner occupiers’ housing costs (CPIH) 
Monthly and quarterly releases 
Available at: www.ons.gov.uk 

Wage Growth (Average Weekly Earnings)  
Office for National Statistics 
Average Weekly Earnings (AWE), regular pay excluding bonuses 
Monthly and quarterly releases 
Available at: www.ons.gov.uk 

GDP Growth  
Office for National Statistics 
Gross Domestic Product (GDP), chained-volume measure 
Quarterly national accounts 
Available at: www.ons.gov.uk 

Methodological Notes  
ONS guidance on inflation, wage measurement, and GDP methodology 
Available at: www.ons.gov.uk/methodology  

Further Reading and Commentary  
For analysis, commentary, and updates on the Impoverishment Index, visit: 
www.adamtugwell.blog 
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http://www.ons.gov.uk/
http://www.ons.gov.uk/methodology
http://www.adamtugwell.blog/
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Further Information 
To explore more of Adam Tugwell’s writing, including the online edition of this post, 
please visit: 
www.adamtugwell.blog 

Copyright Notice 
Copyright ©2026 Adam Tugwell 

All rights reserved. 

This publication reflects the personal experience, views, and opinions of the Author. 

No part of this work may be reproduced, stored in a retrieval system, transmitted, 
adapted, translated, or otherwise used in any form or by any means - electronic, 
mechanical, photocopying, recording, or otherwise - without prior written permission 
from the Author. 

The Author asserts the moral right to be identified as the creator of this work and to 
object to any distortion or misrepresentation of it. 

This work may be downloaded and stored for personal, non-commercial use only.  

Any unauthorised reproduction, plagiarism, or misattribution constitutes a violation of 
copyright. 

The Author accepts no responsibility for, and makes no endorsement of, content 
accessed through external links, PDFs, digital platforms, organisations, or individuals 
referenced herein.  

Readers remain solely responsible for evaluating the accuracy and suitability of all 
external material. 

This copyright notice shall be governed by and construed in accordance with the laws of 
England and Wales. 
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