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Cost of living in the UK.

Introduction

The UK's cost-of-living problem is caused by both global and domestic concerns, such as COVID-19, supply chain disruptions, and Brexit-related labour shortages (Cordero Jr, D.A. 2022).
The cost-of-living crisis is an alarming factor in the UK and there are many negative effects that the crisis has had on the population such as the increase of poverty, mental health as well as lower income for businesses.

Increased poverty
Poverty has worsened in the UK due to rising living expenses, which particularly affect low-income households. 4.5 million kids, or 31% of all kids, lived in poverty in 2022–2023, with more than two-thirds coming from families that worked (Cpag.org.uk, 2025). Actual earnings for the least wealthy households are still below pre-pandemic levels despite initiatives such as the cost-of-living payment, with an 18% drop in available cash after housing costs during 2019–20 (Cpag.org.uk, 2025). fgfffgggfggAt the same time, the need for food has increased, rising from 8% in 2019–20 to 11% in 2022–23 (Cpag.org.uk, 2025). This is backed up by Francis-Devine, B. (2025) whose research says that in the UK, consumer price inflation has rose significantly in 2021 and 2022, hitting a 41-year peak of 11.1% in October 2022. Francis-Devine, B. (2025) also says that salaries have also been declining throughout this time of increasing prices, but poverty and desperation have escalated. 

Mental health
 People in hardship or under financial strain are more inclined to suffer mental health issues. The cost-of-living crises can be detrimental to mental health. The emotional effect might make people feel nervous, depressed, or distraught. For certain individuals, the effect has been particularly severe, with more than one in every five-reporting feeling "unable to cope" because of growing costs Money and Mental Health Policy Institute. (2022). Financial hardship has a negative impact on the mental health and well-being of persons in the UK. According to the Mental Health Foundation, 30% experience lower levels of sleep, 23% visit friends less regularly, 15% participate in activities fewer times, and 12% workout less because of financial limitations (Mental Health Foundation, 2023). These actions are critical for mental health, and their decline stresses the demand for immediate legislative action to reduce financial stress and promote well-being (Mental Health Foundation, 2023).

Lower income for businesses
The cost-of-living crisis has an immediate effect on businesses in several aspects. Individuals and businesses who are struggling financially have less spare income that they can use on products and services, and they may even reduce back on necessities. The effect on business has been extensive, with 72% of entrepreneurs saying they are concerned that the economic downturn may harm their business (Funding Circle 2023). According to a poll conducted by the Federation of Small Businesses, 92% of enterprises reported greater costs in the initial quarter of 2023 in comparison with the same time in 2022, with many reporting fewer sales due to fewer purchases from customers Partington, R. (2023). Furthermore, 29% of trading enterprises reported a decrease in revenue in January 2023 as opposed to December 2022, while 39% experienced higher costs for products and services (Andrews, J. 2023).

Conclusion
The UK's cost-of-living crisis has led to increased poverty, worsened mental health, and financial strain on businesses. Addressing these issues requires comprehensive policy reforms, targeted support for vulnerable populations, and measures to alleviate economic pressures on households and enterprises.
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