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Summary

I review social, economic, and policy trends across education, employment, housing, and wealth in the
UK over the past half-century, and compare how different generations have fared in each of these areas.
Younger generations cannot be said to have had it wholly ‘better’ or ‘worse’, but a recurrent finding is
a decline in the opportunities available in all these areas to young people who do not enter higher
education and lack other advantages such as access to parental wealth. Among the likely ongoing
consequences of this decline are a less open society, lower productivity, and lower fertility.

Chapter 6, starting on page 81, gives a more substantial summary of the report.
This work was commissioned by The Future is Bright Charitable Trust, whose goal is to mobilise older

generations to help pass on opportunities to young people. In this spirit, chapter 6 ends by offering
suggestions for individual action with respect to education and employment, housing, and investment.
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Foreword — University of Oxford

How have different generations fared in the UK over the last half-century? The underlying question of
this report goes to the heart of one of the social sciences’ main questions, which in its simplest form
asks: who gets what? Describing how and understanding why opportunities and outcomes vary over
time and across societies has a long tradition in sociology and is a key research area for the Department
of Sociology at Oxford.

We were pleased, therefore, when The Future is Bright Charitable Trust commissioned a study
comparing how each of the post-war generations have fared in the UK, with special attention to
education, employment, housing, and wealth. The Covid pandemic has brought to the fore, perhaps
more than ever, not only how closely linked people of different generations are but also how different
their life chances — sometimes literally — can be.

This report builds on and syntheses a rich but complex and fragmented body of research and data to
shed light on what might read as a deceptively simple question. Using the best available data and
research results for a carefully selected range of indicators, it paints a comprehensive picture of the
different opportunities and challenges that members of successive birth cohorts have faced.

When studying differences between generations, it is tempting to focus on a single aspect of life, where
perhaps we can tell a straightforward story of success or decline. But our social reality is much more
complex than that. Not all trends move in the same way. We believe there is great value therefore — as
well as a huge analytic challenge — in bringing together these many stands and storylines. This report
provides a transparent and comprehensive account that does justice to the complex developments we
have seen in the UK over the last fifty years.

We hope this report will provide valuable input for individuals, public and corporate policymakers alike,
as well as anyone interested in thinking about the current and future life chances of our generations and
how we got to where we are now.

Federico Varese
Professor of Criminology and Head of Department
Department of Sociology



Foreword — The Future is Bright Charitable Trust

The Future is Bright Charitable Trust is pleased to have sponsored this research by Oxford University,
looking at intergenerational differences in opportunity in Britain over the last fifty years. It is the first
research we have commissioned, and we plan further research over the coming years to understand
Britain today and support our goals for change to improve the lives of young people.

The Future is Bright Charitable Trust was set up in early 2020 before the ongoing Covid pandemic. The
charity was set up to sponsor research looking at how the older generations of today — the Baby Boomers
and Generation X, which the Founding Trustees of the charity are part of — can help use their time,
know-how and wealth to carry out research, lobby for change and, most importantly, offer practical
solutions to the challenges facing younger people today. We are particularly interested in the areas of
education, employment and housing. We are also interested in how values in society have changed over
time and across the generations.

The past couple of years will mainly be remembered for the Covid pandemic. But they have also seen
the average Baby Boomer reach the state pension age of 66: an opportune time for reflection. At the
same time, the average Millennial is in their early 30s when, in days gone by, individuals would see
progress in their career, settle into a family home and raise a family. These are crucial milestones in
everyone’s life. Without a good education, stable and fulfilling career and a good, affordable home,
individuals cannot flourish. And if individuals do not flourish, society as a whole is worse off.

If young people do not get the education needed to equip them for the twenty-first century, if they do
not feel they have a stable and rewarding job, or if they cannot afford good quality housing, they lose
hope. We believe hope is one of the key drivers of a strong society. Without hope, people feel
despondent, they don’t fulfil their potential and the nation’s economic and social capital declines. This
has a negative effect on cohesion in society and changes the country for the worse. Hope is essential;
that is why we called the charity The Future is Bright Charitable Trust.

Fundamentally we believe that each generation has a responsibility to be a custodian for future
generations. But we also believe that the Baby Boomers and Generation X were very fortunate to have
been born when they were. We were born at the right time and history has been kind to us. More
importantly, our success has not all been down to just ourselves.

The generations that went before us, particularly since the turn of the twentieth century, opened up huge
opportunities for us and sometimes many of us forget that. Our grandparents fought the wars to free
Europe from tyrannical rule, our parents’ generation set up the welfare state and free education for all
and, since the 1960s, social attitudes, financial deregulation and changes in the housing market have
delivered opportunities to our generations that none of our parents could ever have imagined. They have
also brought much higher levels of wealth, now concentrated in the older generations, particularly since
2000 when interest rates have been at historic lows for a prolonged period of time and the young have
been ravaged by two major recessions in just over a decade. Household wealth in Britain has soared
from three to seven times national income according to the Resolution Foundation — and Baby Boomers
alone hold more than half of it. Through the lottery of birth, as generations, we have been lucky. Any
of us could have been born at any time and in any place. None of us had any control over that.

Many of the Baby Boomer and Generation X cohorts, like us, had our formative years during the
Thatcher era. That instilled a belief that personal success was only down to one’s individual hard work
and talent. That the fruits of our labour were solely of our own making. Thatcher famously said “And,
you know, there’s no such thing as society. There are individual men and women and there are families.”



But all of us are shaped by society, shaped by what others before us had done to give us a leg-up. If you
ever study your own family history, you will most often find a story of personal sacrifice of others
striving to build a better tomorrow. Not just family members though. Total strangers over time have
provided an infrastructure through which our generations could flourish. Every one of us has been
touched by strangers throughout our lives who have been instrumental in helping us realise our potential
— be it a teacher who saw talent where others didn’t, an interviewer offering us that all-important job,
an older colleague mentoring us along the way to successful careers. We didn’t do it alone. As E.H.
Carr said in his brilliant 1961 essay What is History?, “As soon as we are born, the world gets to work
on us and transforms us from merely biological into social units.” Society does matter.

The word transform is the key word. Many of the Baby Boomers and Generation X have had their lives
transformed and had opportunities they would never have imagined when they started out in the 1960s,
70s and 80s. Many were the first in their family to go to university, to have successful and interesting
careers, to see the world and have a level of financial security that none of their ancestors could have
dreamt of. The revolution in financial services and the explosion in the associated legal and other
services since the deregulation of the early 1980s has taken many children from humble backgrounds,
through university or not, fast-tracked their careers and catapulted them into the plutocrats of today.
Financial markets have also created a new class of entrepreneurs, not seen in our parents’ time. These
are the holders of wealth in Britain today and people in positions of power who can make a difference.

It is only fair that future generations believe they can live the same dream and fulfil their potential in
all aspects of their life. Society changes over time, as it should, and each generation faces its own
challenges and has the opportunity to create a new future. But the ladders of success need to be kept in
place. And individuals of all back grounds still need the core building blocks of stability to enable them
to flourish— a good education to equip them for the workforce, a stable and fulfilling job and a safe,
good, affordable place to live and raise a family.

This report looks at each of these areas and compares the opportunities that different generations have
had over the last fifty years. It also questions some policy decisions made by successive governments
of all colours. Our key focus is to compare the opportunities that different generations have had at
specific ages: when they finish school, leave university, start in the workforce and buy their first home.
By thinking through this lens, it helps each of us compare the path that our own children, grandchildren
and nieces and nephews are following today with the path we followed when we were the same age.
We hope that comparison makes the research more real.

Each of these topics warrants a major piece of work in its own right. This report only looks at some of
the key trends across the generations and highlights issues that deserve more research and wider
attention. It does not pretend to look at all the issues, nor to have all the answers.

Why bother?

You may ask yourself the question “Why bother?”” You have worked hard over the years, deserve what
you have earned and it’s up to others to take their own chances and make a success of their own life.
You have focused your time and energy on helping your own children get from A to B. Now it is time
to enjoy your retirement.

To some extent, we agree. But we also believe that we are all interconnected and that those who have
so much today should never forget their humble beginnings. I am sure you can think of at least a few
moments in your life when you were extremely lucky. When we look back on our careers, it is more
often than not complete strangers who helped us on the way. Now it is our turn to fulfil that role.



Today, the Baby Boomers and Generation X have a unique opportunity to use their later years in serving
younger generations. The new retirees and 50-somethings like us are, or soon will be, empty nesters
who can make a huge difference in effecting change in modern Britain.

Where do we start?

Have you ever thought about going back to your old school and transporting yourself back to your 16
year old self today? What would be your chances of getting to the same university, getting that first
career break and promotion trajectory that you had throughout your career? Would you make Partner
or Director at the same age? Would you still be able to get that life changing promotion at the same age
today? Would you still be able to buy that same first house at the same age and start a family when you
did? Would you be able to amass the same level of wealth starting out again today from the same
position?

These are the questions we have been asking. We wanted to understand how Britain has changed over
the last fifty years and if there is still the same hope today as in yesteryear when we were starting out.
Hopefully, the data we share in this report will help you reflect on these questions and form your own
conclusions.

It is estimated that people born in or before 1970 collectively hold 84% of Britain’s private wealth,
totalling over £11.5 trillion.t A lot of this wealth is what we refer to as unproductive wealth, not
benefiting anyone apart from its holder, like most housing wealth. Imagine if a small fraction of this
wealth could be put to work in productive causes during your lifetime, to support young people in
building the companies of tomorrow, funding research to avert the climate crisis made far worse during
our watch, or helping to improve the education system for our grandchildren. We believe that the older
generations now have the time, experience and wealth to make a real difference in effecting change
where it is needed. We also believe that individuals who have a proven track record in their own careers
can make a bigger positive impact than Government. You just need to look at the policy decisions in
education, employment and housing over the last fifty years to see that for yourself: often a constantly
muddled experiment reflecting short-term thinking and doing very little to improve real-life
opportunities for the young, particularly those who don’t start from a position of privilege.

It shouldn’t only be the younger generations who are the agents of change. Imagine if the collective
know-how, experience and wealth of older generations could be used to mobilise a shift in the way we
look at generational opportunities. A shift in the education system, the workplace and the housing
market. We are calling for a collective effort by those who have so much to make Britain a true country
of opportunity.

We would like to thank the team at Oxford University and especially Lewis Anderson who has
completed the report. We hope you enjoy reading it.

Most importantly, we hope you feel passionately about transferring opportunities across the generations
and help support our future projects.

Mark Kinvig, Founder

! Based on figures reported in Table 1.2 below using ONS data from 2014-16. Imputing the 2014-16 generational
distribution of household wealth to ONS figures from 2018-20 and taking into account increases during the
pandemic, this figure is now likely over £13 trillion (Anderson).
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1. Introduction

How are the different generations faring in the United Kingdom today?? Have today’s children and
young adults had the same opportunities as their parents? If not, why not? And what — if anything — can
be done?

These are not simple questions. There can be no all-satisfying overall answer to the question of whether
younger generations have had it ‘better’ or ‘worse’ than their recent predecessors. For one thing, too
much of human experience is impossible to meaningfully measure, let alone compare across this time
of profound social and technological change. How would we weigh up the impact of the internet?
Today’s children have effortless access to barely conceivable amounts of information — but are also
constantly exposed to the many downsides of online life. We live in a time of greater choice, possibility,
and material wealth, but also an obesity epidemic, gradual environmental catastrophe, and probably
more loneliness than ever before. In many ways, each new generation faces its own unique set of
challenges and opportunities.

In this report | focus on what can be compared over time and across generations. There are caveats to
many of the comparisons | will make, but the measures | show nonetheless represent some fundamental
indicators of human welfare. | give an overview of trends in four central aspects of people’s lives:
education and skills, employment and earnings, housing, and wealth. These are the economic
foundations of the opportunity to live a fulfilled, purposeful life and be a productive member of society.
Having the skills to contribute and being seen as playing a useful part are central to our sense of self.
Secure, affordable housing and a steady job are valuable in themselves, but are also widely seen as
prerequisites for starting a family and raising the next generation.

Progress is always hard-won and uneven, and cannot be taken for granted. But it should certainly give
us pause if we see stagnation or even decline with each new generation of young people. Few would
object to the idea that each generation has a responsibility to leave the world in at least as good a place
as they find it, and to ensure that the opportunities they enjoyed are available to subsequent generations.

Concerns of stalling progress across the generations are sometimes founded on the impression given by
the here and now, rather than on comparisons of different generations at a given age. Valid comparisons
between the generations therefore require comparable data extending back several decades — to when
members of today’s older generations were themselves young adults. The past into which such data
offer us a window is easily forgotten, especially by those who were not alive at the time. Many Baby
Boomers reading about a ‘housing crisis’ and the plight of ‘Generation Rent” Millennials will have
memories of desperate scrimping and saving to get on the housing ladder, and of a wave of mortgage
arrears and repossessions in the wake of the early 1990s recession. That economic hardship is no less
real for having happened thirty years ago.

Accordingly, this report draws on long-running large-scale government surveys and administrative
datasets, as well as widely-trusted academic survey data. However this does entail a trade-off: decades
ago, we weren’t measuring everything we now wish we had been measuring at the time. Sometimes the
best answer to the kinds of questions examined in this report is that we just don’t know.

It is worth pausing for a moment to be clear whom we are talking about when we talk about ‘Baby
Boomers’, ‘Generation X, or any other contemporary generation. Table 1.1 provides a quick overview

2 This report focuses on the UK as a whole where possible, but data are sometimes only available for Britain,
England, or England and Wales. Across much of the world, younger generations plainly are faring better, at least
on measures such as life expectancy, child mortality, and material living standards (see e.g. OurWorldInData.org).
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of the generations in terms of their birth years, and a broad-brush impression of their respective life
stages and some of the major events or trends that have marked their life and times.

Table 1.1 Generations at a glance.

Generation: Silent Baby Boomers X Millennials Z

Years born 1928-1945 1946-1964 1965-1980 1981-1996 1997-2012

Agerange (end  76-93 57-75 41-56 25-40 9-24

of 2021)

Size (millions, 5.8* 141 14.0 14.3 12.7

UK, mid-2020)

Percentage of 8.6* 21.1 20.8 21.3 18.9

population (UK,

mid-2020)

Life stage Retired, Soon-to-be or Nearing peak of ~ Starting families  In education or
grandparents or recently retired, career, parents of & careers, recently entered
great- ‘empty-nesters’ teenagers & wanting their labour market
grandparents young adults own home

Defining WWII, postwar Cold War, Space = Collapse of September 11t Covid pandemic,

events/trends austerity Race, social Soviet Union, attacks, Global climate change,

liberalisation free marketsand  Financial Crisis,  streaming media
globalisation, austerity, social

birth of internet media

*includes approximately 250,000 born 1927 and earlier.

These labels — ‘Gen X’ and so forth — have an intuitive appeal and provide us with an everyday language
for talking about different birth cohorts — people born in the same year or group of years. But they are
also very broad — spanning up to 19 birth years — and arguably quite arbitrary. The older and younger
members of Generation X in particular are often rather different on the measures | examine. And it is
not obvious that ‘Boomers’ are more similar to one another than are those born 1956-1974, for example.
For this reason, in the course of this report | will often break the generations down into ten- or even
five-year birth cohorts to allow us to get a more detailed picture. Sometimes, on the other hand, | will
use these broad ‘generation’ labels for ease of presentation when there is little further nuance to be
uncovered by using narrower cohort groups. When I use the terms ‘older’ and ‘younger’ generations I
am mostly referring, approximately, to the Baby Boomer and Millennial generations respectively, but
this varies slightly depending on context.

The fortunate generations

A focus on generations (or cohorts) here should not obscure the fact of substantial inequality within as
well as between generations. To say the least, there are many Baby Boomers who have not fared well
economically, just as there are many wealthy Millennials. But the Baby Boomers who have done well
out of life have done extraordinarily well out of it. As in all affairs, this can be put down to a combination
of their own effort and ingenuity, and favourable circumstances over which, as individuals, they had
little or no control (Frank, 2016; Williams & Nagel, 1976).

A large number of Baby Boomers might reflect that the economic backdrop to their life and times has,
on balance, been a kind one. A small minority went to university, but those who didn’t could often find
other paths of advancement to lucrative careers; good jobs didn’t tend to require a degree. Once they
were established in the workplace, privatisations, tax cuts, and deregulation of the labour market and
financial sector saw top incomes rise. Globalisation and technological change offered unique and hugely
consequential windows of opportunity (try setting up an online bookshop today). Housing policy was
directed towards increasing homeownership. This included selling large numbers of council homes at a
substantial discount. Shares in former state enterprises were sold at low prices and went on to strikingly
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outperform the stock market as a whole (Lodge, 2010). From the early 1990s onwards interest rates fell;
following the financial crisis, rates fell almost to zero which, in concert with quantitative easing,
increased the value of assets to unprecedented levels, handing property owners a massive windfall.
When the pandemic hit, many were able to work from spacious homes with gardens. Perturbed by the
possibility that they might be unlucky enough to face care costs in old age running into the hundreds of
thousands of pounds, this year those worries were assuaged by the introduction of a cap on these costs
which ring-fenced their accumulated wealth and a Health and Social Care Levy falling solely on the
working age population.

The scope of this pattern proves to be quite wide. David Willetts (2019) sought to convey basically the
same observation, and incidentally he was able to do so drawing on an almost entirely different set of
examples:

Inflation was high when they had big debts and low when they became richer; house-
building was high when they needed houses but much lower when they had their own
homes; credit was easy when they needed to get started on the housing ladder but much
stricter afterwards; pension promises were weak when they were joining pension
schemes but then were turned into gold-plated guarantees for them, after which
companies stopped making such promises for future generations; benefits for old
people were low when the Boomers were young but are worth much more relative to
benefits for young people now the Boomers are old; consumption was high among
young people when they were young and now is lower among young people and higher
for older people; the Boomers’ parents stuck together for them but then the Boomers
were much more likely to split up once they themselves were parents.

Laurie Macfarlane (2017) is another to draw attention to the implications of economic trends that have
been going on in the background of most Baby Boomers’ lives, but benefitted them enormously:

When the value of a house goes up, the total productive capacity of the economy is
unchanged because nothing new has been produced: it merely constitutes an increase
in the value of the land underneath. ... The truth is that much of the wealth accumulated
in recent decades has been gained at the expense of those who will see more of their
incomes eaten up by higher rents and larger mortgage payments. This wealth hasn’t
been ‘created’ — it has been stolen from future generations.

‘Stolen’ perhaps goes too far by implying a purposive act. And increasing house prices might indeed
reflect a growing economy and rising incomes — but as we will see, house price rises have far outstripped
rising incomes. The broader point made by Macfarlane is difficult to dispute.

What this report does

The next four chapters focus on education and skills, employment and earnings, housing, and wealth.
Within each chapter, I first describe important large-scale trends to show how the contexts in which we
learn, work, live, and build for the future have changed across the generations. Later in each chapter,
so far as is possible, | explicitly compare how different generations have fared on particular measures
when considered at the same age.® Figure 1.1 gives a typical example. Each line represents those born

3 To be explicit: | therefore infer the opportunities available to birth cohorts from those cohorts’ realised outcomes.
This could misrepresent opportunities if cohorts differ in the extent to which they value certain goods, but this
seems highly unlikely for the most part, given the areas this report considers.

12



in a certain set of years.* Rather than focusing on any one particular line, the point is to notice how the
pattern changes as one looks from the dark purple, to the pale purple, to the pale green, and finally to
the dark green line — that is, from the oldest cohorts to the youngest. In cases where long-running
datasets with consistent measurement of valid indicators are available, we can thus track each cohort
on the measure in question as it ages, and compare different cohorts at the same age.

The report concludes with a summary focusing on problems facing younger generations, and — at the
request of The Future is Bright — suggestions for action that individuals can take to address some of
these problems.

Figure 1.1 Living in private-rented housing, by age and birth cohort (%).

407 Birth years
1946-50
1951-55
1956-60
30+ 1961-65
1966-70
AN 1971-75
\ 1976-80
20 /\ 1981-85
/ 1986-90
1991-95

of YN

N N,
W

20 30 40 50
Age

Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data.

What this report shows: a preview

This report covers a lot of ground. In the broadest of terms, some of the main findings — elaborated
further in the conclusion — are:

e Both men and especially women are spending far longer in education and it is better resourced
than previously — except for adult and vocational education. However there are good reasons
to be concerned about the unconstrained expansion of higher education in its current form.
Among these are its substantial cost — resources which might be better allocated elsewhere and
are arguably being wasted to a substantial extent — and the self-reinforcing nature of educational
expansion: the more young people take this route, the more their peers are judged against this
standard and themselves incentivised to go. For the majority who do not enter higher education,
the path from school to work has become confused and confusing. We lack good evidence on

41 have only plotted points for ages which all members of a birth cohort have passed through, to ensure a
comparison of like with like.
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whether standards have improved and people are really getting a better education. Cross-
nationally, the UK lags behind in young workers’ literacy and numeracy.

e Every generation since the Baby Boomers has seen high youth unemployment. Generation-on-
generation increases in earnings have stalled and even gone into reverse. While the occupational
structure as a whole has upgraded substantially over the past half-century, far more men and
women in their 20s than previously are in low skill employment, and fewer in medium skill
employment. There is some evidence that career progression has slowed. An ever larger pool
of young graduates are competing for high skill work, and very large numbers are not in
graduate employment.

e Ahome with security of tenure is unattainable for far more young people today than previously,
and particularly for those without access to parental wealth. Younger generations are far less
likely to be homeowners or in social housing at a given age, and far more likely to live in the
private rented sector or with their parents. More children than ever before are growing up in
private rented accommodation. Private rented accommodation is also the most likely to be
classified ‘non-decent’. Younger generations — especially those renting privately — spend a far
higher proportion of their income on housing. At the same time, the majority of owner-occupied
properties in England are under-occupied. 20% of private tenants receive housing benefit: the
taxpayer paying the landlord.

o Avariety of factors including sustained low interest rates and constraints on supply have led to
large (and untaxed) passive gains in housing wealth for older cohorts. These groups have also
invested heavily in property additional to their main residence, with approximately one-in-six
Baby Boomers holding additional property wealth, mostly in the form of buy-to-lets and second
homes. Baby Boomers and Generation X together collectively hold over half a trillion pounds
in additional property wealth.

e Although the data do not allow comparisons across whole generations, it is likely that younger
generations have fallen or at least will fall quite dramatically behind in terms of wealth over
their working age lives due to low homeownership, the decline of defined-benefit pensions, and
the low likelihood of similar passive gains to those enjoyed by older generations.

Why does this matter?

It goes without saying that different generations depend on one another. There is a natural
intergenerational reciprocity that we all engage in across our lives. Most people subscribe to the belief
that each generation owes it to the next to at least pass on the same level of opportunity, if not improve
upon it.

There are other, subtler reasons to be concerned about the problems younger people are facing. One
relates to how open we want society to be in future — whether we want to be a nation split between
inheritors of wealth on the one hand and intergenerational tenants on the other. Macfarlane’s (2017)
analysis quoted above continues:

The past few decades have spawned a one-off transfer of wealth that is unlikely to be
repeated. While the main beneficiaries of this have been the older generations,
eventually this will be passed on to the next generation via inheritance or transfer.
Already the ‘Bank of Mum and Dad’ has become the ninth biggest mortgage lender.
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The ultimate result is not just a growing intergenerational divide, but an entrenched
class divide between those who own property (or have a claim to it), and those who do
not.

Second, there are implications for how competitive and productive we want society to be in future. As
I discuss below, the UK is far less productive than many peer countries, such as Germany. Productivity
and accordingly wages have largely stagnated since the financial crisis. Two of the key reasons many
economists cite for this are workers’ relatively poor (and often mismatched) skills, and a lack of
investment in productive activities — be that training, capital expenditure, research and development, or
elsewhere. This should direct our attention to the education system and how well it is serving young
people’s development. And to the housing market — so dire for young people — which as Muellbauer
argues in detail is closely linked to productivity growth. Among these links are that high housing costs
in the UK ‘make it an expensive place to do business’ (2018: R28) and make it difficult for workers to
follow employment opportunities,® and that with so much lending going towards financing house
purchases at high prices (rather than, for instance, financing housebuilding), ‘UK finance has been
diverted from more productive uses’ (2018: R27).

I will dwell briefly on just one more reason why this all matters. You could term it how old we want
society to be in future. Consider these three facts. First, life expectancy grew dramatically over the
course of the twentieth century in the UK — we are living longer than ever. Second, the Baby Boomer
generation is a particularly large one, far larger than the Silent Generation that preceded it (hence the
name). Third, health and social care in old age — particularly if it is to be of good quality — is expensive
and labour intensive, meaning technology is unlikely to bring down costs to the same degree as in other
sectors.

Taken in combination, this means that the ratio of working age adults to dependents is going to carry
great importance in coming years, both for the funding of health and social care and for the stability of
the economy as a whole. This in turn is one reason why it matters whether younger adults today feel
ready and able to start families and have children. However it seems they increasingly do not: England’s
total fertility rate ‘reached its historically lowest level in 2020’ after a decade of decline (Ermisch, 2021.:
903).

Figure 1.2 presents this trend from a cohort perspective. Successive generations of women are having
fewer children on average. We cannot measure a cohort’s total fertility until the age of about 45, but
measures from earlier ages give a signal of where things are likely to be heading. Fertility by age 30
has held steady for younger members of Generation X and older Millennials, but in the most recent few
years it has again begun to fall. The younger Millennials — now aged between about 25 and 30 — have
the lowest number of children by age 25 ever observed in this country. These trends will partly owe to
having children later rather than fewer children in total. But childbearing cannot indefinitely be
compressed into later and later ages without downward effects on total fertility.

5 The UK has a far higher average time spent commuting than most other European nations and the US (OECD,
2021a); these high average commuting times ‘reflect inefficiencies in spatially aligning housing demand and
supply and are a measure for many citizens' difficulty to move close to the centre of economic and social activity,
often due to unaffordable housing in these areas’ (ibid.: 77).
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Figure 1.2 Fertility across the generations.
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Source: adapted from ONS (2020) 'Childbearing for women born in different years'. This data is licensed under the Open Government
Licence v3.0.

Many factors influence the decision to have children, but research is increasingly linking house price
rises to lower fertility among renters (Aksoy, 2016; Washbrook, 2013). Prospective parents are sensitive
to the costs of finding housing with enough space. Squeezed incomes and dampened economic
prospects also deter them. There is also of course the high cost of childcare, on which a dual-earner
couple with average wages would now expect to spend 29% of their net household income, compared
with an average of 13% across the OECD (a group comprising most developed, high-income countries)
(Farquharson, 2021).

The opportunity: seniority, time, expertise, and wealth

A core proposition of The Future is Bright is that members of older generations are in a prime position
to offer opportunities and help pass on knowledge to young people today. The charity places an
emphasis on individual action, and calls upon those who are able to put their resources to use,
particularly members of older generations who may hold senior positions within organisations, who
have accrued skills and experience, who are at or close to retirement age and may have newly free time,
or who are at liberty to influence the direction of investment, large or small. The concluding chapter
includes some broad suggestions in light of the report’s findings.

To make more concrete the theme running through this chapter that older generations collectively hold
an unprecedentedly great amount of wealth, | end this introduction by taking a quick look at how wealth
is distributed across the generations. Table 1.2 gives a breakdown of the total net wealth held by
different cohorts, based on the Office for National Statistics (ONS) Wealth and Assets Survey. It is
likely, of course, that wealth has always been disproportionately concentrated among the older parts of
the population, and it is no surprise to see that picture emerge here. At the same time it is striking that
those born between 1946 and 1965 hold £7.4 trillion in private wealth, well over half of the total held
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by British residents. Those born before 1970 hold 84% of the nation’s private wealth, totalling £11.5
trillion.®

Table 1.2 also shows how this wealth is distributed across asset classes. Most private wealth is tied up
in private pensions and in individuals’ main properties. But a substantial portion consists of financial
wealth (savings accounts, stocks, bonds, etc.) and additional property wealth — mostly buy-to-lets and
second homes. These can more easily be liquidated and reinvested. Baby Boomers alone hold
approximately £1.25 trillion in these two classes of assets, of which approximately £400 billion is in
additional property wealth.

Table 1.2 Total net wealth of British residents in 2014-16, by birth cohort and asset type.

Born Age in Main Additional Pension  Financial Physical Total
2015 property property
(£ billions)

1991-1995 20-24 5 4 9 -1 60 77
1986-1990 25-29 38 15 37 15 64 168
1981-1985 30-34 102 34 121 25 94 376
1976-1980 35-39 204 36 199 48 92 579
1971-1975 40-44 287 49 343 76 114 871
1966-1970 45-49 391 81 581 116 124 1,293
1961-1965 50-54 459 90 837 159 125 1,670
1956-1960 55-59 482 97 1,022 216 119 1,937
1951-1955 60-64 495 95 969 229 124 1,912
1946-1950 65-69 547 105 842 255 131 1,880
1941-1945 70-74 403 100 439 272 99 1,312
1936-1940 75-79 284 18 227 121 69 718
-1935 80- 425 19 178 152 94 869
Total 4,122 744 5,803 1,684 1,308 13,661

Source: ONS Wealth and Assets Survey. Inflated to January 2020 prices. Additional property wealth refers to
land and property held in addition to the individual’s main residence. Pension wealth refers to private pension
wealth and is partly based on ONS estimation of the value of individuals’ pension entitlements. Financial wealth
refers to formal and informal financial assets, plus the value of certain assets held in the names of children, plus
the value of endowments purchased to repay mortgages, less the value of non-mortgage debt. Physical wealth
refers to household contents, collectibles and valuables, and vehicles. | have used the 2014-16 data rather than the
(latest available) 2016-18 data because age is available only in five-year bands and (reading 2015 for 2014-16)
this wave allows a neater correspondence to the birth years traditionally defining the generations.

Individual situations vary, but as a group, older generations are not only rich in the literal sense but also
rich in time, expertise, and influence — not to mention political engagement. Contrary to what we often
hear, they are in a prime position to change the world for the better.

I now take a closer look at how educational, employment, and housing opportunities in the UK have
changed over the last fifty years, and the impact on different generations. A briefer chapter on wealth
follows, before a final chapter summarises and concludes.

& As claims about the situation in 2022, these numbers are all underestimates to some degree. Since the WAS
surveys a representative sample of households, it is very likely to miss the extremely wealthy, some of whom
individually hold tens of billions and who are also mostly older. These estimates therefore slightly underestimate
the concentration of wealth among older generations relative to younger. Further, household wealth has increased
substantially since these data were collected, to a total of £15.2 trillion (2018-20 data; note that at time of writing
the 2018-20 underlying microdata that would allow this to be broken down by generation have not yet been
released), with further increases through the pandemic despite a brief early shock (Leslie & Shah, 2021). There is
no reason to think the generational distribution of this wealth has changed substantially since the data presented
in Table 1.2 were collected in 2014-16.
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2. Education and skills

This chapter looks at how the education system has changed across the generations. | pay particular
attention to the expansion of higher education — the change which most prominently distinguishes
different generations’ experience of education — but also discuss education spending and student
finance, teachers’ pay and conditions, the restructuring of secondary education, private tuition, social
class inequality, and the question of whether standards have improved, both in school and among the
working age population.

Figure 2.1 Highest qualification (at age 25-30), by sex and birth cohort (%).
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Source: ONS, Labour Force Survey 1979-2020. 1945: born 1945-1949, etc. Equivalences between qualifications (e.g. A-level and level 3 NVQ)
are nominal and are detailed in the LFS documentation available from the UK Data Service. They approximately follow the schema outlined at:
https://www.gov.uk/what-different-qualification-levels-mean.

Educational expansion and academicisation

The defining trend in education over the past half-century has been educational expansion. This pattern
encompasses growth in the proportions of schoolchildren gaining qualifications, continuing beyond
compulsory schooling, and entering higher education. This expansion has gone hand in hand with what
some have called ‘academicisation’ — an increasing emphasis on the academic over the vocational.

Figure 2.1 shows how the proportion holding each nominal level of qualification (at ages 25-30) has
changed across birth cohorts. About 15% of Baby Boomers completed a degree or equivalent
qualification by age 30, whereas the figure among Millennials is closer to 40%.’ Figure 2.1 also shows

" You will see sometimes quite divergent numbers depending on exactly what is being measured and the data
source. There are a variety of ways to get at the basic idea of the proportion of a cohort that ‘go to university’ or
similar. Estimates might differ depending on the treatment of different courses and institutions (such as further
education colleges, independent training providers, and polytechnics when considering older cohorts), whether
only those who enter at 18 are counted, whether enrolments or completions are counted, and whether the measure
includes an element of projection into the future. By one measure, the Higher Education Initial Participation
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that over the course of this expansion, the gender gap in educational attainment has declined and indeed
reversed. Among the younger cohorts, women are slightly more educated than men on average.

I will only mention a few of the most important milestones in this process of expansion, covering first
school and then higher education. The school leaving age was raised to 16 in 1972, adding a year of
education for the estimated 25% of the cohort who otherwise would have left (Clark & Royer, 2013).
At this point, O-level exams were still only taken by a minority. This changed when the 1988 Education
Reform Act introduced GCSEs, to be taken by almost all 16 year-olds. Most students began to sit for at
least some kind of academic qualification. The Education and Skills Act 2008 now mandates staying in
(either full- or part-time) education or training until age 18. Meanwhile from the 1970s onward,
traditional work-based apprenticeships fell into decline and a patchwork of often low-quality vocational
programmes within the educational system took their place (Augar et al., 2019; Wolf, 2011).

There have been two major waves of new universities, first in the 1960s and then in the early 1990s
(Figure 2.2).2 Limits on the number of students these universities can take were abolished in 2015,
except for a handful of subjects including medicine and dentistry (Norton, 2020). Universities are
currently incentivised to admit as many students as possible, as they are primarily funded on a per-
student basis through tuition fees at a flat rate.®

Figure 2.2 Higher education enrolment rate (%).
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Source: adapted from Boliver (2011) and kindly updated by Boliver. The enrolment rate refers to the number of entrants to higher
education aged 20 and under, expressed as a percentage of all young people aged 18-19 for the years 1950-1994 and 17-20 for
the years 1996-2019.

measure for England (‘with additional providers’), Tony Blair’s famous 50% target was passed in the 2015-16
academic year.

8 These two waves of expansion differ in important ways but also mainly represent existing institutions being
granted university status, in particular large numbers of polytechnics in 1992 through the Further and Higher
Education Act. For further detail see for instance Boliver (2011), Goodhart (2020), Lambert (2019), or Woodward
(2019).

% Notionally tuition fees are variable (to promote competition on price), but in practice almost all courses charge
the maximum allowed level.
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This expansion has shaped the experience of younger generations in some fundamental but perhaps
subtle ways. In this report | would ideally stick to easily-interpretable measures which one can plot on
a graph and use to compare how different generations are faring. But the costs and benefits of
educational expansion are not so easy to pin down in this way.

There are different ways of looking at what this educational expansion means. Lots of people feel quite
passionately that higher education has an intangible intrinsic value, and the more people get to enjoy
this, the better. Going a little further, they might also argue that education has ‘non-economic’ benefits
such as increased empathy, civic engagement, and healthy behaviour — one encounters new ideas and
unfamiliar viewpoints by leaving home and studying for three years. In economic terms, proponents of
more education can point to a fairly persistent graduate premium in earnings (Blundell et al., 2016;
Britton et al., 2020a). There is also evidence that analytical skills are becoming more important across
all sections of the workforce (Dickerson & Morris, 2019), suggesting that it is worthwhile to continue
to develop them through education.

One could also take issue with many of these supposed advantages. Those non-economic benefits are
very difficult to assess and in many cases appear quite small (Bynner et al., 2003; Davies et al., 2019;
Heath, 2018). We ought not to dismiss out of hand the challenge of proving that the presumed benefits
of higher education are real and would not have happened anyway as those same people matured into
young adulthood. We could also consider what alternatives are possible at a much lower cost — not
going to university need not preclude other sorts of edifying pursuits.’® As for a graduate premium, this
is, paradoxically, entirely consistent with education not actually making people more productive. And
while analytical skills may indeed be of growing importance throughout the economy, research has
struggled to document effects of education on supposedly transferable skills like critical thinking (Arum
& Roksa, 2011; Caplan, 2018).

Further, according to this critical view, higher education is costly, barely shows any benefit for many
students in terms of their earnings (or even results in a negative return (Britton et al., 2020a)), adds
years to people’s adolescence and keeps them from starting their adult lives, and hungrily sucks in ever
more students through self-reinforcing cycles of positive feedback, while also failing to deliver on a
promise of delivering equality of opportunity and social mobility.

This is a complex and multifaceted debate which | cannot do justice to here, but I will briefly expand
on some of the potential drawbacks. I also want to highlight some of the implications for the group
often left out here — those who don’t enter higher education.

Most of the potential downside of educational expansion boils down to a tricky question: to what extent
does higher education make people more productive (as universities will tend to claim it does), and to
what extent, instead, does it simply give degrees and recognition to people who would have gone on to
be more productive anyway? This second perspective is known as the signalling theory of education:
higher education is good for each individual who can get a degree, because it lets them show off to
employers that they are smart, compliant, will tolerate boredom in exchange for reward, and so on; but

10 Indeed a transfer of funding away from university libraries (from which it mostly goes to line the pockets of
for-profit academic publishers) and back into public libraries and arts institutions could not only continue to
nurture intellectual pursuits and knowledge-for-its-own-sake, but also make such activities far more widely
available. The 2010s saw the closure of 18% of the UK’s public libraries amid a 30% cut in spending (Flood,
2019). The publishers to whom billions of dollars of higher education, research council, and charitable foundation
spending goes each year (often at profit margins of 30-40% (Bradshaw, 2019)) benefit from an extremely
dysfunctional system aptly described as ‘economic parasitism’ (Monbiot, 2011). For short overviews see New
Scientist (2018), Schmitt (2015), or pages 4-6 of Kayal et al. (2021); see Buranyi (2017) and Puehringer et al.
(2021) for longer journalistic and academic treatments respectively.
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for society as a whole, this argument goes, the cost of getting that degree was a waste — the graduate
didn’t actually learn much of any use.

Unfortunately this is a question to which it is very difficult to give a firm answer. And of course that
answer will vary depending on the context — in the clearest case, a doctor needs to have a good
knowledge of medicine, and needs to study for this. But some basic considerations align with signalling
theory: the vast majority of people do not use in their jobs the vast majority of what they learn, and
moreover we forget most of what we learn. Wolf (2002) and Caplan (2018) are among those who make
the argument in greater detail.

Figure 2.3 is at least a starting point in allowing one to form an impression of where the balance might
fall between productivity-enhancing qualifications and signalling in terms of the expansion of UK
higher education. It shows the number of degrees achieved in UK universities in 1995, 2007, and 2019,
according to broad subject groupings. | leave it to the reader to ponder the extent to which the growth
has been in subjects which tend to truly and substantially enhance the productivity of their students.

Student choice is the main factor determining which subjects have grown and which have not. This has
its merits, but obvious drawbacks too. A more strategic and supply-led approach might have yielded
more doctors and engineers, for instance. The current funding model incentivises universities to attract
students to courses which are relatively inexpensive to run, since tuition fee income is the same for all
courses. And as Lambert (2019) argues in a forceful piece, there are only very weak incentives in place
for universities to guard academic standards.

Figure 2.3 First degrees obtained in UK Higher Education Institutions, by year.
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for more information on the make-up of each subject group. ‘Combined’ could mean, for example, mathematics
and physics, or French and history.

Goodhart (2020) describes the educational expansion of recent decades as a ‘signalling arms race’. This
nicely captures the self-reinforcing nature of the process: the more people attain a given level of
qualification, the more people are incentivised to also attain it, and indeed to attain a qualification at the
next level up. Because of the rising number and level of qualifications held by the average young person,
not holding educational credentials looks bad to prospective employers (Wolf, 2011). There is also a
self-fulfilling prophecy element to this: if enough people believe that you need a degree to be seen as
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intelligent or ‘a success’, it becomes true. For any individual faced with these constraints, more
education is a rational response.

There is also a possible social mobility cost to educational expansion, contrary to what is often
supposed. Faced with a growing pool of competitors who have reached the same educational level, it is
disproportionately those from advantaged backgrounds who are able to stay on to the next level in order
to distinguish themselves (Raftery & Hout, 1993). This applies at every level but may be particularly
important at the transition from undergraduate to postgraduate study in the contemporary UK: student
loans make undergraduate study widely accessible, but there is little funding for postgraduate students
who cannot draw on parental financial support. This is an issue researchers are just beginning to explore
in detail, but the evidence so far supports this emerging pattern (Wakeling & Laurison, 2017).

A final drawback of educational expansion is that employers absorb the benefits of the situation in a
way that detracts from their longstanding role as potential avenues for advancement outside the
educational system. Organisations are incentivised to increase the minimum educational requirements
for roles, and disincentivised both from making their own assessments of school leavers — including
‘taking a chance’ on prospective employees —and from training them up. The education system will do
the sorting and take the risk for them. And as the stated educational requirements of roles rise, so too
must the demand for education.

In sum then, recent generations have gone through a much longer educational career involving many
more examinations than their predecessors, to questionable benefit. Some will have enjoyed this, many
will have endured it while looking forward to eventually ‘starting their lives’ by entering adulthood and
the workplace.

Reflecting on these trends, Goodhart (2020) argues that a fundamental shift has taken place: we are in
a new ‘era of educational selection’ in which access to desirable employment and opportunities for
advancement are now chiefly determined by one’s educational credentials, and much more so than for
older generations.™ Goodhart suggests that many schoolchildren faring badly in this regime of academic
selection ‘will already regard themselves as failures’. I am not aware of research directly testing this.
But it certainly chimes with the finding from the latest PISA survey that only 53% of UK 15-year-olds
rated their life satisfaction at seven or higher out of ten, compared with an OECD average of 67%
(Mostafa & Schwabe, 2019). Of course this is only suggestive. Life satisfaction is influenced by a wide
variety of factors. Whatever the reasons behind this, it is a concerning figure.

This idea of an era of educational selection can be illustrated by looking at the educational requirements
for ‘high-skilled” employment (Figure 2.4). In 2017, 55% of survey respondents in these mostly
managerial and professional occupations said that if someone were applying for their job, they would
need to have a degree, up from 29% in 1987. In earlier years, a degree might have been an advantage

11 A seemingly positive implication one might initially draw is that this indicates a growing degree of meritocracy.
Not only have the desirability of such a regime and even the coherence of meritocracy as an idea been powerfully
questioned recently (Frank, 2016; Goodhart, 2020; Markovits, 2019; Mijs, 2016; Sandel, 2020), a strengthening
of the link between education and class destination does not on its own tell us much about meritocracy. One reason
is that strong links remain both between social background and educational attainment (touched on later in the
chapter) and between social background and class destination independent of education (Bukodi & Goldthorpe,
2019; Friedman & Laurison, 2019). Another is that education is a questionable indicator of ‘merit’. A simpler and
yet deeper problem is that of whether ‘meritocracy’ makes any sense: ‘opportunities for merit are themselves
determined by non-meritocratic factors’ (Mijs, 2016: 14) such as where, when, to whom, and with what sort of
characteristics you were born.
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but not a necessity, and one might have proved oneself at a lower level within an organisation before
achieving promotion into senior roles.*?

Figure 2.4 Percentage of high skill jobs requiring a degree.
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Source: Skills and Employment Survey. Skill level based on the Standard Occupation Classification, with major groups 1-3 classified
as high skill. 'Requiring’ based on the survey question If they were applying today, what qualifications, if any, would someone need
need to get the type of job you have now?

The vocational route

So what about a vocational or technical education? Older generations enjoyed a credible vocational
route for those who did not go on to further academic study. With the decline of manufacturing, the
endless ‘policy churn’ of new vocational systems replacing one another (Norris & Adam, 2017: 5), and
the expansion of higher education, however, the vocational sector has atrophied, leaving a confusing
array of courses which are often untrusted by employers and not well understood by potential students
(Augar et al., 2019). The influential 2011 Wolf Report on vocational education for 14-19 year-olds
criticised the ‘sclerotic, expensive, centralised and over-detailed approach that has been the hallmark of
the last two decades’ (2011: 11). The Richard Review found that the system of apprenticeships in place
from the mid-1990s was not responsive to the needs of employers or the labour market, was
concentrated at lower qualification levels, often did not involve any training, and in many cases
represented existing employees being certified for jobs they already did (Richard, 2012). A Department
for Education report found that in the mid-2010s, about a third of apprentices were not even aware that
they were apprentices (IFF Research, 2017).

Attempts to improve the system are currently being undertaken, but the current situation is undoubtedly
one where the academic route is seen as the default and many vocational qualifications are viewed with
suspicion. A recent House of Lords report held that decades of policymaking had focused on those

12 With regard to cohorts born in 1946, 1958, and 1970, Bukodi and Goldthorpe (2019) show that there has not
been a substantial strengthening of the link between educational attainment and class destination — though the link
is stronger for these cohorts than those born across the first half of the twentieth century. However | am not aware
of any studies comparing the strength of this link between those born in 1970 and later cohorts, on whom
Goodhart’s argument appears to focus.
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going on to higher academic study on the one hand, and those at risk of falling out of the labour market
altogether at the other, leaving an ‘overlooked’, ‘forgotten’ majority in the middle (Select Committee
on Social Mobility, 2016: 13). It is telling that spending per student on upper secondary vocational
programmes was 33% lower than on general (academic) programmes in the UK in 2017, whereas it is
higher in most other OECD countries (OECD, 2020).

There is a palpable contrast with older generations in all this — countless individuals left school with no
qualifications but have gone on to achieve a great deal, showing that not having academic qualifications
per se says nothing about one’s potential. What is important is the context within which one has no
academic qualifications.

In the next chapter I will touch further on the labour market, a major factor in people’s decisions about
how far to take their education. For the moment, it is sufficient to say that limited employment
opportunities for teenagers, a polarisation of the labour market into high- and low-quality jobs, a poorly-
resourced and confusing vocational offering, and a higher education system with few barriers to entry
are the most salient characteristics of the current situation, and all represent a contrast with the
experiences of Baby Boomers. It is in the context of an increasingly competitive market for non-low-
paying jobs that young people are increasingly turning to higher education to improve their position.

Education spending and student finance

The education system has seen a large increase in real-terms funding up to 2010 and substantial cuts
since then, as shown in Figure 2.5 (Bolton, 2020). This funding increase is perhaps unsurprising in light
of the educational expansion described above. But it goes beyond the cost of more years of education
at the same rate. For instance, per-student funding in primary and secondary education almost doubled
in real terms between 1997-98 and 2015-16 (Belfield et al., 2018).

Figure 2.5 UK public spending on education as % of GDP and in £ billions, 2019-20 prices.
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Source: adapted from Bolton (2020). The break between 2010-11 and 2011-12 is due to the data excluding the subsidy element
of student loans from 2011-12 onwards.
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Figure 2.6 Education spending per pupil/student, by stage (US dollars).
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Where have the cuts since 2010 fallen? The past decade has seen real-terms cuts of 9% to per-pupil
school spending in England, 12% to per-student spending in further education and sixth-form colleges,
and 35% to total spending on adult education and apprenticeships (Britton et al., 2020b). A further
pattern of note is that although per-pupil spending is higher for schools in more deprived areas, these
schools have also experienced the largest cuts since 2010 (Sibieta, 2021).

It is probably wise that funding has started to gradually move away from a model with successively
much more funding per student at each stage from early years to higher education (Belfield et al., 2018).
Research suggests that the benefits to individual students and to society from educational spending are
far greater at earlier ages (Heckman, 2006).** However spending per student remains far lower in the
early years than at the primary, secondary, further, and higher levels of education (Belfield et al., 2018).
Early years spending is also low compared with other countries, as shown in Figure 2.6. By contrast,
the UK (with the USA\) is an outlier in terms of its high per student higher education expenditure.

An important difference between spending on higher education and all earlier stages is that, at least in
theory, most higher education is funded through fees paid by the students themselves, financed by a
government student loan scheme. These tuition fees were introduced in 1998. In England, the maximum
fee was increased for students beginning their courses in 2006, and then again in 2012.

One sometimes hears statements about younger generations being ‘burdened’ by student debt following
the introduction of tuition fees. While it is true that higher education was free to students in earlier years
whereas tuition fees impose a cost, the actual burden on students is often considerably overstated.
Student loans (for tuition and living costs) make higher education free at the point of use, and are only
repayable when graduates are earning above a threshold currently set at £27,295, making it a de facto
graduate income tax rather than student debt. 9% of income above this level is taken in repayments —
so about £28 per month for a graduate earning £31,000. And zero for anyone earning less than £27,295.
The relatively high interest rate only has the effect of extending the period over which higher-earning
graduates continue to pay this 9%. Any remaining balance is written off after 30 years.'

This is a very different picture from the US, for instance, where student loans are given on similar terms
to other personal finance and carry similarly large risks. Unfortunately, the perpetuation of
misconceptions surrounding student finance seems to be a factor discouraging potential students from
low-income backgrounds from participating in higher education (Callender & Mason, 2017).

The latest estimate from the Office for Budget Responsibility and Department of Education is that about
half of student debt will not be repaid (Bolton, 2021a). This is a substantial sum: ‘The value of
outstanding loans at the end of March 2021 was £160 billion. The Government forecasts [this to] reach
around £560 billion (2019-20 prices) by the middle of this century’ (Bolton, 2021b: 5). This raises
another potential downside to the expansion of higher education — its public cost. As the average student
entering university becomes marginally less academically able, it is plausible that they are also likely
to pay off a lower percentage of their loan, thus increasing the subsidy rate. The IFS estimates, on
average, a very large net positive return to higher education — £750,000 for men and £390,000 for
women in total over their lifetime, shared between the taxpayer and the individual (Britton et al., 2020a).
But such estimates assume that graduates earn more than broadly similar non-graduates due solely to
education increasing their productivity. As we have seen, this is a very strong assumption.

13 For a brief review of the research on this topic and an empirical critique, see Rea and Burton (2020).

14 The details differ slightly depending on circumstances — in particular the repayment threshold is lower for those
who began their courses before 2012. https://www.gov.uk/guidance/terms-and-conditions-of-student-loans
provides a clear guide.
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Teacher pay and conditions

Attracting and retaining good teachers is crucial for the success of an education system, so it is worth
spending a moment to look at trends in their pay and conditions. The influx of resources illustrated
above is reflected in increases in real-terms pay from 1975 to 2008 that went ahead of other public
sector employees and broadly kept pace with the private sector (Bolton, 2008). However the trend in
England since 2007 has justly been dubbed ‘The long, long squeeze on teacher pay’: even while average
earnings only increased 0.6% across the whole economy from 2007 to 2021, real-terms pay fell by
around 4-5% for new and less experienced teachers, and by 8% for more experienced teachers (Cribb
& Sibieta, 2021).

Also concerning is the intensification of teaching. Figure 2.7 shows this trend across a number of survey
guestions asked consistently between 1992 and 2017. In the latest data, more than nine in ten teachers
report that the job requires them to work very hard, a figure that compares with ‘only a half of workers
in other professional jobs, and with 44% for the whole population’ (Green, 2021: 398). Green goes into
more detail and shows that while teachers have good job security and their hours have not notably
increased, ‘most facets of teacher job satisfaction have fallen since 2006° (2021: 399).

Figure 2.7 School teachers (state sector) reporting high work intensity, various measures (%).
100 -

80

60

40

20

Very hard work High speed Tight deadlines High strain Exhausted
1992 [ 1997 [ 2001 [ 2006 M 2012 M 2017

Source: Skills and Employment Survey. Adapted from Green et al. (2018), where the measures are described in more detail.
Exhausted: 'Always' or 'Often’ ‘come home from work exhausted'. High strain: both very hard work and low control over how the
job is done.

Restructuring

There have been a number of notable reforms to the structure and governance of the secondary school
system. These include, first, the abolition of the tripartite system of grammar schools, technical schools,
and secondary moderns between the mid-1960s and mid-70s, and their replacement with
comprehensives. Reform was implemented faster in some areas than others, and indeed grammars still
remain in some pockets of the country. This has allowed researchers to examine the effects of the
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different systems on social mobility, a topic of perennial interest. Using census data, Buscha et al.
conclude that neither system ‘had any notable effect on intergenerational social class mobility’ (2021:
27). A small minority were enabled by a grammar school education to achieve long-range upward
mobility, but their positive experiences are only part of the picture: ‘we hear much less often from the
corresponding group of people who did less well in a secondary modern than they would otherwise
have done in a comprehensive school’ (ibid.).

Until the late 1980s, education policy was largely hands-off, overseen by local education authorities
and with teachers allowed a high degree of autonomy. Then a more top-down, managerialist approach
was introduced with the 1988 Education Reform Act. This established OFSTED, league tables, and
Standard Assessment Tests at ages 7, 11, and 14, and introduced an element of parental choice into
school admissions. Funding, in turn, was linked to a school’s number of students. A major provision of
the 1988 Act was the National Curriculum (NC), which prescribed a mandatory set of subjects (with
mathematics, English, and science at the ‘core’), attainment targets, programmes of study, and
assessment arrangements.

A trend from recent years marks something of a reversal of the standardisation imposed by the NC: the
introduction and growth of academies (in England only), state-funded schools which operate
independently of local education authorities and may set their own curriculum, among other freedoms.
This has proceeded in two stages, with a smaller initial group of 203 ‘sponsored’ academies formed
under the 1997-2010 Labour government and a much larger number formed after the 2010 Academies
Act — indeed the majority of secondary schools and over a fifth of primary schools now have academy
status.

The small initial group consisted of takeovers of poorly-performing schools by teams of independent
co-sponsors such as businesses, religious organisations, and charities; evidence indicates a positive
effect on academic performance for this first tranche (Eyles & Machin, 2019). Post-2010, schools
deemed to be failing continued to be taken over in this way. However schools were also enabled to
apply to convert to academy status. These ‘converter’ academies, unlike the sponsored academies, tend
to be high-attainment schools serving relatively advantaged catchment areas (Eyles et al., 2018). Early
evidence gives no indication that conversion to academy status has improved performance, however,
except among those already rated ‘outstanding” (Andrews & Perera, 2017).

Private tuition

The private tuition sector has become increasingly visible recently. Since this industry is unregulated,
there is no official data describing how widespread private tuition is, how many people work as tutors,
whether they tend to do so as a full-time job or less regularly, and how any of this has changed over
time.

The best currently available data appear to be those collected by the Sutton Trust, surveying both
schoolchildren aged 11-16 over a number of years, and teachers from state primary and secondary
schools in 2019 (Sutton Trust, 2019). As Figure 2.8 shows, about 27% of 11-16 year-olds in England
and Wales report ever having received private tuition, up from 18% in 2005. 10% report tuition in the
current school year, up from 6% in 2005. Further data from the same survey point to two main patterns
of usage: about half using tuition to help prepare for specific tests such as GCSEs or a school entrance
exam, and about half ‘to help me with my school work in general’. The use of tuition has likely grown
since 2019, but the scale of this is currently unclear.
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Figure 2.8 11-16 year-olds receiving private tuition, England and Wales (%).
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Source: Sutton Trust Private Tuition Polling 2019.

The same Sutton Trust report collected data from teachers for the first time in 2019, and found that 14%
of primary school teachers and 24% of secondary school teachers reported conducting private tuition in
the past two years, mostly ‘through direct contact with parents’ rather than through an agency. The size,
composition, and working patterns of the private tuition agency workforce remains a gap in our
knowledge.

The rise of private tuition is an important topic for future research. There are currently shortages of
teachers, particularly in science and maths (Worth & Van den Brande, 2019). It will be important to
monitor the extent to which private tuition draws talent away from teaching in state schools, both
through full-time employment as tutors, and as teachers devote more of their time and energy to private
work to make up for their falling pay.

Social class inequality in education

While the other sections of this chapter predominantly describe change, social class inequalities in
education have remained quite stable.

Although educational expansion has provided more opportunity in some senses — most obviously, more
university places — the relative likelihood of students from different social class backgrounds taking
advantage does not appear to have changed a great deal. Here I can only begin to touch on the extensive
sociological research that examines this issue (Boliver, 2011; Bukodi & Goldthorpe, 2019; Woodward,
2019), but Figures 2.9 and 2.10 provide some illustration of the pattern, covering different time periods
(thanks to gaps in the data) and different parts of the education system. The first of these shows the
chances of enrolling in a degree programme at an ‘Old’ university — that is, the Russell Group and other
pre-1992 universities — according to parental social class. Evidently there was little appreciable
narrowing of the class-based gaps in admission to these elite institutions across the long and
expansionary period between 1960 and 1995.
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Figure 2.9 Probability of enrolment on a degree programme at an ‘Old’ university, by class background
and enrolment year.
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Source: adapted from Boliver (2011), British Household Panel Survey 2002. 'Old’ universities are those founded before 1960. This
category closely corresponds to the Russell Group universities.

Figure 2.10 17-18 year-olds with five GCSEs at A*-C, by parental social class (%).
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Source: Labour Force Survey (April-June). Includes Scottish equivalents. Includes vocational GCSEs from 2004 onwards. A*-C is
equivalent to 4-9 under the new grading scheme. Three-year rolling average. Managerial/professional: NS-SEC analytic classes 1-2.
Intermediate: 3-5. Routine/manual: 6-7.
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Figure 2.10 shows that since 2002 — as far back as this measure is available — the number achieving five
‘good’ GCSEs has risen for all groups, from those with parents in managerial or professional
occupations to the small number without a parent in employment. But the gaps between these groups
have nonetheless remained quite stable. More detailed research using rich datasets has found that
sizeable and persistent class gaps in educational attainment are only in small part explained by
differences in cognitive ability between students of different social backgrounds (Bukodi et al., 2014).

The effects of educational expansion on educational inequality have become a familiar story to
sociologists (Boliver, 2017; Bukodi & Goldthorpe, 2019; Lucas, 2001). On the face of it, inequality is
reduced as the proportion of people achieving a given level approaches 100%. There is no social
inequality in the UK today in completing primary education, for instance (though there used to be). But
the relatively advantaged deploy the same sorts of resources which had previously won them a greater
share at the lower level of education to the next level up. Thus Blanden and Macmillan, studying UK
cohorts born from 1958 to 2000, find that ‘when our findings are adjusted for the growing supply of
educated young people we find no narrowing of educational inequalities’ (2016: 591).

The perhaps dismaying conclusion to which a great deal of evidence points is that education broadly
acts as a channel through which advantage is passed from generation to generation, and that the most
promising approach to tackling educational inequality involves equalising the home environment in
which children’s aptitudes and attitudes to education are first shaped (Bukodi & Goldthorpe, 2019).

Figure 2.11 Child poverty rate (%).
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Source: Institute for Fiscal Studies: Living Standards, Inequality and Poverty Spreadsheet. Calculated from Family Expenditure Survey
and Family Resources Survey. Poverty is defined as net equivalised household income (after housing costs) below 60% of the
contemporary median. Children are defined as all individuals aged 0-15 plus unpartnered 16-19 year-olds living with their parents or a
responsible adult and in full-time non-advanced education or unwaged government training.

In this light, it is discouraging to note that the child poverty rate increased sharply from the end of the
1970s to the mid-1990s, and has remained high (Figure 2.11). Reforms that increased in-work benefits
for mothers brought the rate down, but it has again been rising since 2010.* The majority of children

15 Cribb et al. (2017) goes into some detail on the causes of (trends in) child poverty. It increasingly owes to low
earnings rather than worklessness.
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in poverty live in households where at least one adult is working (Cribb et al., 2017). An enormous
research literature points to links between child poverty and a wide range of negative outcomes,
including poor cognitive development and behavioural problems (Aber et al., 1997; Duncan et al., 1994;
Kiernan & Huerta, 2008). The stresses of poverty can limit parents’ ability to provide a cognitively
stimulating environment and contribute to harsh and unsupportive parenting styles which often go hand-
in-hand with behavioural problems (Guo & Harris, 2000). Perhaps counterintuitively, younger
generations are more likely to grow up poor and experience these effects. This is likely to have stymied
efforts towards equality of opportunity.

Have standards improved?

For all the resourcing and restructuring that has taken place in schools over time, has there been any
discernible progress in educational standards? Anthony Heath’s Social Progress in Britain neatly
summarises the unfortunately sparse evidence on this question, concluding that it points to ‘a story of
stability or at most modest progress over time’ (2018: 78). However this is a highly uncertain
conclusion.®

We know regrettably little about whether standards have improved across generations because there
are no measures which are plausibly consistent and span this length of time. To look back beyond the
mid-90s, we are limited to the disparate sets of studies assembled by Rashid and Brooks (2010), which
allow us to judge the trend in 15-year-olds’ reading ability from 1960 to 1988 (no change), but then
leave a gap until 1997 when a new data source appears — but which cannot be directly compared with
the earlier sources. These authors also painstakingly document what is available to compare attainment
over time in writing and numeracy, but no clear picture emerges.

The Trends in International Mathematics and Science Study (TIMSS) aims to measure students’
abilities in a manner that is comparable both cross-nationally and over time, from 1995 onwards. Figure
2.12 plots the average scores of children from England and a handful of other countries for comparison.
The general trend is stability over time in both science and maths among both year 5 (age 9-10) and
year 9 (age 13-14) students. In the case of maths there is what appears to be a substantial improvement
between 1995 and 2003 among 9-10 year-olds. However if this truly reflected a shift in standards we
would expect that same jump to appear four years later in the age 13-14 data. Instead there is no change
at all. So we should be cautious in interpreting any year-to-year jumps — such as the other noticeable
change, a (statistically significant) decline in the science test scores of 13-14 year-olds in the latest data.

16 Simply looking at grades (for instance of A-levels) over time is not the answer. Coe (2007) presents evidence
of grade inflation over time and lists some of the other problems of interpretation.
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Figure 2.12 TIMSS test scores, 1995-2019.
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Source: International Association for the Evaluation of Educational Achievement (IEA), Trends in International Mathematics and Science
Study (TIMSS). No data available for Germany in age 13-14 studies.

The OECD’s Program for International Student Assessment (PISA) is similar and tests the abilities of
15-year-olds. This has run since 2000 (and incidentally covers the UK rather than just England).
Unfortunately, the UK data from the 2000 and 2003 rounds are not of sufficient quality (Jerrim, 2013),
so we only have comparable data from 2006 onwards. These data, shown in Figure 2.13, tell a
reassuringly similar story to the TIMSS results covering the same period. They also suggest that the
drastic fall across four years in the latest TIMSS science data is likely an aberration. However, the PISA
data do indicate a statistically significant decline in science scores when comparing 2006 and 2018.
Altogether this highlights a possible area of concern, though that might be tempered by looking at the
wild fluctuations in some other countries’ scores. It is more plausible that sampling error or one of the
myriad other potential sources of incomparability caused the changes in Sweden’s scores over time than
the idea that the Swedish educational system went into a nosedive between 2006 and 2012, but then
spectacularly turned things around.

For all the energy and contestation that goes into educational policy, it is unfortunate that more effort
has not been made to try to rigorously evaluate whether changes have ultimately resulted in an objective
improvement in students’ reading, writing, maths, and so on. Like Heath, I find Coe’s comment apt:
‘Education has existed in a pre-scientific world, where good measurement of anything important is rare
and evaluation is done badly or not at all” (2013: xvi).

In the next and final section of this chapter | review evidence on basic skills among adults — over the

years, has the education system ultimately equipped people with the literacy, numeracy, and problem
solving skills needed to fare well in the modern workplace?
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Figure 2.13 PISA test scores (age 15), 2006-2018.
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Basic skills among working age adults

As in the previous section, there is scant comparable over-time evidence on this topic. | therefore focus
on the detailed albeit static picture revealed by the OECD’s Survey of Adult Skills, in which England
participated in 2011-12.Y7

Some secondary reports about this survey have been slightly misleading when comparing England to
‘the OECD average’, because this average changed as three sets of OECD member countries each took
part in different years.’® With regard to the three ‘headline’ measures of basic skills, once data collection
had finished, England stood at exactly the OECD average in numeracy, and comfortably above it in
literacy and problem solving in technology-rich environments (OECD, 2019).

But this is hardly cause for celebration. It is debatable whether the OECD members which participated
later in the survey programme and brought the OECD average down are appropriate comparators. In
terms of numeracy for instance, England is clearly well behind most northern and western European
nations (OECD, 2019: 51). But perhaps more importantly, the findings are striking when simply taken
in absolute terms. OECD analysts (Kuczera et al., 2016: 9) write that:

There are an estimated 9 million working aged adults in England (more than a quarter
of adults aged 16-65) with low literacy or numeracy skills or both ... These 9 million
people struggle with basic quantitative reasoning or have difficulty with simple written
information. They might, for example, struggle to estimate how much petrol is left in
the petrol tank from a sight of the gauge, or not be able to fully understand instructions
on a bottle of aspirin.

The survey also highlights some concerning ways in which the results for England are distinctive
(Kuczera et al., 2016). Except for the US, all of the other 22 nations or regions surveyed around the
same time as England had a substantially higher percentage of low-skilled adults in the 55-65 age group
than in the 16-24 age group. Elsewhere, in other words, younger people had stronger basic skills than
those approaching retirement. But in England, around 30% in both of these age groups had low basic
skills — comparatively normal for the older generation but lagging behind other countries as regards the
younger generation. ‘[D]espite the rapid expansion of educational opportunities, and a relatively well
qualified cohort of young adults [italics in original], the basic skills of this cohort have remained weak’
(Kuczera et al., 2016: 10).1°

Though this is a concerning picture, it is worth sounding a note of moderation. The results for England
are all from a single assessment ten years ago in which 5,131 adults took part and four out of every ten
invited to participate declined to do so (BIS, 2013). We also do not know whether steps already taken
(such as mandating education or training to age 18) may have already begun to have a positive effect.

17 The Survey of Adult Skills is the main component of the OECD’s Programme for the International Assessment
of Adult Competencies (PIAAC). Different countries took part in the PIAAC first cycle in different years (2011-
18), and data collection for a second cycle is planned for 2022-23.

18 Regarding the mean numeracy score for instance, a Department for Business, Innovation and Skills report has
England ‘significantly below the OECD average’ (BIS, 2013: 16) while later OECD reports have England ‘not
significantly different from the average’ (2016: 22, 2019: 23).

19 One of these OECD analysts, Simon Field, is quoted as claiming that ‘Universities do nothing for basic skills
... No-one in the university world sees [developing students’ skills] as their job, but on the other hand, they’re
quite happy to take anybody’ (Lambert, 2019).
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3. Employment and earnings

The opportunities available to each new generation as it leaves education shift over time in the wake of
broad societal changes. This chapter begins with an overview of the main trends that have shaped the
UK economy and labour market over the past half-century, before making direct comparisons between
the generations on measures such as their unemployment rate, earnings, and job security.

Let’s first take a bird’s eye view of the changing nature of the economy as a whole, and briefly look at
some of the most important trends: deindustrialisation and the rise of services, women’s participation
in the labour market, occupational upgrading and polarisation, productivity and wage stagnation in the
past decade, increases in regional and income inequality, the intensification of work, the changing youth
labour market, and a possible oversupply of graduates.

Deindustrialisation and the rise of services

One way to think about what a country does at work is to split those activities into so-called primary,
secondary, and tertiary production. Primary activities such as farming and mining get us the raw
materials for everything else. Secondary activities involve converting them into more complex goods —
steel and rubber into cars, wood and fabric into furniture. Tertiary activities represent the vast array of
services that we sell to one another.

Figure 3.1 shows how the share of employment has shifted between these sectors. The primary sector
has long been only a minor part of the UK economy. Secondary sectors — mainly manufacturing but
also construction and utilities — have declined steadily from their peak in the mid-1960s, and by 2016
accounted for only 15% of employment. The tertiary sector now dominates, accounting for over 80%
of jobs. Broadly speaking, this trend and the patterns of occupational change discussed below owe to
productivity gains arising from a combination of technological progress and globalisation (Goos &
Manning, 2007; Michaels et al., 2014), with educational expansion arguably playing a role too (Oesch
& Piccitto, 2019; Salvatori, 2018).

Figure 3.2 gives a little more detail about which types of activities have seen growth or decline over
this period, showing the number of jobs in each Standard Industrial Classification industry since 1978.
At the top we see steady growth in human health and social work; professional, scientific, and technical
activities; and administrative and support services. At the other end, the figure makes clear just how
pronounced the fall in manufacturing employment has been, from over 6.7 million jobs in 1978 to 2.7
million at the end of 2019. At the same time, it is easy to forget that this industry remains one of the
UK’s largest in terms of jobs, comparable to education or construction.

The categories used in Figure 3.2 are quite broad. Table 3.1 lists some illustrative activities for the five
industries which have added the most jobs over this period. For instance, a lot more people are employed
in health and social care, a sector spanning hospitals, nursing homes, social work, and child day-care.
The question this might raise is whether that means a lot more people doing high-skilled jobs like
practising medicine, or a lot more low-paid, ‘low-skill” care workers. | will turn to this soon.
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Figure 3.1 The changing distribution of employment across sectors (% of jobs).

8

6

40

2

O_

O_

0_

Tertiary (services)

Secondary (primarily manufacturing and construction)

Primary (primarily agriculture and mining)

O_

T
1970

T
1980

Source: ONS, Bank of England.

T
1990

Figure 3.2 Number of jobs, by industry (millions).
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Table 3.1 Industries which added the most jobs between 1978 and 2019, with examples of activities

within each industry.

SIC 2007 Industry Jun. 1978 — Dec. 2019 Examples

change
Human health and + 2,490,000
social work activities
Professional, + 2,221,000

scientific, and
technical activities

Administrative and + 1,955,000
support services
activities

Accommodation and + 1,357,000

food service activities
Education + 1,234,000

Source: ONS.

Women’s participation in the labour market

Hospital services, medical and dental practice,
residential care, social work, child day-care
Legal services, accounting, activities of head
offices, management consultancy, architectural
and engineering, scientific research, advertising
and market research, veterinary services

Rental and leasing, employment services, travel
agency, security and investigation, facilities
support, cleaning, office administration,
business support, call centres

Hotels, camping grounds, restaurants, catering,
mobile food services, pubs, bars

Education from pre-primary to further and
higher, sports and recreational education,
driving schools, educational consulting

It may seem obvious, but it is one of the most striking changes to have taken place across the past half-
century: far more women are in employment. Among other changes, this reflects the decline of the
single-earner family. The norm is now for mothers to return to the workplace after a period of maternity
leave rather than leave the workforce for good.

Figure 3.3 Labour force participation rate, by sex (%).
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Occupational upgrading and polarisation

We have just seen that employment has shifted away from industry and towards services. But what does
that really mean for the sort of work people are doing? Does it mean more ‘good’ jobs — or just a shift
from the factory floor to low-paid, monotonous work in call centres and warehouses?

The big picture answer to this question, over the period we are considering, is simply that there are
many more ‘good’ jobs in this country than there used to be. What do I mean by ‘good’? One very
useful way to categorise jobs is according to social class. Here | am referring to the National Statistics
Socio-Economic Classification (NS-SEC). The term ‘social class’ may carry a lot of baggage and seem
somewhat subjective, but this particular measure is very much an objective one, subject to repeated
validation studies and grounded in thorough and widely-accepted research.?’ Table 3.2 shows the seven-
category version of the NS-SEC, with some examples of occupations from each category.

Table 3.2 NS-SEC seven-class version and representative occupations.

Class  Description Representative occupations
1 Higher managers and = General managers in large companies and organisations, higher-
professionals grade civil servants and local government officials, architects,

lawyers, medical practitioners, professional engineers, scientists,
university teachers
2 Lower managers and  General managers in small companies and organisations, site
professionals managers, office managers, workshop managers, lower-grade
civil servants and local government officers, librarians, nurses,
physiotherapists, school teachers, social workers, surveyors

3 Ancillary Computer maintenance staff, draughtspersons, library assistants,
professional and nursery nurses, paramedical staff, cashiers, clerical workers, data
administrative processing operators, personal assistants, secretaries

4 Small employers and =~ Garage proprietors, builders, café proprietors, craftsmen, market
own account workers  traders, publicans, shopkeepers

5 Lower supervisory Foremen, site and works supervisors, auto engineers, heating
and technical engineers, instrument technicians, laboratory technicians,
occupations printers, tool- and pattern-makers, TV and video engineers

6 Semi-routine Care assistants, caretakers and housekeepers, chefs and cooks,
occupations chemical process workers, crane drivers, factory machinists,

fitters, postal workers, receptionists, sales assistants, store
controllers and despatchers, traffic wardens
7 Routine occupations  Bus and van drivers, construction site and other labourers,
craftsmen’s mates, food process workers, counter and bar staff,
house and office cleaners, kitchen assistants, packers and fillers,
porters and attendants, refuse collectors, warehouse workers
Source: Bukodi and Goldthorpe (2019).

NS-SEC classes 1 and 2 tend to be characterised by higher pay, more autonomy, greater job security,
and good prospects for advancement along a well-defined ‘career ladder’ (including pay rises along the
way). Classes 6 and 7, by contrast, represent more-or-less routine, standardised work; such jobs are less
well-paid and more likely to involve unpredictable working patterns or job endings. There is less scope
for advancement. From a cold economic standpoint, workers in these jobs are more-or-less
interchangeable and don’t need a lot of training to do the work. 3, 4, and 5 are each different but can be
thought of as falling in the middle in most respects.

20 For more information, see Rose et al. (2005) or search ‘ONS NS-SEC’.
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How has the distribution of workers between these classes changed over the past half-century? As
Figure 3.4 shows, what used to look in 1971 like a pyramid now looks more like a square: many more
of us are in these more desirable, better-paying jobs. The proportions of both working men and women
in managerial and professional work has roughly doubled, while the proportions doing semi-routine or
routine work has roughly halved. This long-term trend is the ‘occupational upgrading’ of the title of
this subsection.

Figure 3.4 NS-SEC class distributions of economically active men and women, 1971 and 2021 (%).
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Source: Bukodi and Goldthorpe (2019) for 1971. Quarterly Labour Force Survey May-July 2021 for 2021.

Table 3.3 gives us a sense of what sorts of specific occupations have been growing and declining the
most, underneath this ‘big picture’ of upgrading. Well-paid jobs in business and management have
grown, but so too has care work. Decline has been concentrated in industrial jobs, and in support roles
whose functions are now largely carried out by technology.

Table 3.3 Occupations with the greatest absolute job growth and decline, 1992-2015.
%in 1992 % in 2015
Greatest growth

Business professionals 1.1 6.4
Personal care and related workers 2.9 7.3
Corporate managers (private sector) 8.4 11.6
Finance and administrative associate professionals 3.0 6.1
Computing and hard science professionals 15 3.1

Greatest decline

Precision and printing craft workers 3.1 1.2
Machine operators and assemblers 4.0 1.6
Library, mail, and office clerks 8.8 49
Salespersons 5.3 0.9
Secretaries and transport clerks 5.4 0.7

Source: Oesch and Piccitto (2019).

What about the “polarisation’ also mentioned in the title of this subsection? This refers to another pattern
of occupational change over recent decades, whereby job growth is occurring not just among the best
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jobs but also the worst, while the share employed in middling jobs is declining. This is also sometimes
referred to as a ‘hollowing out” of the labour market, or an ‘hourglass’ pattern in place of the pyramids
and squares of Figure 3.4. There is a hint of it in the appearance of care work in the table above, among
the occupations that have seen the greatest growth.

Figure 3.5 shows the extent of polarisation between 1992 and 2015 based on occupations’ pay (Oesch
& Piccitto, 2020).2* It begins by splitting occupations into five equally sized groups (quintiles) based
on their average pay in 1992, and shows how the share of workers in each of those occupation groups
had changed by 2015. Polarisation and a growth of low-pay jobs has indeed occurred to an extent (and
more for men than women (Cristini et al., 2018)), but upgrading remains the dominant overall pattern
(Oesch & Piccitto, 2019; Salvatori, 2018). It is concerning, however, that wages have grown little
among these initially low-paid occupations while the initially high-paying occupations have seen
stronger wage growth (Mclntosh, 2013).

Figure 3.5 Employment share in 2015 by 1992 median earnings quintiles (%).
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Source: adapted from Oesch and Piccitto (2020).

This polarisation pattern is only evident if we rank occupations in terms of their wage. If they are instead
ranked on their average educational level, prestige, or job satisfaction, the pattern is very clearly one of
occupational upgrading (Oesch & Piccitto, 2019). So the growing low-pay occupations at least aren’t
bad jobs in every sense. And as the example of care work emphasises, low-paid work need not imply
work of low value in the broader sense. Nor need any given occupation necessarily be low-paid in
absolute terms — this is the outcome of our collective decision-making mediated through our institutions,
and can be changed.

One important step in that direction — increasing the absolute pay of the relatively low-paid — has been
the introduction in 2016 of the National Living Wage (Cooper et al., 2019). Recent ONS figures indicate

2L Evidence from a longer timespan suggests that growth in the lowest-paying jobs began in the 1990s (Cristini et
al., 2018).
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that the percentage of low-paid jobs (when defined as those paying two-thirds or less of median hourly
earnings) has fallen to its lowest point (15.1%) since 1997 when data was first collected and the figure
stood at 21.8% (ONS, 2020).

This section has focused on overall occupational change. Later we will look at what this all means for
different generations.

Productivity and wage stagnation

Productivity refers to how efficiently goods and services are being produced,; it is often measured as the
output per unit of input. As already mentioned, the transition to a services-based economy went hand-
in-hand with steady productivity growth. However this growth ended quite abruptly with the financial
crisis of 2007-2009, which in turn has been attributed to financialisation, the deregulated growth of the
financial sector to the point of destabilising excess (Kay, 2016). As shown in Figure 3.6, productivity
has essentially stood still for the past decade. This stagnation is so fundamental that the Royal Statistical
Society judged its UK Statistic of the Decade for the 2010s to be ‘0.3%: the estimated average annual
increase in UK productivity in the decade or so since the financial crisis’ (Royal Statistical Society,
2019). This contrasts with around 2% per year from 1997-2007 and marks the past decade as the worst
for productivity growth since the early 1800s. Had the pre-crisis trend continued, it is estimated that
productivity would be around a fifth higher, bringing a substantially higher standard of living. This
trend is mirrored in real-terms average wages which, at the onset of the pandemic, had still not quite
recovered to pre-crisis levels (see Figure 3.7).

While other advanced economies also experienced a productivity slowdown following the financial
crisis, the UK’s has been among the most dramatic and has followed decades of lower productivity
growth than other G7 nations. An international comparison of labour productivity (Tenreyro, 2018: 5)
is quite striking:

If British workers were able to catch-up to the G7 average, what currently takes us five
days’ work to produce could be done in little over four. If we were able to catch up to
Germany, we might all be able to go home from work on Thursday afternoon each
week without any fall in GDP.

The causes of this stagnation are unclear and much-debated — hence frequent references to the UK’s
‘productivity puzzle’. llzetzki (2020) presents a useful summary of the debate based on a survey of
leading economists. Among the probable contributing factors are: low demand, driven by austerity and
Brexit uncertainty; employees’ skills that are both poor and often mismatched to their field of work;
and sluggish investment across research and development, job-relevant training, and productive sectors
more generally.?

22 This is not an exhaustive list of the proposed causes. Among others, there is also a suggestion that the apparent
stagnation may have more to do with the difficulties of measuring productivity — or the effect of dividing total
economic output by an apparently larger-than-ever number of workers which actually includes many who are only
quite loosely involved in work. In other words, ‘output per worker’ as a measure of productivity will look low if
the sort of people who in the past didn’t work at all (e.g. people of retirement age) increasingly do some work,
such as casual self-employment or an occasional shift in a job they recently retired from. On the other hand,
‘output per hour’ very closely follows ‘output per worker’ in Figure 3.6, so this may not be a major issue.
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Figure 3.6 UK productivity indices (2018=100).
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Source: ONS. Multi-factor productivity is a complex measure often interpreted as capturing changes in output due to technological
and organisational progress. Search 'ONS simple guide to multi-factor productivity'.

Figure 3.7 Real average weekly wages (£, 2015 prices).
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Source: ONS (to Nov 2020, GB only), Bank of England (to 2015, UK).
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Regional and income inequality

There have been important changes in the distribution of both productivity and incomes in recent
decades.

Productivity — closely linked to earnings — has become increasingly concentrated in London following
the decline of manufacturing, which had been spread across the UK’s regions. Figure 3.8 shows each
region’s productivity relative to the country as a whole.?® London has long stood apart on this measure,
but only recently to such a great extent. From 1970 when manufacturing remained a large sector until
even the early 1990s productivity was spread relatively evenly around the country. From then until the
mid-2000s, however, a large gap opened up between London (and to a lesser extent the rest of the South
East) and the other regions and nations. Wales and the North East have seen particularly sharp declines
on these measures, and the former currently stands as the least economically productive part of the UK.

Income inequality grew substantially across the 1980s and has remained stable since (Figure 3.9). The
highest-income fifth of individuals have 42.4% of all disposable household income, up from 35.2% in
1977; the lowest-income fifth saw their share decrease from 9.7% to 6.8% over the same period.

Figure 3.8 Regional productivity relative to the GB/UK average (100).%*
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Dashed lines: GDP per worker (Great Britain = 100). Source: Geary & Stark (2016).
Solid lines: nominal GVA per job (United Kingdom = 100). Source: ONS.

23 This figure combines Geary and Stark’s (2016) estimates spanning the twentieth century with more recent data
from the ONS.

24 The report by Zymek and Jones (2020) for the Industrial Strategy Council led me to Geary and Stark’s work.
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Figure 3.9 Share of total disposable household income by quintile group of individuals (%).
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Source: ONS. Disposable income: income after direct taxes and cash benefits.

Work intensification

For the past three decades, the Skills and Employment Survey has collected extensive data from workers
about their everyday workplace experience. Interviews span a range of topics including productivity,
skills, fairness, intensity, participation, and insecurity.

What does it tell us about how the nature of work itself has changed? We saw in the chapter on education
that work has become more intense for teachers. As Figure 3.10 shows, this seems to be part of a wider
trend (Green et al., 2018). (Note that although there is a similar pattern of increase, the actual numbers
are far higher among teachers than workers overall (Figure 2.7).) The latest data, from 2017, suggests
that British workers are working harder and faster than at any time since 1992. A related trend is a
pronounced decline in levels of task discretion, or autonomy — the degree of control an individual has
over how to do their job (Gallie et al., 2018).

The survey also asks workers whether they feel their job is at risk. In 2017, perceived risk of job loss
was at its lowest since the surveys began in 1986. But job insecurity may be taking on new forms: a
new question in the 2017 survey identified 7% of the workforce as ‘very anxious’ that their hours of
work might change unexpectedly (Felstead et al., 2018).
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Figure 3.10 Workers reporting high work intensity, various measures (%).
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Source: Skills and Employment Survey. Adapted from Green et al. (2018), where the measures are described in more detail.
Exhausted: 'Always' or 'Often' ‘come home from work exhausted'. High strain: both very hard work and low control over how the
job is done.

The youth labour market

The labour market for young people today bears little resemblance to the situation in the 1960s and
1970s, when most Baby Boomers left school — and for the most part were employed — by age 18. Like
most of its OECD peers, the UK now struggles with structurally high youth unemployment.?

The polarisation of the labour market described above may have been particularly important for young
people, and especially those looking to enter the workforce after leaving school. Many of the jobs
towards the middle of the wage and skill distributions which have disappeared — skilled manual jobs
and mid-level white-collar jobs such as credit agents and bookkeepers — lent themselves to taking on
and training school leavers, often through apprenticeships, and offered those school leavers a decent
income and economic security. Salvatori’s analysis of job polarisation notes that ‘by far the largest
positive contribution to growth of employment in low-pay occupations has come from the reallocation
of native non-graduates from middling to bottom occupations’ (2018: 11).2° Mid-level jobs have far
from disappeared altogether, but young people are increasingly faced with a choice between low-
skilled, low-wage work, and further or higher education as a necessary prerequisite for better work —
but not a guarantee of it.

For the Baby Boomer generation, apprenticeships played an important role in the school-to-work
transition. At their peak in the mid-1960s, around a third of male school leavers aged 15-17 went into
one (Evans, 2011). As discussed in the previous chapter, however, traditional apprenticeships fell into

% To be clear, people in education are counted as outside the labour market and therefore do not count towards
unemployment statistics — so this is largely an issue of unemployed school-leavers.

% As the mention of natives here suggests, Salvatori considers the role of immigration in occupational change.
His conclusion is that ‘The increase in the number of immigrants, on the other hand, does not account for any
particular aspect of the polarisation in the UK’ (2018: 1).
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a long decline, and the attempt to revive them in the 1990s resulted in many poor-quality programmes
only loosely related to ‘apprenticeship’ as traditionally conceived.

Wolf describes the ‘vanishing youth labour market” (2011: 24) that characterises the UK and other
OECD countries. In addition to the broader trends already mentioned, she cites the introduction of
labour market regulations that make it more difficult for employers to dismiss workers and therefore
disincentivise them from taking on younger workers without a strong record of prior employment.
Health and safety concerns have also been cited as a disincentive to taking on 16- and 17-year-olds as
apprentices or employees. The effect of minimum wage legislation on youth employment is a hotly-
debated topic, but the evidence tends to indicate ‘extremely small’ negative effects, especially where
there is a separate subminimum rate for young people, as in the UK (Croucher & White, 2011: 8).
Finally, a reluctance to employ young non-graduates also emerges organically from the self-reinforcing
process of educational expansion discussed in the previous section: ‘the more young people stay in
education, the more employers perceive the remainder as ‘low quality’. This does not mean these young
people are, necessarily, without the skills needed to do the jobs they are applying for — but they are
perceived as likely to be’ (Wolf, 2011: 30).

An oversupply of graduates?

As strong as the trend of occupational upgrading has been, an important question is whether educational
expansion may have actually outpaced it: is the increase in graduate numbers matched by a
corresponding increase in jobs requiring a degree? Measuring whether a job ‘needs’ a degree is
inevitably a difficulty. But with that in mind, the percentage of jobs rated by the workers in those jobs
as requiring a degree has risen from 10% in 1986 to 29% in 2017, with a further 9% (stable over time)
requiring professional qualifications (Gallie et al., 2014; Henseke et al., 2018). Since 2012, however,
Henseke and colleagues find that the growth of demand for high-level skills and a graduate qualification
has slowed, ‘and even reversed in some domains’ (2018: 1).

This slowdown while educational expansion has continued apace suggests an oversupply of graduates.
Another approach is to look at change in the percentage of graduates employed in non-graduate jobs.
This is shown in Figure 3.11, with the classification of jobs into graduate and non-graduate made
according to whether the tasks involved normally require knowledge and skills developed in a university
degree (Elias & Purcell, 2013).?" Of those who graduated in the past five years, almost half are not in
graduate employment, a proportion which has risen steadily since 2001.

27 This may seem obvious, but it aims to draw an important distinction between jobs that require a degree and jobs
in which most workers happen to hold degrees even though they are arguably unnecessary — estate agents being
a prime example according to Elias and Purcell.
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Figure 3.11 Graduates in non-graduate employment (%).
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Source: ONS, Labour Force Survey.

Green and Zhu (2010) also examine this trend, but make a distinction between two forms of
overqualification: ‘real’ overqualification, where graduates in non-graduate jobs report that in their
work they can make use of only ‘very little’ or ‘a little’ of their experience, skill, and abilities; and
‘formal’ overqualification, where employees are similarly overqualified educationally but in contrast
report that their skills are being utilised to a substantial degree.?® Their finding is that overall
overqualification rose from just over 20% of graduates in 1992 to about 33% in 2006, and that this was
mainly driven by formal overqualification. This suggests not just a glut of graduates, but of graduates
without particular skills ready to be deployed in graduate jobs. Another implication is that graduates are
increasingly taking their pick of the non-graduate jobs they find challenging and desirable.?®

This oversupply of graduates has important implications for non-graduates. Because of the labour
market value of a degree, many non-graduates find themselves almost automatically overlooked for
non-graduate roles in favour of graduates. As Goodhart (2020) observes, the more defensible position
for recruiters and managers is always to pick a graduate over a non-graduate. Importantly, this also
implies a new glass ceiling for non-graduates who might in the past have worked their way up in an
organisation to a higher-level role.

28 Respondents are counted as utilising rather than underutilising their skills if they say ‘quite a lot> or ‘almost all’
rather than ‘very little’ or ‘a little’ in response to the question ‘How much of your past experience, skill and
abilities can you make use of in your present job?’

29 Chevalier and Lindley (2009) also report a large increase (in fact a doubling) in what they term ‘overeducation’.
They compare those who graduated in 1990 and 1995, and so essentially focus on the effect of the 1992 wave of
higher education expansion.
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Generational comparisons: employment status

What have these underlying, long-term trends ultimately meant for the experience of different cohorts
when we compare them at the same age?

Figure 3.12 Economic status at age 18, by sex and birth cohort (%).
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Source: ONS, Labour Force Survey 1975-2020. 1955: born 1955-1959, etc.

Research suggests that unemployment early in one’s working life carries substantial disadvantages,
setting people’s earning power back and putting them at risk of poor health, social exclusion, and further
worklessness (Bell & Blanchflower, 2011; Gregg, 2001; Gregg & Tominey, 2005; Strandh et al., 2014).
So youth unemployment is a major concern.

Figure 3.12 shows the make-up of economic status at age 18, grouped by five-year birth cohorts.
Unemployment is the leftmost of the categories, coloured blue and with its percentage also shown as a
number. Baby Boomer cohorts saw very low levels of unemployment at age 18, but this changed for
every group thereafter, beginning in fact with those born 1965-1969, among whom 18% of men and
14% of women were unemployed. The figure also charts a decline in employment and increase in study
at this age. A small but growing number of men not in education are not only not employed but out of
the labour force altogether — in other words, not seeking work. This group comprised 5% of 18-year-
olds born 1995-1999.%

30 Among women ‘out of the labour force’ most often represents raising children.
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Figure 3.13 Unemployment rate, by age and birth cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data.

Figure 3.13 focuses on unemployment and compares birth cohorts across ages 18 to 40.3! Each line in
this sort of figure represents those born in a particular five- or ten-year window. The dark purple line is
the oldest birth cohort shown (in this case those born 1946-50), and as the colours change from dark
purple to paler purple, to pale green and finally to dark green, so the birth cohorts represented are
younger and younger, ending with those born 1996-2000. Note that to make some figures — including
this one — more readable, | have combined everyone born in the 1950s into a single group, and done the
same for the 1960s and 1970s. Overlaying these lines gives us a detailed picture of generational change.

Figure 3.13 echoes what we saw in Figure 3.12: youth unemployment was exceptionally low among
Baby Boomer cohorts, and much higher for subsequent generations. The younger end of the Millennial
cohort had the highest unemployment rate from 18 to 21. This shows that labour market conditions have
been very challenging for those choosing to go to work at a time when higher education is increasingly
the norm. Not far below, however, are the older end of the Baby Boomer cohort and Generation X:
these groups also contended with high youth unemployment.

Unemployment is associated with a range of personal and social harms at any age (Brand, 2015) — so
what does the figure tell us about older ages? From about 25 onward, we see a somewhat different
picture. The broad result that stands out is that Millennials are no longer any more likely than other
groups to be unemployed at a given age, albeit we only know about those born in the early 80s up to
age 35 and those born in the late 80s up to age 30. This pattern reflects the high unemployment of the
1980s and early 90s, which even the Covid pandemic and aftermath of the financial crisis did not match.

31 Note that the unemployment rates shown in Figure 3.13 are the percentage unemployed out of all those in the
labour force (which does not include students), whereas the unemployment numbers in Figure 3.12 are the
percentage unemployed out of everyone (including students and those out of the labour force for other reasons).
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Figure 3.14 NEET (not in education, employment, or training) status among men, by age and birth

cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data. NEET is defined as not in employment or full-time education.

Because the unemployment rate only tells us about people working or who want to work, it ignores
students and others not seeking work. Seeing a high youth unemployment rate at a time of educational
expansion might then make us wonder: maybe more people than ever have been working or studying,
meaning generational differences are actually small? We can answer this question — for men at least —
by looking at what percentage of the whole cohort are ‘NEET’ — that is, not in employment, education,
or training.*? In addition to the unemployed, this measure will pick up ‘discouraged workers’ who are
able to work but are neither working nor seeking a job, as well as those inactive for other reasons. For
women it makes less sense to use this measure because women raising children would be included
among the NEET, and it is certainly debatable whether that is what we want the measure to do.

In Figure 3.14, then, | look at NEET status among men across the generations. The concern raised
appears unfounded. The picture is extremely similar to the unemployment story, despite the increasing
numbers staying in education for longer: until about age 25, every cohort from those born in the 1960s
onwards has seen high levels of unemployment or inactivity. From this age onwards, it appears that the
older Millennials are reaching historically low levels of NEET.

Generational comparisons: earnings and career progression

Figures 3.15 and 3.16 compare the generations in terms of median earnings, adjusted for inflation to be
comparable. Figure 3.15 comes from the work of Cribb (2019) while Figure 3.16 shows my own
estimates. There are slight differences in our approaches and we have used different data sources, but
our results tell the same story.

32 This is an imperfect measure of NEET status because for older generations at younger ages we are dependent
on older surveys which did not collect data about part-time educational courses or training schemes. Instead only
a measure of full-time education is available.
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Figure 3.15 Median annual pre-tax earnings of those in paid work, by age and birth cohort (£ thousands,
2017-18 prices).
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Source: adapted from Cribb (2019).

Figure 3.16 Median monthly pre-tax earnings of those in paid work, by age and birth cohort (£, Jan
2020 prices).
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Source: British Household Panel Survey 1991-2008, UK Household Longitudinal Study 2009-2019.
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At every age, those born in the 1940s had substantially higher earnings than those born in the 1930s.
The 1940s cohort were overtaken by the 1950s cohort to an even larger degree. The 1960s cohort in
turn saw greater earnings than those born in the 1950s, at least until around age 45. Those born in the
1970s had been seeing similar progress, until from age 35 their earnings ceased to grow, and only
matched rather than exceeded the 1960s cohort.

The trigger for this slowdown in each cohort’s wage growth, as we have seen, was the financial crisis.
The 1980s cohort were in their 20s when it hit — just getting started in the labour market — and this can
be seen in their earnings relative to earlier cohorts. At ages 25-35, the earnings of those born in the
1980s is well below that of the 1970s cohort, and in fact looks very close to the 1960s cohort. This still
means substantially higher earnings over young adulthood than those born in the 1950s and earlier —
but it is striking that generation-on-generation progress has stalled and even gone into reverse.®

Figure 3.17 Mean occupation pay rank of initial job, five years later, and ten years later, by sex and
birth cohort.
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Source: adapted from Blundell et al. (2020).

Two reasons for 1980s-born workers falling behind 1970s-born workers is that they are starting in
lower-paid occupations, and they are not seeing the same rate of career progression in terms of their
pay. Figure 3.17, from Blundell et al. (2020), shows these patterns. Their analysis first sorts occupations
into 100 groups, ranked from the lowest to the highest-paid. It then looks at where, on this 1-100 scale,
each birth cohort is entering employment (on average). As the black bars show, men in successive
cohorts have been starting their working life in lower-ranking occupations. Women had been rising, but
this reversed with the late-80s cohort. “When compared with those born in the 1970s’, Blundell et al.
write, ‘men born in the late 1980s were at least twice as likely to have been bar staff, kitchen and

33 Cribb (2019) separately analyses trends in income specifically, and the conclusions are highly similar. Earnings
(money earned from employment) is a narrower concept than income. The latter also includes other sources of
income besides earnings, such as benefits, pensions, and investment income. Earnings is by far the most important
component of income for working age adults.
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catering assistants, or call centre workers in their first full-time job; and women were about twice as
likely to have been waitresses or care workers’ (2020: 2).

The lighter-shaded parts of the bars show how things change after five and then ten years in work.
Unlike those born in the early 80s, the 1985-89 cohort have not been able to catch up by moving into
better-paying occupations. After five years in work, men born 1985-89 are in occupations that rank
similarly to those in which the 1950s cohort started work.

This brings us back to the discussion of occupational upgrading and polarisation discussed earlier. We
saw that occupational upgrading has been the main overall trend in the labour market — but polarisation
is the most important consideration when characterising the experience of recent cohorts.

As Figures 3.18 (men) and 3.19 (women) show, every cohort from those born in the 1940s onward has
had a greater likelihood of working in a high-paid occupation at a given age — until the 1980s cohort
(Cristini et al., 2018). This pattern is especially clear for men, among whom the youngest cohort are
about as likely to be in high skill work at age 30 as were those born in the 1950s and 60s.

But most concerning is what has been happening below the high-paid occupations. As these figures also
show, at least from age 20 to 30, both men and women born in the 1980s have been far more likely to
be employed in low-pay, low-skill occupations and correspondingly far less likely to be in middling
occupations (Cristini et al., 2018). At age 25, for example, 30% of men born in the 1980s were in low
skill work, compared with 18% of the 1950s cohort.

Figure 3.18 Share of workers employed in low, medium, and high skill jobs, by age and birth cohort:
men (%).
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Source: adapted from Cristini et al. (2018), ONS New Earnings Survey and Annual Survey of Hours and Earnings, 1975-2015. The SOC90
classification of occupations is the basis for distinguishing broad groups according to skill level. Low consists of SOC90 categories 6 (Personal
and protective), 7 (Sales), and 9 (Other). Medium consists of 4 (Clerical and secretarial), 5 (Craft and related), and 8 (Plant and machine
operatives). High consists of 1 (Managers and administrators), 2 (Professional), and 3 (Associate professional and technical). Points for
1980-89 at age 30 represent those born 1980-1985 only.
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Figure 3.19 Share of workers employed in low, medium, and high skill jobs, by age and birth cohort:

women (%).
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Source: adapted from Cristini et al. (2018), ONS New Earnings Survey and Annual Survey of Hours and Earnings, 1975-2015. See figures
above for details of low, medium, and high skill groups. Points for 1980-89 at age 30 represent those born 1980-1985 only.

Figures 3.20 and 3.21 similarly break cohorts down into men and women employed in low, medium,
and high skill work. These figures show how each group’s median earnings compare to overall median
earnings (i.e. among all employees). While the results are more mixed for women, among men in
medium and low skilled work there is a clear pattern of younger cohorts earning less relative to the
average wage than older cohorts did. So it is not as though high demand for low-skill work has led to
higher relative pay for these occupations. ‘Thus,” conclude Cristini et al., ‘for both relative wages and
employment, these trends suggest a generational contraction of job opportunities for men not in top
occupations’ (2018: 201).

Another way to think about the intergenerational contrast in the labour market is through the lens of
social mobility — in this case, in the sense of whether your social class (NS-SEC, based on your job as
described above) is a step up, the same, or a step down relative to your parents at the same age. Thanks
to occupational upgrading, there is now more ‘room at the top’ of the class structure. But that also means
increasing numbers of young people with parents at the top of the class structure, and keen not to fall.
There are limits to how far occupational upgrading can go, and indeed its pace has slowed. Accordingly,
decreasing numbers of young people are experiencing upward intergenerational mobility, while
increasing numbers — as many as a third of those born 1980-84 — are experiencing downward mobility
relative to their parents (Bukodi & Goldthorpe, 2019). Intuitively this would appear a source of malaise
and disappointment; the extent to which such an experience is harmful to health and discourages
childbearing are each debated topics (Easterlin, 1976; Macunovich, 1998; Prag & Richards, 2019).
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Figure 3.20 Earnings relative to average earnings: men. (Log median earnings ratio for age-cohort-skill
group relative to median earnings of all employees.)
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Source: adapted from Cristini et al. (2018), ONS New Earnings Survey and Annual Survey of Hours and Earnings, 1975-2015. See figures
above for details of low, medium, and high skill groups. The vertical axis is the ratio of the median of the group's earnings to the median of all
employees' earnings (expressed in logs meaning that 0 indicates the group earns the overall median wage). Points for 1980-89 at age 30

represent those born 1980-1985 only.

Figure 3.21 Earnings relative to average earnings: women. (Log median earnings ratio for age-cohort-
skill group relative to median earnings of all employees.)
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Source: adapted from Cristini et al. (2018), ONS New Earnings Survey and Annual Survey of Hours and Earnings, 1975-2015. See figures
above for details of low, medium, and high skill groups. The vertical axis is the ratio of the median of the group's earnings to the median of all
employees' earnings (expressed in logs meaning that 0 indicates the group earns the overall median wage). Points for 1980-89 at age 30

represent those born 1980-1985 only.
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Generational comparisons: job security and hours

What about other aspects of employment? Job insecurity is much discussed, and for good reason: this
kind of uncertainty is stressful and poses an obstacle to long-term plans such as settling into a home,
getting married, and having children. Figure 3.22 shows the percentage of people reporting that their
current job is not a permanent one, for instance because it is temporary or seasonal work. The available
data unfortunately do not allow us to look at the situation of Baby Boomers before the age of about 30.
But with that limitation in mind, what we see strongly suggests that non-permanent employment is
closely linked to age rather than generation. Non-permanent employment is unsurprisingly highest for
workers in their teenage years and early 20s, but falls sharply with age and plateaus below 10%
throughout most of working age — for all cohorts alike, insofar as we can tell.

Figure 3.22 Non-permanent employment, by age and birth cohort (%).
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Source: British Household Panel Survey 1991-2008, UK Household Longitudinal Study 2009-2019. Question: ‘Leaving aside your

own personal intentions and circumstances, is your job..." (1) A permanent job (2) Or Is there some way that it is not permanent?
(Question slightly different 1991-1998.)

Figure 3.23 looks at the same question from a slightly different angle. The survey question here asks
respondents to consider how likely they think it is that over the next 12 months they will be sacked, laid
off, or not have their contract extended. This gives us a measure of subjective job security. This is
relatively recent data, covering only 2009-2019, meaning that we only see overlap between adjacent
five-year cohorts and can’t make comparisons at the level of generations.

Whereas in the previous figure, on temporary employment, the trend strongly pointed to the importance
of age, here the results strongly suggest a common ‘period effect’ — people of all ages and cohorts have
similarly felt increasingly safe in their jobs over the past decade, albeit with a recent downturn among
older workers. It is also striking that in absolute terms it is younger workers — especially Millennials in
their 20s — who have been feeling safest in their jobs. This conclusion should not be taken too far, but
it does stand in contrast to common narratives of ever-greater job insecurity.® It is also perhaps

34 Economic research investigating this in more detail also supports a picture of steady levels of subjective job
security at least since the Millennium — although this does not tell us about the experiences of older generations
at younger ages (Manning & Mazeine, 2020).
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encouraging that with each generation, the average number of hours worked by full-time workers has
fallen gently, from around 42.5 among 30-year-old Baby Boomers to around 40.5 among 30-year-old
Millennials (Figure 3.24).

Figure 3.23 Average subjective job security (1-5), by age and birth cohort.
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Source: UK Household Longitudinal Study 2009-2019. Question: 'l would like you to think about your employment prospects over
the next 12 months. Thinking about losing your job by being sacked, laid-off, made redundant or not having your contract renewed,
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Figure 3.24 Average hours per week (full-time workers), by age and birth cohort.
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The recent phenomenon of zero-hours contracts has given rise to concerns about job security and
economic uncertainty among younger generations. Rather than going into any great detail, | will briefly
offer some context for these concerns. As of July-September 2021, 3.1% of UK workers were on such
contracts (ONS, 2021c).>® Zero-hours contracts are especially prevalent among the youngest (10.5% of
workers aged 16-24) and oldest (4.5% of workers aged over 64) parts of the workforce. 61.4% of those
on zero-hours contracts report that they do not want more hours; 22.7% are in full-time education. Zero-
hours contracts appear to suit the circumstances of some, but are no doubt also an unwelcome source
of uncertainty and stress for others.

Younger generations have not then had it straightforwardly harder or easier on every dimension than
those that went before. But they do face some important challenges. A withered youth labour market
and continuing educational expansion together put young non-graduates at high risk of unemployment
and inactivity, which can set them back for the rest of their lives. Employers highly value work history
among prospective employees, and are apprehensive about those who lack it. Moving into their late 20s
and early 30s, younger cohorts’ unemployment rates have held up well compared with older cohorts.
However, low rather than medium skilled work is increasingly the destination of young people without
educational credentials. At the same time, those who do earn graduate-level qualifications are
increasingly facing stiff competition and dashed career expectations. Career progression has slowed.
Stalling productivity at the national level is reflected in stagnant wage growth and even a reversal for
Millennials relative to Generation X. The implications of this can only fully be appreciated in the
context of the housing market, to which we now turn.

3 This represents an estimated 996,000 such workers. This percentage has been fairly stable since 2016. When
data on zero-hours contracts were first collected by ONS in 2000, the equivalent figure was 0.8% of workers
(225,000). However, being counted as a zero-hours worker depends on workers recognising this status and
answering the survey question accordingly: when zero-hours contracts received less media attention, some
workers may not have indicated that this was their contract status.
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4, Housing

In this section | review the state of the housing market and what this means for different generations. A
common thread running through this chapter and the next — on wealth — is that housing has increasingly
come to be viewed as an investment and less as a scarce resource meeting a basic consumption need.
Would-be owner-occupiers increasingly face competition for houses from those purchasing for
investment purposes.

The housing problem

The UK housing market is often described as ‘broken’, and housing in a state of ‘crisis’. Every market
has its winners and losers, and some have done rather well out of housing in recent years. So what, if
anything, is the problem?

The problem is that a home with security of tenure is either unaffordable or unavailable for far more
young people today than previously, and particularly for those without access to parental wealth. A
related but distinct point is that young people also have very low homeownership rates relative to earlier
generations. But there are reasonable grounds for arguing either that this is a major problem, or that in
itself it is not necessarily a concern.

Agreement amongst experts on housing policy is in surprisingly short supply. | first present a brief
outline of the debate and hope to show that the above statement of the problem holds true whichever
side you might find more convincing.

The price of houses...

One clear point of consensus is that, as shown in Figure 4.1, house prices have risen enormously over
the past half-century, with much of this growth concentrated in the past 25 years. It is worth emphasising
that this increase has far outpaced inflation — Figure 4.1 shows the increase after adjusting for inflation.
Across the UK as a whole, the average residential property price is now four times as high in real terms
as in 1970, and six times as high in London. This increase has also far outstripped rising household
incomes. As also indicated on Figure 4.1, real-terms median income is just over two times as high (as
in 1977, in this case).*®

The reasons for increasing house prices are the subject of much debate. Broadly speaking, there are two
competing explanations. One focuses on demand for housing, driven by rising incomes, population
growth, smaller household sizes,® mortgage deregulation, and in particular low interest rates (also
shown in Figure 4.1).

Some argue that low interest rates alone can wholly explain UK house price rises (Lewis & Cumming,
2019; Miles & Monro, 2019). This reasoning begins by distinguishing housing (a type of asset) from
housing services (a roof over your head, whether or not you own that roof). The price of housing
services — how much you pay in rent (or could rent out your home for) — is determined by

3 The base year is 1977 in this comparison because this is as far back as the ONS has this measure. The specific
income measure | have used here is the real-terms disposable household income of the median individual.

37 While this is sometimes claimed to be important factor, average household size has in fact remained stable at
2.4 from 1996 to 2020. The percentage of one-person households has also changed little, from 27.8% in 1996 to
a peak of 29.5% in 2019, before falling back to 28.4% in 2020 (ONS, 2021a).
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straightforward supply and demand. The price of a house is determined by the price of housing services
too — the income the asset can produce through rent — but also by the prevailing interest rate. And lower
interest rates, all else equal, increase the value of assets.®

Figure 4.1 Bank of England base rate (left axis) and inflation-adjusted House Price Index for UK and
London (right axis, 1970=100).
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Source: Bank of England, HM Land Registry, ONS (Retail Price Index, The effects of taxes and benefits on household income).
Real median income: median equivalised household disposable income of individuals, inflation-adjusted. Series begins 1977.

Others argue that low interest rates alone cannot wholly account for the trends; indeed a number of facts
do not fit that story (Duca et al., 2021a; Panigrahi & Walker, 2020). House prices have grown far more
in the UK than in most comparable countries, for instance,* and this growth has also varied starkly
across regions. There are factors specific to London that have driven prices particularly high there,
including its perceived status as a safe haven for overseas investors, who moreover are not required to
disclose their identity (Badarinza & Ramadorai, 2018).*° However this too fits an emphasis on demand.

3 The interest rate represents the income that can be produced by simply buying government bonds. As such, it
represents a point of comparison for any other asset. To lightly adapt the example of Wren-Lewis (2020) (and set
aside the fact that owning property carries some risk), suppose that a £1,000,000 house produces £20,000 of rental
income for its owner each year — a 2% rate of return — and suppose that you can also buy government bonds with
the same rate of return. In other words, the prevailing interest rate is 2%, and investing in property is no more
attractive than this alternative. Imagine the interest rate then falls to 1%, while rents stay the same. Now
£1,000,000 will produce £20,000 per year if you invest in housing, but only £10,000 if you invest in bonds. Those
with assets or access to credit (itself stoked by low interest rates) will all prefer to invest in housing, driving the
price up until we are back at a point where housing is no more or less attractive than bonds. Rents have stayed the
same — our house still produces the same amount of rental income — but now that same £20,000 per year of rental
income makes the house worth £2,000,000.

39 < Among the G7 countries, the UK has had the largest rise in house prices relative to average disposable income
since 1970, and particularly pronounced since 1997° (Muellbauer, 2018: R20).

40 According to an extended report by investigative journalists from Private Eye magazine, ‘For oligarchs, arms
dealers, money launderers, kleptocrats and run-of-the-mill tax dodgers, British property is the investment of
choice’ (Brooks & Eriksson, 2016: 2). Conservative think tank The Bow Group similarly warn that ‘UK citizens
face a future as tenants to foreign landlords as an unending supply of money from the wealthy of Russia, China
and the Middle East spreads out from London to affect many other parts of the UK’ (Valentine, 2015: 55), also
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The other side of the debate emphasises constraints on the supply of housing: were people free to
respond to these massive price increases by building more houses, prices would fall substantially (Cribb
& Simpson, 2018; Muellbauer, 2018). The counterargument from the demand-side view is that house
prices appear to change very little in response to increased supply; ramping up housebuilding will not
make — nor would have made — a substantial difference to house prices. Meeting the government’s
current target of 300,000 new builds per year (a rate not seen since the late 1960s) and sustaining it for
20 years would, all else equal, reduce house prices by only 6% in real terms, at least according to one
estimate (Mulheirn, 2018b). However supply-side advocates in turn can reply that this simply
underlines the sheer scale and decades-long persistence of the supply problem. Some evidence suggests
that the enormous price increases in London can be accounted for by its particularly constrained supply
(Hilber & Mense, 2021). Indeed a comprehensive recent review of the economic literature highlighted
the particular importance of housing supply response as well as shifts in credit conditions (Duca et al.,
20214, 2021b).

The current pattern of increasing property values appears unlikely to continue at the same high rate and
may not continue at all, with (as we shall see below) rents flat, interest rates close to zero, the possibility
that much investment is driven by a belief that recent gains will continue, and the ease with which this
and other beliefs and attitudes can change — including the foreign investor view that UK property
represents a ‘safe haven’, and the not-inevitable UK taste for homeownership over renting.

...and the price of housing

So house prices are high, but the reasons are not entirely clear and most likely reflect a mix of demand-
and supply-side factors. To return to the distinction made earlier, what about the price of housing
services? Let us set aside for the moment the question of whether it is ‘better’ in any sense to rent or to
buy, and thus whether difficulty buying is a problem in itself. Of primary interest is what is happening
to the affordability of having a roof over your head, regardless of whether you own that roof. As first
steps in answering this question, in Figures 4.2 and 4.3 | replicate some evidence from Mulheirn (2017a,
2018a). These figures can each be thought of as asking the question: is there any evidence of a shortage
of housing services?

Figure 4.2 shows how many more dwellings there are than households in the UK: nearly 1.5 million.*
While of course some dwellings are far more desirable than others, and both dwellings and households
vary in size and other attributes, this simplified comparison at least gives no indication of an overall
strain on housing supply. A steady increase in this surplus has occurred across the same timespan as
large house price increases.

Figure 4.3 shows how house prices, household incomes, and rents have all changed in real terms since
1996.% A crisis of housing supply should have seen private rents and house prices both grow similarly,

noting that ‘Corruption is rife in many of the countries that invest in the UK’ (Valentine, 2015: 23). The UK
government has promised “a register of the beneficial owners of overseas companies owning UK property’ (BEIS,
2018: 2), but this has not so far appeared. A House of Commons Library briefing paper (Wilson & Barton, 2017)
offers more information on foreign investment in UK residential property.

41 ‘Dwellings’ essentially means units of accommodation. ‘Households’ refers to either people living alone or a
group of people (not necessarily related) living at the same address who share cooking facilities and a living room
or dining area.

42 This series on rents on the same property over time should not be read as contradicting Figure 4.5 below, which
accounts for the fact that many properties have moved from owner-occupancy to the private rented sector, and
takes into account household incomes, thereby painting a fuller picture of affordability.
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but rents on the same property over time have only matched inflation, and in fact fallen relative to
median incomes.

Figure 4.2 UK housing surplus (dwellings minus households, millions).
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Source: Ministry of Housing, Communities & Local Government (MHCLG) Table 401 (households 1971, 1981, 1991), MHCLG Table
101 (dwellings 1971, 1980-2014), ONS (households 1996-2018, dwellings 2015-2018).

Figure 4.3 UK house prices, median household incomes, and private rents (1996=100), inflation-
adjusted.
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Source: HM Land Registry (UK House Price Index), ONS (Private rent derived series, UK: 1996-2015; Index of Private Housing
Rental Prices, UK; Effect of Taxes and Benefits on UK Household Income; CPI).
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There are important nuances to this overall picture. | have not taken into account the geographical
distribution of houses and households. There are undeniably areas with high demand and constrained
supply of housing services.*® Second, the affordability of housing can affect the rate of new household
formation. Households may contain adults who want to move out and form a new, separate household,
but cannot afford to do so — for instance a cohabiting couple with a young child living with one partner’s
parents.*

In sum, there is not obviously an overall shortage of housing services — but there has been a far greater
demand for housing as an asset than supply has been able to keep pace with. However this overall
picture doesn’t tell us much about the housing pressures facing young people, not to mention those on
low incomes. | now turn to these problems.

The housing trilemma for young people

So if rents at least have been stable and median incomes growing at least over the longer term, where
is the problem? Why is ‘a home with security of tenure ... either unaffordable or unavailable’ for many
young people, as | wrote above? This statement alludes to what is on offer from each of the three main
housing sectors: owner-occupancy, private renting, and social renting (i.e. housing provided at below-
market rents by local government or a housing association). Table 4.1 gives a stylised overview of the
situation facing large numbers of young people today, which can be characterised as a trilemma.

Table 4.1 The housing trilemma facing young people.

Available? Secure tenure? Affordable?
Owner-occupancy v 4 N
Private renting v o for some
Social renting o v v

Owner-occupancy, or homeownership, offers relative security of tenure. There are houses for sale, but
at a very high cost relative to most young people’s means. The Resolution Foundation recently
estimated that the age at which a typical first-time buyer has saved enough for a deposit rose from 22
for those born in 1974 to 33 for those born in 1985, and projected that this will rise further (Judge &
Leslie, 2021). The time it takes for a low to middle income household to save for a deposit has risen
from under five years through the 1980s and 90s to 20 years in 2016 (Corlett & Clarke, 2017). House
price to earnings ratios have shifted to a stably higher level than that observed for most of the 1970-
2000 period (Figure 4.4), and this must also be seen in the context of — as we saw in the previous chapter
—younger generations earning less relative to overall average earnings than older generations did at the
same age.

Whether homeownership is realistic is also highly — and increasingly — contingent on whether one’s
parents are homeowners. In the 1990s, 30-year-olds whose parents had some property wealth were just
over twice as likely to have become homeowners themselves as those whose parents did not; in the

43 However, at a regional level, only the East Midlands (marginally) saw a larger percentage increase in households
than in dwellings over the period from 2001 to 2017 (Mulheirn, 2018a).

4 There is a considerable (but, of course, debated) number of such ‘concealed’ households. Responses to the
2014-15 English Housing Survey imply 1.5 million households containing one or more adults who would like to
buy or rent their own home but cannot afford to (DCLG, 2016). However, it is tricky to measure concealed
households. Over a third of those 1.5 million represent non-dependent children aged 16-24. Most would (probably)
not consider it a ‘crisis’ situation to have teenagers or even twenty-somethings living with their parents while they
save some money — if there is a realistic prospect of finding somewhere within a reasonable time frame.
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2000s and 2010s this had strengthened to three times as likely, with only 8% of 30-year-olds whose
parents held no property wealth able to get themselves on the housing ladder (Wood & Clarke, 2018).

Figure 4.4 House price to gross annual earnings ratios (various).
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Sources: UK: Bank of England (A millennium of macroeconomic data), HM Land Registry (UK HPI). London & England & Wales: ONS
(House price to residence-based earnings ratios). HPI: House Price Index. The 'average' house price given by the UK HPI is based on
the geometric mean.

Figure 4.5 Percentage of family income spent on housing costs, by tenure.
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Private renting too is generally available, albeit unaffordable for many. The fact that rents do not appear
to have risen much since 1996 must be set aside the fact that they nonetheless consume a large portion
of many households’ incomes. Figure 4.5, kindly shared by Lindsay Judge of the Resolution
Foundation, suggests that while rents may indeed have been stable since the mid-1990s, the preceding
decade or so saw very large increases, at least as a proportion of family incomes. One can contend that
rents are stable, but stably high, at 35% or more of net household incomes on average each year from
2005 onwards. The large portion of household budgets going towards rent may be further contributing
to the suppressed demand cited as a cause of low productivity.

‘Affordability’ is a bit subjective, and measures of rent as a proportion of income do not necessarily
imply anything about how well households are coping financially. By way of rough guidance however,
‘affordable’ is equated with 33% of net household income by Shelter, 25% by the National Housing
Federation, and 30% by the Department of Housing in the US (Barr & Malik, 2016). Above this,
especially for families with lower incomes, cuts must be found to other basics such as food, heating,
and transport.

One manifestation of the strain exerted on families by high private rents is an increasing level of
overcrowding, as shown in Figure 4.6. Overcrowding among private-rented households has
approximately doubled over the past 25 years (and increased sharply too in the social sector). The
absolute percentage may appear low: 6.7% of private-rented households were overcrowded in 2019
according to the ‘bedroom standard’ measure used here (see p.75 for a definition). But it is important
to recognise that by modern standards this measure sets a very high bar for what counts as overcrowded,
and makes no reference to floor area or rooms other than bedrooms. For example, a household would
not be counted as overcrowded, no matter its floor area, if it consisted of two parents sharing one
bedroom and two brothers aged 12 and 16 sharing a second bedroom. This ‘bedroom standard’ measure
is the most reliable and comparable across time that we have, but the way to read this figure is to look
at the direction and size of the change over time, not the apparently low level of overcrowding.

Figure 4.6 Overcrowding, by tenure (% of households).
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Source: Ministry of Housing, Communities & Local Government (English Housing Survey Headline Report, 2019-20). Overcrowding is
defined according to the 'bedroom standard’, see the source report's glossary for details.
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It is also crucial to consider the experience of private renting, independent of its affordability. Among
other concerns, tenants are offered little security of tenure under the usual type of rental agreement, an
assured shorthold tenancy. Depending on the circumstances, they may be ordered to leave with two
months’ notice. More usually, these tenancies offer six or twelve months of tenure at a time. There is
no necessary reason for such short tenancies. As Muellbauer writes: ‘The average duration of rental
contracts [in the UK] is 2.5 years, though less in London. By contrast, the German contracts underpin
indefinite tenancies and the average duration of rental contracts is eleven years’ (2018: R24).

One might imagine such short-term agreements suiting the lifestyle of a dynamic single young worker,
but it must be borne in mind that private renting is the only option for increasing numbers of families
with children (or who want to have children), who are likely to value stability and the sense of belonging
to a community. In 1994, 6% of children lived in private rented accommodation. By 2017, this had risen
to 22% (Bailey, 2020).

A final downside to private renting — again particularly notable in the context of growing numbers of
children living in such accommodation — is the quality of the housing stock in this sector. The
government uses a summary measure of whether a home is ‘decent’ that takes into account issues such
as its safety, state of repair, and quality of basic facilities. On this measure, the private rented sector has
seen considerable progress since (at least) 2009. But it remains the case that nearly one-in-four
dwellings in the private rented sector do not meet this minimum standard — a far higher proportion than
the owner-occupied and social-rented sectors.

As for social renting, this sector tends to offer better security and affordable rents, but the stock of
socially rented housing has fallen substantially, as shown in Figure 4.8. Accordingly it is widely
unavailable to young people, and increasing numbers are instead paying market rents.

Figure 4.7 Dwellings classified ‘non-decent’, by tenure (%).
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Source: Ministry of Housing, Communities & Local Government (English Housing Survey Headline Report, 2019-20). A 'decent’ home
meets the statutory minimum standard for housing as set out in the Housing Health and Safety Rating System, is in a reasonable state
of repair, has reasonably modern facilities and services, and provides a reasonable degree of thermal comfort. For further details

see the source report's glossary.
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Figure 4.8 Housing tenure (% of households).
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Source: Ministry of Housing, Communities & Local Government Table FT1101 (S101) using various sources.

The impact on younger generations

What has this all meant for each generation? The unsurprising consequence of much higher house prices
is that younger generations are far less likely to have a foot on the housing ladder at a given age. Figure
4.9 shows the level of homeownership (with or without a mortgage) at each age according to year of
birth (grouped into five-year birth cohorts). At age 30, 40% of the ‘mid-Millennial’ generation (born
1986-1990) were owner-occupiers, compared with 64% for each of the Baby Boomer cohorts born
1951-1965.%

Figures 4.10 and 4.11 show the percentages of individuals living in the social rented and private rented
sectors respectively. This illustrates a profound change across the generations. In early adulthood, many
more Baby Boomers than Generation X or Millennials lived in the social rented sector. By contrast,
private renting is far more prevalent for Millennials than the two older generations. Of that mid-
Millennial 1986-1990 cohort, 11% lived in the social rented sector and 37% in the private rented sector
at age 30. The equivalent numbers for those born 1956-1960 are 19% and 7%.

What about those not included in the previous figures because they live with their parents? Figure 4.12
shows this percentage across the generations. There is again a pronounced change. There is a relatively
stable pattern of about 60% living in the parental home at age 20, falling to about 10% at age 30. But
younger generations appear to be leaving later, and possibly returning (or ‘boomeranging’) at higher
rates. 17% of those born 1951-1955 lived at home at age 25, rising to 35% of those born 1991-1995.

45 Judge and Leslie give a closely related estimate, in terms of the percentage of family units (which might include
single individuals, or couples with or without children) rather than individuals (and referring to the age and cohort
of the ‘head’ of the family unit): ‘55% of those born between 1956-1960 were homeowners by the age of 30 ...
compared to just 27% for those born 1981-1985” (2021: 5).
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Figure 4.9 Homeownership, by age and birth cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data.

Figure 4.10 Social renting, by age and birth cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data.
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Figure 4.11 Private renting, by age and birth cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data.

Figure 4.12 Living with parents, by age and birth cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data. Includes individuals living with parent(s)-in-law or with grandparent(s).
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Younger generations are thus less likely to own a home or be able to access social housing. They are
more likely to be living with their parents, and much more likely to be living in insecure and relatively
expensive private rented accommodation — increasingly, as we have seen, with their young children,
though they are having children at lower rates than previous generations.

What does this mean for households’ financial wellbeing? Figure 4.13 shows the percentage of family
income spent on housing costs by age and generation. Housing is taking a much larger slice of
household budgets for younger generations compared to older, particularly when we compare
Millennials and Generation X to Baby Boomers at around age 30. This is driven both by increasing
numbers renting privately, and by the long-term increase in private rents as a proportion of family
incomes shown above in Figure 4.5, exacerbated by the slow growth in young people’s earnings for
recent generations. As Figure 4.14 shows, private renting itself has become more expensive relative to
incomes, taking about a third of household income for Millennials in their 20s and Generation X in their
20s and 30s — compared with about a fifth for those Baby Boomers who lived in private rented
accommodation in their 20s.46

Figure 4.13 Percentage of family income spent on housing costs, by age and generation.
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Source: adapted from Corlett & Judge (2017) and kindly updated by Judge; Family Expenditure Survey (1970-1991) and Family
Resources Survey (1994/5-2018/9). Incomes and housing costs both include housing benefit.

46 Figures 4.5, 4.13, and 4.14 reproduce Figures 19, 20, and 24 from the Resolution Foundation’s Home Affront:
Housing across the generations (Corlett & Judge, 2017), kindly updated with the most recent data by Judge.
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Figure 4.14 Percentage of family income spent on housing costs (private renters only), by age and
generation.
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Source: adapted from Corlett & Judge (2017) and kindly updated by Judge; Family Expenditure Survey (1970-1991) and Family
Resources Survey (1994/5-2018/9). Incomes and housing costs both include housing benefit.

From housing to wealth: the impact on older generations

The fact that younger generations are increasingly living in the private rented sector has important
implications for the distribution of wealth across the generations. They are mostly paying this rent to
members of older generations (Bangham, 2019).*” This contrasts with the experience of those older
generations themselves, who effectively paid much of their housing expenditure at these ages to
themselves through owner-occupancy with a mortgage.*®

Many of this generation were also beneficiaries of Right to Buy legislation introduced in the 1980
Housing Act, which involved the selling off of local government housing to tenants at discounts of up
to 50% of market value (Muellbauer, 2018). 2.2 million units of social housing have been sold under

47 Moreover, state subsidy for housing services has been increasingly directed to private landlords through housing
benefit — paid to 20% of private tenants in 2019-2020 (MHCLG, 2020) — rather than to low-income tenants through
provision of social housing.

8 Theoretically, the costs of homeowning and renting (at market rates) are the same (Mulheirn, 2017b), at least
on average over time. Homeowners have costs that renters do not, including maintenance, depreciation, and
mortgage interest payments. Further, homeowners in fact pay rent just like renters, in the sense that by living in
their house, they lose the opportunity to rent it out and gain income from their asset. It follows that young renters
are not disadvantaged in their wealth accumulation by renting, since money they don’t have to spend on things
like maintenance and mortgage interest can instead be saved. If this sounds counterintuitive, it is because there is
indeed an important departure from reality involved: banks do not give young renters hundreds of thousands of
pounds to invest in any asset other than housing. At the same time, while private renters are free to diligently build
up their savings but might not manage to stick to it, mortgage-holders are essentially compelled to save, by
repaying their mortgage.
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Right to Buy and related schemes, mostly in the 1980s and early 2000s (DLUHC & MHCLG, 2022b).*
Over 40% of these properties are now being rented out privately, according to an investigation by Inside
Housing (Barker, 2017).

Figures 4.1 and 4.9 showing house price increases and homeownership rates together give an indication
of what housing trends have ultimately resulted in for the Baby Boomer generation: a very large
windfall (see Figure 5.1 below). Having bought houses in the 1970s, 80s, and 90s, those who made it
through the turbulence of various interest rate spikes saw substantial capital gains on those houses as
prices rose. According to Resolution Foundation modelling, 60% of the housing wealth held by the
typical first-time buyer born between 1951 and 1955 at the end of their mortgage term resulted from
such ‘passive’ gains, in contrast with a projected 36% for the 1986-1990 cohort (Judge & Leslie, 2021).

Investment in property

Fuelled in part by capital gains on their main homes, a substantial number of Baby Boomers have chosen
to invest in additional property. As Table 4.2 shows, 17.6% of those born between 1948 and 1967 either
own some form of property wealth in addition to their main home, or their partner does.>® This
‘additional property wealth’ (hereafter APW) mostly consists of buy-to-lets and second homes, held by
8% and 6.4% of this group respectively.

Table 4.2 Percentage of GB residents born 1948-1967 in households owning each type of additional
property wealth.

Buy-to-let 8.0%
Second home 6.4%
Other UK buildings / real estate 1.4%
UK land 1.4%
Overseas property 3.1%
Any of the above 17.6%

Source: ONS Wealth and Assets Survey 2016-2018. Includes individuals whose partner reports owning each asset.

Among other factors, this APW ownership has been incentivised by tax relief for landlords’ finance
costs and enabled by the introduction in 1996 of buy-to-let mortgages, often on an interest-only basis
(Bangham, 2019). Figure 4.15 shows how buy-to-let ownership in particular has surged in recent years.
The number of individuals who report owning a buy-to-let property increased from 1.2 million in 2008-
10 to 2.1 million in 2016-18.%*

Over the same period, the number owning a second home has also grown, from 1 million to 1.3 million.
This number is perhaps best sized up alongside those presented in Figure 4.2 above, which showed a
housing surplus of approximately 1.4 million dwellings. Deduct those second homes — albeit some may
be double-counted if two people jointly own a given property — and the market for housing services
appears much tighter.

49 Over the same period (1980-2021), 1.2 million dwellings have been built by housing associations and local
authorities (DLUHC & MHCLG, 2022a).

0T have used these birth years which don’t neatly align with the usual generational labels simply because the data
do not specify age to the year, only within a five-year range.

51 Whereas Table 4.2 gives the percentage of people who either own each type of property or their partner does,
Figure 4.15 counts the number of individuals who report owning each type of property themselves. Note however
that two individuals may jointly own a single property, so this is not necessarily a good indicator of the number
of, for instance, second homes in the UK. See pages 8-9 of Bangham (2019) for more information on the available
data on additional property wealth in the UK, including some in which properties rather than individuals are the
units of analysis.
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Figure 4.15 Number of GB residents holding each type of additional property wealth (millions).
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Source: ONS Wealth and Assets Survey. Adapted from Bangham (2019) and updated using the most recent available data.
Other UK: other buildings / real estate in UK.

Bangham (2019) discusses the characteristics of those with additional property wealth, and the
concentration of this wealth within that group (looking at data from 2014-2016). 17% of those born in
the 1950s live in a family that holds such wealth in one form or another. Holding age constant, 1960s
and 1970s cohorts are holding additional property wealth at higher rates and in higher amounts, but
those born in the 1980s are falling behind — though we only know how they have fared up to their 30s.
Looking beyond the age and birth year of additional property holders, ‘second home and buy-to-let
ownership is mainly a richer, wealthier phenomenon’ (2019: 14), heavily concentrated in the top income
and wealth quintiles.

Additional property wealth is also quite extensively dispersed across those who do hold it. Of the
individuals with buy-to-let wealth, 68% reported only owning one buy-to-let property. 10% reported
holding more than three. Second homes were more evenly distributed, with 89% of second home owners
having just one such property. While it may be encouraging in some respects that multiple property
ownership is spread across a large number of small-scale landlords, this carries a disadvantage for
tenants in the risk that their landlord has no specialisation or particular interest in being a landlord, and
if hit by a financial shock or change of preference may decide to end the tenancy at short notice and sell
the property. This further contributes to insecurity of tenure.

This section has offered a brief look at the extent of investment in housing beyond that which one uses
on an everyday basis. But there is a further, often overlooked, dimension to this trend. The logical
equivalent of buying housing you will not use is not selling housing you currently own but are not
using.5? Though the latter is not a straightforward concept to measure, Figure 4.16 shows rates of under-
occupation of housing again based on the ‘bedroom standard’ discussed above with reference to
overcrowding. Under-occupation is defined as having at least two bedrooms more than the number

52 This of course also applies to those who do not actively purchase houses in order to let them out, but let out
rather than sell houses they have acquired through inheritance.
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needed according to the bedroom standard. To better evaluate the numbers here, it is worth having a
definition of the bedroom standard (MHCLG, 2020: 50) to hand:

A separate bedroom is allowed for each married or cohabiting couple, any other person
aged 21 or over, each pair of adolescents aged 10-20 of the same seX, and each pair of
children under 10. Any unpaired person aged 10-20 is notionally paired, if possible,
with a child under 10 of the same sex, or, if that is not possible, he or she is counted as
requiring a separate bedroom, as is any unpaired child under 10.

So among the ‘under-occupied’ households will be some larger families in which two parents share a
room, each child has their own bedroom, and there are no unoccupied bedrooms — for instance if there
are four children comprising two teenage boys (who notionally could share a room) and a boy and a
girl under 10 (who also notionally could share a room). There will be more “‘under-occupied’ households
with just one truly ‘spare’ bedroom. And a considerable number of households will use such ‘spare’
bedrooms regularly if not constantly — for instance accommodating a carer or a child who normally
lives with the other parent. Still other households may have spare rooms in anticipation of new family
members. But even taking all these caveats into account, it is quite striking that the majority of owner-
occupied properties in England are under-occupied, a proportion that has grown steadily over the past
25 years.

Figure 4.16 Under-occupation, by tenure (% of households).
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Source: Ministry of Housing, Communities & Local Government (English Housing Survey Headline Report, 2019-20).
Under-occupation: 'two or more bedrooms more than the notional number needed according to the bedroom standard definition'; see
the source report's glossary for details.
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5. Wealth

Wealth and particularly property wealth are central to understanding how different generations are
faring in the UK today. For this reason | have already discussed wealth in the introduction and in the
previous chapter on housing. In this short section | focus on the limited comparison it is possible to
make between different cohorts at the same age, but | first briefly discuss property and pension wealth.

No data are available that would let us straightforwardly compare the overall wealth of each generation
at, say, age 30, in the way we have been able to do for unemployment or homeownership. However,
data on homeownership and pension enrolment give us strong indirect evidence. This is because
personal wealth in the UK is heavily concentrated in property and pension entitlements, as reflected in
Table 5.1 (Table 1.2 from the introduction).

Table 5.1 Total net wealth of British residents in 2014-16, by birth cohort and asset type.>

Born Age in Main Additional Pension  Financial Physical Total
2015 property property
(£ billions)

1991-1995 20-24 5 4 9 -1 60 77
1986-1990 25-29 38 15 37 15 64 168
1981-1985 30-34 102 34 121 25 94 376
1976-1980 35-39 204 36 199 48 92 579
1971-1975 40-44 287 49 343 76 114 871
1966-1970 45-49 391 81 581 116 124 1,293
1961-1965 50-54 459 90 837 159 125 1,670
1956-1960 55-59 482 97 1,022 216 119 1,937
1951-1955 60-64 495 95 969 229 124 1,912
1946-1950 65-69 547 105 842 255 131 1,880
1941-1945 70-74 403 100 439 272 99 1,312
1936-1940 75-79 284 18 227 121 69 718
-1935 80- 425 19 178 152 94 869
Total 4,122 744 5,803 1,684 1,308 13,661

Source: ONS Wealth and Assets Survey. Inflated to January 2020 prices. Additional property wealth refers to
land and property held in addition to the individual’s main residence. Pension wealth refers to private pension
wealth and is partly based on ONS estimation of the value of individuals’ pension entitlements. Financial wealth
refers to formal and informal financial assets, plus the value of certain assets held in the names of children, plus
the value of endowments purchased to repay mortgages, less the value of non-mortgage debt. Physical wealth
refers to household contents, collectibles and valuables, and vehicles. | have used the 2014-16 data rather than the
(latest available) 2016-18 data because age is available only in five-year bands and (reading 2015 for 2014-16)
this wave allows a neater correspondence to the birth years traditionally defining the generations.

We have already seen large generational differences in homeownership rates at the same age. Taken in
concert with the timing of house price increases, the result has been lower average property wealth for
younger cohorts, particularly the 1970s and 1980s cohorts relative to their predecessors. This is
illustrated in Figure 5.1, reproduced from Bangham et al. (2019).%

%3 This table is the same as Table 1.2. See also footnote 6 in the introduction.

5 Bangham et al. (2019) were able to make comparisons of property wealth over a longer time span than is
possible with total wealth by extrapolating Wealth and Assets Survey data from 2006-2016 back in time using
other, earlier survey data including information on individuals’ homeownership. See also D’Arcy & Gardiner
(2017).
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Figure 5.1 Mean family net property wealth per adult, by age and birth cohort (£ thousands, 2018-19
prices).
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Source: adapted from Bangham et al. (2019). The data span the period 1993-2017.

Bangham et al. (2019: 119) comment:

All cohorts born from 1960 onwards have less property wealth than their predecessors
10 years before them did at the same age. Members of the [1980s] millennial cohort
are pegged back furthest ... with 39 per cent less property wealth than those born 10
years before them had at age 30.

One might take issue with the interpretation that younger cohorts are falling behind. After all, the
average property wealth held by the 1980s cohort at 30 is actually greater than that held by the 1960s
cohort at the same age, and even similar to that held by the 1950s cohort at age 40. In that sense the
1980s cohort might appear to be doing fine even if behind those born only ten years earlier.

However that interpretation misses a key point: the explosion in housing wealth enjoyed by older
cohorts through largely passive gains is unlikely to repeat for younger ones. And crucially, even if house
prices do continue to rise at that rate — a situation that would probably need to involve long-term
negative interest rates — lower homeownership means fewer from younger generations will be in a
position to benefit. This is evident already in the greater steepness of the rightmost (i.e. most recent)
parts of the lines for the 1940s, 50s, and 60s cohorts compared with their younger counterparts.

What about the other main component of personal wealth: pensions?
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The loss of defined-benefit pensions

Figure 5.2 Defined-benefit pension participation rate, by age and birth cohort (% of employees).

60 -

40

30

Birth years

1950-59

20+ 1960-69
1970-79
1980-84

10- 1985-89

I I I I I I
25 30 35 40 45 50

Age

Source: adapted from Cribb (2019), Annual Survey of Hours and Earnings 1997-2018.

On the one hand, auto-enrolment into workplace pensions was mandated by the Pensions Act 2008 and
phased in over the past decade, leading to a swift increase in the proportion of employees with
workplace pensions — up from fewer than half in 2012 to 78% in April 2020 (ONS, 2021b). On the
other hand, workplace pensions are now overwhelmingly the defined-contribution variety, which tend
to involve considerably smaller employer contributions than defined-benefit schemes. In 2015, for
instance, 90% of employees on defined-benefit schemes received an employer contribution at or above
10% of their earnings, compared with just 13% of those on defined-contribution schemes (Cribb, 2019).
Comparing participation in any workplace pension scheme across the generations may then paint a
misleading picture. However, estimates from Cribb (2019), reproduced here as Figure 5.2, show how
participation in these more generous defined-benefit schemes has fallen substantially across cohorts.
Such schemes are now rare outside the public sector. Aged in their early 30s, around a quarter of
employees born in the 1980s were on a defined-benefit pension scheme, compared to about half of those
born in the 1960s.

In sum, the pensions story is rather similar to that for property. Fewer members of younger generations
hold the asset, and sharp increases in the value of that asset over the past couple of decades are unlikely
to continue to an extent that would allow younger cohorts to keep up.

Direct comparisons of wealth

Major generational differences in homeownership and membership of defined-benefit pension schemes

give strong reason to suspect that younger generations are be falling behind older in terms of their
overall wealth at a given age. But what can the actual data on wealth per se tell us?
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On some topics | have been able to draw on surveys which have run year after year over the course of
decades and used consistent measures. Unfortunately there is no equivalent data for wealth — no long-
running dataset accurately and representatively tracking levels of overall wealth held by people of
different ages over time. Research on individual wealth has typically been based on tax data on
investment income or estates at death, or on ‘Rich Lists’ (Alvaredo et al., 2016). All of these focus only
on the very richest individuals.

In 2006, however, the Wealth and Assets Survey began as an attempt to fill this gap, and it has now
been running for long enough that we can at least compare the wealth of adjacent birth cohorts at the
same age. That is, for instance, we can compare average wealth held at ages 31-34 for people born
1975-79 and 1980-84. And at ages 36-39 we can compare the 1975-79 cohort with the next oldest
cohort, those born 1970-74. By comparing adjacent birth cohorts in this way we can gain an accurate
picture of whether, for instance, there has been a trend of successive birth cohorts not matching the
wealth of those born slightly earlier.

It is important to stress the limited span of these comparisons — each five-year birth cohort is only
compared to its nearest neighbours. Nonetheless, Table 5.2 shows comparisons of median wealth across
adjacent birth cohorts at fixed ages. The pattern that emerges is of large cohort-on-cohort gains among
the oldest, but only stability for cohorts born from the late 1950s onward. For instance, at ages 66-69,
the median individual born 1945-49 held just over £100,000 (or 36%) more than their equivalent from
the 1940-44 cohort at the same ages. By contrast, no such progress was evident for any cohort from
1955-59 onwards. The small increases that appear in some cases fall within the estimates’ margin of
error (or in other words are not statistically significant).

Table 5.2 Cohort comparisons of median individual wealth at given ages (£ thousands).

Age Younger cohort Older cohort Change (%)

Born Sample Median Born Sample Median

size wealth size wealth

26-29 1985-89 1731 33 1980-84 3065 29 14 =
31-34 1980-84 2990 65 1975-79 4286 66 -3
36-39 1975-79 3320 111 1970-74 5325 109
41-44 1970-74 3613 161 1965-69 5198 155
46-49 1965-69 3191 192 1960-64 4297 184 4
51-54 1960-64 3338 224 1955-59 3985 225 -1
56-59 1955-59 3838 315 1950-54 5094 305 3
61-64 1950-54 4956 402 1945-49 6700 321 25  xx*
66-69 1945-49 6083 381 1940-44 6068 279 36
71-74 1940-44 4936 292 1935-39 5114 241 21 Fx*
76-79 1935-39 3695 257 1930-34 3969 229 12 xx=

Source: ONS Wealth and Assets Survey 2006-2018. Wealth inflated to January 2020 prices using the CPIH.
Individuals living in one- or two-adult households only. Asterisks indicate statistical significance of difference:
* p<0.05 ** p<0.01 *** p<0.001.

Table 5.2 tells us about the wealth of the median individual in each cohort — that is, the person with
more wealth than exactly half, or 50%, of those in the group they represent: someone with middling
wealth. However these patterns might be different when we compare the poorer or richer parts of each
cohort. Tables 5.3 and 5.4 show results for individuals at the 80" percentile (i.e. wealth greater than
80% of the group but less than the other 20%, making them relatively rich), and 20" percentile (i.e.
relatively poor) respectively. One important reason to not just look at the median is that among the
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relatively poor, a comparatively small amount of wealth may be the difference between having the
safety net to cope with an unexpected misfortune and falling into financial despair with its attendant
social ills.

Indeed there are differences depending on whether we compare the poorer, average, or richer within
each cohort: Table 5.3 shows that double-digit cohort-on-cohort percentage increases in wealth among
the rich did not end with the early 1950s cohort but rather continued for cohorts born up until the late
1960s. This could reflect ownership of additional property, where younger cohorts have kept up with
older (unlike main property ownership), but which is highly concentrated among the wealthiest within
each cohort (Bangham, 2019). Table 5.4 paints more of a mixed picture and broadly shows that even
among the ‘fortunate generations’, the relatively poor did not enjoy the substantial cohort-on-cohort
wealth gains evident at the median, with notable reversals in some cases.

Table 5.3 Cohort comparisons of 80" percentile individual wealth at given ages (£ thousands).

Age Younger cohort Older cohort Change (%)
Born  Sample P80 Born  Sample P80
size  wealth size  wealth

26-29 1985-89 1731 95 1980-84 3065 75 26 ***

31-34 1980-84 2990 154 1975-79 4286 145
36-39 1975-79 3320 249 1970-74 5325 242

41-44 1970-74 3613 364 1965-69 5198 339 7 *
46-49 1965-69 3191 475 1960-64 4297 422 12 **
51-54 1960-64 3338 591 1955-59 3985 535 10 **
56-59 1955-59 3838 786 1950-54 5094 680 16 ***
61-64 1950-54 4956 869 1945-49 6700 686 27 ***
66-69 1945-49 6083 804 1940-44 6068 591 36 ***
71-74 1940-44 4936 633 1935-39 5114 484 31
76-79 1935-39 3695 511 1930-34 3969 445 15 ***

Source: see Table 5.2. P80: 80™ percentile.

Table 5.4 Cohort comparisons of 20" percentile individual wealth at given ages (£ thousands).

Age Younger cohort Older cohort Change (%)

Born  Sample P20 Born  Sample P20

size  wealth size  wealth

26-29 1985-89 1731 9 1980-84 3065 8 12
31-34 1980-84 2990 15 1975-79 4286 18 -17
36-39 1975-79 3320 30 1970-74 5325 25 23 *
41-44 1970-74 3613 43 1965-69 5198 38 12
46-49 1965-69 3191 41 1960-64 4297 37 11
51-54 1960-64 3338 35 1955-59 3985 53 =35 FE*
56-59 1955-59 3838 79 1950-54 5094 96 -17 =
61-64 1950-54 4956 124 1945-49 6700 119 4
66-69 1945-49 6083 134 1940-44 6068 103 30 ***
71-74 1940-44 4936 106 1935-39 5114 97 9
76-79 1935-39 3695 91 1930-34 3969 81 11

Source: see Table 5.2. P20: 20" percentile.
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6. Summary and Conclusion

The Future is Bright’s aim in commissioning this report was to understand how opportunities and
outcomes in key areas of life have changed across the generations, with special attention to education,
employment, housing, and wealth. This is a broad and complex set of questions. Still, a number of
trends loom large. Perhaps largest-looming of all has been an ongoing asset price boom mainly
benefitting property-owning older generations, especially when considered alongside other important
headwinds for younger generations, not least a decade of stagnant earnings. This boom has put
homeownership and its attendant opportunity to build an asset base out of reach for many young people.
That is to say nothing of the Covid pandemic, which among other ills has disrupted the education and
early working life of so many young people, while also seeing house prices continue to soar.*®

Having looked back over half a century of change and its implications for different generations, | now
summarise those areas where progress has been made, and those where younger generations are facing
problems. The Future is Bright also aimed to draw attention to the ways in which economically well-
off members of older generations have benefitted from opportunities that have fallen in their favour
over their lifetimes — and help them reflect on how someone starting out from their position today might
not have the same things going their way. In light of this, I end with a number of suggestions individuals
might consider as steps towards approaching these issues and making a positive difference.

Where progress has been made
It is undeniable that in many ways a great deal of progress has been made over the past half-century.

Perhaps the greatest long-term improvement has been in the opportunities women have had in education
and in the workplace. Despite a persistent gender pay gap and persistent norms around women taking
on the bulk of domestic labour, women now go to university at higher rates than men, and their labour
force participation rate has grown from 56% to 76%. They are more likely than ever to work in high
skill occupations.

Higher education is no longer the preserve of a select few. At least by one measure, more than half of
young people will have the chance to enter higher education. Members of older generations sometimes
express sympathy for the fact that nowadays students pay tuition fees whereas university was free to
them. However the burden of student debt is often misunderstood and overstated. Unlike in the US,
student loan repayments essentially take the form of an additional income tax on graduates. While there
are some concerns about the adequacy of student loans for living costs, the bigger picture is that the
upfront cost of HE and the risk of ‘default’ on tuition fee loans are both borne by the taxpayer, granting
a huge opportunity to many young people.

Changes to the economy have meant that on the whole, far more people are doing more interesting and
better-paid work, not to mention enjoying higher material living standards. There has been extensive
occupational upgrading, and we have seen the emergence or growth of sectors in the economy in which
the UK is globally competitive, such as finance, pharmaceuticals, and the creative industries. Our higher
education sector, which attracts so many overseas students, could also be included in that list. | can also
mention another area of common concern which may be slightly overstated: though not comprehensive
in coverage, the data do not bear out a story of decreasing job security across the generations.

55 <Rather than declining, as in previous recessions, UK house prices are now close to 10 per cent higher than
when the pandemic began’ (Leslie & Shah, 2021: 33).
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While housing has not generally been a ‘good news’ story in this report, there have been positive
developments. The proportion of homes meeting the ‘decent’ standard has rapidly increased. Investment
and effort from private landlords has helped this happen. The increases in housing wealth accruing to
those now around retirement age also should not only be seen through a critical lens of intergenerational
equity — on the plus side this wealth will help ensure that many people can retire with peace of mind. It
is not so long ago that ‘pensioner’ was a byword for poverty.

Problems facing younger generations

As suggested earlier, in many of the more intangible but nonetheless important aspects of life, all we
can say is ‘different’ rather than conclusively ‘better’ or ‘worse’ when we compare the experience of
different generations. Nonetheless, this report identifies some crucial areas where progress across the
generations seems to be stagnating or going into reverse.

In terms of education and skills, there is a major methodological difficulty in comparing the quality of
education received by successive generations. Measuring this has not been a priority. This is not to
conclude that education has deteriorated across the generations — indeed that seems highly unlikely
given the growing professionalisation of teaching. But anyone who has scratched their head at seeing
headlines proclaiming the ‘best ever exam results’ seemingly every year knows we cannot rule out
grade inflation. And there is only sparse evidence from studies that have attempted to base comparisons
on a fixed standard. At the same time, however, it is possible to make valid cross-national comparisons,
and on these measures England scores poorly when it comes to the basic skills of those who have
recently completed their education.

Figure 6.1 Percentage of high skill jobs requiring a degree.
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Source: Skills and Employment Survey. Skill level based on the Standard Occupation Classification, with major groups 1-3 classified
as high skill. 'Requiring’ based on the survey question If they were applying today, what qualifications, if any, would someone need
need to get the type of job you have now?
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The expansion of higher education that has taken place also has major downsides. The economic returns
to many courses are low and there are growing concerns about falling standards. As long as higher
education grows without constraint, the process of educational expansion will draw in ever more people,
each new student that wouldn’t otherwise have entered increasingly doing so just in order to keep up.
Moreover recent trends and the incentive structure currently in place suggest that incremental new
student is likely to opt for a course of questionable value. It should not be ignored that this all adds to
public spending and that close to half of student debt is not expected to be repaid. Student loans are
forecast to increase UK public debt by 12% of GDP by 2040 (Bolton, 2021b). | do not make this
argument out of an antipathy to higher education — far from it — but it must be weighed against
alternatives. Higher education expansion has roared on alongside funding cuts to adult and vocational
training and public libraries, a decade-long pay squeeze on teachers, and spending on early years
education that is low by international standards, when there is much to suggest that this is the most
effective stage at which to concentrate funding.

While about half still do not go to university, educational expansion has nonetheless had life-changing
implications for them. Their non-graduate status today pre-emptively closes off many opportunities
which for previous generations might have been accessible to those with promise but without
credentials, or who could enter a firm at a junior level and work their way up. This is reflected in a near-
doubling between 1986 and 2017 of the proportion of ‘high skill” jobs which require a degree (Figure
6.1). Young non-graduates today do not have the same chances as their predecessors of securing
meaningful further training in the form of a vocational qualification or apprenticeship, a point made
repeatedly by official reviews of vocational and post-secondary education (Augar et al., 2019; Wolf,
2011). The situation as a whole can only be expected to result in greater-than-ever pressure on students
to do well in their academic exams, a trend reflected in the growing use of private tutors.

Figure 6.2 Median annual pre-tax earnings of those in paid work, by age and birth cohort (£
thousands, 2017-18 prices).
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Source: adapted from Cribb (2019).

Turning to employment and earnings, the fact that productivity and wages have been stagnant since the
financial crisis poses a major problem. A pattern of rising earnings across the generations has come to
a halt with the Millennials (Figure 6.2). Every generation since the Baby Boomers has faced high levels
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of youth unemployment. Younger cohorts are beginning their careers lower down the occupational
ladder and seeing slower career progression over their early working lives. Far more are in low skill
work at a given age and far fewer in medium skill work, reflecting a pattern of polarisation in the labour
market that has particularly affected younger generations and especially young men. Labour economists
reach the conclusion of a ‘generational contraction of job opportunities for men not in top occupations’
(Cristini et al., 2018: 201).

It is with respect to housing that the intergenerational contrast is most striking. We often talk of a
housing ‘ladder’ but for many Baby Boomers the more apt metaphor is that of a golden escalator (Figure
6.3); they bought first homes in the 1970, 80s, and early 90s, before house prices began a sharp and
sustained rise. Some economists argue both that this has been driven by falling interest rates — now very
close to zero —and that we are in an era of secular stagnation in which there is little prospect that interest
rates will rise to levels seen in previous decades. Aided by this (untaxed) windfall and other policy
inducements, a substantial minority of Baby Boomers now own multiple properties. While this is
generally seen as a safe investment for the individual, such investment does little to stimulate economic
growth, increases prices for would-be occupiers, and in the case of buy-to-let generally opens a channel
for a transfer of wealth from younger to older in place of enforced saving through mortgage repayments.
In the case of second homes the result is the under-occupation of housing in desirable locations with
constrained supply.

Figure 6.3 Mean family net property wealth per adult, by age and birth cohort (£ thousands, 2018-19
prices).
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Source: adapted from Bangham et al. (2019). The data span the period 1993-2017.

Millennials without access to parental wealth are largely priced out of buying a home; accordingly rates
of homeownership are far lower than for previous generations (Figure 6.4). At the same time, the stock
of below market rent social housing has declined — an amenity enjoyed by large numbers of Baby
Boomers as young adults. Younger generations are much more likely to continue to live with their
parents (the proportion doing so at age 25 has doubled) or to rent privately. A far higher portion of their
household income goes on housing costs than earlier generations’. This is especially true of private
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renters, a population now including more young families than ever before, not just single young
professionals or couples seeking flexibility. Though aspects of private renting have improved, tenants
still know that they may be evicted with two months’ notice, which is not conducive to putting down
roots in a community and having children, let alone providing them with a family environment
characterised by stability.

Figure 6.4 Homeownership, by age and birth cohort (%).
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Source: Family Expenditure Survey 1968-2001, Living Costs and Food Survey 2002-2020. Institute for Fiscal Studies Derived
Variables Dataset, updated with most recent data.

Research into the distribution of personal wealth has long been stymied by the difficulties of collecting
data that is both accurate and representative of the whole population (Alvaredo et al., 2016). Such data
have only been collected from 2006 onwards, meaning that the overlap in our observations of different
generations at the same age is minimal. Comparing five-year birth cohorts to those born five years
earlier at the same age, however, the pattern that emerges is of large cohort-on-cohort gains among the
oldest, but only stability among cohorts from the late 1950s onward. The data do not permit easy
comparisons between generations at the same age, and we would naturally expect wealth to be
concentrated among cohorts close to retirement age. Nonetheless, the degree to which wealth is
concentrated among the Baby Boomer generation is striking, and the extent of this wealth concentration
can be largely attributed to favourable and unlikely-to-be-repeated macroeconomic conditions — most
notably the effect of low interest rates on house prices and pension entitlements (Bangham et al., 2019).
With low homeownership among younger generations and the decline of defined-benefit pensions, it is
likely that younger generations have fallen or at least will fall quite dramatically behind in terms of
wealth over their working age lives.

There is one measure that didn’t quite seem to fit any of the main chapters. But in all likelihood it
matters a great deal. When we think of a young person with a life characterised by stability and the
opportunity to learn, explore, and develop, most of us probably think of a stable, two-parent family. But
this environment has been on the decline, as shown in Figure 6.5. There is every reason why a separation
may be the right decision in any particular case, but the trend below will be of concern to many, and in
part is probably indicative of a growing strain arising from many of the problems discussed in this
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report. For instance, though it is just a correlation and there are other factors at play, it is striking that
in the UK, couples who own their own homes have a 63% lower divorce rate (Boertien & Harkonen,
2018).

Figure 6.5 Percentage living with both parents from birth to age 16, by year of birth.
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Suggestions for action

I end this report with some suggestions of what members of older generations might be able to do to
help pass on opportunities to young people. Many charities and think tanks focus — quite rightly — on
informing and influencing policymakers.®® The Future is Bright believes that putting the case to
individuals and asking them to consider the role they can play is also a valuable strategy for change.

% For some detailed policy options relating to the main issues discussed in this report, see in particular the final
report of the Resolution Foundation Intergenerational Commission (2018), which contains, among other things,
detailed proposals for reforming the taxation of wealth. Also see Muellbauer (2018) — a must-read for anyone
interested in and/or puzzled by the UK housing market — which outlines a green land value tax and proposes
reform of the planning system. At the core of the planning reform is capturing the ‘planning gain’ — the increase
in land value arising purely from the granting of planning permission — for the public finances rather than allowing
it to form the core of housebuilders’ business model. This could fund social housing, incentivise the granting of
planning permission, and force housebuilders to compete on the quality of their builds rather than make their
money through land speculation. The green land value tax — based on taxing property annually rather than taxing
transactions — has many potential benefits (Muellbauer, 2021), including incentivising efficient (and energy
efficient) use of housing, stabilising the economy as a whole, reducing regional inequality (Duca et al., 2021b),
improving access for the young, and removing a barrier to labour mobility, in turn aiding economic growth. The
latter proposal is echoed in the recommendations of the OECD’s (2021a) recent report on housing policies. Note
that the proposal allows for payment to be deferred in certain circumstances, to cope with the issue of some
households being land-rich but cash-poor. Lastly, Rodrik & Stantcheva (2021) detail policy options for addressing
labour market polarisation and creating ‘good jobs’.
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These suggestions are informed by the findings above, but vary from the quite clear and concrete to the
speculative and exploratory. Even if none are palatable or suit readers’ circumstances, | hope the
evidence presented here will provoke thought and discussion about the directions in which our society
is heading.

Education and employment

e If you are in a position to influence an organisation’s recruitment policy, consider abolishing
any requirements for credentials such as a degree where there is no specific link between the
gualification and the competency required for the role. Early movers in this area will get the
first pick of a pool of able candidates previously overlooked by default. Some large and
respected organisations have already begun to recognise this.®’

e If you are in a senior position at a company, consider formalising an intergenerational agenda
analogous to many organisations’ sustainability or environmental impact agenda. In addition to
the point above, this could involve a greater emphasis on workplace training beyond statutory
minimums, offering work experience placements, committing to take on a certain proportion
of school-leavers, and measures to increase vertical mobility within the organisation, especially
of non-graduates with a strong record into management positions.

e If you have recently retired, consider making contact with a local school, further education
college, or youth charity such as Future First. There may be a role for you as an informal mentor.
Even something as simple as reviewing school leavers’ CVs or giving them practice job
interviews could be of immense value in young people’s lives.

o Consider (re)training as a tutor and offering free or subsidised lessons to students falling behind.

Housing

¢ If you own a home with multiple spare bedrooms, consider selling it to a young family. Under
the current system, housebuilding happens very slowly in this country. But it is not the only
way to increase housing supply. Freeing up under-occupied property is another way (Scanlon,
2014).

e Some might also consider an intergenerational homeshare arrangement, whereby young people
in need of affordable accommodation stay in a spare room and lend a hand around the house.
See the website of Homeshare UK for more information.

e If you own a second home, consider selling it to someone who wants it as a main residence.

o If you are a landlord, especially one with tenant(s) you know to be generally well-behaved and
reliable when it comes to paying the rent, consider offering them a rental agreement with a
much longer term, or selling to them.

o Consider writing to your MP and asking why the government has not yet implemented its stated
intention of a register of beneficial ownership for UK property (Shalchi & Mor, 2021). Under
the current situation whereby owners of UK property do not have to disclose their identity, it is
widely believed that an important portion of the demand driving up property prices comes from
illicit sources and ultimately flows from a great deal of crime and suffering.

5" The current norm for large organisations is to compete for graduates who have worked hard to prove they have
the qualities to succeed in education. But performance at degree level is likely to correlate strongly with
performance in secondary education. Companies that are willing to offer jobs to school-leavers — to make the offer
that ‘if you are heading to university only because that’s the norm if you want a well-paying job, then instead
come and work for us’ — would be taking a risk but at the same time would be among a small number picking
from a potentially large field of talented candidates. These employees would still have the opportunity to go to
university later if desired.
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Investment

If you are in a position to influence the direction of new investment, consider sectors that will
create stable, medium-skill jobs open to non-graduates. Many green industries such as
electrification of home heating and cooling, and home insulation seem like promising areas
(Griffith & Calisch, 2020). The products have many benefits, not least greater energy
independence for the UK, and the jobs are necessarily spread up and down the country. Besides
directly investing, property owners can of course support these industries by purchasing their
products to upgrade their properties.

If property is the main or only component of your investment portfolio, consider switching or
diversifying into more productive assets. Property is not the only ‘safe’ investment, if safety is
what you want. With little further for interest rates to fall, the current pattern of increasing
property values is surely unlikely to continue at the same high rate, and may not continue at all.
And consider that despite the huge increase in the value of UK property over the past 25 years,
global equities have had even better returns, according to Schroders (Lamont, 2021). Consult
your local chamber of commerce for opportunities that can help create good jobs in your area.
If you have invested in property specifically to buffer yourself against the risk of
catastrophically high care costs, consider whether this is still necessary in light of the
government’s recent announcement of proposed reforms to social care funding including the
introduction of a cap on how much individuals will pay towards their own social care costs.

The longer view
As well as thinking about the society you want your children and grandchildren to live in, take
the longer view. Reduce your consumption of resources we will only ever get to use once.

Taking fewer flights, buying fewer new things, and eating less (highly resource-intensive) red
meat are all quiet gifts to your descendants.
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