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Key points

· Understanding Society, the UK Household Longitudinal Study, is a world-leading survey of continuity and change in life in the UK, funded by the UKRI Economic and Social Research Council and supported by a number of government departments and devolved administrations. In April 2020, we began a regular new survey to look at the impact of Covid-19 on the UK population.

Economic impact

· The economic impact of Covid has been uneven and regressive. Those with precarious employment, under 30 and from minority ethnic groups faced the biggest labour market shocks. The declines in household earnings were most severe in the bottom pre-pandemic income quintiles.
· Using savings and borrowing from friends and family have been common ways to mitigate the economic effects of the pandemic – with borrowing money and transfers from family and friends most prevalent among those most in need.
· Government interventions supported the poorest working households the most, but when the Coronavirus Job Protection Scheme ends, those who are notionally employed but not working any hours will move into unemployment or need to adjust.
· A significant minority of existing Universal Credit (UC) and new UC households reported: not being up to date with household bills, rent or mortgage payments; being more likely to face a worsening than an improving level of personal debt; and finding it ‘quite’ or ‘very’ difficult to manage financially during the pandemic.
· Fully withdrawing the Universal Credit uplift in September 2021 will put claimants at risk of financial problems at a point when the economic recovery is only gathering pace.

Impact on specific groups

· Individuals who are young, low-paid, Black, in self-employment, have low education levels or live in large families have been disproportionately affected. They are more likely to have lost their jobs, not to be working any hours or to have had their pay cut.
· Lower earning groups were more than twice as likely to experience economic hardship relative to top quintile earners. Those earning less than £151 per week in February 2020 were three times more likely to be furloughed or have their hours cut by at least half than those earning more than £600 per week.
· Very few working class women could work from home. For some, such as domestic cleaners and non-essential shop workers, jobs were at risk and hours cut.
· People’s financial experiences differed by age. Those who were largely unaffected tended to be aged 60 or older, while those who sought help from self-employment support schemes and Universal Credit (UC), and those who faced multiple financial struggles, were slightly younger than other groups.
· People from Black, Asian and Minority Ethnic (BAME) backgrounds were twice as likely as White people to seek help from self-employment support schemes and UC.
· During the first lockdown in the UK, respondents with disability were particularly disadvantaged by the financial impact. They were more likely than their peers to be working reduced hours and to experience higher levels of financial stress.




Wealth inequality

· There have been large increases in wealth inequality. If there is a short recession, the impact on wealth inequality is likely to be of the same order of magnitude as after the 2008 recession.
· The predicted large increases in wealth inequality highlight the need to examine the distributional effects of policy. Very strong income growth or redistributive policy could prevent a large increase in inequality in the next few years.
· The pandemic exacerbates entrenched socio-economic inequalities. Single parents and workers from BAME groups have experienced the hardest economic shocks.
· During lockdown, people with disabilities were more likely than their peers to be working reduced hours and have higher levels of financial stress. The UN Secretary-General said the government response to Covid should be disability-inclusive.
· At first, men were slightly more likely than women to be furloughed and to experience earnings losses, but by late summer 2020, the gender differential in furlough rates had reversed. Women also provided more childcare on average.
· 16-25 year olds experienced worse labour market outcomes in terms of job loss, not working and earnings losses during and after lockdown, but the big hit to the self-employed during lockdown was felt across the age range.

Housing impact

· More renters than home owners were behind on housing costs payments in lockdown.
· Buying a home is strongly influenced by socio-economic status – children with parents who have property wealth are more likely to be homeowners themselves by the time they are 30.
· Government initiatives to help young adults buy property are likely to disproportionately benefit more advantaged social groups and increase inequality. A fairer way to improve young people’s residential conditions would be to improve the cost and quality of renting.
· Greater investment in social housing, more secure private tenancies, and reversing reductions in housing benefit support will be needed.
· During the pandemic, the non-eviction policy has given renters housing stability, and the provision of accommodation for homeless people also had a significant impact – demonstrating the power of policy to shape residential patterns and experiences.
· Housing-related factors may now be more important than labour market ones in residential decision-making, raising questions about choice and opportunity. Policy needs to address the question: who is not able to move to improve their circumstances?

1. Introduction

1.1. Understanding Society, the UK Household Longitudinal Study, is a world-leading longitudinal survey of continuity and change in UK life. From an initial sample of around 40,000 households, the same people are invited to participate in annual surveys. Together with its predecessor, the British Household Panel Survey, the data now span 28 years. Understanding Society is based at the Institute for Social and Economic Research at the University of Essex.

1.2. Understanding Society is primarily funded by the Economic and Social Research Council (ESRC), part of UK Research and Innovation, and has received funding from a number of government departments, devolved administrations and agencies. Anonymised data from the surveys are made available to registered researchers to use in their own research projects.

1.3 In April 2020, Understanding Society began a regular new survey to look at the impact of coronavirus on the UK population. 42,000 adult participants across the UK were invited to take part, and 17,450 participants completed the survey in the first Wave. Eight waves of data (April, May, June, July, September and November 2020, and Jan and Mar 2021) are now available.

1.4 The timely Covid-19 Survey data was provided alongside pre-crisis baseline data (2019) to enable researchers to measure the impact of the pandemic. 

1.5 The following evidence comes from research using Understanding Society data, and is particularly relevant to the Committee’s interest in: trends in income and wealth inequality; how to combat the inequalities exacerbated by the pandemic; the economic impact on disability, gender, and race inequality; trends in intergenerational inequality, and how the crisis has affected them.

[bookmark: _Hlk74059486]2. Trends in income and wealth inequality – uneven and regressive effects

2.1 The aggregate effects of Covid-19 mask considerable differences in how individuals are affected, because the impact on individuals was highly uneven, and people used different private and public support mechanisms to mitigate the effects.

2.2 Two months after the ‘stay at home’ policy was introduced in the UK at the end of March 2020, unemployment had barely increased, but almost 50% of the working-age population were not working positive hours.

2.3 Many were protected by the Coronavirus Job Retention Scheme which required them not to work, but 45% of individuals experienced at least a 10% decline in household earnings.

2.4 The impact of these economic shocks depends not just on the size of the direct shocks but also on the mechanisms households used to mitigate them. Using savings and additional borrowing were highly prevalent.

2.5 The use of additional borrowing was highest for those who had been hardest hit in the labour market: the lowest income quintiles, minority ethnic groups, and single parents. Borrowing from friends and family was particularly important for the most-affected groups.

2.6 This reliance on borrowing raises the question of whether this approach is sustainable, which will be important for these households in later waves, especially when the Coronavirus Job Protection Scheme ends and those who are notionally employed but not working any hours will move into unemployment or need to adjust.

2.7 Those with precarious employment, aged under 30 and from minority ethnic groups faced the biggest labour market shocks from the pandemic. Almost 50% of individuals have experienced declines in household earnings of at least 10%, but declines are most severe in the bottom pre-pandemic income quintiles. Methods of mitigation vary substantially across groups: borrowing and transfers from family and friends are most prevalent among those most in need.

2.8 Government interventions supported the poorest working households the most.

2.9 A significant minority of both existing Universal Credit (UC) and new UC households reported not being up to date with household bills throughout the pandemic. For existing UC claimants, this peaked at 46% in November 2020.

2.10 A significant minority of both existing UC and new UC households also reported not being up to date on housing payments, such as rent or mortgage payments, and existing UC claimants were more likely to face a worsening than an improving level of personal debt in the initial part of the pandemic. A significant minority of UC claimants reported finding it ‘quite’ or ‘very’ difficult to manage financially during the pandemic.

2.11 Even with the Government increasing financial support provided through Universal Credit in March 2020, many claimants have continued to face significant financial difficulties as the pandemic progressed, although there has been some evidence for improvement.

2.12 Fully withdrawing the Universal Credit uplift in September 2021 will put claimants at risk of financial problems at a point when the economic recovery is only gathering pace.

3. Trends in income and wealth inequality – what can previous recessions tell us?

3.1 The downturn caused by the pandemic has particularly affected vulnerable groups, as did three previous recessions – in the early 1980s, the early 1990s and after the global financial crisis in the 2000s – but this recession has distinctive features with some groups being hit especially hard.

[bookmark: _Hlk74127146]3.2 Individuals who are young, low-paid, Black, in self-employment, have low education levels or live in large families have been disproportionately affected. They are more likely to have lost their jobs, not to be working any hours or to have had their pay cut.

3.3 With the total number of hours worked in June at only 80% of the level in February 2020, the picture is bleak – the UK economy is on track to suffer its biggest unemployment shock since at least the 1980s recession.

3.4 Employees who were earning less than £151 per week in February 2020, were three times more likely to be furloughed or have their hours cut by at least half than those earning more than £600 per week (53.7% compared to 18%).

3.5 Those aged 18-24 who were still employed in June were almost 18% more likely than those aged 35-54 to have had their hours cut by at least half or to have been furloughed.

3.6 Individuals with only GCSE qualifications or equivalent are 17.1% more likely to have been furloughed or lost at least half of working hours compared with those with a degree.

4. Trends in income and wealth inequality – unequal exposure to Covid-induced hardship

[bookmark: _Hlk74127228]4.1 Lower earning groups were more than twice as likely to experience economic hardship relative to top quintile earners.

4.2 Among those who were employed before Covid, men had a higher probability of being furloughed or dismissed from work, as well as White people in middle-income jobs.

4.3 These gaps are to a large extent attributable to structural gender earnings inequalities within occupations, and the fact that women and racial-ethnic minorities are employed in essential occupations.

5. Trends in income and wealth inequality – effects on working class women

5.1 Lockdown brought a big increase in the numbers of people who were still employed but doing no work at all in their jobs.

5.2 Very few working class women could work from home after lockdown. Working class women and men were more likely to be furloughed than workers in middle class jobs.

5.3 For some working class women, e.g. domestic cleaners and non-essential shop workers, the pandemic puts jobs at risk and cuts hours.

5.4 Keyworking is highest among working class women. Female keyworkers are disproportionately working in customer- and patient-facing jobs, and are exposed to the mental and physical stresses of carrying out precarious and risky work.

5.5 More women than men, and slightly more working class than middle class women, were experiencing psychological distress.

6. Trends in income and wealth inequality – job and financial security and mental health
[bookmark: _Hlk74127465]
6.1 There were six distinct financial experiences of the pandemic: people whose finances were largely unaffected (‘undisrupted’); people whose finances improved (‘beneficiaries’); those who managed to cope with loss of income with little change to their lives (‘self-supporters’); people who used their savings to cover shortfalls (‘copers’); those who sought help from self-employment support schemes and Universal Credit to cover losses in income (‘help-seekers’); and people who faced multiple financial struggles who took advantage of many different types of non-work-based financial support (‘multi-strugglers’).

6.2 People’s financial experiences differed by age. People who were ‘undisrupted’ tended to be aged 60 or older and less reliant on work-based income, while ‘help-seekers’ and ‘multi-strugglers’ were slightly younger than other groups.

6.3 People from Black, Asian and Minority Ethnic backgrounds were twice as likely as White people to be ‘help-seekers’ who accessed new forms of financial help to cover their income losses.

6.4 ‘Multi-strugglers’ had the highest levels of mental distress before the pandemic began (39%). Following the onset of the pandemic in April 2020, this increased further to 54% before returning to pre-pandemic levels in January 2021.

6.5 ‘Help-seekers’ experienced the largest and most sustained increases in mental distress – 42% of people in this group reported being in poor mental health at the beginning of 2021, an increase from 29% before the crisis.

6.6 Around 14% of ‘multi-strugglers’ had a new mental health diagnosis between May 2020 and January 2021, significantly higher than the 4% of people who benefited financially during the pandemic.

7. Measures to combat inequality following Covid-19

7.1 There have been large increases in wealth inequality, with substantial reductions in wealth for households in the ‘intermediate’ and ‘routine’ socioeconomic groups.

7.2 If there is a short recession, the impact on wealth inequality is likely to be of the same order of magnitude as after the 2008 recession.

7.3 Factors such as very strong income growth or redistributive policy could prevent a large increase in inequality in the next few years. Also, a rise in tax revenue is expected to be required to finance the government deficits, resulting in reductions in household income that can have important inequality implications, depending on the policy chosen.

7.4 The predicted large increases in wealth inequality highlight the need to examine the distributional effects of policy in terms of wealth and income inequality, especially given their links with health inequality, which has already worsened as a result of the pandemic and the measures taken to contain it.

8. Economic impact on race inequality

[bookmark: _Hlk74127844]8.1 Single parents and workers from black, Asian and minority ethnic (BAME) groups have experienced the hardest economic shocks as a result of the Covid-19 crisis.

8.2 44% of non-BAME individuals whose working hours declined during the crisis were furloughed, while 7% found themselves unemployed. Only 31% of BAME workers who experienced a drop in working hours were furloughed, and more than 20% lost their jobs.

8.3 BAME household earnings fell from an average £441 a week to £404. Non-BAME groups saw their average weekly earnings fall from £547 to £503.

8.4 BAME migrants in the UK are more likely to experience job loss during the Covid-19 lockdown than UK-born white British. BAME natives are less likely to enjoy employment protection such as furloughing.

8.5 Although UK-born white British are more likely to reduce their work hours during the Covid-19 pandemic than BAME migrants, they are less likely to experience income loss and face increased financial hardship during the pandemic than BAME migrants.

8.6 The pandemic exacerbates entrenched socio-economic inequalities along intersecting ethnic and native-migrant lines.

8.7 Governments and policy makers need to put racial justice at the centre of policy developments in response to the pandemic.

9. Economic impact on disability inequality

9.1 During the first lockdown in the UK, respondents with disability were particularly disadvantaged by the financial impact. They were more likely than their peers to be working reduced hours and to experience higher levels of financial stress.

9.2 These differences were reduced, but not eliminated, when estimates were adjusted to take account of pre-lockdown financial status.

9.3 The UN Secretary-General António Guterres has stated the need for a disability-inclusive Covid-19 government response. The analysis suggests that these pleas have either not been heeded, or if measures have been implemented, they have so far been ineffectual.




10. Economic impact on gender inequality

10.1 At the start of the pandemic in the UK, men were slightly more likely than women to be furloughed and to experience earnings losses, but by late summer the gender differential in furlough rates had reversed.

10.2 Women also provided more childcare on average, although fathers became the primary childcare providers during the first lockdown in an important share of households.

10.3 In the medium term, we might observe a reversal of traditional gender roles in a sizeable share of UK households, in which fathers took the role of primary childcare providers during the first lockdown.

10.4 However, in other households, particularly where mothers are forced to stay at home again during later lockdown(s), while fathers can continue to work, traditional gender roles might be further entrenched.

11. Intergenerational inequality

11.1 Generation Covid (16-25 year olds) has experienced worse labour market outcomes in terms of job loss, not working and earnings losses during and after lockdown.

11.2 Those aged 16-25 were over twice as likely as older employees to have suffered job loss, with over one in ten losing their job, and just under six in ten seeing their earnings fall.

11.3 Labour market losses are more pronounced for women, the self-employed and those who grew up in a poor family.

11.4 There is tentative evidence that the youngest and oldest employees had been more like to move from being furloughed before June to being out of work in June. However, the big hit to the self-employed during lockdown was felt across the age range.

12. Housing and intergenerational inequality – trends
[bookmark: _Hlk74128749]
12.1 Children with parents who have property wealth are more likely to be homeowners themselves by the time they are 30, although overall homeownership has fallen.

12.2 Between 1991-2003, about 40% of people whose parents were homeowners had become homeowners themselves by the age of 30, compared to 19% of those whose parents were not homeowners.

12.3 By 2004-17, these figures had dropped to 25% of those whose parents were homeowners and 9% of those whose parents were not.

12.4 In many countries, young adults are finding it increasingly difficult to buy their first property because of a combination of factors such as high prices, debts (often due to the cost of higher education), delayed family formation, less welfare provision and difficulty in finding secure, well-paid work. Homeownership increasingly depends on having parents who are in a financial position to help.

12.5 Buying a home in early adulthood is more common in Britain than in Germany, but also more strongly influenced by socio-economic status. In Germany, it is common to rent for a lifetime and renting carries less stigma than in Britain.

12.6 British government initiatives to help young adults buy property are likely to disproportionately benefit more advantaged social groups and effectively increase inequality in the housing market and in wealth accumulation.

12.7 A fairer way to improve young people’s residential conditions would be to improve the cost and quality of renting, reducing the need to own property.

13. Housing and intergenerational inequality – during Covid

[bookmark: _Hlk74137365]13.1 More renters than home owners were behind on housing costs payments in lockdown, and young renters are more likely than not to lack sufficient desk space for everyone in the household. Renters’ wellbeing deteriorated by mid-lockdown, even after controlling for a range of characteristics.

13.2 Going into the pandemic, one in three households (32% or 7.6 million) in England had at least one major housing problem relating to overcrowding, affordability or poor-quality housing.

13.3 Fewer homes are classed as non-decent compared with 10 years ago, but overcrowding and affordability problems have increased in recent years.

13.4 The pandemic has highlighted the health implications of housing. Poor housing conditions such as overcrowding and high density are associated with greater spread of Covid-19, and people have had to spend more time in homes that are overcrowded, damp or unsafe.

13.5 The economic fallout from the pandemic may lead to an increase in evictions.

13.6 These housing problems have multiple causes: a focus on increasing supply to the detriment of other objectives; sustained reductions in housing benefits; and a private rented model which does not meet the needs of tenants.

13.7 A combination of greater investment in social housing, more secure private tenancies, and reversing reductions in housing benefit support – such as the cuts to Local Housing Allowance (LHA) – will be needed to improve the contribution of housing to health.

14. Impact of policy on housing
[bookmark: _Hlk75251127]
14.1 During the pandemic, there has been increased residential mobility (moving home) for home owners and students, and suppressed mobility of renters. The increased mobility of owners and decreased mobility of renters erased tenure differences.

14.2 This demonstrates the power of policy to shape residential patterns and experiences. For example, the relative stability of renters shows the potential for (non-eviction) policy to provide housing stability. The provision of accommodation for homeless people also had a significant impact.

14.3 Behaviour change during the crisis shows a desire to be close to family and friends. This could be an acceleration of a trend since 2010, with people preferring or needing to live closer to family/friends as informal support replaces some of the support that has conventionally been provided by the state.

14.4 This may mean that housing-related factors are now more important than labour market ones in residential decision-making, and it raises questions about choice and opportunity. Policy needs to address the question: who is not able to move to improve their circumstances?
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