Intergenerational Fairness Index 2016




The Intergenerational Foundation:

The Intergenerational Foundation (www.if.org.uk) is an independent, non-party-political charity that
researches fairness between the generations. While increasing longevity is to be welcomed, our changing
national demographic and expectations of entitlement are placing increasingly heavy burdens on younger
and future generations. From housing, health and education to employment, taxation, pensions, voting,
spending, transport and environmental degradation, younger generations are under increasing pressure to
maintain the intergenerational compact while losing out disproportionately to older, wealthier cohorts. IF
questions this status quo, calling instead for sustainable long-term policies that are fair to all - the old, the
young and those to come.

For further information on IF’s work please contact Liz Emerson:

Intergenerational Foundation,
19 Half Moon Lane,

London,

SE24 9]S

www.if.org.uk

info@if.org.uk

07971 228823

@inter_gen

This work is licensed under a
Creative Commons Attribution-ShareAlike 3.0 Unported License




Contents

Foreword
Executive Summary
Introduction
2016 IF Index - Overall Results
Methodology
2016 IF Index - Results by Indicator
1. Unemployment
2. Housing
3. Pensions
4. Government Debt
5. Democratic Participation
6. Health
7.Incomes
8. Environment
9. Education
Appendix 1 - Data sources

Appendix 2 - Full Index Data

Page:

10
13
13
14
16
18
19
21
22
23
25
28

30



Foreword

“Intergenerational inequity is the moral issue of our day.” So says Laurence J. Kotlikoff, Professor

of Economics at Boston University and the godfather of intergenerational accounting.

Now in its fifth year, the 2016 Intergenerational Fairness Index tells of the continuing decline in
young people’s prospects compared to other generations. Over the past five years little progress
has been made by policy-makers to even out the intergenerational inequities apparent in so many

areas of our society.

Because of high housing costs (renting or buying), precarious employment and declining wages,
and increasing student debt, young people are under pressure like never before. Poorer young
people especially have lost crucial state help, from maintenance grants that helped them to go to
university, to the withdrawal of welfare protections such as housing benefit or jobseeker’s

allowance after six months out of work.

We should all be ashamed. The social pillars of society are under threat. They are held up by a
social contract between the generations - one that helps us when we are born, sees us through
our education, helps us when we have children, or are ill, and helps us as we age until we die.

When one pillar is damaged or removed, the entire structure is at risk.

Our national obsession with housing has already destabilised the housing market. A move to
casualised, short-term contracts and/or zero hours work has locked many young people out of in-
work protections and benefits. A move to the marketisation of higher education has increased
young people’s tax rates to more than 40%, and our inability to grasp the nettle of ageing could
bankrupt younger and future generations. We must invest more in the future and spread the cost

of ageing more fairly across the generations.

Angus Hanton

IF Co-Founder



Executive Summary

The IF Intergenerational Fairness Index exists to measure quantatively the position of young
adults in the UK in relation to a range of important socio-economic areas which help to determine
their chances in life.

The 2016 edition of the IF Index reveals that the position of young people has worsened
significantly since the Index’s starting point in the year 2000. A rise in the Index score indicates
that young people’s position has been getting worse, and the Index has risen from 100 in the year
2000 to 128in 2016.

The following table reveals how much each content area within the Index has worsened both
since 2000 and over the past year (red indicators have deteriorated; green indicators have
improved):

Content Area 2000-16 Change 2015-16 Change
. Unemployment -0.6%

. Housing -3.0%

. Pensions

. Government Debt

. Democracy

. Health

.Income

. Environmental Impact
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Since 2000, areas which have become much worse for young people have included Housing,
Government Debt (which has more than doubled), Pensions and Unemployment.

Since 2000, the only areas which have improved for young people have been Environmental
Impact and Education.

Since 2015, young people’s position has stagnated. Although the overall Index score hasn’t
become any worse over the last 12 months, it remains stuck at a relatively high level as a result of
the damage done during the recession.

Since 2015, four of the individual content areas have got worse (the last two are especially
concerning because they were the only two content areas which had improved significantly since
2000):

* Pensions - The cost of paying for today’s state pension per UK worker rose by 1.4% in the
last twelve months to £2,846, while the cost of public sector occupational pension liabilities
rose by 12% to nearly £44,000 per worker. The rise in the number of young people who are
saving towards pensions now under auto-enrolment offsets these other two indicators to a
small extent, but overall this content area has deteriorated.



Health - The Health content area has declined because the ratio of NHS hospital services
which are used by the over-60s compared to the working-age population has risen to 1.15,
which in the context of NHS resource constraints is likely to result in cutbacks to young
people’s health services.

Environmental Impact - Although the Environment content area has improved significantly
since the beginning of the Index period in 2000, some of that progress was reversed in the last
twelve months because of a small increase in the UK’s total greenhouse gas emissions from
541 Mt CO2 eq. to 545 Mt CO2 eq.

Education - The Education content area has declined slightly over the past 12 months
because of a fall in the number of pupils receiving 5 good GCSEs compared to last year.

Since 2015, there have also been small improvements in three of the content areas (although as

these were three of the areas which worsened the most during 2000-15, it would take more than
this to reverse the long-term negative trends):

Unemployment - Although youth unemployment is still almost 3 times higher than general
unemployment, the ratio between them decreased slightly over the past 12 months from 2.77
to 2.75. However, youth unemployment is still higher than it was before the beginning of the
recession in 2008.

Housing - The Housing content area improved slightly because of a 12% increase in new
housebuilding over the past 12 months. However, housebuilding remains significantly below
its pre-recession level (nearly 171,000 new homes were completed in 2007, compared with
under 140,000 last year), and the other housing indicator shows that housing costs are still
rising.

Government Debt - The Government Debt indicator has improved slightly in the past twelve
months even though the size of the total government debt has carried on rising, from £1.55
trillion to over £1.6 trillion. However, this indicator measures debt per person in the UK
workforce, so the increase in the number of employed people meant that per capita national
debt fell.



Introduction

Today’s policy decisions affect younger and future generations. The IF Intergenerational Fairness
Index, which was launched in 2012, has been the first attempt to systematically measure the
impact that government policies have on younger and future generations on a year-by-year basis.

For the fifth edition of the Index, IF has significantly improved the methodology in ways which
enable us to paint a much more detailed picture of young people’s position in contemporary
Britain. This edition builds on the work of the four previous iterations of the Index, which
demonstrated conclusively that intergenerational fairness has been getting worse in Britain since
the beginning of the 21st century.

The rising level of intergenerational unfairness should matter to everyone. Commentators often
focus only on simple measures of inequality between rich and poor, which miss the important
inequalities between generations in modern society over issues such as housing, employment and
pensions. Class-based analysis also fails to take account of the important ways in which the
policies of today’s governments will affect future generations who come after them, who bear
legacies such as the national debt and the damage done to the environment. This Index is
intended to bring the inequalities between different generations into sharp relief, in order to
facilitate a national debate about intergenerational fairness.

Policy-makers need to take account of intergenerational fairness, as growing unfairness between
the generations runs the risk that the young will no longer feel inclined to support a social
contract that seems to benefit older people at their expense. Already concern is mounting about
growing political disillusionment among the young, which is why the gap in democratic
participation between the generations is one of the things the Index sets out to measure.

A rising Index puts the social contract between the generations at risk.



2016 IF Index - Overall Results

The methodological changes to the 2016 edition of the IF Index which were outlined in the
previous section have had a significant impact on the the calculation of the overall Index. This is
clearly demonstrated by Fig.1, where there is a substantial divergence between the Index score
for last year under the new methodology (128.06) compared to the old one (which was 135.99).

This does not necessarily indicate that the situation has improved for young people in the UK.
Instead, it demonstrates that taking a more comprehensive view of the issues affecting young
people, which is what the new methodology achieves, suggests that the picture was not quite so
bleak in 1990. However, there are some important facts to consider when interpreting these
results:

Firstly, although the new methodology suggests things are better for young people than appeared
to be the case under the old methodology, it also suggests that their position has deteriorated
much more sharply during the period covered by the IF Index. Under the old methodology, the
overall Index score rose by 49.27 points between 1990 and 2015, whereas under the new
methodology the difference was 63.96 points. This suggests that things were actually significantly
better for young people during the early 1990s than suggested by the old methodology. The
reasons behind this will be explained by looking at individual indicators in the next section.

Secondly, it is important to recognise that the new methodology is still very similar to the old one:
they both produce an Index which follows an almost identical path for most of the period covered,
especially between 1998 and 2011. They were also affected to a similar extent by the 2008
recession. This shows that the methodological changes have been more of an evolution than a
revolution in how the Index works.

Thirdly, it is interesting to note that under both methodologies, the Index has registered very
little change during recent years; its score has remained practically constant at between 128 and
129 since 2013. While there has been a very small deterioration in young peoples’ position over
that time, and it is still much worse than it was at the beginning of the Index period, this suggests
it has at least stopped getting much worse since the end of the recession.

Fig.2 shows how the scores for each of the individual indicators changed between 2000 and 2016
(using the new methodology). Clearly, there is enormous variation in how they have behaved. The
worst indicator has been the level of UK government debt, which has more than doubled in size
since 2000, particularly following the 2008 financial crisis. The housing indicator has also
worsened by 50% over this period, reflecting the significantly higher housing costs which young
people face.

Unfortunately, only two of the indicators have improved since 2000: environmental impact and
education. The performance of these indicators reflects the priority which successive
governments have placed on both raising school standards through spending more money per
pupil and increasing access to higher education; and lowering Britain’s greenhouse gas emissions
through encouraging a shift towards renewable energy. However, given the likelihood of further
constraints on public spending over the coming years, it remains to be seen to what extent this
progress will be be maintained.
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Fig.1 Overall results of IF Index
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Methodology

The IF Index is an expression of how fairness across the generations is changing over time. This is
measured using a set of 17 statistical indicators which cover 9 policy domains that will affect the
quality of life for younger and future generations, such as housing affordability, education and our
impact on the environment. The index scores for these 17 indicators are then simply averaged to
produce a single value which can tell us whether intergenerational fairness has become better or

waorse.

The Index is constructed so that an increase in the Index score always indicates that
intergenerational fairness is deteriorating, while a decrease indicates that the situation has
improved. The following table sets out the individual domains and indicators which have been
used to construct the 2016 Intergenerational Fairness Index:

Content Area

Indicator

1. Unemployment

a. Unemployment among younger people compared to UK average.

a. House price affordability compared to income levels of young
people.

2. Housing b. Numbers of houses built as a proportion of number of
households.
a. Cost of state pension payments per person in the UK workforce.
b. Cost of unfunded public sector occupational pensions per person
3. Pensions

in the UK workforce.

c. Proportion of young people who are not contributing to a
pension scheme.

4. Government Debt

a. Public sector debt per person in the UK workforce.

5. Democratic Participation

a. Young people’s trust in politics.

b. Participation in voting in General Elections by younger people.

6. Health

a. The ratio of health service usage by the population aged 60+ to
the population aged 14-59.

7. Income

a. Comparison of the income levels of young people to the UK
average.

8. Environmental Impact

a. UK greenhouse gas emissions.

b. UK air quality

9, Education

a. Expenditure on primary and secondary education per pupil.

b. Expenditure on higher education per student.

c. Percentage of school leavers of any age achieving 5 or more A*-C
equivalent pass grades.

d. Percentage of young people who participate in higher education.

All 17 of these indicators have been selected because they provide a useful measure of either a)
the quality of life of the current younger generation and their position in relation to the rest of
society (e.g. unemployment) or b) the legacy which is being left to future generations (e.g.
environmental impact). From a practical perspective, they all needed to be measurable using a




publicly available data series which extends back to at least 2000, the IF Index’s base year
(although many of them actually go back further than this) which is being annually updated.

The IF Index is structured such that if the Index figure rises, it demonstrates that
intergenerational fairness is declining and if it falls it suggests that the position of young people is
improving. In all of the component measures, with the exception of Education (all 4 indicators)
and Housing (Measure C - Levels of House building), an increase in the level of the component
data represents a decline in intergenerational fairness. In creating the Index value for these latter
measures, therefore, an adjustment has been made to ensure that the rise in this component data
serves to reduce rather than increase intergenerational unfairness.

[t is important to point out that most of these datasets define “the young” in different ways; for
example, the youngest age group included in some is 16-24 year-olds, while for others it is 22-29
year olds, so discretion was used to select the most appropriate one for each individual indicator.
[t was also crucial to ensure that the Index provides an accurate comparison of change over time.
Therefore, for the indicators which measure expenditure, the impact of inflation has been
removed using a GDP deflator. Indicators which are affected by population growth have also been
calculated on a per capita basis to provide a realistic comparison across time. More specific
information about each of the indicators (including all data sources) is outlined in subsequent
chapters of this report.

Changes since 2015

IF has a policy of reviewing the methodology behind the IF Index each year in order to see
whether it could be improved to provide a more comprehensive picture of intergenerational
unfairness. Consequently, a number of changes have been made to the 2016 edition of the Index
which involved either replacing an indicator with a new one which was thought to measure the
same phenomenon more effectively, or changing the data source for an indicator because the data
source which had been used previously was no longer available. The table overleaf shows which
indicators have been changed from the ones used in last year’s edition of the Index.

More information of each of these indicators is included in the second section of this report,
which provides a detailed analysis of how they have changed over time. Clearly the significant
methodological adjustments which have been made since last year’s edition mean that the Index
has undergone a great deal of change. Therefore all of these changes have been backdated to the
Index base year — and the Index recalculated - in order to ensure that it provides a fair
comparison across time. More information about the impact this has had on the Index as a whole
is provided in the next section.
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Content Area

2015 Indicators (17)

2016 Indicators (17)

1. Unemployment

a. Unemployment among younger people
compared to UK average.

Same.

2. Housing

a. House price affordability compared to income
levels of young people.

Same.

b. Housing costs as a % of disposable income.

Removed - Dataset no longer being updated.

c. Numbers of houses built as a proportion of
number of households.

Changed - Data now covers the whole UK
instead of just England and Wales.

3. Pensions

a. Cost of state pension payments per person in
the UK workforce.

Same.

b. Cost of unfunded public sector occupational
pensions per person in the UK workforce.

Same.

c. Proportion of young workers who aren’t
contributing to a pension scheme.

New Indicator - Added to reflect the
importance of pension saving to young
peoples’ long-term quality of life.

4.  Government
Debt

a. Public sector debt per person in the UK
workforce.

Changed - Data source changed to a more
comprehensive ONS measure of public sector
net debt.

5. Democratic

a. Average age of Councillors in England & Wales.

Changed - Replaced with a measure of young
peoples’ truat in politics because this dataset
was no longer being regularly updated.

Participation . L. .
b. Participation in voting in General Elections by Same.
younger people.
Changed - Replaced with a measure of the
6. Health a. Under 60s usage of selected health services. ratio of the usage of NHS health service by

over-60s to the population aged 14 to 59.

7. Incomes

a. Comparison of the income levels of young
people to the UK average.

Same.

8. Environmental
Impact

a. UK greenhouse gas emissions.

Same.

b. Levels of CO, in the atmosphere.

Changed - Replaced with a measure of UK air
quality, which better reflects the impact
pollution has on young people.

9. Education

a. Spend on education as a proportion of GDP.

Changed - Replaced with real terms cash
spending on education per pupil.

b. Cost of HE to graduates based on upfront
tuition fees and repayments by loans borrowers.

Changed - Replaced with real terms cash
spending on higher education per student.

¢. % of school leavers of any age achieving 5 or
more A*-C equivalent pass grades.

Same.

d. % of young people (17-30) who have had at
least 6 months HE experience.

Same.

12




2016 IF Index - Results by indicator

This section expands on the information provided in Fig.2 by giving a breakdown of how the
results varied across each of the 9 content areas which make up the 2016 IF Index. Information is
provided on the overall trend for each content area as a whole, and also the trends for each of the
individual indicators which are averaged to produce the score for the relevant content area
(please see Appendix 1 for full data sources):

1. Unemployment

Overall Trend: The unemployment indicator rose dramatically between 1990 and 2016, from
65.43 to 127.98. However, there was a very small improvement between 2015 and 2016, as it fell
from 128.71 to 127.98.

a. Ratio of UK youth unemployment to population average

3.0
2.5
2.0
1.5
1.0
0.5

0.0
(R (o0 (of® (o (I (0P (00 (o (I o (O P R D AV W ©

Fig.3 Ratio of UK youth unemployment to general unemployment, 1984-2016

The unemployment indicator compares the ratio of under-25s who are unemployed in the UK to
the level of general unemployment across the population as a whole. This is an important
comparison to highlight because youth unemployment is generally higher than overall adult
unemployment, as young people often have fewer skills and less experience when they compete
against older candidates for jobs.

Worryingly, this indicator has become significantly worse since the data series began in 1984;
whereas there were fewer than 1.5 unemployed under-25 for each unemployed person in the
early 1990s, now there are 2.8. Since the 2008 recession in particular, the gap between youth
unemployment and general unemployment has grown considerably; whereas general
unemployment went only slightly above 8% even in the depths of the UK’s economic downturn in
2011, youth unemployment reached a peak of 21% in the same year and has fallen more slowly
subsequently.

Since last year’s Index the ratio has improved slightly, but only by 0.6%, and even though general
unemployment has reached an extremely low level of 5.3%, the level of youth unemployment
remains relatively high at 14.6%, which strongly suggests that there are many hard-to-reach
young people who are not sharing in the jobs boom that the rest of the population is enjoying

13



2. Housing

Overall Trend: Housing is one of the content areas where the picture for young people has
worsened the most during the period covered by the Index. Since the data series began in 1997,
the housing index score has risen from 95.03 to arrive at 149.59 in 2016. However, this content
area has actually been witnessing slight improvements since 2013, a trend which continued in the
past year as its index score fell from 154.16 to 149.59.

a. Ratio of median house prices to young peoples' incomes
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Fig.4 Ratio of median house prices to median incomes of workers aged 22-29, 2000-16

The first housing indicator looks at the ratio of median house prices in the UK to the median
incomes of workers aged 22-29. It demonstrates that housing affordability has been steadily
declining since the turn of the millennium, as the median house price has risen from being 6 times
the typical young worker’s income to over 10 times. Although there was a small improvement in
housing affordability following the 2008 recession, the result from last year indicates that this has
now been almost completely cancelled out, and unaffordability is once again increasing.

c. Ratio of new homes to number of households in England
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Fig.5 Ratio of new housing units to the number of existing households in England, 1997-2016



The second housing indicator (see above) (referred to as c. because the former indicator b. has
been removed from this year’s Index) looks at housing supply by measuring the ratio of new
homes which were completed in a given year to the total number of households in England, as
housing output is both essential to young peoples’ chance of owning a home and also represents
one of the most long-lasting forms of investment which the present generation will make in the
country’s physical capital.

What this indicator shows is that housing supply was actually steadily improving until the 2008
recession (although still without reaching a sufficient level to prevent growth in house prices),
after which it fell dramatically to a low level from which it is still struggling to recover. However,
the fact that a gradual recovery has been underway since 2013 means that the Index score for this
indicator has been improving, and in the past year the ratio rose by a further 11%.
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3. Pensions

Overall Trend: The index score for Pensions has increased significantly since 2000, and is
currently second-highest out of the 9 content areas in the overall IF Index. Since the beginning of
the Pensions time series in 1992, its score has risen from 33.49 to reach its current level of
161.64. This represents an increase of 3.6% since last year’s publication.

a. State pension expenditure per person in the UK workforce
(£, real terms)
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Fig.6 State pension expenditure per person in the UK workforce, 1985-2016 (£, real terms)

The first pensions indicator measures the cost of the state pension per UK worker; this effectively
mirrors the old-age dependency ratio, as it reflects how much people of working-age are paying
to support the retired population. This cost has risen by 73% in real terms since the beginning of
the time series in 1985, from £1,649 to £2,846, as the share of the UK’s population which is above
state pension age has grown (despite increases in the state pension age) because of rising
longevity, while the state pension itself has become more generous in real terms as politicians
have prioritized boosting pensioners’ incomes.

b. UK public sector occupational pensions' unfunded liabilities per
person in workforce (£)
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Fig.7 UK public sector occupational pension schemes’ unfunded liabilities per person in the UK
workforce, 1992-2016 (£)



The second pensions indicator measures the cost of unfunded public sector pension liabilities per
UK worker in real terms. Pensions for retired civil servants, NHS staff, teachers, police and other
public sector workers all operate on an unfunded “pay as you go” basis whereby they are paid for
out of current spending rather than by accumulating in an investment fund which could pay them.
Therefore, the promises to pay these pensions (which cannot legally be reneged upon) represent
one of the largest unfunded liabilities which we are passing on to the next generation to meet. The
vast majority of these pensions are defined benefit (either final salary or career average), so they
are likely to be significantly more generous than the pensions of the next generation of private
sector workers who will have to pay for them, as defined benefit pensions have virtually
disappeared within the private sector.

Despite the government’s attempts to restrain the cost of public sector pensions since 2010, this
indicator has risen dramatically over the course of the time series, from £10,951 per person in
1992 to £43,875 today. These changes have largely been due to trends such as rising longevity,
increases in the size of the public sector workforce and public sector wages during the 2000s, and
changes in the discount rate which is used to value these liabilities in present-day terms. This
indicator has risen by over 12% since last year’s Index, continuing its upward trend.

c. Proportion of 21-29 year olds not contributing to a pension scheme
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Fig.8 Proportion of 21-29 year-olds who are not contributing to a pension scheme, 1998-2016

The third pensions indicator (which has been included for the first time in the 2016 Index)
measures how many young people are not contributing to some kind of pension scheme (the
indicator is structured like this so that an increase would mean that young peoples’ position is
deteriorating, in accordance with the rest of the Index). As mentioned above, most private sector
businesses have significantly retrenched on pension provision for their workers because of the
rising cost of defined benefit schemes; this explains why the proportion of young people not
saving towards a pension rose from its already high level of 52.6% at the beginning of this time
series in 1998 to a peak of almost 70% in 2013. However, it has fallen dramatically since then
because of the new auto-enrolment legislation, which places a legal duty upon employers to opt-
in their staff to some kind of occupational pension scheme, and now only 39% of young workers
have no pension provision. While this policy has been very successful - and the score for this
indicator has fallen as a result - it is worth mentioning that concerns have been raised about
whether young people who are new to pension saving will be able to contribute enough to build
up an adequate fund to support them in their old age.

17
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4, Government Debt

Overall Trend: As shown in Fig.2, government debt has been the content area which has
contributed the most towards the increase in the overall Index, as its total score has more than
doubled from 95.39 at the beginning of the time series in 1994 to 202.27. However, there has
been a small improvement of 1.6% over the past year, but this is entirely down to the growth in
the number of workers rather than any fall in the level of debt itself, which has actually carried on
rising.

a. Government debt per UK worker (£, real terms)
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Fig.9 Level of UK public sector net debt (excluding banks) per worker, 1994-2016 (£, real terms)

The UK’s national debt has been of increasing political significance over recent years, after it rose
dramatically during the post-2008 recession. In real terms, it has risen by over two-and-a-half
times since the beginning of the data series in 1994, reaching an all-time high of £1.605 trillion
last year. The level of government debt is important in intergenerational terms because it
represents an economic cost which future generations will need to pay off; in countries where the
national debt has become exceptionally high, such as Greece or Japan, it has been associated with
stagnations in prosperity and living standards which have harmed young people
disproportionately. Looking at the debt on a per worker basis provides a more meaningful
indication of its scale in relation to the UK’s capacity to pay it off than can be achieved simply by
looking at the size of the debt burden in absolute terms.

Since 2010, successive UK governments have made reducing the UK’s national debt one of their
main priorities, yet it has carried on growing. As mentioned above, although there has been a
small improvement seen in this indicator since last year, this is entirely due to the increase in the
size of the UK’s workforce, which reduced the debt per capita from £52,235 to £51,297. However,
this indicator remains dramatically above its pre-crisis trough of £20,709 from 2002, a level
which there seems to be little prospect of it returning to in the near future.



5. Democratic Participation

Overall Trend: The Democratic Participation content area has fluctuated quite significantly
compared to many of the other components of the 2016 IF Index, which partly reflects the
irregular and often unpredictable nature of elections and other political events. However, young
peoples’ democratic participation has been in decline overall, its Index score having risen from
80.94 at the beginning of the time series in 1990 to 118.02 in 2016. This result is exactly the same
as it was for the 2015 Index (under the new methodology) because neither of the indicators have
been updated in the past year.

a. Percentage of 18-34 year-olds who say they "almost never" trust
politicians to put the national intereest above party-political interests
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Fig.10 Percentage of young adults who say they “almost never” trust politicians to put the national
interest above their party’s interests, 1991-2016 (latest data=2013)

One of the two indicators which are used to measure democratic participation has been replaced
since the 2015 edition of the Index. Previously, indicator a. measured the average age of local
councillors in England and Wales, but it was decided that it could be improved upon because,
firstly, it relied on a dataset that was only being updated sporadically, and secondly, it only looked
at one, very narrow, aspect of Britain’s democracy.

This indicator has been replaced with a measure of how much young people are inclined to trust
their elected politicians, using data taken from the British Social Attitudes Survey. Unfortunately,
this dataset isn’t updated annually, so in several cases the previous year’s results have simply
been repeated. This indicator is almost certainly affected by the short-term impact of particular
political events (especially controversial incidents such as the MP’s expenses scandal), but it
appears to show that the share of young adults who have low levels of trust in politicians has
grown from 15.3% at the beginning of the time series in 1990 to 22.7 when new data was last
collected in 2013. However, it has fluctuated considerably during this time period, and it seems to
be recovering following the peak witnessed in 2010, when almost a third of young people said
they distrusted politicians.

19



20

b. Ratio of electoral turnout among 25-34 year-olds to overall
electoral turnout
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Fig.11 Ratio of voter turnout among 25-34 year-olds in most recent elections to overall electoral
turnout, 1965-2016 (latest data=2015)

The second indicator for democratic participation compares electoral turnout amongst young
adult voters to overall turnout, as young voters are normally less likely to go and vote than the
population as a whole. Much like the previous indicator, b. suffers from a lack of up-to-the-minute
data as it is always based on the most recent major set of elections, which in the case of the 2016
Index is still the 2015 general election (as it was last year).

What the data suggest is that the ratio has been rising over time, particularly since the early
1990s. The 2013 local elections witnessed a particularly prominent spike in the ratio, when there
were almost 1.6 overall voters for every voter aged 25-34, but this had reduced to a ratio of 1.22
at the 2015 general election.



6. Health

Overall Trend: The new Health indicator for the 2016 edition of the Index has followed a steady
upward curve since the beginning of the time series in the year 2000: it now stands at 141.28,
which means it has risen by almost 50%. Interestingly, the score for this indicator is slightly
higher than it would have been in 2015 (a 3% increase), but only because it had fallen slightly last
year compared to the year before.

a. Ratio of hospital services used by the over-60s compared to
the working-age population
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Fig.12 Ratio of hospital services used by the over-60s compared to the population aged 14-59,
2000-2016

The Health indicator has undergone a significant change since the 2015 IF Index; whereas it
previously measured the usage of NHS hospital services by the under-60s, it now measures the
ratio of NHS hospital services used by the over-60s compared to the working age population. This
change has been made because it was decided that it would provide a better way of measuring the
extent to which young people may be disadvantaged in relation to health by the ageing of Britain’s
population.

The data behind this indicator come from NHS Hospital Episode Statistics, which provide a record
of every single episode of medical treatment which is delivered by an NHS hospital in England
each year, including the age of the patient involved. Therefore, this indicator provides a snapshot
of the extent to which older people are disproportionately using NHS hospital services (which
account for the bulk of total spending on the health service) compared to younger ones (although
it only measures the number of treatment episodes which are used by patients of different ages,
not their cost or complexity). This indicator is important because it provides a proxy measure for
the level of old-age dependency in healthcare, and increases in its level imply that health services
for younger people may be being squeezed because of the tight economic constraints within
which the NHS operates.

Fig.12 demonstrates that this indicator has risen dramatically since 2000; whereas at the turn of
the millennium, the NHS was performing 0.8 episodes of hospital treatment on someone over 60
for each one it performed on someone aged 14-59, it now performs almost 1.2 times as many, an
increase of nearly 40%. While improvements in the range of treatments which can be used to
keep older people alive for longer (such as new cancer drugs) should be welcomed, population
pressure will put unprecedented pressure on the NHS over the years ahead.

21



22

7. Incomes

Overall Trend: The Income indicator has largely been stagnant during the time period covered
by the Index, fluctuating between scores of 95.55 at its lowest in 2001 and the high watermark
which it reached in 2014 of 102.5. This equates to a persistent gap in incomes between workers
in their 20s and the population average which has remained between 10-15%, and although this
indicator has fallen slightly in the past year it remains well above its level from before the
economic crisis.

a. Ratio of median income for all workers compared to workers aged
20-29
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Fig.13 Ratio of median income for all workers compared to workers aged 20-29, 2000-2016 (real
terms)

The Incomes indicator measures the gap between the incomes of workers who are aged 20-29
and the population average. In addition to suffering from higher unemployment (as discussed
under the Employment indicator), younger adults are also likely to earn less in the labour market
than older ones. This phenomenon has a variety of causes: more young adults work part-time
rather than full-time while they are studying, and they generally have fewer skills and less
experience than people who’ve been working for longer.

However, it is interesting that the size of the earnings gap between younger and older workers
has tended to vary over time, as Fig.13 demonstrates: it has ranged from 8.7% to 15% during the
period covered by the Index. You would expect such changes to reflect primarily the value of
young workers to employers: during a good period for the economy employers would normally
have to pay more to recruit and hold on to talented young workers, whose skills would command
more of a wage premium, whereas during a recession you would expect that employers could get
away with paying younger workers less because they would be competing for fewer job
opportunities against older workers who’ve been made redundant.

Having said that, the Income indicator highlights some alarming trends: firstly, median incomes
among workers in their 20s are low at just £19,216 per year (which means half of all such
workers earn less than this amount); secondly, they have stagnated since the recession, as they
are barely £300 per year higher in 2016 than they were in 2009 in real terms; and thirdly, the
wage gap described above has been over 14% since 2009, as younger workers’ earnings are
taking longer to return to normal following the recession than older workers’ earnings have.



8. Environment

Overall Trend: The Environment content area has been significantly overhauled for the 2016
edition of the IF Index by replacing the original indicator b., which measured global atmospheric
CO: levels, with a new one which measures UK air quality. Alongside Education, the Environment
content area has been one of the great success stories, on balance, for the UK’s young people, as
its score has fallen from the starting level of 100 in 2000 to only 82.71 in 2016, demonstrating the
success of government policy to make Britain more environmentally-friendly.

a. Total UK greenhouse gas emissions (MtC02e)
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Fig.14 Total UK greenhouse gas emissions, 1991-2016 (Megatons C0; equivalent)

Environmental indicator a. measures the total level of the UK’s greenhouse gas emissions each
year. These have fallen by almost exactly a third since the beginning of the time series in 1991,
which is unsurprising given that the UK has both continued to deindustrialize and has
substantially increased its use of cleaner forms of energy during this period. This should be
extremely beneficial for future generations, who will be the inheritors of the natural environment
that we bequeath to them, which means those of us who are alive today have a duty to pass it on
in as good a condition as possible.

The second environmental indicator, which has been newly introduced for the 2016 edition of the
Index, measures the UK’s air quality. This indicator has been chosen because it represents a useful
proxy measure of the extent to which we are taking care of our natural environment, and it also
has a direct bearing on young people’s health, as poor air quality is harmful to their lungs. Air
quality is quite difficult to measure because it varies significantly from location to location, and
depending on which pollutants are being measured. For this indicator, IF has chosen to use one of
the most important benchmarks from the Department for Environment, Food and Rural Affair’s
annual set of air quality statistics, which is measured using the nationwide Automatic Urban and
Rural Network (AURN) of monitoring sites. This provides annual average figures for levels of fine
particulate matter (PM1o) and ozone, which are considered to be two of the most dangerous
airborne pollutants to human health.

Fig.15 shows that the picture for air quality is somewhat more mixed than for greenhouse gas

emissions; while the UK’s air quality has been improving over recent years, this has been a fairly
recent development. The level of these pollutants in the UK’s air peaked at 46.9 micrograms per
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cubic metre in 2006, but since then they appear to have fallen by just over 11%. Hopefully, the
greater political attention which is being paid towards air quality will lead to more dramatic
improvements in the future.

b. UK air quality - average background levels of PM10 and ozone
(ng/m3)
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Fig.15 UK air quality measurements, 1988-2016 (micrograms per cubic metre)
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9, Education

Overall Trend: The Education content area is now measured using four different indicators, two
of which have been newly added to the 2016 Index. Alongside the Environment, Education is the
other content area where the overall picture has dramatically improved for young people; from
its baseline of 100 in 2000, the Index score for this content area stood at just 73.81 in 2016.
However, it did get as low as 58.09 in 2014 and has been rising for the last two years, so it’s
possible that this progress is starting to go into reverse. The improvements in education have
been generated by three things: higher real terms public spending on both school and university
education, increased attainment at GCSE level, and increasing access to higher education. Given
the strong role played by high public spending, it remains to be seen whether these gains can still
be maintained if this should fall in the years ahead.

a. Public spending on schools per pupil (£, real terms)
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Fig.16 UK government spending on primary and secondary schools per pupil (£, real terms),
2000-2016

Public spending on primary and secondary schools rose by 83% per pupil in real terms between
2000 and 2016, largely because of New Labour’s commitment to education; since they left office
in 2010 it has been falling, despite the government pledging to protect spending on schools.
Although spending has been maintained in nominal terms since 2010, a combination of inflation
and rising pupil numbers means that real spending per pupil has declined by just over 10% from
its 2010 level. Please note: the 2016 figure for indicator a. is identical to the one for 2015 because
the data have not yet been updated.

Public spending on higher education has followed a markedly different path (Fig.17). Between
2000 and 2016, this rose by only 16% per student in real terms, slightly less than the increase in
the number of enrolled students, which increased by 18% over the same time period. What is
particularly interesting about this indicator is the way in which the level of public spending has
fluctuated since 2010, when the UK’s coalition government introduced major reforms to higher
education funding. These replaced most direct grant financial support for universities with higher
student loans that follow individual students; therefore the level of public spending which is
recorded is now largely determined by the current value of the student loan book on the
government’s balance sheet, which fluctuates in value from year to year. This has a direct bearing
on the financial pressures facing students, because the higher the cost of student loans to the
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government which are recorded in Fig.17, the less students themselves are expected to have to
contribute. Please note: the 2016 figure for indicator b. is identical to the one for 2015 because
the data has not yet been updated.

b. Public spending on higher education per pupil
(£, real terms)
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Fig.17 UK government spending on higher education per pupil (£, real terms), 2000-2016

c. Percentage of school pupils achieving atleast5 A*-C
grades at GCSE or equivalent
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Fig.18 Percentage of school pupils achieving at least 5 A*-C grades at GCSE level or equivalent,
1976-2016

Education indicator c. measures the share of 16 year-olds who achieve the government’s target of
receiving 5 “good” GCSEs (or equivalent qualifications). The proportion of pupils who met this
target appears to have risen in every year between 1976 and 2013, until it registered a decline in
the past two years. However, this decline came after a significant methodological change in the
way the government collects these statistics, so the last two years of data are not necessarily
comparable to previous years. However, even if this effect is allowed for, there is no doubt that
educational attainment has still improved significantly since 2000.



d. Percentage of 17-30 year-olds who have had at least
6 months' higher education experience
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Fig.19 Percentage of 17-30 year-olds who have hadd at least 6 months’ higher education experience,
1962-2016

The final education indicator measures higher education enrolment among young adults, which
has increased dramatically since the beginning of this time series in 1962, from 5% to 47%. Just
since the beginning of the Index period in 2000 it has risen by 16%, although the current level is
actually below the peak of 49.5% that was recorded in 2014 — within touching distance of former

Prime Minister Tony Blair's cherished goal of having 50% of school levers attending higher
education.
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Appendix 1: Data Sources

The following table provides web links to the data sources which were used in compiling the 2016 IF Index:

Content Area

Indicator

Data Source

1. Unemployment

a. Unemployment
among younger people
compared to UK
average.

http://ec.europa.eu/eurostat/web/Ifs/data/main-tables

a. House price
affordability compared
to income levels of

https://www.gov.uk/government/collections/price-paid-data
http://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/agegroupashetable6

per person in the UK
workforce.

2. Housing young people.
b. Numbers of h01.15es https://www.gov.uk/government/statistical-data-sets/live-tables-on-house-building
built as a proportion of https://www.gov.uk/government/statistical-data-sets/live-tables-on-household-projections
number of households. ps: BOV-UK/E proj
a'acﬁzstf:tit: peir:)lr(:?n https://www.gov.uk/government/publications/spending-review-and-autumn-statement-2015-documents
?heyUK wofkfo];ce http://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/february2016
b. Cost of unfunded
gsﬁdlcaiiegrt:; ensions https://www.gov.uk/government/publications/whole-of-government-accounts-2014-to-2015
3. Pensions P P http://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/february2016

c. Proportion of young
people who are not
contributing to a
pension scheme.

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/workplacepensions

4. Government Debt

a. Public sector debt
per person in the UK
workforce.

http://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicsectorfinance/bulletins/publicsectorfinances/may16
http://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/february2016

5. Democratic
Participation

a. Young people’s trust
in politics.

http://www.britsocat.com/

b. Participation in
voting in General
Elections by younger
people.

https://www.ipsos-mori.com/researchpublications/researcharchive/3575/How-Britain-voted-in-2015.aspx?view=wide

6. Health

a. The ratio of health
service usage by the
population aged 60+ to
the population aged
14-59.

http://www.hscic.gov.uk/searchcatalogue?q=title%3A%?22Hospital+Episode+Statistics%2C+Admitted+patient+care+-+England%22

7.Incomes

a. Comparison of the
income levels of young
people to the UK
average.

http://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/
bulletins/annualsurveyofhoursandearnings/2015provisionalresults




8. Environmental
Impact

a. UK greenhouse gas
emissions.

https://www.gov.uk/government/publications/updated-energy-and-emissions-projections-2015

b. UK air quality

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/517681/Air_Quality_National_Statistic_2015_final.pdf

9. Education

a. Expenditure on
primary and secondary
education per pupil.

https://www.gov.uk/government/collections/public-expenditure-statistical-analyses-pesa
https://www.gov.uk/government/statistics/schools-pupils-and-their-characteristics-january-2015
http://gov.wales/statistics-and-research/schools-census/?lang=en
http://www.gov.scot/Topics/Statistics/Browse/School-Education/Datasets
https://www.education-ni.gov.uk/articles/school-enrolments-overview

b. Expenditure on
higher education per
student.

https://www.gov.uk/government/collections/public-expenditure-statistical-analyses-pesa
http://www.universitiesuk.ac.uk/highereducation/Documents/2010/Patterns10.pdf

c. Percentage of school
leavers of any age
achieving 5 or more
A*-C equivalent pass
grades.

https://www.gov.uk/government/collections/statistics-gcses-key-stage-4

d. Percentage of young
people who participate
in higher education.

https://www.gov.uk/government/collections/statistics-on-higher-education-initial-participation-rates
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Appendix 2: Full Index Data

1. 2. 3. g-overnment 5. 6. g;lvironmental 9. IF
Unemployment | Housing | Pensions | Debt Democracy | Health 7. Incomes Impact Education | Index
1990 65.43 - - 80.94 61.91 176.35 64.10
1991 70.02 - - 80.75 63.58 163.36 62.95
1992 75.09 33.49 - 80.56 87.12 146.66 70.49
1993 77.27 39.11 - 83.16 94.74 131.42 70.95
1994 79.71 44.73 95.39 85.77 92.75 113.49 85.31
1995 81.92 45.51 106.92 88.38 94.20 106.98 87.32
1996 83.62 46.29 112.86 90.98 93.60 103.49 88.48
1997 87.62 95.03 61.98 114.29 93.59 102.61 102.26 93.91
1998 93.60 93.48 96.14 113.84 95.73 100.85 100.07 99.10
1999 99.77 100.32 98.49 106.66 98.93 100.05 98.70 100.42
2000 100.00 100.00 100.00 100.00 100.00 | 100.00 100.00 100.00 100.00 100.00
2001 104.96 106.31 100.27 85.13 119.86 | 102.80 97.37 97.14 95.06 | 100.99
2002 108.71 111.00 103.73 81.66 108.76 | 106.02 95.55 96.16 89.57 100.13
2003 109.31 119.64 105.08 83.24 110.70 | 108.28 96.41 95.17 82.66 | 101.17
2004 113.35 129.58 109.72 85.19 145.36 | 109.76 98.19 99.80 79.87 107.87
2005 119.60 136.07 114.27 92.08 146.08 | 11245 97.50 96.80 78.15 110.33
2006 123.88 135.36 122.04 94.10 124.81 113.05 98.44 95.93 75.71 109.26
2007 120.44 13741 12848 94.72 147.17 | 11248 99.28 98.37 72.10 112.27
2008 125.35 138.82 14148 95.61 126.81 113.73 99.76 93.21 68.02 111.42
2009 124.44 133.07 139.73 122.13 125.54 | 115.95 96.76 91.63 67.33 112.95
2010 116.75 134.09 139.79 157.08 147.00 | 122.63 98.02 85.76 64.32 118.38
2011 118.52 156.23 159.48 181.06 14429 | 125.01 98.92 85.84 59.82 125.47
2012 122.16 150.20 152.76 190.14 129.93 127.34 101.74 84.54 62.44 | 124.59
2013 124.67 157.65 155.05 200.37 138.13 131.18 101.84 83.25 60.83 128.11
2014 126.53 157.06 160.23 205.08 117.12 141.28 102.55 84.37 58.09 128.04
2015 128.71 154.16 156.03 205.57 118.02 136.71 102.02 82.33 69.00 128.06
2016 127.98 149.59 161.64 202.27 118.02 141.28 102.04 82.71 70.12 128.41




