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DATA AND KEY MEASURES
We initially use Understanding Society data to describe 
the distribution across labour market states by individual 
characteristics in 2009. Our focus is on men and women of 
working age (16–59/64) who were not in full-time education 
at the time of interview, yielding a sample size of 15,098 
individuals across the UK, including Northern Ireland (see 
Appendix for a description of the Understanding Society 
sample design). Where appropriate in the analysis, results 
are also reported by country of residence. 

Survey participants were asked what best describes their 
current situation and responded using categories including 
Employee, Self-employed, Unemployed, Retired, Looking 
after the home and family, Full-time education, and Long-
term sick or disabled. For those who were not currently 
employed, questions on job search and availability for work 
were asked in order to produce the International Labour 
Organisation (ILO) defi nition of unemployment where having 
looked for work in the past four weeks and being available 
to start work within two weeks are required. Those who are 
not in paid employment and not seeking work are defi ned as 
being economically inactive. 

The fi nancial well-being measures include an assessment 
of current fi nancial situation as well as an assessment 
of their likely fi nancial situation in one year’s time. Life 
satisfaction scores are also used to assess mental well-
being. Participants were asked to rate their overall life 
satisfaction on a 1 to 7 scale where 1 = ‘completely 
dissatisfi ed’ and 7 = ‘completely satisfi ed’. Understanding 
Society collects several variables capturing people’s mental 
well-being, including life satisfaction, General Health 
Questionnaire (GHQ-12) scores and whether or not the 
person currently suffers from depression. These three 
measures have been shown to be highly correlated (e.g. 
Taylor et al, 2009). This chapter focuses on life satisfaction.

EMPLOYMENT AND 
UNEMPLOYMENT IN 2009

EMPLOYMENT STATUS AND GENDER

Looking fi rst at the distribution of employment status by 
gender, Figure 1 shows that 58% of men and 41% of women 
were in full-time employment in 2009 (defi ned as working 
thirty or more hours per week in their main job), with a 
further 5% and 25% respectively in part-time work (working 
less than thirty hours per week in their main job).

The British economy is currently emerging from its fi rst recession in 
almost twenty years, during which GDP fell by more than in each of the 

two previous recessions of the early 1980s and early 1990s. Despite the large fall in GDP, the unemployment rate has 
remained lower than at the same stage in the previous two recessions, so far reaching a peak of less than 9% compared 
with 10% at the same stage in the previous recessions. A notable feature of this recession is that particular groups within 
the population have been affected more than others – for example men and young people have been affected more 
than women and older people (Department for Work and Pensions, 2009; Gregg & Wadsworth, 2010; Offi ce for National 
Statistics, 2009). 

In this chapter we use data from the fi rst wave of Understanding Society, collected during the peak of the recession 
throughout 2009, to investigate factors associated with people’s employment status and the impact of employment 
status on people’s well-being. We fi rst summarise people’s employment status by a range of individual and household 
characteristics. We then identify the relationships between a person’s employment status and their fi nancial and mental 
well-being.

INTRODUCTION

Overall, 63% of men and 66% of women were employees, 
and a further 13% of men and 6% of women were self-
employed. Although employment rates among men and 
women of working age were similar (at 70%), a larger 
proportion of men than women were in full-time work 
and self-employment, while a larger proportion of women 

  Figure 1 Employment status of men and women of working age
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than men were in part-time work. Despite the survey 
data being collected at the peak of the recession, average 
unemployment rates in the sample using the International 
Labour Organisation defi nition of unemployment 
(Hussmanns, 2007) were relatively low – 7% of men 
and 3% of women were unemployed. A substantially 
larger proportion of women (25%) than men (17%) were 
economically inactive (not in work and not searching for a 
job). Among women, 52% of the economically inactive were 
looking after their family or home, while 18% reported they 
were long-term sick or disabled. A further 16% of women 
referred to themselves as ‘unemployed’ but had not looked 
for a job in the last four weeks. Among men, 35% of the 
economically inactive reported they were long-term sick or 
disabled, 29% were retired, and a further 23% referred to 
themselves as ‘unemployed’ despite not looking for a job 
in the last four weeks.

EMPLOYMENT STATUS BY AGE GROUP

These averages for men and women mask considerable 
differences in working status across population subgroups. 
The proportions of individuals in each labour market state 
vary a little by country of residence but more signifi cantly 
by other individual level characteristics. For example, rates 
of full-time employment are highest in England and 
Scotland (at 50%) and lowest in Wales and Northern Ireland 
(45%), part-time employment is highest in Wales (18%) 
and lowest in England and Northern Ireland (16%), while 
economic inactivity is highest in Wales and Northern Ireland 
(25%) and lowest in England and Scotland (20%). 

When looking at employment status by age group, Figure 2 
indicates that full-time employment rates were highest (at 
53%) among ‘prime-aged’ workers (aged 25–54) and lowest 
(at 35%) among those approaching state pension age (55 
and over). In contrast, unemployment rates were highest (at 
15%) among workers aged less than 25, and lowest among 
older workers (3%). 

Self-employment rates 
increased with age, 
while older people were 
more likely than younger 
workers to be economically 
inactive (37% compared 
with 18–21%). These data 
indicate that almost 40% of 
people aged less than 25 
not in full-time education 

were also not working. The number of young people not in 
education, training or employment is a key policy concern 
and given the strong persistence found in unemployment 
and economic inactivity over time (Arulampalam, Booth & 
Taylor, 2000), suggests that a large proportion of young 
people may struggle to fi nd long-lasting stable employment 
in the future.

EMPLOYMENT STATUS AND FAMILY STATUS

Figure 3 illustrates how labour market status varies across 
family status types. This shows that more than one half of 
people with no children (either partnered or single) were 
in full-time work, while about 10% were in part-time work. 
In contrast, 46% of couples with children and only 28% of 
lone parents were in full-time work, while 21% of people 
with children were in part-time employment. The majority 
of the former are men, and of the latter are women. 
Unemployment and economic inactivity rates are higher for 
single people than partnered people, and this partly refl ects 
the fact that single people are on average younger. A large 
proportion of lone parents – most of whom are women – 
were economically inactive (37%).

  Figure 2 Employment status by age
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  Figure 3 Labour market status by family status
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Table 1 Current labour market status by ethnicity

  

 White

 Mixed

 Indian

 Pakistani/Bangladeshi

 Chinese/Asian

 Black Caribbean

 Black African

 Other

 N

Employee

 65.8

 61.5

 67.1

 38.4

 68.2

 64.0

 54.7

 55.2

9,812

 Self-employed

 9.0

 [5.8]

 [9.0]

 [10.0]

 [8.8]

 [5.5]

 [7.9]

 [9.1]

1,351

 Unemployed

 4.7

 [9.6]

 [5.2]

 [7.8]

 [2.8]

 [9.4]

 [5.9]

 [6.2]

727

Inactive

 20.5

 [23.1]

 18.7

 43.9

 [20.3]

 [21.1]

 31.5

 29.5

3,196

N

13,647

156

289

271

182

128

203

210 

15,086

Notes: Row percentages. Men and women of working age not in full-time education. [..] indicates percentages based on cell sizes 
of < 50 observations.
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EMPLOYMENT STATUS AND EDUCATION

Figure 4 shows that the full-time employment rate 
increases with education level. Over 60% of people educated 
to degree level were in full-time employment, while fewer 
than 3% were unemployed and 12% economically inactive. 
In contrast, only 32% of those with no qualifi cations were in 
full-time employment, while 6% were unemployed and 40% 
were economically inactive. This means that almost one half 
of people with no qualifi cations are not in work, compared 
with 15% of those with a degree. Some of this refl ects 
cohort and age effects, as those with no qualifi cations tend 
to be older and more likely to have withdrawn from the 
labour market. Multivariate analysis will reveal the extent to 
which these differences in employment status by education 
remain once controlling for age and other confounding and 
mediating factors. 

EMPLOYMENT STATUS AND ETHNICITY

In Table 1 we summarise current labour market status by 
ethnicity, although this needs to be interpreted with extreme 
caution because of small sample sizes for some groups. 
The brackets indicate sample sizes of less than 50 cases. 
The table indicates that employment rates were highest 
(exceeding 70%) among those of White, Indian, Chinese, 
and Black Caribbean background and lowest (less than 
50%) among those of Pakistani or Bangladeshi backgrounds. 
The latter groups also had the highest rates of economic 
inactivity (exceeding 40%). Differences in unemployment 
rates are diffi cult to identify accurately due to small sample 
sizes. Some of these differences between ethnic groups are 
due to differences in age and education structures, and our 
multivariate analysis will identify the extent to which such 
differences remain once these are taken into account.

  Figure 4 Labour market status by education
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EMPLOYMENT STATUS AND INDUSTRY

In Table 2 we summarise people’s current (if working) or 
previous (if not working) industry of employment by their 
labour market status. This helps identify which industries 
have been most affected by the recession, at least in 
terms of employment. This indicates that people currently 
unemployed were disproportionately more likely to have 
been employed in the construction, wholesale/retail and 
hospitality industries, and less likely to have been employed 
in public administration and education or health, which are 
dominated by the public sector. For example, 14.7% of the 
currently unemployed were last working in wholesale or 
retail and 7.7% were working in hospitality. These industries 
account for 12.3% and 4% of those currently working. In 
contrast, 26.6% of the employed previously worked in 
education or health, while less than 10% of the currently 
unemployed were previously employed in these industries. 
The recent recession has disproportionately affected 
employment in the private sector and in wholesale/retail, 
construction and hospitality in particular.

ACCOUNTING FOR DIFFERENCES IN CHARACTERISTICS

The descriptive results indicate substantial differences 
across population sub-groups in being employed, 
unemployed or economically inactive. However, some of 
these differences might be explained by differences in 
other observed characteristics between sub-groups. For 
example, older cohorts tend to be less educated, single 
people tend to be younger, and people of different ethnic 
origin have different migration and assimilation histories. 
To account for this, we have estimated gender-specifi c 
multivariate models that take into account differences in 
observed characteristics, and used the resulting estimates 
to predict the probability of population sub-groups with 
otherwise identical characteristics to be employed full-time, 
unemployed and economically inactive. This helps to identify 
the extent to which the differences highlighted previously are 
‘real’, and the extent to which they are explained by other 
observed factors. These models control for respondents’ 
age, education, family status, country of residence, migrant 
status, parents’ employment status when they were 
aged 14, housing tenure, ethnicity and English language 
profi ciency. The results of the analysis are reported in terms 
of the predicted probability of being employed, unemployed 
or economically inactive, holding the other variables 
constant.

Figure 5 illustrates the predicted probability of men occupying 
particular labour market states by age and educational 
attainment, holding other observed characteristics constant. 
Differences in labour market status by educational attainment 
and age remain, even when allowing for other observed 
characteristics. 

Two thirds of men aged 25 with a degree are predicted to be in 
full-time jobs, compared to 56% of otherwise similar men with 
no qualifi cations. Such differences persist across age groups 
such that at age 55, 56% of men with a degree are predicted to 
be in full-time work compared with 42% with no qualifi cations. 
Similar patterns also emerge for women (not shown).

Notes: column percentages. Men and women of working age not in 
full-time education.

Table 2 Current/previous industry of employment by current 
labour market status

 

 Industry

 Education/health

  Finance/legal/
professional

 Wholesale/retail

 Manufacturing

 Public admin.

 Construction

 Transport

 Hospitality

 Other

 Missing

 Never worked

 N

Working

 26.6

 15.0

 12.3

 9.9

 7.7

 6.1

 4.7

 4.0

 10.9

 2.8

 -

11,172

Unemployed

 9.3

 14.4

 14.7

 11.5

 2.3

 11.4

 4.3

 7.7

 6.4

 9.5

 8.5

728

Inactive

 14.7

 10.6

 12.5

 13.6

 4.4

 5.1

 4.8

 6.5

 7.9

 10.7

 9.2

3,198

N

3,511

2,118

1,878

1,619

1,023

932

711

713

1,511

725

357

15,098

  Figure 5 Predicted probabilities of occupying states by age and educational 
attainment: Men
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In contrast, larger proportions of men with no qualifi cations 
than those with high educational attainment are predicted to 
be unemployed, and these differences are most pronounced 
at younger ages. For example at age 25, 15% of men with no 
qualifi cations are predicted to be unemployed compared to 
8% of similarly aged men with a degree. At age 55, these fall 
to 5% and 3% respectively. Similar differences emerge across 
educational groups in the probability of economic inactivity 
at each age. Non-employed young men are equally likely 
to be in either unemployment or economic inactivity, but 
as men age they are increasingly likely to be economically 
inactive and less likely to be unemployed. The extent to which 
educational attainment causes differences in labour market 
status, or whether it captures other unobserved factors that 
are correlated both with educational attainment and labour 
market outcomes (such as motivation or the propensity 
to work hard) can only be answered with panel data with 
repeated observations on the same individuals.

Figure 6 plots predicted probabilities for men by family 
status, and indicates that, at each age, partnered childless 
men have the highest predicted probability of being full-
time employees and the lowest probability of economic 
inactivity, holding other characteristics constant. In contrast, 

at each age, male lone 
parents have the lowest 
predicted probability of 
full-time employment and 
the highest probability 
of economic inactivity. In 
fact, the fi gure shows that 
partnered men are always 
more likely to be employed 
full-time and less likely 

to be economically inactive than single men, while childless 
men are always more likely to be employed full-time and 
less likely to be inactive than men with children. For women 
(not shown), we fi nd it is the presence of children, rather 
than partnership status, that is most associated with labour 
market status.

Table 3 summarises the predicted probabilities of being in 
full-time work and of economic inactivity by ethnicity. (We 
do not present probabilities of unemployment because of 
small sample size considerations.) This reveals considerable 
differences even when allowing for different age and 
education distributions in each minority ethnic group, and 
differences in English language profi ciency.

  Figure 6 Predicted probabilities of occupying states by age and family status: Men

 % 0 0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8

FT job

FT job

FT job

AGE 25
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Unemployed

Unemployed

Unemployed

Inactive

Inactive

Inactive

■ COUPLE NO CHILDREN  ■ COUPLE WITH CHILDREN  
■ LONE ADULT  ■ LONE PARENT

Notes: Predicted probabilities estimated from multinomial logit models where 
dependent variable = 1 if in full-time work; = 2 if in part-time work; = 3 
if self-employed; = 4 if unemployed; and = 5 if inactive. Covariates include age, 
age squared, migrant status and time since migration, country of residence, 
highest qualifi cation, family status, ethnicity, English language profi ciency and 
parental employment status when respondent aged 14.

Table 3 Predicted probabilities of occupying a labour market 
status by ethnic group

 Ethnicity

 Men

 White

 Indian

 Pakistani /
 Bangladeshi

 Caribbean

 African

 Women 

 White

 Indian

 Pakistani /
 Bangladeshi

 Caribbean

 African

Age
25

0.65

0.59

0.43

0.63

0.48

0.45

0.42

0.28

0.61

0.47

Age
40

0.69

0.65

0.50

0.72

0.53

0.45

0.43

0.31

0.61

0.47

Age
55

0.52

0.46

0.33

0.54

0.34

0.32

0.31

0.19

0.47

0.33

Age
25

0.09

0.13

0.14

0.09

0.17

0.23

0.22

0.48

0.14

0.26

Age
40

0.09

0.14

0.16

0.11

0.19

0.21

0.21

0.48

0.13

0.24

Age
55

0.23

0.31

0.34

0.26

0.38

0.31

0.30

0.61

0.21

0.34

Full-time job Economic inactivity

At age 25, 
15% of men 

with no 
qualifi cations 
are predicted 

to be 
unemployed
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Among men, at each age those of white or Caribbean 
background have the highest predicted probabilities of 
full-time employment (ranging from 52% at age 55 to 
72% at age 40), and the lowest predicted probabilities of 
economic inactivity (9–23%). In contrast, those of Pakistani 
or Bangladeshi origin are predicted to have the lowest 
probability of full-time employment (between 33% and 
50%). Men of Black African origin have the highest predicted 
probability of economic inactivity (17–38%), followed by those 
of Pakistani or Bangladeshi origin.

The picture is a little different among women. Women 
of Black Caribbean origin have the highest predicted 
probabilities of full-time employment at each age 
(47–61%) followed by those of Black African and White 
origin. In contrast, women of Pakistani or Bangladeshi 
background have very low predicted probabilities of full-
time employment (19–31%), and relatively high predicted 
probabilities of economic inactivity (48–61%). Women of 
Black Caribbean background have the lowest predicted 
inactivity rates (13–21%).

Beyond the factors affecting the probability of people 
occupying each labour market state, we are also interested 
in the impact that labour market status during the recession 
had on other important outcomes, in particular individuals’ 
perception of fi nancial and mental well-being. 

EMPLOYMENT, UNEMPLOYMENT 
AND FINANCIAL WELL-BEING 

CURRENT FINANCIAL WELL-BEING

As part of the Understanding Society questionnaire, 
respondents are asked: ‘How well are you managing 
fi nancially now? Are you: Living comfortably, Doing alright, 
Just about getting by, Finding it quite diffi cult or Finding 
it very diffi cult?’. In Figure 7 we summarise responses to 
this question by current employment status and fi nd that 
employment status is a major determinant of how people 
coped fi nancially with the recession. A signifi cantly larger 
proportion of full-time workers reported they were living 
comfortably or doing alright than people in unemployment 
or inactivity (67% compared with 23% and 41%). In contrast 
over 40% of the unemployed reported fi nding it quite or very 
diffi cult, compared with 25% of the economically inactive and 
less than 15% of those in work. Small differences by country 
of residence also emerge. For example, 51% of people living 
in Wales were living comfortably, compared with about 58% 
in the other three nations, while 34% were just about getting 
by (compared with about 27% in the other countries). About 
15% were fi nding it quite or very diffi cult in all four countries. 

However, such descriptive statistics may over-estimate the 
association between employment status and fi nancial well-
being, as they do not allow for the fact that, for example, the 
unemployed tend to be younger, less likely to be partnered, 
and have lower educational attainment than those in 
full-time work. To account for this, we have estimated 
multivariate models to allow for differences in other 
observable characteristics and obtain adjusted probabilities 
of occupying each fi nancial status group. In these models 
we include a range of factors related to people’s fi nancial 
well-being such as their age, labour market status, ethnicity, 
education, housing tenure, country of residence and family 
status.

In Figure 8, we plot the characteristics of people who were 
most and least likely to be fi nding it quite or very diffi cult 
fi nancially, once differences in other observed characteristics 
are taken into account. Even when adjusting for differences 
in other observed factors, being unemployed is still 
associated with the highest probability of fi nding it diffi cult 
fi nancially. All else equal, being unemployed is associated 
with a 37% probability of fi nding it diffi cult. 

  Figure 7 Current fi nancial situation by employment status

 % 0 10 20 30 40 50 60 70 80

FT work

PT work

Self-employed

Unemployed

Inactive

■ COMFORTABLE / OK  ■ JUST GETTING BY  ■ QUITE / VERY DIFFICULT



EMPLOYMENT AND UNEMPLOYMENT 
AT A TIME OF RECESSION

8

Being a social tenant, 
a lone parent, a single 
person or having no 
qualifi cations are other 
factors associated with a 
relatively high probability 
of having fi nancial 
diffi culties (Figure 8). 
In contrast, people 
who owned their home 
outright have the lowest 

probability of fi nancial hardship (9%), followed by people 
educated to degree level (10%) who were married without 
children or in full-time work (11%). Being a home-owner 
with a mortgage is also associated with a relatively low 
probability of fi nancial diffi culty.

FINANCIAL EXPECTATIONS IN THE FUTURE

In Figure 9 we examine people’s fi nancial expectations 
for the forthcoming year by their current employment 
status. The unemployed were most optimistic while the 
economically inactive were the most pessimistic. Almost 
two-thirds of the unemployed were expecting their 
fi nancial situation to improve in the next year, compared 
with 30% of those in work and 25% of the economically 
inactive. Although the unemployed struggle fi nancially, 
they are generally optimistic about their future fi nances. 
About 15% of the economically inactive expected their 
situation to worsen, compared with 13% of those in work 
and 11% of the unemployed. 

Differences by country of residence also emerged, with 
only 23% of people in Northern Ireland expecting to be 
better off compared with 31% of those in the other three 
nations. However those in Northern Ireland were also 
least likely to expect to be worse off at 11%, compared 
with 12% in Scotland, 14% in England and 15% in Wales. 
Those in Northern Ireland were also most likely to expect 
their fi nancial situation to remain about the same (65% 
compared with about 55% in the other nations).

In Figure 10 we plot the population sub-groups who have 
the highest and lowest probabilities of expecting their 
fi nancial situation to worsen when adjusting for other 
observed characteristics (including migrant status, country 
of residence, health, English language profi ciency, age, 
education, employment status and housing tenure). This 
shows that among the 20% of people already fi nding it 
very diffi cult, they have the highest probability of expecting 
their situation to worsen, followed by those approaching 
state pension age and home owners (16%), and people 
living in Wales or who have no qualifi cations (14%). 

  Figure 8 Social groups most and least likely to be fi nding it quite or very diffi cult

Unemployed

Social rent

Lone parent

No 
qualifi cations

Lone adult

Mortgage

Full-time
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no children
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Own outright

 % 0 5 10 15 20 25 30 35 40

  Figure 9 Financial expectations for forthcoming year by employment status
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  Figure 10 Social groups most and least likely to expect their fi nancial situation 
to worsen
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In contrast, young people, the unemployed, private tenants, 
those living in Northern Ireland and those who are living 
comfortably or doing alright have the lowest probability of 
expecting their fi nancial situation to worsen (at less than 
12%). Hence we fi nd a strong association between labour 
market status and fi nancial well-being. Even when adjusting 
for other observed characteristics, being unemployed is a 
major factor in determining whether or not a person fi nds 
their current fi nancial situation quite or very diffi cult. Being 
in full-time work reduces this probability. Despite this, the 
unemployed tend to be optimistic about their future fi nances 
– more so than those in work – and this persists when 
adjusting for other characteristics.

EMPLOYMENT, UNEMPLOYMENT AND MENTAL 
WELL-BEING 

There is a wide literature indicating that unemployment 
reduces mental well-being (for example Clark & Oswald, 
1994), and evidence from Understanding Society is 
consistent with this. Figure 11 illustrates that on average 
the unemployed in Understanding Society reported a life 
satisfaction score of 4.7 on a seven-point scale (where 
1=completely dissatisfi ed and 7=completely satisfi ed). 
This compares with an average of 4.8 for the economically 
inactive and 5.3 for those in some form of employment, 
so the unemployed and the economically inactive report 
being less satisfi ed with their life than those in employment. 
Only very small differences in average life satisfaction by 
country of residence emerged.

Figure 12 illustrates the population subgroups with the 
highest and lowest predicted life satisfaction scores when 
accounting for differences in other observable characteristics 
using multivariate analysis. These models include age, 
labour market status, migrant status, country of residence, 
educational attainment, marital status, English language 
profi ciency, housing tenure, current fi nancial well-being, 
fi nancial expectations, and health. Holding other factors 
constant, people who report living comfortably or doing 
alright fi nancially have the highest predicted life satisfaction 
(at 5.4), followed by people aged under 25 and those 
approaching state pension age (5.3). People who report 
being in good health are also predicted to have relatively 
high life satisfaction. In contrast, reporting fi nding it quite or 
very diffi cult fi nancially or being in poor health is associated 
with low predicted life satisfaction (at about 4.5). Not being 
in a partnership, either with or without children, is another 
factor that is associated with low life satisfaction. 

This analysis suggests that fi nancial well-being and physical 
health are factors associated with mental well-being. 
However there are likely to be unobservable characteristics, 
such as a person’s personality, which are associated with 
reported mental, physical and fi nancial well-being, and panel 
data are required to account for these in analysis.

Figure 13 examines the relationship between age, 
employment status and life satisfaction in more detail. 
This reveals some interesting patterns. As we have seen, 
full-time employment is associated with signifi cantly higher 
life satisfaction (Figure 11), however this relationship is 
not so clear when adjusting for age and other observed 
characteristics. Among young people (aged less than 
25), economic inactivity is associated with the highest 
life satisfaction (a predicted life satisfaction of 5.5), 
followed by unemployment (5.4) and full-time work (5.3). 
Being unemployed has no impact on mental well-being 
among young people, all else being equal. In contrast, 
unemployment is associated with lower life satisfaction 
among both ‘prime-aged’ people and those approaching 
state pension age, relative to those in the same age group 
in full-time work (4.9 and 5.2 compared with 5.1 and 5.3 
respectively). Unemployment has a much larger impact on 
the well-being of prime-age and older workers than on that 
of young people.

 % 4.4 4.5 4.6 4.7 4.8 4.9 5 5.1 5.2 5.3 5.4
Life satisfaction

  Figure 11 Life satisfaction by current employment status
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  Figure 12 Social groups with the highest and lowest predicted life satisfaction
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CONCLUSIONS
This chapter has used Understanding Society data for 
2009 to take a fi rst look at employment and unemployment 
during the recession, and their impacts on fi nancial and 
mental well-being. This has revealed strong relationships 
between labour market status and age, education, family 
status and ethnicity that persist when adjusting for other 
observed factors. Strong associations between labour 
market status and current fi nancial well-being and fi nancial 
optimism also emerge, with unemployment associated with 
lower current fi nancial well-being but also with expecting 
the fi nancial situation to improve. Unemployment is 
associated with worse mental well-being, although not for 
those aged less than 25. This suggests that the recession, 
in increasing unemployment among particular population 
subgroups, will introduce or exaggerate inequalities in 
fi nancial and mental well-being across the population.

As more waves of Understanding Society data become 
available, we will be able to examine these relationships 
in much more detail. The large sample sizes will allow us 
to examine what factors explain employment inequalities 
between population subgroups, and also the relationships 
between employment status and fi nancial and mental well-
being among population subgroups in more detail. Panel 
data also allow us to control for differences in unobserved 
characteristics between people within population subgroups, 
which panel surveys with smaller sample sizes do not permit. 

Sample Size
The sample used in the analysis is based on working age 
men and women in the UK, including England, Scotland, 
Wales and Northern Ireland. Working age is defi ned for 
men as ages 16 to 64 years and for women as ages 16 
to 59 years. Those in current full-time education are not 
included. From a total of 15,098 individuals of working 
age, 6,912 were men and 8,186 were women. There were 
11,789 individuals resident in England, 1,223 in Scotland, 
721 in Wales and 1,365 in Northern Ireland. 

Findings
The analysis confi rms the recent recession has 
disproportionately affected particular groups in the 
population. Those who have fared worst through 
the recession are the young aged under 25 years, 
those with lower education levels, single rather than 
partnered people, lone parents, and those working in 
the construction, wholesale and retail and hospitality 
industries.

The unemployed, social tenants, those with no 
qualifi cations, single persons, and lone parents are most 
likely to report fi nding it diffi cult to manage fi nancially. 
Despite this, the unemployed are optimistic and expect 
their fi nancial situation to improve over the coming year.

The unemployed are more likely to have lower levels of 
mental well-being as measured by overall life satisfaction 
even though this is not the case for the younger 
unemployed aged under 25 years. Unemployment has a 
much larger negative impact on the well-being of prime 
age and older workers approaching pension age.

  Figure 13 Adjusted life satisfaction by age and employment status
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