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Introduction

Michael Marmot University College London
Mai Stafford University College London

An encouraging feature of British policymaking has been its use of evidence.
Nowhere is this more important than in policies for older people. At best, getting
policies right for older people is a major opportunity for societal flourishing. At
worst, not getting policies right for older people will be a drain on society’s resources
and will lead to marked social inequalities, and a high proportion of the population
with economic, social and physical dependency.

The English Longitudinal Study of Ageing (ELSA) was set up with both research and
policy as central objectives. With ageing of the population now a global phenomenon,
it is of utmost importance to understand the health, well-being and the economic and
social circumstances of older people. The longitudinal nature of ELSA provides
researchers with increasing opportunities to determine how to put people on
trajectories of economically secure older life, with good health, well-being and social
engagement. The answers to these research questions will be fundamental to the
development of policy.

Participants in ELSA are interviewed every two years. After each wave we produce a
report which provides insight into the data collected. The previous report, produced
after wave 3, was based on data collected in 200607 and examined several themes,
including contributing to society through paid work, material well-being, health and
quality of life. It highlighted the contribution of respondents’ expectations, physical
health and pension provision as well as, where relevant, partners’ employment status,
to ongoing employment in this cohort of over-50-year-olds. It showed that wealth was
increasing in the over-50s, largely due to increasing housing wealth (growing house
prices) with only small increases in non-housing wealth (financial and physical
wealth but not pension wealth). Findings in that report also showed that being single,
having a low level of pension provision and being out of the labour force were related
to income poverty but that reaching state pension age was not, of itself, a driver of
poverty of income. Income poverty is one of the possible consequences of low-level
pension provision and being out of the labour force. Lower quality of life is another,
since lower quality of life was found among those who were poorer as well as those
who lived alone or had poor physical health.

This report of the wave 4 study is based on data collected in 2008—09. It is important
to note that the data collection period for wave 4 in 2008—09 coincided with a period
of economic downturn which will have affected the distributions of many of the
measures collected. Readers should also bear in mind that the report was being
prepared in the period that spanned the 2010 general election. The policy
environment is constantly changing and some policies that were implemented by
previous governments and in place at the time of the fieldwork in 2008—09 are under
review by the new coalition government. Given the economic downturn experienced
in England, and beyond, the chapters on the economic circumstances of ELSA
respondents are particularly interesting. Also contained within this report are chapters
describing some measures that have not been included or not given extensive focus in
our earlier reports, including sleep quality, well-being and receipt of help and care.

This and previous ELSA reports paint a remarkably detailed picture of the lives of
people in England aged 50 and over. They are but a starting point. The data from all
waves of ELSA are available as public use data sets. The first wave of data collection
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took place in 2002-03, with second and third waves in 2004-05 and 2006-07,
respectively. This report summarises findings from wave 4 (2008-09) and, along with
the three previous reports, serves as an invitation to scholars and policy analysts to
delve behind the figures reported here to better understand the social and economic
conditions, health and well-being of older people.

Financial circumstances

Three ways of looking at the financial circumstances of ELSA participants are
wealth, income and consumption.

Growth in wealth

After a large increase in average wealth between 2002-03 and 2004-05,
growth in wealth has subsequently slowed. The increase in average wealth up
to 2004-05 appears to have been driven almost entirely by housing wealth and
recent declines in house prices have started to move this trend into reverse.

Importance of private pensions

Average incomes have risen in real terms between 2002-03 and 2008-09.
Income is also somewhat more unequally distributed in this age group than it
was in 2002-03. These trends apply to those below and above the state
pension age, although there are differences in the changes in the source of
income over the period by age. For individuals aged between 50 and the state
pension age, earnings from employment have, on average, become a more
significant source of income for those towards the bottom of the income
distribution, but a smaller share of income for those towards the top.

In 2008-09, we see that private pension income has become a more significant
source of income for pensioners, right across the income distribution. Among
lower-income pensioners, in particular, the average share of private pension
income as a percentage of total income almost doubled. This suggests that, in
this cohort, newly retiring pensioners have significantly more private pension
entitlement, across the income distribution, than their already retired peers.

Spending on basics

Food and fuel typically make up a large part of elderly households’ budgets
and so any price increases tend to have a large impact on those households.
Estimates based on the retail price index (RPI) suggest an increase in fuel
prices of just under 60% and an increase in the price of food eaten inside the
home of around 7% in real terms between the 2004—05 and 2008-09 waves of
ELSA data collection. Findings in this report show that between 2004—05 and
2008-09, spending on basics (food, domestic fuel and clothing) as a share of
income at the mean has not changed dramatically. However, this disguises the
fact that a quarter of households experienced a 10 percentage point or more
increase in the share of their income devoted to basics. There was also a
considerable increase of 37.3% in the amount spent on domestic fuel over the
same period. Spending on basics as a percentage of income can be used as a
yardstick of welfare. Using this yardstick, we see that the poorest have been
affected the most by the rise in prices.
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Employment and pensions

In the context of increasing life expectancy and given the challenges of
financing a secure pensions system, there is real interest in people working
longer — a rise in employment rates among older people could be one way to
reduce the pressure on public spending. Therefore the determinants of staying
in work beyond current state pension age are of great relevance.

Working still

Despite the fact that the 2008-09 data were collected during a recession,
unemployment remains low among study participants. In fact, employment
rates increased from 2002-03 to 2008-09 at ages 55-69, with the increase
particularly evident for part-time working.

Although there have been increases in employment rates across all wealth
groups, the employment rate among the poorest 20% remains lower than that
in the higher wealth quintiles.

Working, retiring and state pension age

Retiring before the state pension age is more common among those who are in poor
health, in the higher wealth quintiles or have defined benefit private pensions. It is
less common among those with outstanding financial commitments in the form of
mortgages and those who have a partner in work.

Working beyond the state pension age is linked to a higher level of education, good
health and having a partner in work.

Work disability

There has been a decline in the prevalence of work disability between 2004-05 and
2008-09 and an increase in the propensity to work with a disability, among men.
One-in-four individuals aged between 50 and 69 reported having a work disability in
2008-09, of whom one-in-four were in work. The prevalence of work disability
increases with age, as does the likelihood of not being in paid work among those with
a work disability.

Work disability is more prevalent among individuals with lower levels of education
and lower wealth.

Not all individuals who report being work disabled are in receipt of disability-related
benefits. Forty per cent of those with work disability in 2008—09 receive one of a
number of disability-related benefits. Receipt of disability-related benefits was less
common among those with higher levels of education and higher levels of wealth.

Disability and care

Evidence on physical disability rates and trends in disability rates among older
people is mixed. In the US, there has been the clear suggestion that, among
older people, physical disability rates have been declining. Recent evidence
indicates that this trend in disability reduction may have stopped, at least in
those aged less than 70 (Seeman et al., 2010). There has been less study of this
issue in Britain but the fourth wave of ELSA presents an opportunity to
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examine trends for the first time using both objective and subjective measures
of physical functioning and disability.

Analysis by birth cohort suggests very little change in the prevalence of
disability between birth cohorts. Longitudinal analysis of objective physical
functioning (captured by walking speed) over the four waves of the study
showed a marked improvement between 2002-03 and 2004-05 but a
subsequent significant decline by 2008—09. Although health conditions and
socioeconomic factors are an important influence on levels of walking speed,
intriguingly they did not explain the improvement or subsequent decline in
walking speed.

The 2008—09 ELSA data collection also includes information on receipt of
help with physical limitations. In the over-80 age group, 81% of men have at
least one physical limitation and over 50% receive help with this. The
corresponding figures for women show the prevalence of disability and receipt
of help to be higher among women. At age 80+, 89% have a limitation, of
whom 62% receive help.

Types of care and quality of life

One question addressed in this report is whether people receiving different
types of help and care have different outcomes. Comparisons were made
among four groups: those receiving no care, those receiving informal care,
those receiving paid care and those receiving state-provided care. Allowing for
differences in wealth and health conditions between these groups, there is no
evidence that state care is associated with reduced quality of life compared
with other forms of care.

Giving help and care

Both the giving and receiving of care have their costs. Analysis of 2008—09
data indicates that the provision of care is not evenly borne across gender and
socioeconomic groups.

Across many forms of help and care, women are more involved in providing
than are men. Women are more likely than men to keep in touch with someone
who cannot get about, to run errands such as shopping and to provide personal
care. Women are also more likely to have provided active care in the last week
for a parent/parent-in-law or grandchild. However, men aged 75 and over are
more likely to be caring for their partner or spouse than women of the same
age.

A meaningful way to measure the burden of caring is hours spent per week.
The differences are marked. Those in the most deprived areas are spending 31
hours more per week than those in the wealthiest areas. Hours spent caring
increase steadily with age so that compared with people aged 50-64, people
age 75+ are spending 41 hours more a week caring, mainly for a partner or
spouse. Compared with people not providing any active care in the last week,
quality of life is lower for those who provide care for their partner, adjusted
for age, sex, wealth, area deprivation and self-rated health. However, caring
for grandchildren is associated with a higher quality of life.
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Health and well-being

A special feature of ELSA, which has made it a leader among
multidisciplinary studies of ageing, has been the inclusion of biomarkers along
with the richness of social, economic and other health data. Therefore, as well
as ELSA documenting social gradients in health, it can contribute to
understanding the biology of disadvantage which, in turn, helps with
understanding causal pathways from social circumstances to health and illness.

Increases in weight and waist

In line with international concerns over the obesity epidemic, respondents who
were present in both 2004-05 and 2008-09 had marked increases in body
mass index (higher levels indicating greater obesity) and in waist
circumference (higher levels indicating greater central obesity). Sedentary
behaviour also increased over the same period.

Social gradients in health and risks to health

There is a clear social gradient in several health indicators and behavioural
determinants of health in 2008-09, with less wealthy participants having poor
outcomes for overweight and obesity, central obesity (that is, excess weight
distributed around the waist, captured by waist circumference, for example), smoking,
low levels of physical activity, eating fewer than five portions of fruit and vegetables
a day, hypertension and diabetes. In contrast, alcohol consumption does not show the
same gradient. The proportion of participants drinking above recommended limits of
alcohol is higher among the more wealthy, although these analyses do not focus
specifically on alcohol-associated harm.

A social gradient in biological indicators of health and illness (known as biomarkers)
is also seen, with those in the less wealthy quintiles having low HDL cholesterol (low
HDL is associated with increased risk of coronary heart disease), low IGF-I and low
DHEAS (higher levels of these two biomarkers are thought to be associated with
improved health and well-being). These biomarkers are also related to better
cognitive function. The positive association between wealth and these biomarkers
offers a possibility of examining biological pathways underlying socioeconomic
inequalities in health conditions in future work. Behavioural and social factors are
implicated in determining these biomarkers. For example, analyses of 2008—09 data
show that high levels of physical activity and low levels of social isolation are
associated with higher levels of DHEAS.

Sleep

Sleep deprivation and problems with sleep have considerable economic
ramifications. Disturbed sleep is also linked to several health conditions and
poorer quality of life. For these reasons, medical research is turning attention
towards sleep quality and duration. Information on sleep was collected for the
first time in ELSA in 2008—09. Between 5 and 8 hours of sleep per night is
seen as normal and both more and less sleep than this on a regular basis may
be indicative of poor sleep. Compared with men, women are more likely to
sleep for 5 hours or fewer and are also more likely to sleep for 8 hours or
more. Men consistently rate their quality of sleep higher than women.
Participants in the higher quintiles of wealth are less likely to report 5 or fewer
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hours’ sleep and less likely to report 8 or more hours’ sleep per night and are
more likely to report better quality of sleep.

People who sleep for 5 or fewer hours per night or for 8 or more hours are
more likely to report poor general health. Those who reported poor general
health also tended to report poorer quality of sleep. People who have
cardiovascular disease, or other chronic disease, are more likely to sleep for 5
hours or fewer or 8 or more hours per night, and are more likely to report
poor-quality sleep. Poorer cognitive function was also associated with poorer
sleep quality. A relationship between sleep duration and poor health or
cognition is compatible with the causal link being in either or both directions.
Data collection from future waves of ELSA, and other longitudinal studies,
will allow determination of which comes first.

Well-being

Well-being is relevant to physical and mental health, social relationships,
work, and resource distribution. As one example of the interest in well-being,
there has been a move from within economics to emphasise that economic
indicators, such as gross domestic product, may not be the best measure of
societal progress (Layard, 2006). A measure of well-being might serve this
purpose better; indeed one of the aims of public policy is to promote the
subjective well-being of the population (HM Government, 2009; Dolan and
White, 2007). In this report, well-being has been measured in four ways:
depression, life satisfaction, quality of life and loneliness. These indicators of
well-being were investigated in relation to gender, age, wealth, social support,
physical functioning and health.

Depressive symptoms and loneliness rise with age, particularly among women,
while quality of life decreases. However, life satisfaction is greater in men
aged 65 and older than in younger men. This may be an age effect, or result
from improvements in life satisfaction after retirement. Women aged 75 and
older have particularly poor well-being, with high rates of depressive
symptoms, low life satisfaction, poor quality of life and high ratings of
loneliness. Wealth is associated with all aspects of well-being. More affluent
individuals have fewer depressive symptoms, greater life satisfaction, better
quality of life and lower levels of loneliness. Another important correlate of
well-being is health and the ability to perform everyday activities. Those who
were limited in their activities had poorer well-being for all four indicators,
irrespective of age.

Levels of well-being were positively associated with the number of close
personal relationships. High level of positive support from partner was
associated with lower prevalence of depressive symptoms and higher mean
life satisfaction and quality of life.

Health and social engagement among the
oldest old

By the time of the 2008—09 data collection, there were sufficient numbers of
ELSA members aged 80 and over (which we use to define the oldest old in
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this report) to begin to explore their health and social characteristics in more
detail. Rates of activity limitations are substantial in this age group and 35% of
those who had survived to 80 years by 2008—09 had experienced an increase in
severity of limitations since the start of the study in 2002-03. Almost 13% had
developed significant symptoms of depression by 2008-09. Over 53%
experienced a sizeable decrease in quality of life over the period, although
10% experienced a sizeable improvement. Despite these notable health
difficulties, levels of engagement in social activities remained high. Around
10% took up membership in an organisation (such as political, environmental,
religious and charitable groups) and over 50% were still members of at least
one organisation in 2008—09. Contact with children, other family and friends
also remained stable for the great majority of ELSA members between 2002-
03 and 2008-09.

Methodology

Chapter 10 gives information on the fieldwork methods, response rates and
content of the ELSA interview. A brief summary of the design is given here.
The original ELSA sample was drawn from households previously responding
to the Health Survey for England (HSE) in the years 1998, 1999 and 2001
(Marmot et al., 2003). Individuals were eligible for interview if they were born
before 1 March 1952, had been living in a responding HSE household and
were, at the time of the ELSA 2002-03 interview, still living in a private
residential address in England. In addition, partners under the age of 50 years,
and new partners who had moved into the household since HSE, were also
given a full interview. All those who were recruited for the first wave or have
since become partners of such people are known as Cohort 1.

In the second wave, which took place between June 2004 and July 2005, the
core members and their partners were eligible for further interview, provided
they had not refused any further contact after the first interview. In the third
wave, the aim was to supplement the original cohort with people born between
1 March 1952 and 29 February 1956 so that the ELSA sample would again
cover people aged 50 and over. The sources for the new recruits were the
2001-04 HSE years. As before, people were eligible if they had been living in
a responding HSE household and were, at the time of the ELSA 2006-07
interview, still living in a private residential address in England. Partners were
also interviewed. The fourth wave of ELSA took place between 2008 and
2009 and supplemented the original cohort with a refreshment sample of HSE
respondents born between 1 March 1933 and before 29 February 1958, taken
from HSE 2006.

Core members are represented by people eligible from HSE who took part in
ELSA wave 1 (2002-03) plus the refreshment samples added in wave 3
(200607) and wave 4 (2008—09). The analyses contained in this report are
predominantly based on data provided by the core members only.

In all waves of the study, there was a face-to-face interview and a self-
completion form. In 2004-05 and 2008-09, there was also a nurse visit. Broad
topics covered in every wave include household composition, employment and
pension details, housing circumstances, income and wealth, self-reported
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diseases and symptoms, tests of cognitive performance and of gait speed,
health behaviours, social contacts and selected activities, and a measure of
quality of life. The 2008—09 interview included some additional questions on
sleep patterns, women’s health, monetary gifts and transfers including Child
Trust Funds and use of respite care. Some questions were also reintroduced
from previous waves such as questions that test the respondent’s numeracy
(reintroduced from wave 1) and questions relating to spending on leisure
activities (reintroduced from wave 2). The nurse visit carried out in wave 4
allowed collection of further objective biomedical and physical performance
measures for the core sample members. These measures included: blood
pressure, grip strength, blood samples, standing and sitting height, weight,
waist and hip measurement, lung function, balance, leg raises, chair rises and
saliva samples to measure levels of cortisol.

The ELSA data are deposited in the Economic and Social Data Service
Archive (http://www.esds.ac.uk/longitudinal) for use by academics, policymakers
and others with an interest in ageing.

Reporting conventions

The analyses in this report use information from the core members of ELSA.
Cross-sectional analyses based on core members in 2008-09 are used
predominantly as this provides the largest available number of participants
including those recruited to the study for the first time in 2008-09. Proxy
interviews have been excluded, mainly because a much reduced set of
information is available for these people.

Cross-sectional analyses have been weighted so that estimates should reflect
the population of those aged 50 and over in England. The longitudinal weight
available for analyses has been used for most of the more descriptive
longitudinal analyses unless the weighting made no substantive difference.
Both sets of weights are described in Chapter 10.

Statistics in cells with between 30 and 49 observations are indicated by the use
of square brackets. Statistics that would be based on fewer than 30
observations are omitted from the tables; the number eligible is given but a
dash is placed in the cell where the statistic would otherwise be placed.

Future opportunities using ELSA

The next two waves of ELSA will take place in 2010-11 (wave 5) and 2012—
13 (wave 6). The study is continuing to innovate both in survey methodology
and content, with new forms of data collection and new topics being
introduced. The value of ELSA to research and policy increases as the
longitudinal aspect is extended. Ultimately, however, the value of the study
depends on its use by research and policy analysts, and their exploration of
ELSA’s rich multidisciplinary data set.
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The analysis in this chapter shows that:

Employment between the ages of 55 and 69 has been increasing in recent
years. Later cohorts have higher employment rates than their predecessors.

o The increases have generally been largest for those with mid and high
levels of education. A greater proportion of the increase seems to have
come from increases in part-time working than from increases in full-
time working.

Working past the state pension age is significantly more prevalent in later
cohorts, even after controlling for other observable characteristics.

o Those with high levels of education, those who are in good health and
those whose partner is working (if applicable) are significantly more
likely to be in work after their state pension age.

The proportion of individuals aged between 55 and 69 who are not in
employment has decreased and the distribution of their self-reported
activity has changed over time.

o Among women, there has been a decline in the proportion reporting
looking after their home or family and an increase in the proportion
reporting being retired.

o Among men, the decline in inactivity seems largely to reflect a decline
in the proportion reporting themselves to be sick or disabled.

There has been a decline in the prevalence of work disability among men
between 2004-05 and 2008-09 and an increase in the propensity to work
for men with a work disability.

o Work disability is more prevalent among individuals with lower levels
of education, those with lower wealth and older people.

o The likelihood of being in paid work among those with a disability
decreases with age and is lowest in the lowest wealth quintile.

Later cohorts have higher expectations of being in work in future than their
predecessors. The increases are larger for some groups than others —
notably, they are larger for women in good health and among people aged
55 and over who are currently in work.

o Not everyone who expects to be in work at a future age expects to be
working full-time. If expectations in 2008-09 of future full-time
working were borne out, this would result in an increase in full-time
employment rates, particularly for women.
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e Knowledge of the change to the female state pension age from 60 to 65
(which began in April 2010) remains low among those women who will be
affected, although there is some evidence of improving knowledge
between 2006—07 and 2008-09.

Introduction

With life expectancies increasing and the size of the pensioner population
projected to grow rapidly over the next few decades,’' government spending on
older people is forecast to rise significantly.” One of the key margins on which
individual behaviour could adjust to reduce this cost would be for individuals
to work longer.

A huge variety of factors affect individuals’ attitudes to working, whether or
not they choose to work or are able to work at older ages and, if they are not
working, what they are doing instead. If policymakers wish to increase
workforce participation, the appropriate policy prescription could vary
enormously for different groups of people depending on why they are not
currently working. ELSA provides a rich source of information on various
aspects of individuals’ circumstances that could impact on their labour force
participation decision — such as qualifications, previous employment, financial
resources, health, disability, family circumstances and expectations of the
future. Furthermore, ELSA allows us to follow people over time to look at
when and how they change their employment patterns as they age and how
employment patterns change between cohorts. This chapter provides some
initial analysis of patterns of employment (and inactivity) across the first four
waves of ELSA. It is important to note that the data collection period for wave
4 in 2008-09 coincided with a period of economic downturn, which will have
affected the distributions of many of the measures collected. This is discussed
further below. However, the analysis presented here is far from exhaustive and
further evidence from, for example, the ELSA life-history interviews or the
linked administrative data could be used to produce an even richer picture of
later-life work outcomes.’

Section 2.2 describes the analytical methods used in this chapter. Section 2.3
presents evidence from ELSA on how cross-sectional employment rates
amongst those aged 50 and over in 2008-09 compare with what was observed
amongst those who were aged 50 and over in 2002-03, and whether any
difference still exists once other individual characteristics have been controlled

'See, for example, Office for National Statistics (2009).

"Department for Work and Pensions, Pensioner Benefit Expenditure Projections,
http://research.dwp.gov.uk/asd/asd4/LT3.xls.

’ELSA respondents have been asked for permission to link to their National Insurance (NI)
records and Department for Work and Pensions (DWP) benefit records. The link to NI
records, for those who gave permission, has now been completed. These data contain a wealth
of information on individual earnings and employment histories since 1975 and more limited
information on employment between 1948 and 1974. Researchers wishing to make use of
these data should apply to the ELSA Linked Data Access Committee for permission.
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for." Section 2.4 conducts a similar exercise for rates of labour market
inactivity and, in particular, self-reported retirement. One form of non-work
activity that is particularly prevalent among individuals in their fifties and
sixties is reported disability. Therefore Section 2.5 examines the prevalence of
work disability and the factors associated with it.

Section 2.6 looks at the transitions of older individuals out of the full-time
labour market, and whether or not individuals ‘phase’ their withdrawal
through a period of part-time work, while Section 2.7 presents evidence of
individuals’ expectations of working, and of working full-time, in the future.

An important factor affecting many individuals’ decisions of whether or not to
continue working is the state pension — crucially, at what age it can be claimed
and how much it will be worth. This is one area where policy has been
changed in a way that will affect the cohort of individuals who were aged over
50 in 2008-09. In particular, questions were included in the 2008—-09 ELSA
survey to examine knowledge of the change in the state pension age (SPA) for
women, which is being increased from 60 to 65 between 2010 and 2020, and
the rules surrounding deferral of state pension income, which were made more
generous in 2005. Section 2.8 investigates how much women know about their
own SPA, while Section 2.9 takes a first look at the data available in ELSA on
the take-up of the option to defer claiming the state pension. Section 2.10
draws some conclusions.

The policy environment is constantly changing and some policies that were
implemented by previous governments and in place at the time of the
fieldwork in 2008-09 are under review by the new coalition government. All
the evidence presented here should be interpreted in the context of the policies
in place (and the ongoing debate about further policy reforms) at the time the
survey was conducted.

Methods

2.2.1 Sample

The complete ELSA sample consists of people from three different cohorts:
(a) the original ELSA sample that was drawn in 2002—03 and consisted of
people then aged 50 or older; (b) the refreshment sample that was added to
ELSA in 2006—07 and consisted of people then aged 50 to 53 years; and (c) a
new sample that was added to ELSA in 2008-09 and comprised people aged
50 to 75 years. The analyses presented in this chapter use all core members
from each of the sample cohorts’ for whom the relevant information (for
example, responses to particular questions within a given wave, or responses
to the same sets of questions in successive waves) was available. The samples
used in regression analysis are clearly stated in the notes to each table. Since
there has been some attrition from the study, the numbers in the longitudinal

*We present here figures for all types of employment, without separately presenting figures for
rates of self-employment. Self-employment at older ages, and the part it may play in allowing
a phased retirement, is undoubtedly an interesting topic, but it is one that we do not attempt to
address here.

3‘Core members’ are defined in Chapter 10.
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analysis are smaller than those in the cross-sectional samples. A weighting
factor to correct for non-response is used in all the analysis.

2.2.2 Outcomes of interest and classificatory measures
Working and not working

We define individuals as working if they reported, when interviewed, having
been engaged in any paid employment or self-employment in the last month.

We define individuals as ‘inactive’ if they reported that they have not engaged
in any form of employment or self-employment in the month prior to
interview. In other words, we include both those individuals normally defined
as economically inactive and those who are unemployed.

Full-time and part-time work

We define full-time work as working 35 hours or more per week, while part-
time is defined as working less than 35 hours a week. This definition is used in
order to be consistent with the questions asked in ELSA about expectations of
future work patterns, which are analysed in Section 2.7. These questions ask
respondents what the chances are that they will be working at all after a
particular age and what the chances are that they will be working at least 35
hours a week at this point.

Categories of inactivity

Those individuals who reported not having done any paid work in the month
prior to interview are further subdivided into groups based on the individual’s
response to a question about their current activity. We look specifically at four
groups: unemployed, retired, looking after home or family, and permanently
sick or disabled. We also include in the ‘retired’ category those individuals
who defined themselves as ‘semi-retired’. The small residual group is those
who reported some other form of activity when asked — for example, being
‘employed’ or ‘self-employed’ (despite not having done any paid work in the
past month) or some other self-defined category.

Work disability

In Section 2.5, we define as ‘work disabled’ (or as ‘having a work disability’)
those individuals who responded in the affirmative when asked: ‘Do you have
any health problem or disability that limits the kind or amount of paid work
you could do, should you want to?’. This question was asked both of ELSA
respondents who were working and of those who were not working in 2004—
05, 2006—07 and 2008-09.

Marital status

Some of the analysis in this chapter exploits information about respondents’
current and previous marital status. In particular, individuals are divided into
three groups: those who are currently single (i.e. not cohabiting) and have
never been married (or in a civil partnership); those who are currently married,
in a civil partnership or cohabiting; and those who are currently single (i.e. not
cohabiting) but were previously married or in a civil partnership (that is, they
are now separated, divorced or widowed, or their civil partnership has been
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dissolved). These groups are referred to in the tables of regression results as
‘single, never married’, ‘couple’ and ‘previously married’, respectively.

Education

Education level is defined using the self-reported age of first leaving full-time
education. Individuals are grouped into three categories: those who left at or
before the compulsory school-leaving (CSL) age that applied in the UK to
their cohort (referred to in this chapter as ‘low’ education), those leaving
school after CSL age but before age 19 (referred to as ‘mid’ education) and
those leaving at or after age 19 (referred to as ‘high’ education). Those who
did not know or refused to report the age at which they left full-time education
are classified as low education; those who reported still being in full-time
education are excluded from all analysis in this chapter where education is
used.

Wealth

The measure of wealth used throughout this chapter is benefit unit net non-
pension wealth. This includes all wealth held by an individual (and, where
applicable, their partner) in financial assets, property, other physical assets and
the assets of any business they own. It is measured net of any outstanding
secured or unsecured debts, including mortgages. This measure of wealth
excludes wealth held in private pensions or implicit in state pension
entitlements. The wealth quintiles for each wave used in this chapter are
calculated by dividing respondents to ELSA into five groups, from the lowest
wealth to the highest wealth — no attempt is made to equivalise wealth for the
number of individuals in the benefit unit when defining the quintiles. Further
detail is provided in the ELSA Financial Derived Variables User Guide.®

Housing tenure

The housing tenure of the benefit unit (i.e. single person or couple, as
applicable) is defined as ‘renter’ if the benefit unit rents its accommodation or
lives rent-free in a property it does not own, ‘mortgage’ if the benefit unit has
a mortgage outstanding on its main residence, and ‘own outright’ if the benefit
unit lives in a property that it owns without a mortgage.

Private pension status

The private pension indicators used throughout this chapter show whether
individuals have a private pension of any type — that is, one to which they
currently contribute, one to which they do not contribute but from which they
are not yet drawing an income, or one from which they are already receiving
an income. We further distinguish between whether these pensions are defined
benefit (DB) or defined contribution (DC). Due to the nature of the questions
asked, for 2002-03 and 2004—-05 we do not have full information about the
split between DB and DC for some past pensions; where information was not
available, these pensions have been classified as ‘other’.

®Available at http://www.ifs.org.uk/elsa/documentation.php.
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Receipt of disability-related benefits

Section 2.5 presents some analysis of the number of individuals receiving
disability-related state benefits. A variety of disability-related benefits are
available in the UK. In particular, respondents to ELSA were asked about
receipt of Incapacity Benefit (IB),” Severe Disablement Allowance, Statutory
Sick Pay, Attendance Allowance, Disability Living Allowance, Industrial
Injuries Disablement Benefit and War Disablement Pension. Respondents are
classified as receiving a disability-related benefit if they reported having
received any of the aforementioned benefits in the last year. IB was only
available to those aged under the SPA; the other benefits are open to everyone
who meets certain health (and, in some cases, income) criteria.

Health: long-standing illness

The first measure of health used in this chapter is whether or not individuals
reported having a long-standing illness or disability (‘long-standing illness’),
and whether or not individuals reported having a long-standing illness or
disability that limited their activities in some way (‘limiting long-standing
illness’).

Health: self-reported general health

The second measure of health used in this chapter is self-reported general
health status. In 2002-03, 2004—05 and 200809, respondents were asked how
their health was on a five-point scale: excellent, very good, good, fair or poor.
In the analysis in Section 2.7, we split respondents into two broad groups:
those who reported excellent, very good or good health, and those who
reported fair or poor health.

Region

The regional indicators used throughout this chapter divide England into nine
regions: North East, North West, Yorkshire and the Humber, East Midlands,
West Midlands, East of England, London, South East, and South West.® The
small number of households in the ELSA sample who live outside England (in
either Scotland or Wales) are excluded from the analyses in this chapter where
region is used.

2.2.3 Analysis

This chapter presents three types of analysis: (a) comparing the cross-sectional
distributions of outcomes of interest in some or all of the four waves of ELSA;
(b) looking at changes in behaviour between two consecutive waves of the
survey; and (c) looking at longer-term patterns of changes across up to four
waves of the survey.

"Incapacity Benefit was replaced by Employment Support Allowance (ESA) in October 2008,
during the ELSA wave 4 fieldwork period.

*For a map of the nine English regions, see http://www.statistics.gov.uk/hub/regional-
statistics/england/index.html.
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Cross-sectional analysis

The majority of the analysis presented in this chapter compares the cross-
sectional distributions of various outcomes of interest (such as current
employment, expectations of future employment, having a health condition
that limits one’s ability to work, and knowledge of policy changes) in some or
all of the survey years (2002-03, 2004-05, 2006-07 and 2008-09). Groups are
defined in each wave based on their characteristics at the time of interview.

The aim of these cross-sectional comparisons is to explore whether there have
been any time or cohort effects on the behaviour or expectations of middle-
aged and older people in England. There are a number of reasons to expect
that there would be such differences. For example, later cohorts of women
have had (on average) greater labour market attachment during their lifetimes
and so we might expect their employment at older ages to be different from
that of earlier cohorts of women who had lower labour market attachment (i.e.
a cohort effect). Also, the recession of 2008 and 2009 may have had an effect
on employment rates across all age groups (i.e. a time effect). As with all
analysis of this type, we cannot — without further assumptions — identify from
the data whether differences between the employment patterns of individuals
of a particular age at different points in time are due to cohort effects or to
time effects.

We present both univariate and multivariate cross-sectional analysis. The
multivariate analysis in Sections 2.3.2, 2.4.2, 2.5.2, 2.6.2, 2.6.3 and 2.8.2
estimates logistic regressions of dichotomous outcomes on various observed
characteristics, using pooled cross-sections; the standard errors are estimated
allowing for correlation at the individual level to account for the fact that
many individuals are observed in more than one wave of data. The same
reference group is chosen for each regression and is based on those
characteristics that are most prevalent in the whole sample. The exceptions
are: wealth quintile, where the middle quintile is used as the reference group;
sex and age, where the reference group chosen depends on the analysis being
conducted; and marital status, where ‘single, never married’ is used as the
reference group as we want to highlight in our analysis the additional
association of various outcomes with specific characteristics of a partner (such
as having a partner who is working). The reference group is indicated in each
of the relevant tables.

Using the panel: changes in employment status between consecutive waves

In parallel with this cross-sectional analysis, Section 2.6 presents analysis of
changes in employment status between consecutive waves of data (i.e. 2002—
03 to 2004-05, 200405 to 200607 and 2006—07 to 2008—09) and Section 2.8
presents evidence on how knowledge of changes to the female SPA changed
between 2006—07 and 2008—09 for individual women who were interviewed in
both waves. The aim in Section 2.6 is to examine the baseline characteristics
associated with different patterns of subsequent withdrawal from paid work.
Characteristics are defined on the basis of observed characteristics in the
period before the transition — for example, age in 2006-07 if we are examining
change in employment between 200607 and 2008-09.
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Using the panel: changes in reported work disablement over a six-year
period

Finally, Section 2.5.3 uses the subsample of people who were interviewed in
each of waves 2 to 4, i.e. in 2004—05, 200607 and 2008—09. Individuals are
classified into groups based on their responses in three consecutive waves of
interview to a question about whether they had any health problem or
disability that limited the kind or amount of work they could do. The aim is to
examine how common it is to answer differently to this question in
consecutive waves of the survey.

Throughout this chapter, F-tests and Wald tests have been used to assess the
statistical significance of the observed differences. Where regression results
are presented in the chapter, statistical significance at the 0.1%, 1% and 5%
levels is indicated by I,  and *, respectively. Differences referred to in the
text are all significant at no less than the 5% level. All results are weighted for
non-response. The weighting strategy is discussed in Chapter 10. The detailed
data underlying the figures presented here, plus further descriptive statistics,
are available in the appendix to this chapter.

Employment among older individuals

Employment rates of men aged 50 and over fell significantly between the
1970s and the mid-1990s; since then, employment rates of older men have
started to increase but they remain below the levels seen in the 1970s, despite
the fact that life expectancies have increased, on average health has improved
and j019)s are now generally less physically demanding than they were in the
1970s.

Section 2.3.1 describes the employment rates of individuals aged 50 and over
in 2008-09, and compares these with the employment rates observed in 2002—
03. We show that employment rates increased between 2002—03 and 2008—09
in ELSA, in common with the findings from other surveys (such as the Labour
Force Survey). Employment differences by various individual characteristics
are considered, and a distinction is made between employment in full-time and
part-time work. Section 2.3.2 then goes on to consider the characteristics that
are assocliated with individuals working beyond their SPA and whether there
has been a statistically significant increase in the probability of working after
SPA between 2002-03 and 2008—09 once we control for a number of other
observed differences in characteristics.

2.3.1 Cohort differences in employment

Comparing employment rates among individuals with a certain characteristic
(such as age, education or region of residence) in 2002-03 with employment
rates among individuals with the same characteristic in 2008—-09 allows us to
examine whether there are any differences in employment rates across cohorts

’Employment rates since the 1970s come from the Labour Force Survey.
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Figure 2.1. Employment rates among men (full-time and part-time) by
age, 2002-03 and 2008-09
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Notes: Excludes individuals who did not report their hours of work. Underlying statistics and
sample sizes are shown in Table 2A.1.

Figure 2.2. Employment rates among women (full-time and part-time) by
age, 2002-03 and 2008-09
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Notes: Excludes individuals who did not report their hours of work. Underlying statistics and
sample sizes are shown in Table 2A.1.
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born at different points in time. The 2002—03 and 2008—09 ELSA data suggest
that there has been an increase in employment rates among older individuals in
recent years. Figures 2.1 and 2.2 compare employment rates for men and
women (respectively) in 2002-03 and 2008-09; the data underlying these
figures are shown in Table 2A.1. While employment rates of individuals aged
50-54 and over 70 changed little over this six-year period, there was a
statistically significant increase in employment rates among individuals aged
between 55 and 69. The increase in employment was larger in most age groups
for men than for women; the exception is for the 55-59 age group, for whom
the increase in employment rates was slightly larger for women.

Rates of both full-time and part-time work increased for both men and women
aged between 55 and 69 between 2002-03 and 2008—09. However, the
percentage point increase in part-time working was generally larger than the
percentage point increase in full-time working. For example, Figure 2.1 shows
that, while the full-time employment rate for men aged 55-59 increased from
63.6% in 2002-03 to 65.0% in 2008-09 (i.e. an increase of 1.4 percentage
points), the part-time employment rate increased by 3.1 percentage points.

Table 2A.2 shows employment in full-time and part-time work in 2002-03
and 200809 by age and education. Figure 2.3 shows the full-time and part-
time employment rates in 2008-09 of individuals with a particular level of
education at each age. Within each of the two cohorts, employment rates are
higher among individuals with higher levels of education.

Figure 2.3. Employment rates (full-time and part-time) by education level
and age, 2008-09
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Figure 2.4. Employment rates (full-time and part-time): by wealth
quintile and age, 2008-09
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Notes: Excludes individuals who did not report their hours of work or for whom it was not

possible to calculate a comprehensive measure of wealth. Underlying statistics and sample
sizes are shown in Table 2A.3.

Figure 2.4 shows that, among those aged under 65, employment was highest in
the middle wealth quintile and the second highest quintile, and lowest in the
poorest wealth quintile. However, employment rates above age 65 were
highest for those with the highest levels of wealth. These patterns were also
true in 2002-03 (Table 2A.3). Looking at the changes in employment rates
between 2002-03 and 2008-09, on average, the employment rates of

individuals aged between 55 and 69 in all wealth quintiles increased over this
period.

The level of employment at older ages also varied by region, as shown in
Table 2A.4. Employment rates among men and women aged 50 and over were
much lower in the North East and North West, for example, than they were in
the East of England and the South East.'” Furthermore, the overall increases in
employment between 2002-03 and 2008—09 — shown in Figures 2.1 and 2.2 —
did not arise from equal increases in employment in all regions. For example,
employment among individuals aged 55 to 69 living in Yorkshire and the
Humber was much higher in 2008—09 than in 2002-03, whilst employment in
London and the East of England was only slightly (and not statistically
significantly) higher in 2008-09 than in 2002-03.

'"The patterns of employment by region among this older group are similar to those among all
working-age adults, with the exception that the employment rates seen among older people in
the North East and South West are lower relative to the England-wide average than among all
working-age adults (Office for National Statistics, 2010).
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2.3.2 Who works beyond the SPA?

We typically observe a large fall in employment rates between individuals
aged just below the SPA and those aged just over the SPA — this was shown
(cross-sectionally) for 2002—-03 and 2008-09 in Figures 2.1 and 2.2. There are
likely to be a number of social and financial factors underlying this pattern.
The SPA has been 60 for women and 65 for men since the end of the Second
World War. It is, therefore, likely to provide a strong signal to individuals that
this is the age at which to retire. Furthermore, many employers have also
tended to encourage (or force) individuals to retire at around these ages.'' At
the SPA, individuals also (provided they have adequate contribution records)
become eligible to receive a state pension income; individuals who are credit-
constrained may not be able to afford to retire before they become eligible for
their state pension income, even if they would like to. Many employer-
provided pension schemes also have normal retirement ages of 60 or 65, which
provide incentives to retire at these ages. This combination of social and
financial factors provides strong incentives for individuals to quit work at this
point.

This subsection looks specifically at employment among those aged over the
SPA and below 75 (that is, women aged 60 to 74 and men aged 65 to 74) and
at the characteristics that are associated with being more or less likely to still
be working at these ages. We focus on individuals aged under 75 since
employment rates drop off rapidly after age 75 (as was seen in Figures 2.1 and
2.2). Subsection 2.4.2 below examines the factors associated with being
‘retired’ before the SPA.

Knowing what characteristics are important is useful for assessing which
policies may be effective at encouraging individuals to remain in work at older
ages. The previous government had a stated objective of increasing
employment among individuals aged 50 to 69 (i.e. not just among those aged
under the SPA) and the new coalition government has said that it will review
bringing forward the increase in the state pension age to 66, which is currently
scheduled to happen from April 2024."

Pooling the four waves of ELSA data collected so far allows us to exploit a
large sample of observations of individuals older than the SPA in order to
examine the characteristics associated with whether or not they choose to
work. Table 2.1 presents the results from a logistic regression of the
characteristics associated with working for individuals aged between the SPA
and 74 in each of the waves of the ELSA data."’ Indicators are included for

"Prior to 2006, employers were allowed to discriminate on the basis of age — allowing them to
force older workers out of their jobs — but since the Employment Equality (Age) Regulations
2006, employers have only been able to set mandatory retirement ages at or above age 65
(unless they can objectively justify a lower age). The ability of employers to require
individuals aged 65 or over to retire has been highly controversial and HM Government
(2010) states that the government will ‘phase out the default retirement age’.

”See  Public  Service Agreement (PSA) 17 (http://www.dwp.gov.uk/policy/ageing-
society/evaluating-progress/public-service-agreement-17) and HM Government (2010).

3Standard errors are clustered at the individual level.
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Table 2.1. Multivariate analysis of factors associated with working
beyond the SPA

Odds ratio p-value
Men 65-69 reference
Men 70-74 0.564% <0.001
Women 60-64 2.529% 0.010
Women 65-69 0.929 0.839
Women 70-74 0.3637 0.006
Single, never married reference
Previously married man 1.240 0.491
Previously married woman 1.453 0.136
Man in couple: partner under SPA and working 2.554* 0.012
Man in couple: partner under SPA and not working 0.718 0.433
Man in couple: partner over SPA and working 3.837% <0.001
Man in couple: partner over SPA and not working 0.628 0.182
Woman in couple: partner under SPA and working 1.637 0.124
Woman in couple: partner under SPA and not working 0.488 0.032
Woman in couple: partner over SPA and working 2.441% 0.007
Woman in couple: partner over SPA and not working 0.438 0.011
Low education reference
Mid education 1.151 0.093
High education 1.430F 0.003
Own outright reference
Mortgage 1.870% <0.001
Renter 1.447 0.063
Poorest wealth quintile 0.638* 0.024
Wealth quintile 2 0.868 0.159
Wealth quintile 3 reference
Wealth quintile 4 1.001 0.990
Richest wealth quintile 0.965 0.723
No private pension reference
Private DB pension 1.117 0.269
Private DC pension 1.637% <0.001
Private ‘other’ pension 1.062 0.617
No long-standing illness reference
Long-standing illness (not limiting) 0.788% 0.001
Long-standing illness (limiting) 0.336% <0.001
Partner has no long-standing illness reference
Partner has non-limiting long-standing illness 1.172 0.073
Partner has limiting long-standing illness 1.242% 0.020
North East 0.526% 0.001
North West 0.638+ 0.001
Yorkshire and the Humber 0.757 0.053
East Midlands 0.968 0.823
West Midlands 0.802 0.129
East of England 1.018 0.889
London 0.970 0.827
South East reference
South West 0.843 0.201
Wave 1 (2002-03) reference
Wave 2 (2004-05) 1.009 0.870
Wave 3 (2006-07) 1.033 0.629
Wave 4 (2008-09) 1.189* 0.011

Notes: See next page.
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Notes to Table 2.1: Sample size = 13,542. Sample is all individuals aged between SPA and 74.
The dependent variable equals 1 if the individual was in work. Where the individual’s sex is
referred to in the table, this is the sex of the respondent (rather than that of their partner).
Standard errors are clustered at the individual level. * indicates that an odds ratio is
statistically significantly different from 1 at the 5% level (1 and & indicate significance at the
1% and 0.1% levels, respectively).

which wave of the ELSA data an individual was observed in. The other
variables controlled for in this analysis are indicators of age and sex,
education, wealth quintiles, housing tenure, broad health status, private
pension membership, partner’s work status and health status (where
applicable), whether the individual had previously had a partner and region of
residence. (More detail on the definitions of the regressors used is provided in
Section 2.2.)

Table 2.1 reports the odds ratio for being in work beyond the SPA, where the
odds (or probability) of being in work are expressed relative to the odds for the
reference group — the reference group is indicated in the table. An odds ratio of
1 indicates that the predicted probability of being in work is the same for the
two groups in question. Odds ratios that are statistically significantly different
from 1 at the 5%, 1% and 0.1% significance levels are indicated in Table 2.1
by *, 1 and i respectively. As an example, taking the figures in the second row
of Table 2.1 tells us that men aged 70 to 74 were only 56.4% (or just over half)
as likely to be in paid work as men aged 65 to 69, other things being equal;
this odds ratio is statistically significantly different from 1 at the 0.1% level.
The p-values are shown in the final column.

Women aged 60-64 are more likely to be in paid work than men or women
aged 65-74, other things being equal. This group of women are more than
twice as likely to be in employment as men aged 65—69. There is no
statistically significant difference in the probability of working between men
and women aged 65-69, after controlling for other differences. The likelihood
of employment decreases with age for each sex, as would be expected.'

Education is highly correlated with the probability of being in work: high-
education individuals are around 40% more likely to be in work than low-
education individuals. Housing tenure is also important; those who still had an
outstanding mortgage on their home were nearly twice as likely still to be
working as those who owned their homes outright.'’

Health seems to be significantly associated with employment outcomes after
the SPA. Individuals who reported having a long-standing illness were much
less likely to be in work, particularly if they considered their illness to be
limiting, while individuals whose partner reported having a limiting long-
standing illness were actually 24% more likely to be in work.

"“This decline in employment rates by age is statistically significant for both men and women.

">The odds for renters are not statistically significantly different from either those for owner-
occupiers or those for mortgagees, once other differences are controlled for.
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For couples, family work status also seems to be very important. Men and
women in couples whose partners worked were more likely than singles to be
Working.16

The odds ratio on the indicator for an individual being observed in 2008-09
shows that (even after controlling for all these other characteristics)
employment after the SPA was nearly 20 per cent higher in 200809 than in
2002-03."7 There was, conversely, no statistically significant increase in post-
SPA employment rates observed in 2004-05 or 2006-07.

Inactivity and retirement at older ages

As described in Section 2.3.1, employment among older individuals declines
with age — particularly around the SPA — but there has been a general increase
in employment rates at older ages between the first and fourth waves of ELSA.
However, those older individuals who are not in employment may not
necessarily consider themselves to be retired and can be out of work for a
variety of reasons. This section therefore examines patterns of ‘inactivity’ at
older ages in ELSA and how these have changed over time. As described in
Section 2.2, we define inactivity here as covering all those who are not
currently in paid work.

The ELSA questionnaire allows individuals to self-report their economic
status. Section 2.4.1 considers the proportion of individuals aged over 50 who
are out of work and reporting each status, and how this proportion has changed
between 2002-03 and 2008-09. Differences in reported status by individual
characteristics are also described. Section 2.4.2 goes on to consider the
characteristics associated with an individual self-reporting being ‘retired’
while still aged less than the SPA.

2.4.1 Cohort differences in inactivity

Figure 2.5 shows the percentage of individuals who were inactive and
reporting each status in 2008-09. More detailed figures for 2002—03 and
2008-09 are shown in Table 2A.5. This subsection discusses each of the self-
reported inactive states in turn — first describing the interesting age patterns
that are evident in the cross-sections, and then describing the changes in the
prevalence of particular states among each age group over time.

"®For men, there is no statistically significant difference (at the 5% level) between the odds
ratio for men whose partner was under the SPA and those whose partner was over the SPA.
For women, the odds ratio is statistically significantly higher (at the 5% level) for women
whose partner was working and aged above the SPA than for those whose partner was
working and aged below the SPA.

"Statistics from the Labour Force Survey (LFS) also suggest that (before controlling for other
characteristics) there was a large increase in the employment rate of men and women aged
above the SPA between 2002-03 and 2008-09. The LFS suggests that 11.7% of all
individuals aged over the SPA were in employment in 2008—09, compared with just 8.6% in
2002-03. In contrast, the employment rate among those aged 16—SPA was virtually the same
in 2008-09 as it was in 2002-03.
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Figure 2.5. Prevalence of inactive states by age and sex, 2008-09
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Note: Underlying statistics and sample sizes are shown in Table 2A.5.

At younger ages, the most prevalent self-reported status among inactive men is
being permanently sick or disabled, while for women it was that they were
looking after their home or family (closely followed by those reporting being
permanently sick or disabled). Inability to work due to ill health is likely to be
one of the major barriers to increasing employment rates at older ages. Section
2.5 therefore examines in more detail the prevalence of and changes in self-
reported work disablement over time using evidence from ELSA between
2004-05 and 2008-09.

The proportion of individuals who self-reported themselves as unemployed
was very small, particularly for women. This was true even in the 2008-09
data, which were collected during a recession. The proportion of individuals
aged under 60 who reported themselves as unemployed was significantly
higher in 2008-09 than in 2002-03 (2.5% compared with 1.8%),'® but the
difference is quantitatively small considering the timing of the 2008—09 survey
and the recession in the UK economy at the time. The group with the highest
prevalence of ‘unemployment’ in the 2008-09 data was men aged 55-59,
among whom 3.8% reported being unemployed, but this still only accounted
for about 17% of the men aged 55-59 who were out of work in 2008-09 (as
Figure 2.5 shows).

"®The significance of the difference was tested by regressing self-reported unemployment in
2002-03 and 2008-09 on a constant and an indicator for being interviewed in 2008—09. The
coefficient on the dummy variable for being interviewed in 2008-09 was statistically
significantly different from zero at the 5% level.
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Around one-in-eight inactive individuals aged 50-54 reported themselves to
be retired in 200809 (figures for men and women combined are shown in
Table 2A.5), and just under one-in-three inactive individuals reported this in
the 55-59 age group. The proportion of the inactive who reported being
retired is substantially higher in the 60—64 age group for both men and
women, despite only women having passed their SPA by this point. For men,
there is a further increase in the proportion of inactive individuals who
reported being retired in the 65—-69 age group, and there is also an increase for
women at this age despite all the women in the previous age group also having
passed their SPA.

A significant proportion of individuals, particularly men, report being retired
before their SPA. This can have potentially important implications for
policymakers attempting to extend the length of working life and is
particularly interesting in light of the forthcoming increases to both the male
and female state pension ages. Retirement before the SPA is therefore
discussed in more detail in Section 2.4.2.

The proportion of individuals reporting being sick or disabled drops off among
older age groups as the proportion reporting themselves as retired rises.
However, the proportion of individuals (mainly women) who reported that
they were looking after their home or family did not fall substantially among
older age groups, and 9.3% of women aged 60 and over reported themselves to
be looking after their home or family rather than being retired.

The proportion of men aged between 50 and 69 who were inactive declined
significantly between 2002-03 and 2008-09 (Table 2A.5)."” Among those
aged 55-64, there was a significant fall in the proportion of men reporting that
they were sick or disabled. For men aged 65-69, there was no significant
change in the proportion reporting being permanently sick but there was a
significant decline in the proportion of men reporting themselves to be retired.

The proportion of women who were inactive between ages 55 and 69 fell
between 2002-03 and 2008-09 (Table 2A.5), and the distribution of self-
reported activity among these women also changed. There was a decline in the
proportion of inactive women who reported that they were looking after their
home or family, but an increase in the proportion who reported that they were
retired or unemployed. It is possible that this reflects an increase in the
proportion of women in later cohorts who had worked at some point in their
lives; women who have worked at some point are perhaps more likely to
consider themselves to be ‘retired’ (or ‘unemployed’) at older ages than
women who had never worked.

Patterns of inactivity by wealth quintile in 2002—-03 and 2008-09 are shown in
Table 2A.6. Among those aged under the SPA, inactivity was generally lowest
among the middle and second highest wealth quintiles and highest among the
poorest individuals. Among those aged 65 and over, the pattern actually
changes, with inactivity rates being lowest among those in the top wealth

“The significance of the difference was tested by regressing employment in 2002-03 and
2008-09 on a constant and an indicator for being interviewed in 2008—09. The coefficient on
the dummy variable for being interviewed in 2008—09 was statistically significantly different
from zero at the 5% level.
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quintile. The composition of self-reported activity among inactive individuals
is also very different between the wealth quintiles. Looking after their home or
family (which is commonly reported by women, but rarely by men — see
Figure 2.5) is a commonly reported activity among inactive individuals in all
wealth quintiles.”’ However, younger individuals in the poorest two quintiles
who were out of work were more likely to report being sick or disabled than
those in the other quintiles, whilst younger individuals in the top three wealth
quintiles were more likely to report being retired than those in the bottom two.

2.4.2 Who ‘retires’ before the SPA?

There are likely to be many reasons why people withdraw from paid work
before reaching the SPA. If the government wants to see further increases in
employment rates among older individuals, it will need to continue to address
the various barriers that inhibit continued employment among older
individuals or the incentives that encourage individuals to withdraw from the
labour market in their fifties and early sixties. One of the groups who might
perhaps be most responsive to policies that change the incentives to remain in
paid work at older ages are those who are out of work and report themselves to
be ‘retired’ as opposed to ‘permanently sick or disabled’” or ‘unemployed’ —
these latter two categorisations suggest barriers to employment that go beyond
merely financial (dis)incentives or individual preferences.

A significant proportion of people ‘retire’ before the SPA. Figure 2.5 and
Table 2A.5 show that this is particularly true of men: 28.9% of the men in
2008-09 aged 60-64 reported themselves as retired, compared with 8.4% of
women aged 55-59. Retirement before the SPA is also more common among
higher-wealth individuals than among low-wealth individuals, as shown in
Table 2A.6.

This subsection therefore examines the characteristics associated specifically
with reporting oneself to be ‘retired’ while still aged below the SPA. Table 2.2
presents the results from a logistic regression of the characteristics associated
with retirement before the SPA. The first pair of columns show the results for
the whole sample of individuals aged under the SPA from the pooled waves of
ELSA data; the second pair show them for the subsample of individuals who
were inactive at the time of interview. The first of each pair of columns gives
the odds ratios for the regression, where the odds of being retired before the
SPA are expressed relative to the odds for the reference group — the reference
group is indicated in the table. The p-values are given in the second of each
pair of columns. Odds ratios that are statistically significantly different from 1
are indicated by *, § and %, as before.

Holding other things constant, the odds of being retired before the SPA (as
opposed to being in paid work or reporting some other form of inactivity)
among those in the highest wealth quintile were 2.2 times those of individuals
in the middle wealth quintile, while the odds for those in the poorest quintile
were just half those of individuals in the middle quintile.

This reflects the fact that women are distributed across all wealth quintiles and a significant
fraction of inactive women at all levels of wealth self-report themselves to be looking after
their home or family.
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Table 2.2. Multivariate analysis of factors associated with retiring before
the SPA

All individuals Inactive individuals

QOdds ratio p-value Odds ratio p-value
Men 50-54 0.133% <0.001 0.180% <0.001
Men 55-59 0.276% <0.001 0.330% <0.001
Men 60-64 reference reference
Women 50-54 0.063% <0.001 0.053% <0.001
Women 55-59 0.226% <0.001 0.152% <0.001
Single, never married reference reference
Previously married man 0.801 0.242 0.763 0.233
Previously married woman 0.711 0.177 1.489 0.222
Man in couple: partner under SPA 0.335% <0.001 0.743 0.391
and working
Man in couple: partner under SPA 0.970 0.910 0.981 0.955
and not working
Man in couple: partner over SPA and 0.361% <0.001 1.072 0.868
working
Man in couple: partner over SPA and 0.974 0.922 0.927 0.838
not working
Woman in couple: partner under 0.307% <0.001 0.412* 0.031
SPA and working
Woman in couple: partner under 1.269 0.453 1.222 0.640
SPA and not working
Woman in couple: partner over SPA 0.471 0.152 1.039 0.961
and working
Woman in couple: partner over SPA 1.721 0.132 1.863 0.190
and not working
Low education reference reference
Mid education 1.220% 0.025 1.259%* 0.037
High education 0.945 0.615 1.422% 0.017
Own outright reference reference
Mortgage 0.437% <0.001 0.743* 0.010
Renter 0.797 0.272 1.207 0.488
Poorest wealth quintile 0.499% 0.001 0.173% <0.001
Wealth quintile 2 0.771%* 0.025 0.455% <0.001
Wealth quintile 3 reference reference
Wealth quintile 4 1.3677 0.002 1.243 0.112
Richest wealth quintile 2.205% <0.001 1.678% <0.001
No private pension reference reference
Private DB pension 1.879% <0.001 4.352% <0.001
Private DC pension 0.763* 0.020 1.776% <0.001
Private ‘other’ pension 1.318* 0.039 1.976% <0.001
No long-standing illness reference reference
Long-standing illness (not limiting) 1.176* 0.053 1.023 0.854
Long-standing illness (limiting) 1.518% <0.001 0.325% <0.001
Partner has no long-standing illness reference reference
Partner has non-limiting long- 1.071 0.473 0.963 0.774
standing illness
Partner has limiting long-standing 0.835 0.066 0.872 0.288
illness
North East 1.468%* 0.028 1.296 0.230
North West 1.4267 0.009 1.513 0.016
Yorkshire and the Humber 1.395% 0.026 1.732% 0.005
East Midlands 1.239 0.148 1.6917 0.007
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Table 2.2 continued
All individuals Inactive individuals

Odds ratio  p-value | Odds ratio  p-value
West Midlands 1.134 0.389 1.132 0.505
East of England 1.094 0.537 1.397 0.086
London 1.078 0.630 1.450 0.063
South East reference reference
South West 1.312 0.057 1.552% 0.016
Wave 1 (2002-03) reference reference
Wave 2 (2004-05) 0.991 0.898 1.025 0.815
Wave 3 (2006-07) 0.922 0.297 1.134 0.278
Wave 4 (2008-09) 0.817* 0.012 1.080 0.504

Notes: Sample size = 14,275 for the ‘all individuals’ regression; sample size = 4,365 for the
‘inactive individuals’ regression. The sample for the ‘all individuals’ regression is all
individuals aged between 50 and the SPA at the time of interview. The sample for the
‘inactive individuals’ regression is all individuals aged between 50 and the SPA who were not
working at the time of interview. The dependent variable takes the value 1 if the individual
was not working and self-defined themselves as ‘retired’ or ‘semi-retired’. Standard errors are
clustered at the individual level. * indicates that an odds ratio is statistically significantly
different from 1 at the 5% level (1 and I indicate significance at the 1% and 0.1% levels,
respectively).

Those with a defined benefit (DB) pension were nearly twice as likely to be
retired before the SPA as those with no private pension, while those with a
defined contribution (DC) pension were 24% less likely to be than individuals
who have never had any private pension. This pattern is in keeping with what
we know about the incentives provided by these different types of pension
schemes, which depend on how any pension entitlements accrue. A typical DB
pension scheme will provide an incentive to remain in paid work until the
scheme’s normal retirement age (which is often 60 or 65) and a financial
disincentive to remain in the scheme thereafter. State pensions (particularly
under the rules prevailing for those who reached SPA before April 2010)
provide an incentive to remain in work until the SPA, since up to that point
individuals will usually accrue additional entitlement and will not be able to
draw their pension income; there is less incentive to remain in work beyond
that point, however. In contrast, individuals will continue to accrue additional
wealth in DC pensions for as long as they choose not to annuitise the fund,
meaning there are fewer incentives to retire at a specific age for holders of
private DC pensions.

For those who were not in work, whether or not they had ever been a member
of a private pension scheme was strongly associated with the likelihood of
reporting being ‘retired’, as opposed to some other status. Those who had a
private pension (whether DB, DC or ‘other’, though particularly those who
had DB pensions) were more likely to report themselves to be ‘retired’ if they
were not working before reaching SPA, than those who had never had a
private pension.

Individuals with a mortgage still outstanding were less than half as likely to be
retired before the SPA as those who own their homes outright. Since Table 2.1
showed that individuals with a mortgage were also more likely to be in work
beyond the SPA than those who own their homes, it seems plausible to suggest
that individuals with mortgages are likely to work until they have paid off their
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mortgage and then retire once repayments have ceased. There is no
statistically significant difference between the odds of being retired for those
who own outright and for renters.

Individuals who had a long-standing illness were more likely to be retired
before the SPA — those with a long-standing illness that limited their daily
activity were over 50% more likely to be retired than individuals without any
long-standing illness. However, in the subpopulation of individuals who were
out of work, having a limiting long-standing illness was actually associated
with far lower odds of reporting being retired. Instead, these individuals were
more likely to report some other status, such as being permanently sick or
disabled.

The regional indicators suggest that, even after controlling for a number of
other characteristics, individuals in Northern England (the North East, North
West, and Yorkshire and the Humber) were significantly more likely to report
being retired than those in the South East.

Across the whole sample, individuals were about 18% less likely to retire
before the SPA in 2008-09 than in 2002-03. However, there was no
significant difference between the waves in the odds of reporting being retired
for the subsample of individuals who were actually out of work, implying that
the reduction in the odds of reporting retirement in 2008—09 compared with
2002-03 will have contributed to a reduction in overall inactivity below the
SPA between the waves. (This reduction in overall inactivity, not controlling
for differences in other characteristics, is shown in Table 2A.5. The
multivariate analysis in Table 2.2 suggests that this conclusion still holds even
after we control for changes in other characteristics — such as the prevalence of
long-standing health conditions — over time.)

Work-limiting health conditions and
working at older ages

One of the major barriers to increasing participation in the labour force among
older individuals is ill health. As Section 2.4 showed, even among those aged
below the current SPA, a significant proportion of individuals who were not
working reported that they were permanently sick or disabled. Increasing
employment rates among those aged 50 and over will require addressing the
barriers that currently prevent some individuals with health problems from
working. This section looks specifically at the prevalence of health conditions
that limit the kind or amount of work that older individuals are able to do. As
described in Section 2.2, we examine the responses to the question asked of
ELSA respondents about whether they have ‘any health problem or disability
that limits the kind or amount of paid work [they] could do, should [they] want
to’. This question was asked both of respondents to ELSA who were currently
working and of those who were not in 2004-05, 2006-07 and 2008—-09. This
section focuses on individuals aged between 50 and 69. For ease of exposition,
throughout this section we refer to those who gave a positive response to the
question about whether they had ‘any health problem or disability that limits
the kind or amount of paid work [they] could do, should [they] want to’ as
being ‘work disabled’ or having a ‘work disability’.
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We look first at the prevalence of self-reported work disability and which
characteristics, in isolation, are associated with being more likely to report
having a work disability using the 2008—09 cross-section of data. (The broad
patterns discussed below are also evident in 2004-05 and 2006-07.) Section
2.5.2 then presents some multivariate analysis of the characteristics associated
with reporting having a work disability (and whether individuals were working
or receiving disability-related benefits, given that they reported being work
disabled) and examines whether reports of work disability increased or
decreased significantly over time, using all three waves of data in which this
question was asked. Finally, Section 2.5.3 examines how many people
experienced the onset of work disability over time and how many people
ceased to consider themselves to be work disabled. We find that, for some
people at least, work disablement is temporary — even at older ages, some
individuals who previously reported being work disabled subsequently
reported themselves not to be.

2.5.1 Prevalence of work disability in 2008-09

Just over one-in-four (25.8% of) individuals aged between 50 and 69 reported
being work disabled in 2008-09, with one-in-four of these work-disabled
individuals being in paid work at that time (Table 2A.7). The difference in the
prevalence of self-reported work disability between men and women is not
statistically significant at the 5% level.

Figure 2.6 shows how the prevalence of work disability (and working or not
working with a work disability) varied by age for men and women in 2008—09.

Figure 2.6. Percentage of individuals working and not working with a
work disability, by age and sex, 2008-09

60 -
Work disabled, working
50
B Work disabled, not working
40 -
30
20

10

Age at interview and sex

Notes: Sample is all those aged between 50 and 69 who responded to the relevant questions
about work disability and work status. Underlying statistics and sample sizes are shown in
Table 2A.7.
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Figure 2.7. Percentage of individuals working and not working with a
work disability, by wealth quintile and sex, 2008-09

Work disabled, working
W Work disabled, not working

Richest

Quintile of net non-pension wealth and sex

Notes: Sample is all those aged between 50 and 69 who responded to the relevant questions
about work disability and work status and for whom a measure of total wealth is available.
Underlying statistics and sample sizes are shown in Table 2A.8.

The prevalence of work disability was higher among older men and women,
and the proportion of those who were work disabled who were in paid work
was significantly lower at older ages. Among men aged 50 to 54, 18.0%
reported being work disabled, with half of these individuals being in paid
work. The percentage who reported a work disability rose to 31.4% among
men aged 65 to 69 (i.e. up to five years past SPA), while only one-in-ten
(10.0%) of these work-disabled individuals were in paid employment; this was
much lower than the employment rate across all men aged 65-69 in 2008-09
(22.7%, as shown in Table 2A.1). A similar pattern was seen for women. A
smaller fraction of work-disabled women than work-disabled men in each age
group were actually in paid work; however, this was also true among non-
work disabled women — the lower overall employment rates among women in
these cohorts were presented in Section 2.3.1.

Work disability was substantially more common among those with low wealth
than those with high wealth — just over half of men aged 50—69 in the lowest
wealth quintile reported being work disabled in 2008—09, compared with just
one-in-nine of those in the highest wealth quintile. This is shown in Figure 2.7
and is in keeping with the results discussed in Section 2.4.1 (and shown in
Table 2A.6) that low-wealth individuals were much more likely to class
themselves as being ‘permanently sick or disabled’ than higher-wealth
individuals. However, the causation could run in either direction, or indeed
there could be a third factor influencing both outcomes. First, low-wealth
individuals may be more likely than higher-wealth individuals to experience

33



Percentage

60

50

40

Employment, retirement and pensions

declines in health at older ages that make them unable to continue working; in
other words, low-wealth individuals could be more likely to be out of work
due to ill health at older ages because they have low levels of wealth. Second,
current wealth reflects earnings and saving behaviour throughout the
individual’s life; therefore, if individuals who experienced poor health
throughout their lives had lower earning potential and/or higher consumption
needs during working life, they might well reach their fifties and sixties with a
lower stock of wealth as a result of having been in poor health. Finally, lower-
ability individuals may be more likely to be engaged in manual work; this
could mean they had lower earning potential throughout their working lives
(and thus end up with lower wealth) and also these types of jobs may be less
easy to adapt to the needs of someone in poor health than the types of jobs that
higher-ability individuals do; in other words, low wealth in older age and
being out of work due to ill health could both be the results of a third causal
factor. With this simple analysis alone, we cannot establish which of these
causal mechanisms is at work.

Figure 2.8 shows that work disability was also more prevalent among those
with low levels of education than among those with mid or high education.
Without controlling for other differences between individuals across regions,
there were also regional variations in the prevalence of reported work
disability. Figure 2.9 shows that reported work disability was most prevalent
(among both men and women) in the North East, with the lowest proportion of
people reporting themselves to be work disabled in the East of England.

Figure 2.8. Percentage of individuals working and not working with a
work disability, by level of education and sex, 2008-09

Work disabled, working
W Work disabled, not working

Education level and sex

Notes: Sample is all those aged between 50 and 69 who responded to the relevant questions
about work disability and work status. Individuals who reported still being in full-time
education at the time of interview are excluded. Underlying statistics and sample sizes are
shown in Table 2A.10.
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Figure 2.9. Percentage of individuals working and not working with a
work disability, by region and sex, 2008—09
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Notes: Sample is all those aged between 50 and 69 who responded to the relevant questions
about work disability and work status. Underlying statistics and sample sizes are shown in
Table 2A.9.

A variety of disability-related benefits are available in the UK and many, but
by no means all, of those who reported being work disabled in ELSA also
reported receiving some form of disability-related benefit (see Section 2.2 for
details). Tables 2A.7 to 2A.10 suggest that, among those who reported being
work disabled and not working, receipt of disability-related benefits was more
prevalent among men, those aged under the SPA, lower-wealth individuals,
those with lower education and people in the North East. Some of these
patterns are to be expected given the eligibility rules for receipt of some of
these disability-related benefits. In particular, people aged over the SPA could
not claim IB (which may partly explain the lower prevalence of benefit receipt
among work-disabled individuals aged over the SPA).?! Furthermore, receipt
of IB is means-tested against any private pension income that an individual
has (which may partly explain why benefit receipt was less common among
higher-wealth individuals).

*'Among men aged under the SPA who reported being work disabled and receiving some
disability-related benefit, just 63.6% were receiving some other disability-related benefit as
well as (or instead of) IB.
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2.5.2 Multivariate analysis of factors associated with reported
work disability

The previous subsection examined how individual characteristics related to
reported work disability in 2008—-09. However, some of these characteristics
(such as education level and wealth) may be highly correlated with one
another. Therefore, this section presents multivariate analysis to examine
which factors remain important once we control for other characteristics. We
look at three outcomes of interest. First, among all those aged 50-69, we
examine what factors are associated with reporting having a work disability.
Second, among the subsample of individuals who reported being work
disabled, we examine which characteristics were associated with being in paid
work. Finally, again among the subsample of individuals who reported being
work disabled, we examine what factors were associated with receiving a
disability-related benefit.

The analysis presented in this section uses data from all three waves in which
questions about work disability were asked (2004-05, 200607 and 2008-09),
which also allows us to examine whether the proportion of individuals
reporting work disability increased or decreased over time, controlling for
various other differences in characteristics observed in each wave. The
analysis is conducted separately for men and women. As in Tables 2.1 and 2.2
earlier, the results reported in Tables 2.3 to 2.5 are odds ratios from a logistic
regression. The odds ratios (shown in the first and third columns of each table)
show the odds (or probability) of the dependent variable taking the value 1 in
each regression expressed relative to the odds for the reference group — the
reference group is shown in the table. The second and last columns show the
p-values. Odds ratios that are statistically significantly different from 1 are
indicated.

Factors associated with reporting having a work disability

Table 2.3 shows that reported work disability was more prevalent among older
people (though there is no statistically significant difference between the odds
for those aged 60—64 and for those aged 65—69). Men aged 50-54 were only
half as likely to report being work disabled as men aged 60—64. Reported work
disability was also less common among more highly educated men and women
than less educated men and women.

As was suggested by Table 2A.6, reported work disability was much more
prevalent among the low-wealth groups. Men in the poorest fifth of the
population were three times as likely as men in the middle wealth quintile to
report being work disabled, while women in the poorest quintile were twice as
likely as women in the middle wealth quintile to report being work disabled.
There were also significant differences in the prevalence of work disability
among individuals with different private pension arrangements. However,
after controlling for other characteristics, there were almost no significant
differences in the prevalence of work disability across individuals in different
regions.
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Table 2.3. Multivariate analysis of factors associated with reporting being
work disabled

Men Women

Odds ratio p-value QOdds ratio p-value
Aged 50-54 0.511% <0.001 0.687% <0.001
Aged 55-59 0.787 0.003 0.956 0.536
Aged 60-64 reference reference
Aged 65-69 1.133 0.139 1.118 0.138
Low education reference reference
Mid education 0.659% <0.001 0.8107 0.005
High education 0.496% <0.001 0.688% 0.001
Single, never married reference reference
Previously married 1.179 0.325 1.013 0.940
Couple 0.979 0.885 0.765 0.107
No private pension reference reference
Private DB pension 0.550% <0.001 0.582% <0.001
Private DC pension 0.575% <0.001 0.521% <0.001
Private ‘other’ pension 0.913 0.566 0.792 0.053
Poorest 3.091% <0.001 2.105% <0.001
Wealth quintile 2 1.547% <0.001 1.278% 0.007
Wealth quintile 3 reference reference
Wealth quintile 4 0.945 0.566 0.828* 0.040
Richest 0.634% <0.001 0.655% <0.001
North East 1.244 0.189 1.181 0.279
North West 1.093 0.525 1.069 0.607
Yorkshire and the Humber 1.203 0.176 1.201 0.156
East Midlands 0.951 0.739 1.128 0.381
West Midlands 1.003 0.986 1.228 0.121
East of England 0.799 0.129 0.706F 0.009
London 0.903 0.518 1.019 0.887
South East reference reference
South West 1.165 0.294 1.097 0.491
Wave 2 (2004-05) reference reference
Wave 3 (2006-07) 0.961 0.449 0.981 0.692
Wave 4 (2008-09) 0.862* 0.013 0.981 0.707

Notes: Sample size = 7,493 for men and 8,916 for women. Sample is all individuals aged 50—
69 at the time of interview. The dependent variable takes the value 1 if the individual reported
that they had a health condition that limited the kind or amount of work they were able to do,
if they wanted to. Standard errors are clustered at the individual level. * indicates that an odds
ratio is statistically significantly different from 1 at the 5% level (1 and i indicate significance
at the 1% and 0.1% levels, respectively).

Interestingly, there is some evidence of a fall in reported work disability over
time among men. Men in 2008-09 were (after controlling for other
differences) only about 86% as likely to report a work disability as male
respondents were in 2004-05.

Factors associated with working among those who reported having a work
disability

Table 2.4 shows that among those who reported having a work disability,
younger people and men who had partners at the time of interview were more
likely to be working. Men in the middle quintile of the wealth distribution
were significantly more likely than those at the bottom or top of the wealth
distribution to be working with a work disability — the odds of working for
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men with a work disability in the bottom wealth quintile were only 0.265
times those of men with a work disability in the middle wealth quintile. For
women, the reverse is true: work-disabled women in the richest two-fifths of
the wealth distribution were significantly more likely to be in work than work-
disabled women in the middle quintile of the wealth distribution.

Even after controlling for differences in wealth, work-disabled men and
women in the North East were significantly less likely than those in the South
East to be working. For men, though not for women, there is evidence of an
increasing prevalence of working with a work disability over time: the odds of
working among work-disabled men in 2008-09 were one-and-a-half times
those for work-disabled men in 2004-05.

Table 2.4. Multivariate analysis of factors associated with working,
conditional on having reported being work disabled

Men Women

Odds ratio p-value Odds ratio p-value
Aged 50-54 3.884% <0.001 5.202% <0.001
Aged 55-59 2.288% <0.001 3.151% <0.001
Aged 60-64 reference reference
Aged 65-69 0.234% <0.001 0.401% <0.001
Low education reference reference
Mid education 1.317 0.102 0.858 0.311
High education 1.112 0.651 1.241 0.372
Single, never married reference reference
Previously married 1.256 0.479 0.850 0.604
Couple 1.995% 0.019 1.201 0.535
No private pension reference reference
Private DB pension 1.434 0.130 2.809% <0.001
Private DC pension 2.561% <0.001 3.165% <0.001
Private ‘other’ pension 1.204 0.574 1.685 0.054
Poorest 0.265% <0.001 0.794 0.316
Wealth quintile 2 0.632%* 0.026 1.527%* 0.034
Wealth quintile 3 reference reference
Wealth quintile 4 0.646* 0.052 1.521%* 0.036
Richest 0.624* 0.002 1.653* 0.021
North East 0.381* 0.011 0.424% 0.005
North West 0.739 0.271 0.872 0.582
Yorkshire and the Humber 0.922 0.753 0.639 0.104
East Midlands 0.794 0.407 0.982 0.945
West Midlands 0.873 0.610 0.804 0.413
East of England 1.065 0.821 1.005 0.986
London 1.009 0.978 0.656 0.139
South East reference reference
South West 1.006 0.983 0.909 0.730
Wave 2 (2004-05) reference reference
Wave 3 (2006-07) 1.266 0.052 0.879 0.264
Wave 4 (2008-09) 1.5237 0.002 0.881 0.327

Notes: Sample size = 1,976 for men and 2,409 for women. Sample is all individuals aged 50—
69 who reported that they had a health condition that limited the kind or amount of work they
were able to do, if they wanted to. The dependent variable takes the value 1 if the individual
was working. Standard errors are clustered at the individual level. * indicates that an odds
ratio is statistically significantly different from 1 at the 5% level (1 and % indicate significance
at the 1% and 0.1% levels, respectively).
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Factors associated with receiving disability-related benefits among those
who reported having a work disability

Many of the patterns of disability-related benefit receipt that were discussed
above (Tables 2A.7 to 2A.10) are also found in the multivariate analysis
presented in Table 2.5. Work-disabled individuals aged over the SPA (60 for
women, 65 for men) were significantly less likely to report receiving
disability-related benefits than those aged under the SPA. The wave indicators
suggest there was no statistically significant change in the prevalence of
disability-related benefit receipt over time among those who were work
disabled.

Table 2.5. Multivariate analysis of factors associated with receiving a
disability-related benefit, conditional on having reported being work
disabled

Men Women

Odds ratio p-value Odds ratio p-value
Aged 50-54 0.715 0.068 1.745% 0.001
Aged 55-59 0.834 0.187 2.055% <0.001
Aged 60-64 reference reference
Aged 65-69 0.392% <0.001 0.939 0.642
Low education reference reference
Mid education 0.6267 0.002 1.021 0.877
High education 0.369% <0.001 0.571* 0.023
Single, never married reference reference
Previously married 0.984 0.948 1.046 0.873
Couple 0.855 0.503 0.749 0.290
No private pension reference reference
Private DB pension 0.626F 0.008 1.003 0.987
Private DC pension 0.613F 0.003 0.677* 0.014
Private ‘other’ pension 0.906 0.672 1.448 0.086
Poorest 1.760F 0.002 1.714% 0.001
Wealth quintile 2 1.331 0.094 1.205 0.245
Wealth quintile 3 reference reference
Wealth quintile 4 0.821 0.284 0.721 0.075
Richest 0.604* 0.028 0.487% <0.001
North East 2.585% <0.001 1.415 0.195
North West 1.386 0.176 1.431 0.127
Yorkshire and the Humber 1.041 0.864 1.230 0.387
East Midlands 1.798%* 0.027 0.995 0.985
West Midlands 1.400 0.205 1.324 0.242
East of England 1.045 0.870 0.995 0.990
London 1.316 0.343 0.803 0.409
South East reference reference
South West 1.063 0.816 0.975 0.922
Wave 2 (2004-05) reference reference
Wave 3 (2006-07) 0.965 0.720 0.916 0.318
Wave 4 (2008-09) 0.943 0.587 1.033 0.724

Notes: Sample size = 1,976 for men and 2,409 for women. Sample is all individuals aged 50—
69 who reported that they had a health condition that limited the kind or amount of work they
were able to do, if they wanted to. The dependent variable takes the value 1 if the individual
was receiving a disability-related benefit (see Section 2.2 for details). Standard errors are
clustered at the individual level. * indicates that an odds ratio is statistically significantly
different from 1 at the 5% level (1 and I indicate significance at the 1% and 0.1% levels,
respectively).
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Those with higher levels of education were less likely to report receiving
disability-related benefits than those with lower levels of education. Men with
private DB or DC pensions (and women with DC pensions) were also less
likely to be receiving disability-related benefits than those with no private
pension.22 Furthermore, men and women in the poorest fifth of the population
were significantly more likely than men and women in the richest three-fifths
to receive such benefits. Men (women) in the richest wealth quintile were only
about 60% (50%) as likely to receive disability-related benefits as those in the
middle wealth quintile. Even after controlling for other factors, work-disabled
men in the North East and East Midlands are found to be significantly more
likely to be receiving disability-related benefits than men in the South East.

2.5.3 Changes in individuals’ reported work disability

Even among older individuals, work disability seems to be a far from
permanent state of affairs. Figure 2.10 categorises the patterns of work
disability reported by individuals who were observed in 2004-05, 2006-07
and 2008—09. (The underlying data and some additional statistics are provided
in Table 2A.11.)

Figure 2.10. Transitions into and out of work disability between 2004-05
and 2008-09, by age in 2004-05 and sex

20 30 40 50 60 70 80 90 100
Percentage
EDDD DND B DDN/DNN B NDD/NND CONDN B NNN

Notes: Sample is those aged 50 to 69 in 2004-05 who also responded to the survey in 2006—
07 and 2008-09. Underlying statistics and sample sizes are shown in Table 2A.11. The three-
letter initialisms designate the pattern of reported work disability in each of the survey years
2004-05, 2006-07 and 2008-09 respectively. ‘D’ denotes reporting being work disabled
while ‘N’ denotes reporting not being work disabled.

“Though Incapacity Benefit is means-tested against private pension income, individuals could
choose not to draw their private pension in order to qualify for IB. Therefore, it is not entirely
obvious that disability benefit receipt ought to be lower among those who are members of a
private pension.
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The left-most block in Figure 2.10 shows the percentage of individuals who
reported being work disabled in all three waves (labelled ‘DDD’) — this
accounts for between 10% and 18% of individuals in each age group. The next
two blocks show those individuals who were work disabled in 2004-05 but
who either reported not being work disabled in 200607 and then were again
in 2008-09 (‘DND’) or who reported not being work disabled in 2008-09
(‘DDN and DNN”). Of all those aged 50—69 who reported being work disabled
in 2004-05, 41.1% did not report a work disability in either 200607 or 2008—
09 or in both. Even for those who were initially aged 65-69, a not insignificant
fraction of the initially work disabled reported not being so in one or both of
the subsequent waves.

The three right-hand blocks comprise those who did not report being work
disabled in 2004-05. The right-most block shows the percentage of individuals
who never reported being work disabled (‘NNN’) — between 50% and 75% of
individuals in each age group. The second block from the right shows the
percentage of individuals who were not work disabled in 2004-05 or 2008-09
but were in 200607 (‘NDN’). The third block from the right shows the
percentage of individuals who were not work disabled in 200405, but were in
2006-07 and 2008-09, ‘NDD’ (or who were not in 2004—-05 and 2006—07 but
were in 2008—-09, ‘NND’). Of all those who were not work disabled in 2004
05, 18.5% reported being work disabled in either 200607 or 2008-09 or in
both — this was most prevalent (as we might expect) among older groups.

Labour market transitions

Existing literature suggests that financial incentives, family status and health,
amongst other things, are all important factors affecting individuals’ decisions
about when to stop working. See, for example, Disney, Meghir and
Whitehouse (1994), Disney, Emmerson and Wakefield (2006) and Banks and
Tetlow (2008). Furthermore, these factors have also been found to be related
to whether individuals cease work entirely or reduce their hours first.

2.6.1 Overview of available transitions

With four waves of ELSA data, we have observations on individuals’ work
status over a six-year period, and we have observed different patterns of
movement into and out of work. Figure 2.11 describes the percentage of
individuals who exhibited various different types of labour market transitions
between the waves, for those who were observed in all four waves of the
ELSA data and who were aged under the SPA in 2002-03. Three-in-ten
(30.1%) of these individuals did not change their work status (either they
worked full-time in all of the four waves or they worked part-time in all of the
four waves — the ‘always FT° and ‘always PT’ groups in Figure 2.11
respectively), and just over a quarter (25.9%) were not in work in any of the
four waves (the ‘always inactive’ group). One-in-nine (11.6% of) individuals
left full-time work to become inactive at some point between 2002—03 and
2008-09 (the ‘FT to inactive’ group), whilst 9.3% of individuals appeared to
be phasing towards retirement, since they were observed either moving from
full-time to part-time work (the ‘FT to PT’ group), or even from full-time
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Figure 2.11. Percentage of individuals with various types of labour
market movements across the first four waves of ELSA by sex

100 -
90 -
80 -
Other
70 1 B PT to inactive
60 B FT to inactive
50 - O FT-PT-inactive
40 4 BFTto PT
Always inactive
30 -
Always PT
20 1 W Always FT
10 -
0

All Men Women

Notes: Underlying statistics and sample sizes are shown in Table 2A.12. ‘FT” denotes being in
full-time work while ‘PT’ denotes being in part-time work. ‘Other’ includes all individuals
whose work pattern does not match one of the listed options, or who did not know their hours
of work in one or more waves. Weighted using longitudinal weights.

work to part-time work to inactivity (the ‘FT-PT-inactive’ group) between
2002-03 and 2008-09.

Given four waves of ELSA data, we have three possible points at which
individuals could have made a transition from one work status to another. By
pooling the observed transitions at these points, we have sufficient data to start
to look at the characteristics associated with individuals’ transitions.

2.6.2 Leaving full-time work

Banks and Tetlow (2008) considered factors associated with leaving full-time
work between 2002-03 and 2006-07. They found that, after controlling for
other characteristics, women and older individuals were more likely to leave
full-time work (either for part-time work or inactivity), as were men with
private pensions and individuals who experienced the onset of a major health
condition. Individuals whose partner was also working in 2002-03 were
significantly less likely to leave full-time work between 2002-03 and 2006—-07
than individuals whose partner had not been in work in 2002-03.

This section updates that analysis, taking advantage of all four waves of
ELSA, and pooling observations across the three potential transition points
(2002-03 to 2004-05, 2004-05 to 2006-07 and 2006-07 to 2008-09) for
individuals observed in all four waves. The results of multivariate analysis are
presented in Table 2.6. An individual is taken to have left full-time work at a
transition point (i.e. the dependent variable in the regression shown in Table
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Table 2.6. Multivariate analysis of characteristics associated with leaving
full-time work

Baseline controls only | Including changes in
characteristics across
the transition point

Odds p-value Odds p-value

ratio ratio
Men 50-54 reference reference
Men 55-59 2.489% <0.001 2.319% <0.001
Men 60-64 4.358% <0.001 3.717% <0.001
Men 65-69 15.487% <0.001 12.416% <0.001
Women 50-54 2.954% <0.001 2.762% <0.001
Women 55-59 2.484% <0.001 2.307% <0.001
Women 60-64 11.775% <0.001 10.549% <0.001
Reach the SPA 6.666% <0.001 6.931% <0.001
Single, never married reference reference
Previously married 0.823 0.434 0.795 0.369
Couple 1.906 0.114 0.973 0.917
Partner not working reference - -
Partner working 0.628%F 0.001 - -
Low education reference reference
Mid education 0.895 0.355 0.897 0.373
High education 0.982 0.901 0.985 0.919
Poorest 0.705 0.128 0.624* 0.040
Wealth quintile 2 0.890 0.451 0.830 0.244
Wealth quintile 3 reference reference
Wealth quintile 4 1.031 0.831 1.001 0.996
Richest 1.251 0.137 1.269 0.127
No private pension reference reference
Private DB pension 1.984% 0.002 2.022% 0.002
Private DC pension 1.351 0.179 1.391 0.142
Private ‘other’ pension 1.425 0.228 1.473 0.187
No limiting long-standing illness reference - -
Limiting long-standing illness 1.815% <0.001 - -
Partner has no limiting long-standing illness | reference - -
Partner has a limiting long-standing illness 0.888 0.384 - -
No limiting long-standing (LS) illness either - - reference
before or after
Still have a limiting LS illness - - 2.992% <0.001
Now have a limiting LS illness - - 1.927% <0.001
No longer have a limiting LS illness - - 0.970 0.894
Partner still not working - - reference
Partner still in work - - 0.558% <0.001
Partner now in work - - 1.220 0.575
Partner left work - - 1.636%* 0.011
Partner had no limiting LS illness either - - reference
before or after
Partner still has a limiting LS illness - - 1.030 0.847
Partner now has a limiting LS illness - - 1.029 0.885
Partner no longer has a limiting LS illness - - 0.697 0.178
Transition 2002-03 to 2004-05 reference reference
Transition 2004-05 to 2006-07 0.6537 0.002 0.6587 0.002
Transition 2006—-07 to 2008—-09 0.982 0.897 0.961 0.774
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Notes to Table 2.6: Sample size = 2,876. Sample is all individuals who: were interviewed in
all of the first four waves of ELSA; were aged between 50 and the SPA and were working
full-time in 2002-03; and followed one of these patterns of employment over the four waves —
‘always FT°, ‘FT to PT’, ‘FT to inactive’ or ‘FT-PT-inactive’ (see Figure 2.11). The
dependent variable takes the value 1 if the individual was observed to be in full-time work
before the transition point but not after. Standard errors are clustered at the individual level. *
indicates that an odds ratio is statistically significantly different from 1 at the 5% level (1 and
T indicate significance at the 1% and 0.1% levels, respectively). The variable ‘reach the SPA’
takes the value 1 if the individual was aged less than the SPA before the transition point but
not after.

2.6 takes the value 1) if they were in full-time work before the transition point
(for example, in 2002-03 in the case of transitions between 2002-03 and
2004-05) but not in full-time work after the transition point and if after the
transition point they were either permanently part-time, permanently inactive,
or part-time and later become inactive (i.e. they belong to one of the ‘FT to
PT’, ‘FT to inactive’ or ‘FT-PT-inactive’ groups in Figure 2.11). Conversely,
an individual is taken not to have left full-time work (i.e. the dependent
variable in the regression shown in Table 2.6 takes the value 0) if they were in
full-time work both before and after the transition point and they belong to one
of the following groups from Figure 2.11: ‘always FT’, ‘FT to PT’, ‘FT-PT-
inactive’ or ‘FT to inactive’. Individuals who exhibited some other pattern of
transitions across the four waves (i.e. the 57.6% of individuals who were
working part-time or not working initially or who moved out of and then back
into full-time work) are excluded from the analysis presented in Table 2.6.

Table 2.6 presents the results from a multivariate analysis (logistic regression)
of the characteristics associated with leaving full-time work. Two alternative
specifications are shown — the left hand set of columns includes only those
characteristics measured in the survey wave before the transition point, while
the right-hand set of columns in addition includes indicator variables for other
changes in characteristics that were observed to have happened between the
waves in question. These changes are likely to be jointly determined with
changes in work status. For example, the finding that those who developed a
long-standing limiting health condition were more likely to leave full-time
work (odds ratio of 1.927 in the third column) could reflect individuals leaving
work due to a deterioration in their health, but equally it could be that
individuals who left work were more likely to see a deterioration in their
health — in other words, it is unknown in which direction the causation runs.

The only ‘transition’ indicator that is included in the first regression is whether
or not an individual reached the SPA between the two waves of the survey,
since this is clearly not affected by the decision of whether or not to leave
work. This indicator is therefore included in both specifications shown in
Table 2.6. The reference person for each specification is indicated in the table.

As was found by Banks and Tetlow (2008), women were more likely than men
to move out of full-time work, and older individuals were far more likely to
move out of work than younger individuals, even after controlling for whether
or not they passed their SPA.

While wealth itself does not seem to have been highly correlated with
individuals’ movements out of full-time work, individuals with defined benefit
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private pensions were nearly twice as likely to leave full-time work as those
without a private pension.

Health seems to be important. Those who had a long-standing limiting illness
before the transition point were more likely to leave work than those who were
in good health. When we take into account the changes in characteristics
between waves, those who had a long-standing health condition both before
and after the transition point were the most likely to leave full-time work,
followed by those who reported a limiting long-standing health condition after
the transition point but not before. Interestingly, the odds for someone who
reported a limiting long-standing health condition before the transition point
but not after were not statistically significantly different from 1 (and, indeed,
the point estimate for the odds is also almost exactly 1, at 0.970). In other
words, these people were no more or less likely to leave full-time work than
someone who did not report a limiting long-standing illness either before or
after the transition point.

Family status also seems to have had an important role — individuals with a
partner who was in work in the year before the transition point were 37.2%
less likely to leave full-time work. Taking into account the transitions in a
partner’s characteristics between waves, if the partner was in work both before
and after the transition point then the individual was 44.2% less likely to leave
full-time work than an individual whose partner was not in work in either case.
By contrast, if an individual’s partner left work at the transition point then the
individual was 63.6% more likely to leave full-time work.

2.6.3 Phasing-out of full-time work

The last government was keen to encourage continued attachment to the
labour market at older ages, and changes to legislation over the last few years
attempted to make it easier for older workers to withdraw more gradually from
paid work — notably, since October 2006, individuals have been able to
continue to work for an employer whilst being paid an occupational pension
by that employer. The government document Building a Society for All Ages
(HM Government, 2009) explained that ‘Continuing some form of work can
give people the opportunity to use their skills and experience, maintain social
networks, boost their retirement income, maintain a strong sense of purpose
and stay healthy’. The new coalition government has also suggested that it is
keen to encourage more employment at older ages by phasing out the default
retirement age and making it possible for all employees to request flexible
working arrangements (HM Government, 2010).

As described in Figure 2.11, while some individuals move out of full-time
work and straight into inactivity, around 10% move from full-time to part-time
work. Table 2.7 presents the results from a multivariate analysis (logistic
regression) of the characteristics associated with movements out of full-time
work straight into inactivity, as opposed to a more phased withdrawal from the
labour market (in other words, moving out of full-time work and being in the
group ‘FT to inactive’ as opposed to ‘FT to PT’ or ‘FT-PT-inactive). The
specifications are the same as used for Table 2.6. The sample used is all those
moving out of full-time work at the transition point in question and the
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Table 2.7. Multivariate analysis of characteristics associated with leaving
full-time work for inactivity rather than phasing retirement

Baseline controls only | Including changes in
characteristics across
the transition point

Odds p-value Odds p-value

ratio ratio

Men 50-54 reference reference

Men 55-59 0.583 0.195 0.672 0.359
Men 60-64 0.946 0.901 0.899 0.816
Men 65-69 0.245 0.048 0.168%* 0.016
Women 50-54 0.151% <0.001 0.155% <0.001
Women 55-59 0.487 0.107 0.522 0.164
Women 60-64 0.623 0.393 0.696 0.532
Reach the SPA 1.234 0.394 1.281 0.338
Single, never married reference reference
Previously married 0.666 0.338 0.654 0.323
Couple 4.088%* 0.035 1.647 0.251
Partner not working reference - -
Partner working 0.536F 0.007 - -
Low education reference reference

Mid education 0.694 0.092 0.745 0.186
High education 0.546%* 0.015 0.519% 0.011
Poorest 2.614%* 0.038 1.728 0.217
Wealth quintile 2 1.486 0.165 1.270 0.442
Wealth quintile 3 reference reference

Wealth quintile 4 1.142 0.612 1.031 0.910
Richest 1.177 0.548 1.095 0.752
No private pension reference reference

Private DB pension 2.406%* 0.011 2.807% 0.004
Private DC pension 1.573 0.186 1.662 0.149
Private ‘other’ pension 1.872 0.209 2418 0.105
No limiting long-standing illness reference - -
Limiting long-standing illness 1.680* 0.017 - -

Partner has no limiting long-standing illness | reference - -
Partner has a limiting long-standing illness 0.568* 0.023 - -

No limiting long-standing (LS) illness either - - reference

before or after

Still have a limiting LS illness - - 2.635% <0.001
Now have a limiting LS illness - - 3.050% <0.001
No longer have a limiting LS illness - - 0.806 0.614
Partner still not working - - reference

Partner still in work - - 0.268% <0.001
Partner now in work - - 0.166* 0.014
Partner left work - - 1.237 0.507
Partner had no limiting LS illness either - - reference

before or after

Partner still has a limiting LS illness - - 0.4127F 0.004
Partner now has a limiting LS illness - - 1.003 0.993
Partner no longer has a limiting LS illness - - 1.103 0.841
Transition 2002-03 to 2004-05 reference reference

Transition 2004-05 to 2006-07 0.733 0.182 0.794 0.355
Transition 2006—-07 to 2008—-09 0.764 0.241 0.749 0.221
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Notes to Table 2.7: Sample size = 602. Sample is all individuals who: were interviewed in all
of the first four waves of ELSA; were aged between 50 and the SPA and working full-time in
2002-03; followed one of these patterns of employment over the four waves — ‘FT to PT’, ‘FT
to inactive’ or ‘FT-PT-inactive’; and actually left full-time employment at the transition point
in question. The dependent variable takes the value 1 if the individual moved straight into
inactivity (from full-time work) at the transition point, and O if the individual moved instead
into part-time work at the transition point. Standard errors are clustered at the individual level.
* indicates that an odds ratio is statistically significantly different from 1 at the 5% level (f
and I indicate significance at the 1% and 0.1% levels, respectively). The variable ‘reach the
SPA’ takes the value 1 if the individual was aged less than the SPA before the transition point
but not after.

dependent variable takes the value 1 if the individual moves from full-time
work to inactivity at the transition point and O if the individual moves from
full-time to part-time work at the transition point. Odds ratios are expressed
relative to the odds for the reference group, which is indicated in the table.

Individuals with high levels of education were less likely to withdraw from the
labour market entirely than individuals with low levels of education. Health
was also important — those who were working full-time but in less good health
initially were more likely to leave work entirely than to move to part-time
work.

As with the decision of whether or not to leave full-time work at all, pension
status was significantly correlated with whether individuals chose to leave the
labour market entirely or whether to phase into part-time work. The odds of
someone with a DB private pension leaving the labour market entirely were
over twice the odds of someone without a private pension doing so.

Family status again seems to have played an important role. Individuals whose
partners were not in work and did not have any limiting long-standing
illnesses were four times more likely to leave work entirely than singles.
However, individuals whose partner was working and had a limiting long-
standing illness before the transition point were no more likely than singles to
quit work entirely at the transition point.”

Expectations of future employment

One of the strengths of ELSA is that it allows us to examine not only
employment rates and how these differ by individual characteristics, but also
individuals’ expectations about their future employment. All respondents to
the ELSA survey aged under the SPA were asked about their expectations of
working after a certain age a few years in the future. In addition, in 2006-07
and 200809, respondents who reported some chance of being in work in
future were asked the chances that they would be working full-time at that
point. This section explores expectations of future working and how these
have changed over time.

SJoint significance of the ‘couple’, ‘partner working’ and ‘partner has a limiting long-standing
illness’ tested using a ” test.
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2.7.1 Changes in expectations since 2002-03

Figure 2.12 shows that individuals in 2008-09 reported higher expectations of
being in work after a particular age than individuals of the same age in 2002—
03. For instance, among the women aged 55-59 in 2008-09 the average
reported chance of being in employment after age 60 was 48.0%, while among
the women aged 55-59 in 2002-03 the average reported chance was only
35.5%. This reinforces the increases in reported expectations of working in
future that were found between 2002—-03 and 2006-07, documented in Banks
and Tetlow (2008).

Figure 2.12. Expectations of being in employment after age X, by age and
sex, 2002—-03 and 2008-09
W 2002-03 ™ 2008-09
80 1

72.1

70 -
62.1

65.7
60.4
550 55.9
50 | 48.0
40 - 35.5
31.7
30 A 25.5
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0 A

Women 50-54 | Women 55-59 Men 50-54 Men 55-59 Men 60-64

Probability of being in employment after age X

X=55 X=60 X=65

Notes: Underlying statistics and sample sizes are shown in Table 2A.13. Excludes those who
did not know their probability of being in employment.

Banks and Casanova (2003) showed, using data from ELSA collected in
2002-03, that expectations of future employment were higher for individuals
who were currently in work than for those who were inactive, and higher for
individuals who self-reported being in excellent, very good or good health
than for those who self-reported being in fair or poor health. Tables 2A.13 and
2A.14 compare the mean expectations of future work in 2002—-03 and 2008-09
by health status and work status respectively.

Figure 2.13 shows how much higher average self-reported expectations of
future work were in 2008—09 than in 2002-03. This is shown separately for
different groups defined by age and self-reported health at the time of
interview. On average, the reported chances of being in work in future were
higher for individuals of a given age and level of self-reported health in 2008—
09 than among individuals of the same age and health status in 2002-03. The
difference in average reported chances between 2002—03 and 2008-09 within
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each age group was higher for women who self-reported being in excellent,
very good or good health than for women who self-reported being in fair or
poor health, for all age groups. This was also true of men aged 55-59, but
among men aged 50-54 and men aged 60-64 the difference between 2002-03
and 2008—09 in average reported chances of being in work in future was
higher for those self-reporting being in fair or poor health than for those selt-
reporting being in excellent, very good or good health. Overall, the difference
in expectations of working between the cohort aged 50—64 in 2008-09 who
were in excellent, very good or good health and those aged 50—64 in 2002-03
who were in excellent, very good or good health is not significantly different
from the difference in expectations between those aged 50-64 in 2008-09
who were in fair or poor health and those aged 50—64 in 2002-03 who were in
poor or fair health. So the gap between the average expectations of those in
good health and those in poorer health has not changed significantly over the
period, though the level of average expectations has increased for both.

Figure 2.14 shows that, on average, expectations were higher in 2008-09 than
in 2002-03 by significantly more if we look just across those who were
currently in work than if we look just across those who were not in work. This

Figure 2.13. Difference between average reported expectations of being in
employment after age X in 2002-03 and average reported expectations of
being in employment after age X in 2008-09, by age and self-reported
health status at time of interview

M Excellent/very good/good health Fair/poor health

9.8

7.8

13.4
8.6
7.0 65
5.7
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3.8 4.1
4 A
2.1
2
0 A

Women 50-54(Women 55-59| Men 50-54 Men 55-59 Men 60-64

Difference in probability of being in
employment after age X
0]

X=55 X=60 X=65

Notes: To aid interpretation of this figure — the number ‘8.6 for women aged 50-54 in
excellent, very good or good health indicates that the mean self-reported expectation of being
in employment after age 55 among women aged 50-54 reporting being in excellent, very good
or good health in 2008-09 was 8.6 percentage points higher than the mean self-reported
expectation of being in employment after age 55 among women aged 50-54 reporting being in
excellent, very good or good health in 2002-03. Other numbers in this figure can be
interpreted in a similar way. Underlying statistics and sample sizes are shown in Table 2A.13.
Excludes those who did not know their probability of being in employment or who did not
respond to the self-rated health question.
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Figure 2.14. Difference between average reported expectations of being in
employment after age X in 2002-03 and average reported expectations of
being in employment after age X in 2008-09, by age and work status at
time of interview

M In work Not in work
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Notes: Underlying statistics and sample sizes are shown in Table 2A.14. Excludes those who
did not know their probability of being in employment. On interpretation, see note to Figure
2.13.

is true in almost all age groups; the exception in this case was women aged
50-54, for whom the average expectations in 2008—09 were higher relative to
those reported in 2002—03 by more for those who were currently out of work
(8.2 percentage point difference) than for those in work (5.9 percentage point
difference).

The ELSA data contain a vast array of information on other characteristics that
may be expected to be associated with expectation of employment at future
ages. Perhaps one of the most important is private pension membership, as in
some cases private pensions enable individuals to stop working before their
SPA (as was discussed in Section 2.4.2). Table 2A.15 shows how future
expectations of work varied in 2008-09 by private pension status —
specifically, whether an individual had ever been a member of a defined
benefit private pension scheme, had ever been a member of some other private
pension scheme or had never been a member of a private pension scheme.”*
Women aged 55-59 and men aged 60—64 who were members of private DB
pension schemes on average had significantly lower expectations of working
after the SPA than members of other types of private pension schemes.
However, women aged 55-59 who had never been a member of a private

*Unfortunately, we cannot show exactly equivalent figures for 2002-03, as in the first wave
of ELSA respondents were not asked whether their employer pension was DB or DC in nature
if they were not currently contributing to the pension when interviewed.
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pension scheme had lower average expectations than women who were private
pension scheme members.”> In each of the age/sex groups shown in Table
2A.15, those with a non-DB private pension had significantly higher average
expectations of being in employment in the future than those without a private
pension. With the exception of women aged 50-54, those with only a non-DB
private pension also had significantly higher expectations of being in paid
work in future than those with DB schemes.

2.7.2 Expectations of future full-time working

In 2008-09, ELSA respondents who reported a non-zero expectation of
working in the future were asked with what probability they expected this
work to be full-time. Figure 2.15 shows that the average reported chances of
working full-time among men were around two-thirds the level of the average
reported chances of working at all. However, this ratio was much lower among
women.

As shown in Table 2A.16, expectations of being in full-time work (among
those individuals who expected some chance of being in some form of work in
future) were substantially higher for individuals who were currently in full-

Figure 2.15. Expectations of being in any employment and in full-time
employment after age X, by age and sex, 2008—09

B Any employment Full-time employment
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Women 50-54 | Women 55-59 Men 50-54 Men 55-59 Men 60-64

Probability of being in employment after age X

X=55 X=60 X=65

Notes: Underlying statistics and sample sizes are shown in Tables 2A.14 and 2A.16. Figures
for ‘any employment’ exclude those who did not know their probability of being in
employment, while figures for ‘full-time employment’ exclude those who did not know either
their probability of being in employment or their probability of being in full-time employment.

»We cannot reject that the average expectations for men aged 60—64 who had a DB scheme
were the same as for men with no private pension.
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time work than for individuals who were working part-time, and significantly
higher for those working part-time than for those who were not currently in
work.

If 48.0% of women were to work past age 60 (the mean reported expectation
for women aged 55-59 in 2008-09, as shown in Figure 2.15), this would
represent an increase in employment compared with the 38.4% of women aged
61 in 2008-09 who were actually in work. Similarly, if 19.1% of women were
to work full-time past age 60 (the mean reported expectation of full-time
employment for women aged 55-59 in 2008-09, as shown in Figure 2.15),
this would represent an increase on the 10.3% of women aged 61 in 2008-09
who were in full-time work.

By contrast, 63.8% of men aged 61 were in work in 2008-09, and so if the
expectations of men aged 50-59 of working after age 60 were to prove correct
(average reported chance of working is 61.5% for this group as a whole), this
would result in a slight decrease in employment. However, if 43.3% of men
aged 55-59 were to be in full-time work after age 60 (the average reported
chance of working full-time for this group as a whole), this would represent a
slight increase on the 41.1% of men aged 61 in 2008—09 who were in full-time
work. Similarly, if the expectations of men aged 60—64 of working, and of
working full-time, past the age of 65 (shown in Figure 2.15) proved to be
correct, this would result in higher levels of employment and full-time
employment than among those currently aged 66 in 2008—09.

It is unknown whether those who expect to work past a certain age in the
future will in fact do so, or whether those who do not expect to work in future
will actually work or not. Therefore it is not clear that the higher expectations
of working in future amongst individuals in the 2008-09 ELSA sample will
translate into higher employment rates at older ages in future. However, Banks
and Tetlow (2008) investigated the correlation between expectations and
outcomes by comparing individuals’ expectations of future working in 2002—
03 with their observed employment outcomes in 2006—07. This analysis
suggested that there was, in fact, strong correlation between expectations of
working and subsequent outcomes.

Knowledge of changes to the SPA

One reason women of a given age in 2008—09 may expect to work for longer
than women of the same age in 2002-03 is that the later cohorts will be
affected by the increases to the female SPA, which was legislated in 1995 and
began to be phased in in 2010. The age at which a woman can start drawing
her state pension is increasing from 60 (for women born before 6 April 1950)
to 65 (for those born after 5 April 1955). The extent to which this increase is
reflected in work expectations will depend not just on how individuals’ work
decisions depend on the social norms associated with the SPA and the
financial constraints imposed by not receiving the state pension income as
soon, but also crucially on whether the women in question are aware of the
changes to their SPA.

Further changes to the SPA were legislated in Pensions Act 2007. This
legislated for an increase in the SPA for both men and women from 65 to
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(ultimately) 68, which was to be phased in between 2024 and 2046. Members
of the ELSA sample in 2008-09 are actually too old to have been affected by
these reforms, though some may have incorrectly thought that they were
affected. The coalition government (which came to power in May 2010) is
now reviewing the possibility of bringing forward these further increases in
SPA for men and women, with a review due to report in Autumn 2010.
Depending on the conclusions of the review, some ELSA sample members
may be affected by the reforms. We hope to extend questions about knowledge
of SPA to both men and women who might be affected by these further
reforms in future waves of ELSA.

2.8.1 Level of knowledge

Questions included for the first time in 2006—-07 aimed to identify the extent to
which women were aware that the female SPA was changing, and specifically
whether they knew their own SPA. Banks and Tetlow (2008) found that the
level of knowledge was relatively low among those women affected by the
SPA changes, and therefore some women may be expecting to receive a state
pension earlier than they actually will be able to, and thus may be
underestimating how long they will need to continue working. With the
questions repeated in 2008-09, we can now investigate whether knowledge
has increased. We can do this both on average across all women aged under
the SPA and for the specific group of women asked this question in both
2006—07 and 2008—09, who are now two years closer to retirement than when
they were originally asked.

Figure 2.16 shows the percentage of individuals reporting various state
pension ages, split by what their actual SPA is, in 2006-07 and 2008-09.
Among those whose SPA is 60, knowledge was high in both 200607 and
2008-09 (78.9% and 80.8% correct, respectively). Knowledge among women
affected by the state pension reforms is much lower, with only 34.1% of
women whose SPA is 65 being aware of this in 200607, although 43.4% of
the women in 2008-09 whose SPA is 65 were aware of this — this is a
statistically significant increase. Women with a SPA between 60 and 65 could
be expected to have much less accurate knowledge of their own SPA simply
because of the complexity of the pension reform — during the phasing-in
period, the reform phases the date at which an individual can retire rather than
the age, and so women born between 6 April 1950 and 6 April 1955 have
SPAs that may differ to the day depending on their date of birth. Only 16.7%
of women in 2006-07 with a SPA between 60 and 65 knew their SPA to
within three months, although 34.6% knew that it was somewhere between 60
and 65. In 2008-09, knowledge was higher — these figures are 23.6% and
48.1% respectively.

Table 2.8 examines changes in knowledge between 2006-07 and 2008-09
among those who were asked these questions twice.? Respondents are

2%0f course, it is possible that there may be a familiarisation effect of the survey — that is,
women may have taken steps to become better informed as a direct result of having been
asked these questions in the ELSA interview. This is potentially a concern and would need to
be borne in mind when generalising the results from the ELSA sample to the population as a
whole. However, the evidence we have so far of changes in knowledge between 2006-07 and
2008-09 (discussed here) does not show strong evidence of this sort of ‘learning’.
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categorised into four groups based on whether they gave the right (R) or
wrong (W) answer when asked for their SPA in each year. What is clear is that
there is a fairly large amount of uncertainty around individuals’ own SPA,
particularly among those whose SPA is somewhere between 60 and 65.
Though the fraction of individuals who changed from giving a wrong answer
in 2006-07 to giving the right answer in 2008—09 was greater than the fraction
that moved in the other direction, the latter category was not insignificant in
size. The movements are, however, suggestive of generally increasing
knowledge among women of their own SPA.

Consider women whose SPA is somewhere between 60 and 65, and take the
second definition of ‘right’ (labelled [2] in Table 2.8) as giving an answer
within 12 months of the true SPA. We can see that 71.7% of these women
(=15.3+56.3; figures do not sum due to rounding) gave the wrong answer in
2006-07. Of those who had given the wrong answer, 21.4% (=15.3/71.7) then
gave the ‘right’ answer in 2008-09. However, of those who had originally
given the ‘right’ answer (23.7+4.6=28.3%), 16.3% (=4.6/28.3) then gave the
wrong answer in 2008-09.

Figure 2.16. Knowledge of own SPA by actual SPA, 2006-07 and 200809
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Year of interview and actual SPA
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Percentage

EmDon'tknow O<60 60 M60-65 (+/—3) M60-65(+/—4to12) WM60-65 W65  >65

Notes: Underlying statistics and sample sizes are shown in Table 2A.17. For those whose SPA
is actually exactly 60 or 65, the ‘60-65" group includes all those who reported something
between 60 years and 1 month and 64 years and 11 months; for those whose SPA is actually
somewhere between 60 and 65, the ‘60-65" group includes only those who reported
something between 60 years and 1 month and 64 years and 11 months who do not fall into one
of the following two categories: ‘60-65 (+/— 3)’ means the respondent reported a SPA
somewhere between 60 years and 1 month and 64 years and 11 months that was within three
months of their true SPA. ‘60-65 (+/— 4 to 12)’ means the respondent reported a SPA
somewhere between 60 years and 1 month and 64 years and 11 months that was more than
three but less than 12 months from their true SPA.
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Table 2.8. Change in accuracy of reported SPA between 2006—07 and
2008-09, by actual SPA

RR RW WR WW Unweighted N
SPA =60 65.7 10.3 16.7 7.3 199
SPA between 60 & 65 [1] 13.9 4.7 11.6 69.8 572
SPA between 60 & 65 [2] 23.7 4.6 15.3 56.3 572
SPA =65 27.4 8.2 19.3 45.1 170

Notes: ‘RR’ indicates that the respondent gave the right answer in both years, ‘RW’ denotes a
right answer in 2006-07 and a wrong answer in 2008-09 etc. Sample is those women who
responded to the question about SPA in both 200607 and 2008-09.

[1] Defines ‘right’ as reporting an answer within three months of true SPA.

[2] Defines ‘right’ as reporting an answer within 12 months of true SPA.

A key advantage of the longitudinal data provided by ELSA is that we will be
able to follow these women in future years and see whether or not their
knowledge improves as they approach their SPA. We will also have data on
the outcomes of these women — for instance, their subsequent work patterns
and (perceptions of) financial adequacy — and will be able to compare the
outcomes of those who had good knowledge of their SPA with the outcomes
of those who had less good knowledge.

2.8.2 Characteristics associated with knowledge of own SPA

Given the differences in knowledge among women of their state pension age,
an interesting question is which types of women are more aware of their SPA
than others and whether knowledge has changed significantly over time. Table
2.9 shows the results of a multivariate analysis of the characteristics associated
with women knowing their own SPA, using a pooled sample of data from
2006-07 and 2008-09. A woman is counted as knowing her SPA if she is
correct in thinking that it is 60 or 65 or, if her actual SPA is between 60 and
65, she reports her SPA correctly to within 12 months. The odds ratios in
Table 2.9 are estimated from a logistic regression, where the odds are
expressed relative to the odds for the reference group; the reference group is
indicated in the table.

All else being equal, women were significantly more likely to know their own
SPA if they had a private pension for which they know the type (either defined
benefit or defined contribution) than if they had never been a member of a
private pension. Women were also significantly more likely to know their own
SPA if they were currently working than if they were inactive but did not
classify themselves as retired (as was found in a univariate context in Banks
and Tetlow (2008)). However, there is virtually no significant relationship
between wealth or housing tenure and knowledge.

The bottom part of the table examines whether there is a significant difference
in knowledge between women with different SPAs and also whether there is
an increase in knowledge as women get closer to their SPA. The SPA applying
to particular individuals is determined by their exact date of birth. The
regression further distinguishes between the cohorts based on their age at
interview and the year in which they were interviewed. In line with findings in
Section 2.8.1, those whose SPA is greater than 60 were significantly less likely
to report correctly, even after controlling for various other characteristics. It is
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perhaps more interesting, however, to compare the odds ratios between
different groups of women (as classified by age at interview and date of
interview) who have similar SPAs (that is, either somewhere between 60 and
65, or exactly 65). For example, comparing those aged 51-52 in 2006—07 with
those aged 53-54 in 2006-07, we find that the level of knowledge was
significantly lower among the younger group (odds ratio of 0.050) than among

Table 2.9. Multivariate analysis of factors associated with correct
knowledge of own SPA

QOdds ratio p-value
Single, never married reference
Previously married 1.185 0.393
Couple 0.982 0.842
Low education reference
Mid education 1.021 0.853
High education 1.022 0.880
Own outright reference
Mortgage 0.893 0.279
Renter 0.653 0.060
Working reference
Retired 1.108 0.582
Other inactive 0.647% <0.001
Poorest wealth quintile 0.685 0.109
Wealth quintile 2 0.790 0.095
Wealth quintile 3 reference
Wealth quintile 4 0.863 0.308
Richest wealth quintile 0.823 0.183
No private pension reference
Private DB 1.891% <0.001
Private DC 1.564% <0.001
Other private pension 0.917 0.713
No long-standing illness reference
Long-standing illness 1.154 0.137
SPA=60
Aged 55-57, interviewed in 200607 reference
Aged 58-59, interviewed in 200607 1.261 0.273
Aged 58-59, interviewed in 2008-09 1.391 0.137
SPA between 60 and 65
Aged 51-52, interviewed in 200607 0.050% <0.001
Aged 53-54, interviewed in 2006-07 0.119% <0.001
Aged 55-57, interviewed in 200607 0.176% <0.001
Aged 53-54, interviewed in 2008—-09 0.083% <0.001
Aged 55-57, interviewed in 2008—-09 0.236% <0.001
Aged 58-59, interviewed in 2008—-09 0.223% <0.001
SPA=65
Aged 50-51, interviewed in 2006-07 0.165% <0.001
Aged 50-52, interviewed in 2008-09 0.198% <0.001
Aged 53-55, interviewed in 2008—09 0.249% <0.001

Notes: Sample size = 2,998. Sample is all women aged under SPA when interviewed in either
2006-07 or 2008—09 who did not have a proxy interview. The dependent variable equals 1 if
the individual reported the correct SPA (in the case of women whose SPA is between 60 and
65, this is taken to be reporting an age within 12 months of their true SPA). Standard errors
are clustered at the individual level. * indicates that an odds ratio is statistically significantly
different from 1 at the 5% level ( and ¥ indicate significance at the 1% and 0.1% levels,
respectively).
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the older group (odds ratio of 0.119). However, we do not find a significant
difference between the level of knowledge among those aged 53—54 in 2008—
09 (odds ratio of 0.083) and the level of knowledge among those aged 53—-54
in 2006-07.

Knowledge of the SPA was also significantly higher among women aged 50—
51 in 2006-07 (whose SPA is exactly 65; odds ratio of 0.165) than among
women aged 51-52 in 2006-07 (whose SPA is somewhere between 60 and 65;
odds ratio of 0.050). This is suggestive of the fact that knowledge is higher
when the answer is easier to understand.

Deferral of state pension receipt

Upon reaching the SPA, individuals can choose to claim their state pension
entitlement, or they can ‘defer’ their entitlement (not start to claim
immediately) and receive an increased entitlement when they do start to claim.
Since April 2005, individuals who deferred their entitlement have been able to
receive a 1% increase in their subsequent weekly state pension for every five
weeks that they have deferred, while those deferring for at least one year have
(since April 2006) been given the option of a lump-sum payment of the
amount deferred plus interest (paid, approximately, at the Bank of England
base rate plus 2 percentage points).27

Paying a more generous state pension to those who have deferred receipt
might be seen as appropriate for two reasons. First, it might be seen as fair to
do so. Second, it might help to encourage individuals to remain in work for
longer. Emmerson and Wakefield (2003) suggest that this may be the case for
some liquidity-constrained individuals and that, additionally, if people see
deferment as a signal that later retirement is an accepted option for older
people, the social norm of the SPA being the age at which to retire may
change.

The generosity of the deferral arrangements, and any net cost to the
Exchequer, are likely to depend on what type of individuals benefit from the
arrangements. However, to date there is relatively little evidence on the
characteristics of individuals who have deferred receipt of their state pension.
Coleman et al. (2008) look at this issue, but their data were collected for their
study and were specifically designed to include a relatively large number of
individuals from certain types of deferral categories, rather than being
representative of the population as a whole. To remedy this lack of
representative data, a number of questions on deferral were included in the
2008-09 ELSA questionnaire and asked of individuals aged between the SPA
and 75.

Individuals aged between the SPA and 75 who were receiving a state pension
were asked whether they had started receiving it at the SPA or whether they
had deferred. Those who had deferred were then asked how long they had
deferred for, and whether they chose to receive the increment or the lump sum

Prior to April 2005, deferral was possible but less generous: the increase was 1% for every
seven weeks deferred, there was no lump-sum option and there was a five-year limit on how
long an individual could defer for.
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when they did start to draw their state pension. Around 2% of individuals aged
between the SPA and 75 were receiving a state pension income when
interviewed but had deferred receipt in the palst.28 Sample sizes are too small
for any robust analysis but, illustratively, nearly three-in-five individuals
reported that they had chosen to receive the weekly increment, just over a
quarter reported they received a lump sum and the remainder did not know.

Those aged between the SPA and 75 but not receiving the state pension were
asked whether this was because they were not entitled to one or because they
had deferred. Those answering that they had deferred were then asked whether
they intended to receive a higher weekly state pension or a lump-sum
payment, and how long they expected to defer for. Of those between the SPA
and 75 not receiving the state pension, 2.6% answered that they were entitled
to a state pension but had chosen to defer claiming it, with the split between
those intending to take the weekly increment, those intending to take a lump
sum and those who had not yet decided being around one-third each.

While the sample sizes at this stage are too small to do any real subgroup
analysis of people who do actually defer, it is interesting to note that women
were more likely to be deferring their state pension or to have deferred
claiming it in the past than men and, of those who had deferred, women seem
to have been slightly more likely to claim the weekly increment than men. As
future waves of ELSA add to these data, more detailed analysis of the
characteristics associated with these decisions will be an interesting area for
future research.

Conclusions

Understanding the nature of employment and withdrawal from the labour
market at older ages is an important issue. The increasingly aged population in
England will potentially put greater financial pressure on public and private
resources to provide for older individuals. Increasing the employment of older
people will be one important way of alleviating these pressures. Furthermore,
the increasingly aged workforce means that a greater proportion of potential
employees will be older in coming years than has previously been the case;
this perhaps makes issues around the barriers to working posed by work
disability even more salient.

The longitudinal data supplied by ELSA provide an invaluable resource for
examining changes in work patterns over time — covering both broad
economic outcomes and more specific policy-related questions (such as
knowledge of changes to the female SPA) and how these relate to numerous
other characteristics. This chapter has provided some very preliminary
analysis of the patterns of economic activity observed over the first four waves
of ELSA (from 2002-03 to 2008-09), including changes in individual
behaviour over time and changes in behaviour across cohorts.

*The 2008-09 wave of ELSA contains a sample of 4,039 individuals aged between the SPA
and 75, and so 1.9% (rounded to 2% in the main text) of this is a subsample of 77 individuals,
while 2.6% (the proportion currently deferring at the time of the interview) is a subsample of
103 individuals.
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Understanding the causes of the timing and means of exiting from work would
require the data to be interpreted within a structural model of individual
behaviour — this is beyond the scope of this chapter but could certainly be
pursued in future work. The additional data available on many of the ELSA
respondents from the life-history interviews and the linked administrative data
should also provide further useful insights into lifetime patterns of
employment and their relationship to later-life outcomes.
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Appendix 2A

Table 2A.1. Percentage in full-time and part-time paid work, by age and sex, 2002-03 and 2008—09

% in paid work % full-time % part-time Unweighted N
2002-03 2008-09 2002-03 2008-09 2002-03 2008-09 2002-03 2008-09
Men 42.3 44.2 34.7 33.9 7.6 10.3 5,126 4,290
5054 83.2 83.0 76.5 73.7 6.8 9.3 883 457
55-59 72.6 77.1 63.6 65.0 9.0 12.1 1,003 782
60—64 471 55.4 35.8 40.0 11.3 15.4 790 875
65-69 15.7 22.7 5.7 7.7 10.0 15.0 796 692
70-74 10.2 9.2 2.6 1.6 7.6 7.6 672 661
75+ 3.0 2.7 0.6 0.4 2.4 2.2 982 823
Women 30.4 31.6 12.1 12.7 18.3 18.9 6,166 5,291
5054 75.4 73.3 35.6 38.7 39.8 34.6 1,068 532
55-59 60.8 66.0 26.0 29.1 34.8 36.8 1,156 988
60—64 29.5 35.0 7.2 8.6 22.3 26.5 869 1,067
65-69 12.9 13.8 1.4 1.5 11.6 12.3 906 786
70-74 4.1 5.2 0.4 0.2 3.7 4.9 795 780
75+ 0.9 0.8 0.2 0.1 0.7 0.7 1,372 1,138
All 359 37.5 22.5 22.6 134 14.9 11,292 9,581
5054 79.3 78.1 55.9 56.1 23.4 22.0 1,951 989
55-59 66.6 71.5 44.6 46.8 22.1 24.6 2,159 1,770
60—64 38.1 44.9 21.2 23.8 16.9 21.1 1,659 1,942
65-69 14.3 18.1 34 4.5 10.8 13.6 1,702 1,478
70-74 6.9 7.1 1.4 0.9 54 6.2 1,467 1,441
75+ 1.7 1.6 0.3 0.2 1.4 1.3 2,354 1,961

Notes: Excludes those individuals who did not know their hours of work. Weighted, using cross-sectional weights.
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Table 2A.2. Percentage in full-time and part-time paid work, by age and education, 2002-03 and
2008-09

% in paid work % full-time % part-time Unweighted N
2002-03 2008-09 2002-03 2008-09 2002-03 2008-09 2002-03 2008-09
50-54 79.3 78.0 55.9 55.9 234 22.1 1,916 972
Low 74.7 70.5 494 52.3 254 18.2 818 284
Mid 80.8 80.4 58.2 56.5 22.5 24.0 723 466
High 86.6 83.6 65.6 60.0 21.0 23.6 375 222
55-59 66.7 71.7 44.5 46.8 22.1 24.9 2,097 1,736
Low 62.9 64.7 40.0 42.5 23.0 22.1 1,026 591
Mid 67.2 73.0 44.7 46.5 224 26.5 771 690
High 78.4 80.2 59.9 53.9 18.5 26.3 300 455
60-64 38.2 44.7 21.2 23.6 17.0 21.1 L615 1,912
Low 35.7 40.8 21.8 22.7 13.9 18.1 907 841
Mid 38.7 46.6 19.0 23.8 19.6 22.8 488 754
High 473 52.3 23.0 25.7 24.3 26.6 220 317
65-69 14.2 17.9 3.5 44 10.7 13.5 1,667 1,457
Low 11.9 13.9 33 4.5 8.6 9.4 1,001 741
Mid 17.2 214 3.7 4.2 13.5 17.3 496 494
High 19.1 26.1 3.9 4.7 15.2 21.4 170 222
70-74 6.7 7.1 14 0.9 53 6.2 1,431 1,416
Low 5.9 6.8 1.1 0.7 4.8 6.1 881 775
Mid 6.8 6.2 1.4 1.7 5.4 4.6 443 461
High 14.3 11.2 4.7 0.0 9.6 11.2 107 180
75+ 1.7 1.6 0.4 0.2 14 14 2,300 1,913
Low 1.1 1.5 0.2 0.3 0.9 1.2 1,416 1,089
Mid 2.3 1.5 0.4 0.1 1.9 14 747 660
High 5.6 3.2 1.3 0.5 4.3 2.7 137 164
All 35.9 375 22.5 22.6 134 15.0 11,026 9,406
Low 29.5 274 17.8 16.3 11.7 11.0 6,049 4,321
Mid 39.4 43.1 24.8 25.8 14.6 17.3 3,668 3,525
High 56.2 56.5 38.5 34.8 17.7 21.7 1,309 1,560

Notes: Excludes those individuals who did not know their hours of work and individuals who reported still being in full-time
education. Weighted, using cross-sectional weights.
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Table 2A.3. Percentage in full-time and part-time paid work, by age and wealth quintile, 2002-03 and
2008-09

% in paid work % full-time % part-time Unweighted N
2002-03 2008-09 2002-03 2008-09 2002-03 2008-09 2002-03 2008-09
50-54 79.4 77.9 55.9 55.7 23.5 22.2 1,903 952
Poorest 48.8 53.5 30.8 34.9 18.0 18.6 299 180
2 81.3 81.4 58.9 62.8 22.4 18.6 398 228
3 89.7 86.0 64.5 62.2 25.2 23.7 401 184
4 87.6 84.7 63.6 61.4 24.0 23.3 428 180
Richest 80.8 83.3 54.3 55.6 26.5 27.8 377 180
55-59 66.3 71.5 44.6 46.9 21.7 24.6 2,107 1,726
Poorest 422 48.1 27.1 339 15.1 14.2 309 275
2 66.9 74.6 47.1 50.4 19.8 24.3 401 353
3 75.1 77.9 49.8 50.7 25.3 27.1 404 313
4 73.7 80.2 50.8 51.7 229 28.5 456 357
Richest 67.1 73.2 43.7 45.9 234 27.3 537 428
60-64 38.0 44.6 20.9 23.6 17.0 21.0 1,632 1,883
Poorest 21.9 28.0 14.4 15.8 7.5 12.2 247 301
2 36.7 49.1 237 28.0 12.9 21.1 290 306
3 41.9 51.9 23.6 28.2 18.3 23.7 342 372
4 42.0 454 20.3 25.5 21.7 19.9 339 423
Richest 42.2 47.6 21.3 21.0 20.8 26.6 414 481
65-69 14.0 18.0 34 4.5 10.6 13.5 1,681 1,452
Poorest 7.6 10.6 3.6 2.8 4.0 7.8 278 216
2 9.4 14.9 2.1 5.8 7.4 9.0 338 264
3 16.5 18.2 4.7 3.6 11.8 14.6 344 318
4 15.8 19.7 2.1 37 13.6 16.1 355 312
Richest 19.3 24.5 4.4 6.3 14.9 18.2 366 342
70-74 6.8 6.9 1.2 0.9 5.5 6.0 1,444 1,420
Poorest 5.6 5.7 0.3 1.5 5.3 4.2 309 256
2 4.5 4.2 1.5 0.0 3.0 4.2 321 255
3 7.6 5.6 0.4 0.6 7.1 5.0 285 295
4 5.5 8.8 1.4 0.6 4.1 8.2 291 302
Richest 12.0 9.9 2.7 1.7 9.2 8.2 238 312
75+ 1.6 1.5 0.3 0.2 1.3 1.3 2,327 1,934
Poorest 0.2 0.6 0.0 0.3 0.2 0.3 710 470
2 0.9 0.6 0.4 0.0 0.5 0.6 478 428
3 1.7 1.5 0.3 0.0 1.4 1.5 441 399
4 2.3 2.7 0.3 0.6 2.0 2.1 350 373
Richest 5.1 3.5 1.0 0.3 4.0 32 348 264
All 35.7 37.2 22.4 224 13.3 14.8 11,094 9,367
Poorest 17.2 22.0 10.3 13.7 6.8 8.3 2,152 1,698
2 344 39.1 234 25.9 11.0 13.1 2,226 1,834
3 41.0 39.5 26.0 23.7 15.1 15.8 2,217 1,881
4 432 41.2 27.4 24.5 15.8 16.6 2,219 1,947
Richest 42.5 444 24.8 24.3 17.7 20.2 2,280 2,007

Notes: Excludes those individuals who did not know their hours of work and individuals for whom benefit-unit-level wealth could
not be calculated, due to non-response of one member of the benefit unit. Weighted, using cross-sectional weights.
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Table 2A.4. Percentage in full-time and part-time paid work, by age and region, 2002-03 and 2008-09

% in paid work % full-time % part-time Unweighted N
2002-03  2008-09 | 2002-03  2008-09 | 2002-03 2008-09 | 2002-03  2008-09

50-54 79.3 78.1 55.9 56.1 234 22.0 1,951 989
North East 70.3 78.6 45.6 59.9 24.7 18.7 124 55
North West 77.0 78.5 58.1 52.8 18.8 25.7 264 128
Yorkshire & Humber 76.3 70.5 514 49.6 25.0 20.9 230 112
East Midlands 79.0 75.2 56.5 51.1 22.5 24.1 215 104
West Midlands 77.1 74.5 53.3 46.7 23.8 27.9 201 105
East of England 85.5 85.3 58.6 63.5 26.9 21.8 233 129
London 77.0 66.8 54.3 51.8 22.7 15.0 180 94
South East 82.9 83.9 61.1 59.8 21.7 24.1 296 168
South West 82.8 85.7 56.4 68.1 26.4 17.6 208 94
55-59 66.6 714 44.6 46.8 22.1 24.7 2,159 1,769
North East 59.4 63.4 37.3 39.0 22.0 24.4 136 106
North West 63.1 72.2 42.9 44.6 20.2 27.6 288 224
Yorkshire & Humber 56.8 67.4 35.0 42.4 21.8 25.0 227 199
East Midlands 69.5 75.0 453 50.5 24.1 24.5 213 194
West Midlands 67.2 72.2 42.6 48.8 24.6 23.4 234 193
East of England 72.3 68.9 53.8 48.2 18.6 20.7 224 222
London 67.3 69.4 48.1 53.2 19.2 16.2 229 168
South East 71.2 79.7 47.5 51.4 23.8 28.2 373 272
South West 67.7 67.7 44.0 37.4 23.7 30.2 235 191
60-64 38.1 44.9 21.2 239 16.9 21.0 1,659 1,941
North East 17.8 39.1 8.8 23.8 9.0 15.3 107 120
North West 27.3 40.8 14.3 22.1 13.0 18.7 227 227
Yorkshire & Humber 33.7 41.7 20.6 19.8 13.1 22.0 186 201
East Midlands 39.1 46.7 23.8 25.6 153 21.1 165 219
West Midlands 35.0 43.8 18.0 20.7 17.1 23.1 169 203
East of England 47.3 49.5 22.5 28.2 24.7 21.3 200 246
London 47.1 46.1 27.9 25.6 19.1 20.5 173 177
South East 48.1 46.1 27.1 25.2 21.0 20.9 269 341
South West 35.0 46.2 21.0 22.2 14.0 24.0 163 207
65-69 14.3 18.1 34 4.5 10.8 13.6 1,702 1,478
North East 7.9 8.3 1.6 1.0 6.4 7.3 128 81
North West 10.4 15.1 3.2 6.3 7.2 8.8 216 187
Yorkshire & Humber 10.1 19.5 3.1 3.6 7.0 159 185 173
East Midlands 17.0 11.7 3.8 3.2 13.2 8.5 159 149
West Midlands 10.6 19.1 1.6 5.8 9.0 13.3 195 149
East of England 19.9 18.6 4.8 39 15.1 14.7 207 197
London 18.6 22.4 5.8 7.3 12.8 15.1 145 128
South East 19.6 20.6 4.4 4.0 15.2 16.6 267 244
South West 11.2 20.1 2.1 33 9.2 16.8 200 170
70-74 6.9 7.1 14 0.9 54 6.2 1,467 1,441
North East 1.9 2.4 0.0 1.4 1.9 1.0 117 100
North West 4.4 34 2.0 0.0 24 34 201 160
Yorkshire & Humber 6.5 4.9 1.8 0.7 4.7 4.1 167 149
East Midlands 9.2 7.4 1.4 0.6 7.8 6.8 140 138
West Midlands 5.1 5.6 23 0.6 2.8 4.9 167 165
East of England 5.9 11.5 0.6 0.0 5.3 11.5 164 186
London 5.5 6.5 0.0 0.0 5.5 6.5 126 117
South East 10.2 10.3 0.8 3.6 9.3 6.7 220 247
South West 11.1 7.2 3.0 0.0 8.1 7.2 165 179
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Table 2A.4 continued
% in paid work % full-time % part-time Unweighted N
2002-03  2008-09 | 2002-03  2008-09 | 2002-03 2008-09 | 2002-03  2008-09
75+ 1.7 1.6 0.3 0.2 14 1.3 2,354 1,960
North East 0.7 0.6 0.0 0.0 0.7 0.6 132 138
North West 1.9 1.2 0.6 0.4 1.3 0.9 307 242
Yorkshire & Humber 0.4 2.1 0.0 0.9 0.4 1.3 238 209
East Midlands 1.4 3.9 0.0 0.5 14 34 203 188
West Midlands 1.8 1.0 0.7 0.5 1.2 0.6 259 236
East of England 2.5 1.1 0.7 0.0 1.8 1.1 262 217
London 2.2 0.9 0.8 0.0 14 0.9 243 164
South East 1.0 1.9 0.0 0.0 1.0 1.9 395 320
South West 2.7 1.5 0.3 0.0 2.4 1.5 315 246
All 359 37.5 22.5 22.6 134 14.9 11,292 9,578
North East 27.5 322 16.4 20.8 11.1 11.4 744 600
North West 32.9 35.7 22.1 21.4 10.8 14.4 1,503 1,168
Yorkshire & Humber 33.1 35.7 20.5 20.4 12.6 15.3 1,233 1,043
East Midlands 39.7 38.8 25.0 23.4 14.7 15.3 1,095 992
West Midlands 33.7 36.1 20.6 21.2 13.1 14.9 1,225 1,051
East of England 40.3 40.7 24.8 25.5 15.5 15.2 1,290 1,197
London 37.5 37.3 24.3 249 13.3 12.4 1,096 848
South East 39.8 41.0 24.9 24.5 15.0 16.5 1,820 1,592
South West 34.5 35.9 21.0 19.8 13.4 16.0 1,286 1,087

Notes: Excludes those individuals who did not know their hours of work and individuals living outside England. Weighted, using
cross-sectional weights.
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Table 2A.5. Percentage engaged in various non-work activities, by age and sex, 2002—03 and 2008-09

Categories of non-work activity:

% looking after home

% permanently sick

% mnot working % unemployed or family or disabled % retired Unweighted N
2002-03 2008-09 2002-03 2008-09 | 2002-03 2008-09 | 2002-03 2008-09 | 2002-03 2008-09 | 2002-03 2008-09
Men 57.0 54.3 1.6 1.6 1.0 0.9 7.1 6.3 46.8 45.0 5,186 4,398
50-54 16.5 16.2 2.2 2.6 1.3 1.8 8.1 7.3 4.3 34 896 477
55-59 26.9 21.9 3.2 3.8 0.8 1.0 12.1 9.8 9.8 7.3 1,020 819
60-64 51.7 429 3.3 1.8 1.1 0.4 16.1 11.4 30.5 28.9 808 909
65-69 83.5 76.3 0.1 0.1 0.6 0.9 22 2.6 80.2 72.3 803 701
70-74 89.3 90.1 0.0 0.0 1.0 0.8 1.2 2.0 86.9 87.1 676 666
75+ 96.9 96.9 0.0 0.0 0.9 0.9 0.9 1.6 95.1 94.2 983 826
Women 69.2 66.8 0.3 0.7 154 10.3 5.8 5.3 47.0 50.3 6,205 5,407
50-54 24.2 25.3 1.2 1.6 12.6 13.3 7.5 8.0 2.5 2.2 1,085 562
55-59 38.9 32.5 0.5 1.9 16.4 11.5 10.9 10.2 10.1 8.4 1,165 1,033
60-64 69.6 63.0 0.0 0.3 14.5 8.8 35 2.3 51.2 514 880 1,098
65-69 87.0 854 0.0 0.0 13.5 10.2 2.6 2.7 70.2 72.3 907 793
70-74 95.9 94.7 0.0 0.0 17.3 8.5 34 2.5 74.9 83.7 795 781
75+ 99.0 99.0 0.0 0.1 17.3 9.6 53 4.2 75.4 85.2 1,373 1,140
All 63.5 60.9 0.9 1.1 8.7 5.9 6.4 5.8 46.9 47.8 11,391 9,805
50-54 20.4 20.8 1.7 2.1 7.0 7.6 7.8 7.7 34 2.8 1,981 1,039
55-59 33.0 27.3 1.9 2.8 8.7 6.3 11.5 10.0 9.9 7.9 2,185 1,852
60-64 60.8 53.2 1.6 1.0 7.9 4.7 9.7 6.7 41.0 40.4 1,688 2,007
65-69 85.3 81.0 0.1 0.0 7.4 5.7 24 2.7 74.9 72.3 1,710 1,494
70-74 92.9 92.6 0.0 0.0 9.9 4.9 24 2.3 80.4 85.3 1,471 1,447
75+ 98.2 98.2 0.0 0.0 11.0 6.0 3.6 3.1 83.0 88.9 2,356 1,966

Notes: Types of non-work activity (‘unemployed’, ‘looking after home or family’, ‘permanently sick or disabled’ and ‘retired’) do not sum across the row to ‘% not working’ due to the
exclusion from the table of the ‘other’ category. Weighted, using cross-sectional weights.
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Table 2A.6. Percentage engaged in various non-work activities, by age and wealth quintile, 2002—03 and 2008-09

Categories of non-work activity:

% looking after home

% permanently sick

% mnot working % unemployed or family or disabled % retired Unweighted N
2002-03 2008-09 2002-03 2008-09 | 2002-03 2008-09 | 2002-03 2008-09 | 2002-03 2008-09 | 2002-03 2008-09
50-54 20.3 21.0 1.7 21 6.8 7.6 7.9 7.8 34 29 1,931 1,001
Poorest 49.8 454 6.3 4.9 12.5 11.1 28.0 27.2 1.5 2.1 308 184
2 18.5 17.8 1.0 2.6 5.0 6.9 10.6 5.7 2.0 2.0 402 238
3 10.1 13.1 0.2 1.1 4.5 5.6 2.8 34 24 3.0 407 195
4 12.3 14.7 0.8 0.9 5.0 7.6 2.0 2.9 4.3 2.3 431 188
Richest 18.9 15.4 14 0.9 8.9 7.3 1.0 04 6.6 52 383 196
55-59 333 27.2 1.9 2.7 8.7 6.3 11.7 10.1 10.1 7.8 2,133 1,808
Poorest 56.2 49.5 6.6 5.7 10.0 8.0 344 31.6 4.0 3.7 317 288
2 32.8 24.5 14 44 10.2 35 13.9 12.5 6.6 3.6 404 365
3 24.4 21.3 0.8 1.7 6.2 7.1 8.7 6.3 8.0 6.1 412 326
4 26.1 18.7 1.3 1.7 6.7 6.3 6.9 2.7 10.8 8.1 459 378
Richest 32.7 25.4 1.0 0.8 10.3 7.1 2.5 2.0 17.5 15.4 541 451
60-64 60.9 53.4 1.6 1.0 7.9 4.8 9.8 6.8 41.0 40.4 1,661 1,947
Poorest 76.1 70.6 2.7 1.8 7.2 4.3 25.6 19.6 40.2 447 253 306
2 62.3 48.3 1.5 0.6 7.9 2.5 14.3 9.6 37.6 353 295 320
3 57.5 46.0 2.2 1.3 7.0 6.8 8.6 4.1 39.6 33.5 346 390
4 56.7 52.5 0.9 0.8 10.1 4.6 4.7 2.6 40.0 44.5 347 439
Richest 57.0 50.9 1.2 04 7.5 54 2.1 1.5 46.0 43.0 420 492
65-69 85.5 81.1 0.1 0.0 7.4 5.7 24 2.7 75.2 72.3 1,689 1,468
Poorest 91.7 88.9 0.3 0.0 8.5 4.7 6.3 4.3 76.6 78.6 280 217
2 90.0 84.2 0.0 0.0 7.5 44 2.8 5.7 79.2 74.2 340 266
3 83.5 81.0 0.0 0.2 7.7 6.3 1.8 3.1 74.0 71.5 344 321
4 83.7 79.0 0.0 0.0 4.2 7.2 0.5 0.3 78.2 71.3 357 317
Richest 80.2 74.5 0.0 0.0 9.1 5.7 1.2 0.9 68.4 67.9 368 347
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Table 2A.6 continued

Categories of non-work activity:
% permanently sick
% mnot working % unemployed % looking after home or disabled % retired Unweighted N
2002-03 2008-09 2002-03 2008-09 2002-03 2008-09 2002-03 2008-09 2002-03 2008-09 2002-03 2008-09
70-74 93.0 92.7 0.0 0.0 9.9 5.0 24 2.3 80.6 85.4 1,448 1,426
Poorest 94.4 94.3 0.0 0.0 11.1 5.0 5.2 4.0 77.8 85.3 309 256
2 95.2 95.2 0.0 0.0 8.1 6.7 1.3 2.6 85.5 85.8 322 257
3 92.4 94.1 0.0 0.0 8.3 4.4 2.5 2.9 81.6 86.9 285 296
4 94.5 90.6 0.0 0.0 10.3 4.4 1.3 1.2 83.0 85.0 291 304
Richest 86.9 89.7 0.0 0.0 12.1 4.5 1.3 0.9 73.2 84.0 241 313
75+ 98.3 98.2 0.0 0.0 10.9 6.1 3.6 3.2 83.1 88.9 2,329 1,939
Poorest 99.8 98.8 0.0 0.0 7.6 3.8 5.0 5.6 86.7 89.4 710 472
2 99.1 99.4 0.0 0.0 12.0 6.1 4.0 3.9 82.3 89.3 478 428
3 98.1 98.5 0.0 0.2 10.7 6.6 1.8 1.8 84.5 89.8 442 399
4 97.7 97.3 0.0 0.0 14.3 8.0 2.8 1.9 80.0 87.2 350 373
Richest 94.6 95.5 0.0 0.0 13.6 7.4 2.8 0.3 77.9 87.8 349 267
All 63.8 61.2 0.9 1.1 8.7 5.9 6.5 5.8 47.1 48.1 11,191 9,589
Poorest 81.9 76.7 2.2 2.0 9.2 5.8 15.0 15.2 54.9 53.4 2,177 1,723
2 65.1 59.4 0.6 1.5 8.6 5.0 7.8 7.1 47.6 45.6 2,241 1,874
3 58.5 59.0 0.5 0.8 7.4 6.3 43 3.7 45.8 48.1 2,236 1,927
4 56.4 57.2 0.6 0.6 8.2 6.4 3.2 2.0 439 48.0 2,235 1,999
Richest 56.9 53.7 0.7 0.4 10.0 6.3 1.9 1.2 43.5 45.4 2,302 2,066

Notes: Individuals for whom benefit-unit-level wealth could not be calculated, due to non-response of one member of the benefit unit, are excluded. Types of non-work activity (‘unemployed’,

‘looking after home or family’, ‘permanently sick or disabled’ and ‘retired’) do not sum across the row to ‘% not working’ due to the exclusion from the table of the ‘other’ category.
Weighted, using cross-sectional weights.
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Table 2A.7. Prevalence of work disability, working and disability-related benefit receipt, by age and sex, 2008-09

Work disabled Not work disabled
% of sample Not working Working Not working Working
Received benefits No benefits Received benefits No benefits Received benefits No benefits Received benefits No benefits Unweighted N
Men 10.6 7.0 1.3 6.2 1.0 18.1 0.9 55.0 2,817
50-54 6.3 2.7 23 6.7 0.0 6.6 0.8 74.6 458
55-59 10.6 2.6 0.8 8.1 0.7 8.1 1.3 67.9 798
60-64 14.2 7.4 1.9 5.9 1.8 19.2 0.6 49.0 885
65-69 9.8 18.4 0.2 2.9 1.8 46.1 0.4 20.3 676
Women 94 11.5 0.5 51 0.8 279 0.5 44.3 3,426
50-54 7.8 6.2 1.0 7.1 0.6 10.3 14 65.5 552
55-59 11.4 6.0 0.6 6.8 0.4 14.7 0.4 59.7 1,019
60-64 7.2 16.0 0.3 4.0 1.1 38.3 0.3 32.8 1,080
65-69 10.6 19.9 0.1 1.7 1.2 53.8 0.3 12.5 775
All 10.0 9.3 0.9 5.6 0.9 23.1 0.7 49.5 6,243
50-54 7.1 4.5 1.6 6.9 0.3 8.5 1.1 69.9 1,010
55-59 11.0 43 0.7 7.4 0.5 11.5 0.8 63.7 1,817
60-64 10.6 11.9 1.1 4.9 14 29.0 0.5 40.7 1,965
65-69 10.2 19.2 0.2 2.3 1.5 50.1 0.4 16.2 1,451

Notes: Sample is all core members aged between 50 and 69 who responded to the relevant questions about work disability, work status and benefit receipt. Weighted, using cross-sectional

weights.
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Table 2A.8. Prevalence of work disability, working and disability-related benefit receipt, by wealth quintile and sex, 2008-09

Work disabled Not work disabled
% of sample Not working Working Not working Working
Received benefits No benefits Received benefits No benefits Received benefits No benefits Received benefits No benefits Unweighted N
Men 10.8 6.7 1.3 6.1 1.1 18.0 0.9 55.0 2,750
Poorest 32.1 11.8 1.4 6.2 2.5 12.1 0.3 33.6 427
2 11.4 7.6 1.6 8.6 1.1 14.4 1.7 53.5 511
3 7.6 4.1 2.6 6.4 0.5 16.9 1.5 60.4 531
4 53 6.9 0.4 5.8 0.7 19.5 0.4 61.1 613
Richest 1.9 4.1 0.6 4.1 0.9 25.4 0.6 62.4 668
Women 9.7 11.6 0.5 51 0.8 27.9 0.6 43.8 3,327
Poorest 24.0 18.6 0.6 5.1 1.5 20.0 0.7 29.5 539
2 12.2 10.7 1.4 7.2 14 19.0 0.8 47.2 648
3 8.0 11.7 0.4 4.7 0.2 29.4 0.3 454 672
4 4.7 10.2 0.1 3.5 0.5 31.6 0.9 48.4 682
Richest 2.2 8.1 0.1 4.8 0.6 37.6 0.1 46.4 786
All 10.3 9.2 0.9 5.6 0.9 23.1 0.7 49.3 6,077
Poorest 27.9 15.3 1.0 5.6 2.0 16.1 0.5 31.5 966
2 11.8 9.2 1.5 7.9 1.3 16.8 1.2 50.3 1,159
3 7.8 8.1 1.5 5.5 0.3 23.4 0.9 52.6 1,203
4 5.0 8.6 0.3 4.6 0.6 25.5 0.6 54.8 1,295
Richest 2.1 6.1 0.4 4.5 0.7 31.6 0.3 54.3 1,454

Notes: Sample is all core members aged between 50 and 69 who responded to the relevant questions about work disability, work status and benefit receipt and for whom a measure of non-
pension wealth was available. Individuals for whom benefit-unit-level wealth could not be calculated, due to non-response of one member of the benefit unit, are excluded. Weighted, using

cross-sectional weights.
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Table 2A.9. Prevalence of work disability, working and disability-related benefit receipt, by region and sex, 2008-09

Work disabled Not work disabled
% of sample Not working Working Not working Working
Received benefits  No benefits | Received benefits  No benefits | Received benefits  No benefits | Received benefits  No benefits Unweighted N

Men 10.6 7.0 1.3 6.2 1.0 18.1 0.9 54.9 2,815
North East 22.8 4.7 0.6 4.7 1.6 15.1 43 46.2 157
North West 13.8 7.9 1.0 5.0 1.4 16.6 0.7 53.6 359
Yorkshire & Humber 14.7 9.3 0.9 8.2 0.2 17.2 1.3 48.3 311
East Midlands 11.9 59 1.8 7.0 0.8 15.7 0.0 57.0 307
West Midlands 11.9 6.0 1.3 7.1 0.8 17.0 1.1 54.7 304
East of England 7.3 5.1 1.1 59 0.7 19.7 0.0 60.2 360
London 8.9 8.2 1.6 6.2 2.0 18.2 0.6 54.3 257
South East 6.9 7.3 1.1 6.0 0.4 20.4 0.5 57.5 455
South West 55 6.6 22 5.8 2.0 20.1 1.4 56.5 305
Women 9.4 11.5 0.5 51 0.8 27.9 0.5 44.3 3,426
North East 15.8 14.5 0.0 5.8 0.0 21.6 0.5 41.8 200
North West 10.8 9.4 1.5 52 1.2 28.2 0.9 42.8 411
Yorkshire & Humber 12.7 11.1 0.7 5.2 0.8 27.5 0.0 42.0 376
East Midlands 10.1 12.0 0.2 5.8 23 27.2 1.2 41.2 368
West Midlands 11.8 13.3 0.6 6.3 0.7 253 0.5 41.5 348
East of England 7.9 9.9 0.2 24 0.7 32.1 0.4 46.3 442
London 8.5 14.0 0.4 5.0 0.7 28.4 0.4 42.6 320
South East 5.8 10.0 0.6 54 0.3 26.7 0.3 50.9 585
South West 7.7 12.2 0.0 52 0.4 30.5 0.9 43.1 376
All 10.0 9.3 0.9 5.6 0.9 23.1 0.7 49.5 6,241
North East 19.2 9.8 0.3 52 0.8 18.5 23 439 357
North West 12.3 8.7 1.3 5.1 1.3 22.4 0.8 48.2 770
Yorkshire & Humber 13.7 10.2 0.8 6.7 0.5 22.4 0.7 45.1 687
East Midlands 11.0 9.0 1.0 6.4 1.6 21.6 0.6 48.9 675
West Midlands 11.8 9.6 1.0 6.7 0.7 21.1 0.8 48.1 652
East of England 7.6 7.6 0.6 4.1 0.7 26.1 0.2 53.1 802
London 8.7 11.2 1.0 5.6 1.3 23.4 0.5 48.3 577
South East 6.3 8.8 0.8 5.7 0.3 23.7 04 54.0 1,040
South West 6.6 9.5 1.0 5.5 1.2 25.5 1.1 49.6 681

Notes: Sample is all core members aged between 50 and 69 who responded to the relevant questions about work disability, work status and benefit receipt. Those living outside England are

excluded. Weighted, using cross-sectional weights.
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Table 2A.10.

Prevalence of work disability, working and disability-related benefit receipt, by education level and sex, 2008—09

Work disabled Not work disabled
% of sample Not working Working Not working Working
Received benefits No benefits Received benefits No benefits Received benefits No benefits Received benefits No benefits Unweighted N
Men 10.6 7.0 1.2 6.3 1.0 18.2 0.9 54.8 2,768
Low 17.8 10.0 1.3 7.3 14 15.9 0.8 45.5 1,106
Mid 7.3 5.2 1.4 6.4 0.7 20.5 0.9 57.6 1,023
High 2.1 4.4 0.6 43 0.7 18.9 0.9 68.0 639
Women 94 11.5 0.5 5.0 0.8 28.0 0.6 44.3 3,368
Low 13.5 15.6 0.6 5.2 1.3 30.5 0.8 324 1,338
Mid 8.1 9.4 0.4 5.1 0.5 25.6 0.4 50.4 1,420
High 2.0 6.8 0.6 4.2 0.2 27.6 0.3 58.3 610
All 10.0 9.3 0.9 5.7 0.9 23.2 0.7 494 6,136
Low 15.6 12.9 1.0 6.2 1.3 23.4 0.8 38.8 2,444
Mid 7.8 7.5 0.9 5.7 0.6 23.3 0.6 53.7 2,443
High 2.1 5.5 0.6 4.3 0.5 22.8 0.7 63.7 1,249

Notes: Sample is all core members aged between 50 and 69 who responded to the relevant questions about work disability, work status and benefit receipt. Individuals who reported still being
in full-time education are excluded. Weighted, using cross-sectional weights.
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Employment, retirement and pensions

Table 2A.11. Transitions in reported work disability between 2004—-05, 2006—-07 and 2008—09, by age
in 2004-05 and sex

% DDD DND DDN/DNN NDD/NND NDN NNN N
Men 15.3 2.3 7.4 9.3 4.4 61.4 1,820
50-54 10.1 1.0 4.2 5.2 4.5 74.9 287
55-59 15.6 23 59 8.5 3.7 64.0 614
60-64 15.4 3.0 9.2 11.3 3.8 57.4 469
65-69 18.0 22 9.8 10.9 5.8 533 450
Women 14.8 3.0 8.1 10.1 3.7 60.3 2,321
50-54 11.6 1.1 6.4 6.8 3.0 71.0 438
55-59 14.4 4.0 9.5 7.4 29 61.9 759
60-64 18.0 2.7 6.6 10.7 39 58.0 588
65-69 14.4 35 9.1 15.9 54 51.7 536
All 15.0 2.7 7.8 9.7 4.0 60.8 4,141
50-54 11.0 1.1 5.5 6.2 3.6 72.6 725
55-59 14.9 32 7.9 7.9 33 62.9 1,373
60-64 16.8 2.8 7.8 11.0 39 57.7 1,057
65-69 16.0 2.9 9.4 13.6 5.6 52.4 986

Notes: The three-letter initialisms denote the pattern of reported work disability in each of the survey years 2004—05, 2006-07 and
2008-09 respectively. ‘D’ denotes reporting being work disabled while ‘N’ denotes reporting not being work disabled. Excludes
those who did not respond to the questions about health limiting the ability to work. Unweighted.

Table 2A.12. Labour market movements across the first four waves of ELSA, by sex

Men Women All
Always full-time 29.8 11.0 21.5
Always part-time 2.9 16.0 8.6
Always inactive 26.0 25.8 259
Full-time to part-time 7.3 6.6 7.0
Full-time — part-time —
inactive 2.3 2.2 2.3
Full-time to inactive 15.1 7.2 11.6
Part-time to inactive 3.6 16.1 9.1
Other 12.9 15.2 13.9
N 1,563 1,357 2,920

Notes: Includes only individuals who were aged under the SPA in 2002-03. ‘Other’ includes all individuals whose work pattern
does not match one of the listed options, or who did not know their hours of work in one or more waves. Weighted using
longitudinal weights.
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Employment, retirement and pensions

Table 2A.13. Expectations of being in work after age X, by self-reported health status, 2002-03 and
2008-09

Mean % chance Difference Unweighted N
2002-03 2008-09 2002-03 2008-09
X=55
Women 50-54 65.7 72.1 6.4 1,075 545
Excellent/very good/good 71.3 79.9 8.6 869 432
Fair/poor 40.6 42.6 2.1 206 113
X =60
Men 50-54 55.0 60.4 5.5 875 453
Excellent/very good/good 59.5 65.2 5.7 717 360
Fair/poor 34.2 42.0 7.8 158 93
Women 55-59 35.5 48.0 12.5 1,134 1,011
Excellent/very good/good 39.5 52.9 13.4 861 802
Fair/poor 22.6 29.7 7.0 273 209
Men 55-59 559 62.1 6.2 985 797
Excellent/very good/good 61.7 68.2 6.5 757 629
Fair/poor 36.7 40.5 3.8 228 168
X=065
Men 60-64 25.5 31.7 6.2 780 879
Excellent/very good/good 32.0 36.1 4.1 557 676
Fair/poor 9.0 18.8 9.8 223 203

Notes: Excludes those who did not know their probability of being in employment or who did not answer the question about self-
rated health. Weighted, using cross-sectional weights.

Table 2A.14. Expectations of being in work after age X, by work status, 2002-03 and 2008—09

Mean % chance Difference Unweighted N
2002-03 2008-09 2002-03 2008-09
X=55
Women 50-54 65.7 72.1 6.4 1,075 545
Working 82.1 87.9 5.9 809 417
Not working 13.7 22.0 8.2 266 128
X =060
Men 50-54 55.0 60.4 5.5 875 453
Working 62.5 68.0 54 734 381
Not working 16.0 18.9 2.9 141 72
Women 55-59 35.5 48.0 12.5 1,135 1,011
Working 524 66.0 13.6 695 692
Not working 8.5 10.1 1.7 440 319
Men 55-59 559 62.1 6.2 986 797
Working 71.4 75.7 4.4 722 627
Not working 13.9 13.7 -0.2 264 170
X=65
Men 60-64 25.5 31.7 6.2 780 879
Working 47.1 51.0 39 377 518
Not working 5.2 5.3 0.1 403 361

Notes: Excludes those who did not know their probability of being in employment. Weighted, using cross-sectional weights.
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Employment, retirement and pensions

Table 2A.15. Expectations of being in work after age X, by private pension status, 2008-09

Mean % chance of being ;
in paid work after age X Unweighted N
X=55
Women 50-54 72.1 545
Defined benefit 80.9 197
Other private pension 79.6 179
No private pension 54.7 169
X =60
Men 50-54 60.4 453
Defined benefit 57.4 174
Other private pension 65.1 220
No private pension 52.4 59
Women 55-59 48.0 1,011
Defined benefit 48.3 382
Other private pension 57.5 339
No private pension 37.4 290
Men 55-59 62.1 797
Defined benefit 58.4 315
Other private pension 70.1 373
No private pension 45.0 109
X=065
Men 60-64 31.7 879
Defined benefit 22.8 346
Other private pension 39.3 426
No private pension 29.6 107

Notes: Excludes those who did not know their probability of being in employment. Weighted, using cross-sectional weights.
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Employment, retirement and pensions

Table 2A.16. Expectations of being in full-time work after age X, by current work status, 2008—09

Of all respondents... Of those who expect some chance of working after age X...
% chance Unweighted N % chance Unweighted N
X=55
Women 50-54 41.2 521 49.1 437
Working full-time 78.6 204 79.1 203
Working part-time 22.7 189 233 184
Not working 8.1 128 19.8 50
X =60
Men 50-54 42.2 441 494 374
Working full-time 51.3 325 55.0 302
Working part-time 25.6 44 29.5 38
Not working 9.4 72 20.0 34
Women 55-59 19.1 977 28.2 668
Working full-time 49.8 294 54.9 267
Working part-time 9.8 364 11.3 318
Not working 24 319 9.2 83
Men 55-59 433 772 524 639
Working full-time 60.4 507 62.4 489
Working part-time 20.8 95 23.0 85
Not working 6.3 170 16.7 65
X=065
Men 60-64 13.5 853 24.6 479
Working full-time 28.8 349 343 295
Working part-time 8.4 143 10.8 112
Not working 1.1 361 5.5 72

Notes: Excludes those who did not know either their probability of being in employment or their probability of being in full-time
employment. Weighted, using cross-sectional weights.

Table 2A.17. Distribution of reported SPA, by actual SPA, 2006—07 and 2008-09

Survey year: 200607 2008-09

Actual SPA: 60 Between 60 & 65 65 60 Between 60 & 65 65
Reported SPA
Don’t know 54 12.8 16.7 2.8 12.0 11.8
<60 1.0 1.6 1.4 0.8 0.7 1.7
60 78.9 345 25.6 80.8 25.5 24.9
>60 but <65: incorrect 10.0 7.3 17.1 13.0 9.0 13.9
>60 but <65: correct n/a 16.7 n/a n/a 23.6 n/a
to +3 months
>60 but <65: correct n/a 10.6 n/a n/a 15.5 n/a
to £4 to 12 months
65 4.0 15.0 34.1 2.0 11.9 434
>65 0.7 1.6 5.1 0.6 1.8 42
Unweighted N 669 729 212 281 983 295

Notes: Excludes proxy respondents. Weighted, using cross-sectional weights.
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Financial circumstances and
consumption

Alastair Muriel Institute for Fiscal Studies
Zoé Oldfield Institute for Fiscal Studies

In this chapter, we assess changes to the material living standards of
individuals aged 50 and over in England, taking advantage of the multiple
measures of material well-being in the ELSA data. The analysis in this chapter
shows the following:

Looking at changes in the distribution of income among individuals aged
between 50 and the state pension age (SPA) between 2002-03 and 2008—
09, we see that this age group has significantly higher average incomes in
real terms in 2008-09. Income is also somewhat more unequally
distributed in this age group than it was in 2002—-03.

The same holds true for individuals aged above the SPA: average incomes
are higher and inequality is somewhat greater.

Looking at changes in the sources of income between 2002—-03 and 2008—
09, we see that for individuals aged between 50 and the SPA, earnings
from employment have become a more significant source of income for
those towards the bottom of the income distribution, but a smaller share of
income for those towards the top.

Among individuals aged above the SPA, income from the state (benefits
and the state pension) remains the largest single source of income (on
average) for those in the bottom two-thirds of the income distribution.
However, its share of overall income has fallen slightly between 2002—03
and 2008-09, as income from private pensions has grown in importance
across the distribution.

Turning to changes in the distribution of wealth between 2002-03 and
2008-09, we see that the largest shift in the wealth distribution occurred
between 2002-03 and 2004-05, with a significant increase in wealth (on
average) between these years. This increase appears to have been driven
almost entirely by housing wealth, with other sources of wealth changing
little. However, recent declines in house prices have started to move this
trend into reverse.

After four waves of ELSA, we have now observed over a thousand
individuals both before and after their retirement. Comparing pre-
retirement incomes with post-retirement incomes, we find that average
income falls significantly (in real terms) on entering retirement. Most
individuals have post-retirement incomes amounting to less than three-
quarters of their pre-retirement income. However, among individuals with
low incomes (less than £150 per week) before retirement, income actually
tends to increase on entering retirement, perhaps as a result of state support
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for pensioners on low incomes (such as the Pension Credit) and the state
pension.

e Spending on basics (food, domestic fuel and clothing) at the mean went up
by 9.4% and spending on domestic fuel increased by 37.3% between
2004-05 and 2008-09.

¢ Spending on basics as a percentage of income can be used as a yardstick of
welfare. A quarter of households experienced an increase of more than 10
percentage points in the share of their income devoted to basics between
2004-05 and 2008-09.

¢ Those in the bottom income quintile (after controlling for other factors) are
17 percentage points more likely to experience a 10 percentage point or
more increase in the share of their income devoted to basics than those in
the top income quintile. If we choose to use spending on basics as a
percentage of income as a yardstick of welfare, this implies that the
poorest have been affected the most by the rise in prices of food and
domestic fuel.

e Retirement is not associated with a big change in the share of income
devoted to spending on basic goods and on leisure once changes in income
and other factors that occur around the time of retirement have been
accounted for.

Introduction

The living standards of older people have long been a concern of
policymakers, with the current coalition government committed to
‘safeguarding key benefits and pensions’ to provide older people ‘with the
support they need’, as part of the coalition’s programme for government.' The
previous Labour government also targeted the well-being of older people,
introducing a number of reforms to the tax and benefit system aimed at
reducing the number of pensioners living on very low incomes — notably, the
introduction of the Minimum Income Guarantee for pensioners, later replaced
by the Pension Credit. These policies attempted to create a ‘floor’ for
pensioners’ income, to ensure that the incomes of retired people could not fall
below a certain level (currently £132.60 per week for a single pensioner and
£202.40 per week for couples).

However, income is just one yardstick by which to measure living standards.
Another important aspect of individuals’ living standards is the level of their
consumption. Consumption and income are closely related but nonetheless can
tell us a different story about living standards. For example, Brewer, Goodman
and Leicester (2006) showed that the fall in relative income poverty for
pensioners seen in the 1990s and early 2000s was not replicated in terms of
expenditure. Because of the way that individuals draw down their savings to
fund consumption (and, equally, save at times when income is high),
consumption can tell us about longer-term living standards rather than the
snapshot picture that is sometimes given by looking at income alone.

"HM Government, 2010.
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In this chapter, we assess changes to the material living standards of
individuals aged 50 and over in England, taking advantage of the multiple
measures of material well-being in the ELSA data. We begin in Section 3.2 by
assessing changes to the income and wealth distribution between 2002-03 and
2008-09 (the first and fourth ELSA waves, respectively). We also use the
longitudinal nature of the ELSA data to examine how individuals’ pre-
retirement income compares with their income after retiring (the ‘replacement
rate’, an important statistic for retirement policy). In Section 3.3, we consider
what has happened to spending on ‘basics’ (food, domestic fuel and clothing)
between 2004-05 and 2008-09 (the second and fourth waves of ELSA).

Financial circumstances

3.2.1 Methods

Measurement of income in ELSA

From its inception, ELSA has included a wide range of questions relating to
respondents’ income from a range of sources, including income from
employment, private and state pensions, financial assets, state benefits and
other sources. Income information is collected at the family unit level,” so that
for couples who keep their finances together, only one member of the couple
is asked the series of income questions, while for couples who keep their
finances separate, the questions are asked of both respondents separately.

Information about each source of income is collected via a two-stage process:
respondents are first asked to report a precise value for their income from a
given source; any respondent who refuses to report (or is not sure of the exact
amount) is then asked a series of questions designed to elicit an upper and
lower bound for their income from that source. Where respondents have an
upper and lower bound, they are then allocated a precise value using an
imputation procedure known as the ‘conditional hot deck’.” This leaves only a
small fraction of respondents with completely missing income information
(see under ‘Sample’ below).

For the purposes of the analysis below, total income is defined net of taxes and
is the sum of employment income, income from self-employment, private
pension income, state pension income, other benefit income (excluding
Housing Benefit and Council Tax Benefit), asset income and any other
income. While our income measure is at the family unit level, we analyse the
data at the individual level, following the approach of the Department for
Work and Pensions (DWP) ‘Households Below Average Income’ series”
(though the latter measures incomes at the household, rather than the family
unit, level). This is motivated by the fact that it matters how many people are
living in a particular family unit (if two individuals are living in a low-income

’A family unit is defined as a single person or a couple and any dependent children that they
might have.

3See annex 9.1 of Marmot et al. (2003) for more information about imputation of income
components.

*See Brewer et al. (2009).
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family, we care about both those individuals’ welfare). Total family incomes
are adjusted to take into account family size (a procedure known as
‘equivalising’) using the modified OECD equivalence scale.” Cross-sectional
weights are used in all calculations.

Measurement of wealth in ELSA

The ELSA survey collects detailed information on respondents’ wealth,
including their financial wealth (savings and investments), physical assets and
debts (credit cards, loans, etc.). ELSA also has detailed questions relating to
respondents’ housing wealth (and any mortgage debt they may have) and
private pension wealth. Information regarding each source of wealth is
collected according to the same two-stage process as that described above,
with individuals who refuse to give an exact amount (or who do not know the
exact amount) being asked a series of questions designed to elicit upper and
lower bounds. As was the case for income sources, these individuals are then
allocated a precise amount using the ‘conditional hot deck’ imputation
procedure.

In the analysis below, we focus on total non-pension wealth (financial plus
physical plus housing wealth minus any debt). The analysis is conducted at the
individual level, though wealth is measured at the family unit level. As in the
income analysis, weights are used in all calculations.

Sample

For our cross-sectional analysis of incomes and wealth, our sample is all core
ELSA sample members in each wave. We exclude only individuals whose
income or wealth information is completely missing, even after being asked
the series of questions designed to elicit upper and lower bounds. This
removes less than 2% of the income and wealth samples in 2002—03 and just
under 3% of the income and wealth samples in 2008—09.

For our longitudinal analysis of replacement rates after retirement, our sample
is core ELSA sample members who were in work in 2002-03 and who were
still in the ELSA sample in 2008—09 but had retired from work by this time (a
sample of just over 1,000 individuals). To avoid our results being driven
entirely by outliers, however, we then remove from the sample individuals
whose incomes have been subject to imputation without a clear upper or lower
bound (‘open band’ imputation) for any income source. This stringent data
requirement reduces the sample to around 600 observations in total.

3.2.2 The income distribution

We begin by considering how the income distribution in ELSA has changed
over time, from the first ELSA wave in 2002—03 to the fourth ELSA wave in
2008-09. Figure 3.1A shows the distribution of family income (adjusted to

’Note, however, that the modified OECD equivalence scale is designed to adjust incomes at
the household, rather than the family unit, level. Over 80% of our sample live in households
with just one family unit, but for those who live in households with multiple family units the
use of this equivalence scale is an approximation. For more details regarding equivalence
scales, see the OECD documentation at http://www.oecd.org/dataoecd/61/52/35411111.pdf.
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take into account family size using the modified OECD equivalence scale)
among individuals between 50 and the state pension age (currently 60 years
old for women, 65 for men), in pounds per week (constant 2008—09 prices), in
ELSA in 2002-03 and 2008-09. Individuals have been placed into £10 income
bands. Negative incomes (such as self-employment losses) have been set to
zero — the left-most bar in the distributions — while incomes greater than £790
per week have been grouped together into the right-most bar (at £790—£800).
Figure 3.1B shows the income distribution for individuals aged above the state
pension age. Both figures also show measures of average income (mean and
median), as well as a measure of inequality — the Gini coefficient, which varies
between 0 and 1, with higher values signifying greater inequality.

The figures make clear that average income has increased, at both the mean
and the median, in both age groups, implying that real incomes have increased.
Incomes are also somewhat more unequally distributed in 2008—09 than they
were in 2002-03, with both age groups showing a modest rise in the Gini
coefficient.’

Unsurprisingly, average incomes are higher among individuals below the SPA
in both 2002-03 and 2008—09, though the gap between the two is smaller in
2008-09 (the mean income of pensioners is 33% below the mean for
individuals aged 50 to the SPA in 2002-03, but 26% below it by 2008-09).
The distribution of income among pensioners shows a particularly dramatic
shift: the 2002—-03 pensioner income distribution has a notable spike at around
£120 per week, due to clustering around the value of the Minimum Income
Guarantee, but by 2008-09 this spike has flattened out somewhat, with a mass
between about £130 and £250 per week but no pronounced spike. This lack of
a spike in the 200809 distribution may be partly due to a change in the
structure of the Minimum Income Guarantee, which was reformed (and
renamed the ‘Pension Credit’) in 2003. While the notion of a guaranteed
minimum income was maintained in the Pension Credit (known as the
‘Guarantee Credit’), the Pension Credit also paid additional money to
pensioners who had put aside some savings of their own towards their
retirement (attempting to address the disincentive to save created by the
Minimum Income Guarantee). This element of the Pension Credit (the
‘Savings Credit’) seems likely to have made benefit payments less tightly
bunched around a single value. Moreover, there are fewer individuals in the
2008-09 income distribution whose incomes are derived solely from the state
pension (topped up with the Pension Credit) than there were in 2002-03,
suggesting that private sources of income are becoming more important in this
age group (a possibility that we investigate further below).

Families derive their income from many different sources, such as earnings
from employment, income from the state (benefits and the state pension) and
income from private pensions. In Figure 3.2, we examine how different
sources of income have changed between 2002—03 and 2008-09, at different
points in the income distribution. As in Figure 3.1, we have separated the
population into those below the SPA (but aged 50 or over), shown in Figure
3.2A, and those above the SPA, shown in Figure 3.2B. For both age groups,

®Increasing inequality is also seen in these age groups in the Family Resources Survey, at least
up to 2006-07. See appendix A of Brewer, Muriel and Wren-Lewis (2009).
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we have divided individuals into 10 equally sized groups (decile groups) based
on their family income, from those with the lowest incomes (decile 1) to those
with the highest (decile 10).”

Figure 3.2A makes clear the extent to which state benefit income matters for
individuals below the SPA on low incomes, making up more than half of the
income of individuals in the bottom decile of the income distribution in both
2002-03 and 2008-09. Unsurprisingly, however, it is employment income

Figure 3.2A. Sources of income among individuals aged between 50 and
the state pension age, 2002—-03 and 2008-09
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Notes: Other income includes income from assets, self-employment and other payments into
the household. The sample is the cross-sectional sample in each wave as described in Section
3.2.1. The sample size for wave 1 (2002-03) is 4,861 and for wave 4 (2008-09) is 3,697.

"Note that income sources in these figures are still measured at the family unit level, so even
individuals below the SPA may be gaining some income from the state pension if their partner
is above the SPA, and retired individuals may still be gaining income from employment if
their partner is still working.
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Figure 3.2B. Sources of income among individuals above the state pension
age, 2002-03 and 2008-09
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Notes: Other income includes income from assets, self-employment and other payments into
the household. The sample is the cross-sectional sample in each wave as described in Section
3.2.1. The sample size for wave 1 (2002-03) is 6,330 and for wave 4 (2008—09) is 5,908.

which forms the largest income source for most individuals in this age group.
The trends over time are not large, but we do see some variation in the sources
at different points in the income distribution. It interesting to note that income
from employment has become a larger share of income for individuals towards
the bottom of the income distribution, but a smaller share of income among
those towards the top. Individuals towards the top of the income distribution
are instead deriving an increased fraction of their income from private
pensions, though ‘other’ sources of income (including income from assets)
remain an important income source for the top decile.

Figure 3.2B shows just how important income from the state (in the form of
both pensions and benefits) is for families containing individuals above the
SPA. For such families in the bottom two-thirds of the income distribution,
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state benefits/pensions form the largest single income source in both 2002—03
and 2008-09. However, the share of state income in total pensioner income
has fallen slightly, across the income distribution, as other income sources
have grown in importance.

The most significant increase is seen in private pension income, which makes
up a larger share of pensioners’ incomes in 2008—09 than it did in 2002-03
right across the income distribution. Indeed, towards the bottom of the income
distribution, the share of private pension income in total income has almost
doubled since 2002-03 (from an admittedly low base). There has also been a
significant increase in the share of income coming from private pensions at the
top of the pensioner income distribution, with private pension income now
comprising nearly half of all income for the top decile.

Interestingly, among individuals in the top half of the pensioner income
distribution (but not at the very top), income from employment has also grown
as a share of total income. This may reflect the fact that individuals are now
able to work and draw a pension from their employer at the same time,
following a reform in 2005.

These changes in the shares of different income sources are largely driven by
the changing composition of the pensioner population, rather than by changes
in the income sources of existing pensioners. Many of the oldest individuals in
the 2002-03 ELSA wave have subsequently died, and their ‘replacements’ in
the pensioner age group (individuals reaching the SPA by 2008-09) are a
younger cohort, who have been more exposed to changes in the pension
system which saw an increased emphasis on private (rather than state) pension
provision. When we repeat the analysis in Figure 3.2B using only the cohort of
individuals aged above the SPA in 2002-03 (excluding the ‘youngest’
pensioners from the sample), the fraction of income derived from the state
barely changes at all between 2002-03 and 2008—09.® Even this sensitivity test
will understate the full composition effect, since it ignores the impact of
members of the cohort dying between 2002—-03 and 2008—09. Nonetheless, it
supports the suggestion that these changes are driven largely by composition
effects, rather than by changes in the income sources of existing pensioners.

The picture that emerges from Figures 3.1B and 3.2B, then, is of a pensioner
population that has become better off, on average, between 2002—03 and
2008-09, though much of this will be due to composition changes rather than
to changing circumstances of existing pensioners. An increasing share of their
income comes from private sources (both employment and pensions) rather
than the state, but the state remains a hugely important income source for all
but the highest-income pensioners.

3.2.3 The wealth distribution

Having examined the flow of income among older people in England, we now
move on to consider their stock of wealth. Figures 3.3A and 3.3B show the
cumulative distribution of net total wealth, excluding pensions, for two age
groups (aged 50 to the SPA, and SPA plus), in all four ELSA waves to date.

¥Results available from the authors on request.
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Figure 3.3A. Cumulative distribution of net total wealth (excluding
pensions) among individuals aged between 50 and the state pension age,
2002-03 to 2008-09
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Figure 3.3B. Cumulative distribution of net total wealth (excluding
pensions) among individuals above the state pension age, 2002-03 to

2008-09
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Notes: The sample is the cross-sectional sample in each wave as described in Section 3.2.1.
The sample sizes for those below SPA in waves 1, 2, 3 and 4 are 4,860, 3,798, 3,610 and
3,697 respectively. The sample sizes for those above SPA in waves 1, 2, 3 and 4 are 6,329,

5,461, 4,963 and 5,908 respectively.
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Figure 3.4A. Cumulative distribution of net non-housing wealth
(excluding pensions) among individuals aged between 50 and the state
pension age, 2002-03 to 2008—09
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Figure 3.4B. Cumulative distribution of net non-housing wealth
(excluding pensions) among individuals above the state pension age, 2002—
03 to 200809
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Notes: The sample is the cross-sectional sample in each wave as described in Section 3.2.1.
The sample sizes for those below SPA in waves 1, 2, 3 and 4 are 4,860, 3,798, 3,610 and
3,697 respectively. The sample sizes for those above SPA in waves 1, 2, 3 and 4 are 6,329,
5,461, 4,963 and 5,908 respectively.
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Figure 3.5A. Cumulative distribution of net housing wealth among
individuals aged between 50 and the state pension age, 2002-03 to 2008-
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Figure 3.5B. Cumulative distribution of net housing wealth among
individuals over the state pension age, 2002-03 to 2008-09
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Notes: The sample is the cross-sectional sample in each wave as described in Section 3.2.1.
The sample sizes for those below SPA in waves 1, 2, 3 and 4 are 4,861, 3,799, 3,610 and
3,697 respectively. The sample sizes for those above SPA in waves 1, 2, 3 and 4 are 6,330,

5,462, 4,964 and 5,908 respectively.
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The lines in these figures show the fraction of individuals who have a given
level of wealth or less. For example, the line for ELSA wave 1 in Figure 3.3A
shows that half of individuals aged between 50 and the SPA had net total
wealth of £175,000 or less in 2002—03. When these lines shift to the right (as
they do in both figures), it means that individuals are getting wealthier, on
average. The figures make clear that the largest shift in the wealth distribution
occurred between 2002-03 and 2004-05, with comparatively little change
thereafter.

It is worth considering which sources of wealth were responsible for the large
increase in wealth between 2002-03 and 2004-05. Looking solely at the
distribution of non-housing wealth, in Figures 3.4A and 3.4B, we see that it
barely changed between 2002—03 and 2004-05, for both those above and those
below the SPA. This suggests that the increase between 2002—03 and 2004-05
was driven by housing wealth — a possibility confirmed by Figures 3.5A and
3.5B. We see that housing wealth grew very strongly between 2002—03 and
2004-05 (across the distribution), but remained largely static thereafter.
However, housing wealth fell slightly in real terms between 2006-07 and
2008-09, across most of the distribution, reflecting the recent decline in house
prices across the country.

3.2.4 Income replacement rates and retirement

The panel nature of the ELSA survey allows us to look at more than just cross-
sectional income and wealth distributions; we can also look at the evolution of
respondents’ financial circumstances over time, at the individual level. In this
section, we consider the important question of how individuals’ incomes
change when they enter retirement.

After four waves, ELSA now includes over a thousand respondents who have
been observed both before and after retirement. Taking as an initial sample the
individuals who were in work in 2002-03 but no longer working in 2008-09,
we are able to compare their pre-retirement (2002-03) net income with their
post-retirement (2008—09) net income. Table 3.1 shows average pre-retirement
and post-retirement incomes for this sample, as well as the distribution of
‘replacement rates’ — the ratio of post-retirement income to pre-retirement
income. A replacement rate of less than 1 implies that an individual’s income
fell after retirement, while a rate of greater than 1 implies that their income
increased. To avoid our results being driven entirely by outliers, we trim the
top and bottom 1% of incomes in each wave before calculating replacement
rates. As discussed under the heading ‘Sample’ in Section 3.2.1, we also
remove individuals whose income sources have been subject to imputation
without a definite upper bound (‘open band’” imputation), leaving a full sample
of just over 600 individuals.

The first row of Table 3.1 shows average incomes (per week) and replacement
rates for all retirees.” It shows that, on average, pre-retirement incomes in
ELSA are substantially higher than post-retirement incomes — around £389 per

’Defined simply as those who were in the labour force in 2002-03 but had left the labour force
by 2008-09.
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Table 3.1. Income replacement rates among retirees

Group Pre- Post- Replacement rates
retirement retirement (post-retirement income/pre-retirement income)
mean weekly  mean weekly |™yjean 10" 25" Median 75" 90" 95"
income income percentile  percentile percentile  percentile  percentile

All retirees 388.92 287.39 0.86 0.38 0.52 0.72 1.01 1.45 1.86
of whom:
Men 392.10 286.80 0.86 0.36 0.52 0.72 1.04 1.51 2.01
Women 385.95 287.96 0.87 0.40 0.52 0.72 0.99 1.37 1.73
By highest qualification:
Degree 595.91 466.44 0.75 0.36 0.51 0.71 0.88 1.23 1.52
A level 440.55 315.17 0.75 0.38 0.47 0.64 0.94 1.31 1.53
O level/CSE 348.41 277.18 0.95 0.37 0.53 0.74 1.16 1.62 2.06
By age in 2008-09:
Above state pension age 432.33 317.12 0.88 0.28 0.45 0.71 1.15 1.82 2.33
Below state pension age 374.98 277.16 0.86 0.41 0.53 0.72 0.98 1.37 1.65
Pre-retirement equivalised income:
<£150 per week 108.92 188.40 1.75 0.82 1.02 1.39 2.11 2.69 3.03
Between £150 and £250 p.w. 206.85 201.37 0.87 0.45 0.61 0.84 1.06 1.42 1.52
> £250 p.w. 487.01 330.78 0.71 0.33 0.46 0.64 0.83 1.15 1.30

Notes: Incomes are measured net of direct taxes and state benefits. Individuals whose incomes were imputed using ‘open band’ imputation in 2002—03 or 2008—09 have been
excluded from the sample. Incomes are in real terms, 2008—09 prices. The sample is ELSA sample members who were in work in 2002—-03 and who were still in the ELSA
sample in 2008—09 but who were not working at this time. The sample size is 1,116.
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week before retirement, but £287 after retirement (in real terms, constant
2008-09 prices).The mean replacement rate is significantly less than 1 (0.86),
implying that post-retirement income is more than 10% lower than pre-
retirement income, on average. The median replacement rate is lower still, at
around 0.72, implying that the majority of retirees enjoy incomes less than
three-quarters of their pre-retirement income.

The next rows of Table 3.1 show the same statistics for different subgroups of
the population. We begin by separating men and women, but see little
variation between the two — though this is likely to reflect the fact that men
and women in couples are allocated the same family incomes, so that any
differences would be driven by single men and women.

We next subdivide retirees up according to their level of education, and see
that among lower-educated retirees (those with O levels or lower) replacement
rates are substantially higher — close to 1 at the mean, with the top 5% of
replacement rates being in excess of 2. Individuals with these replacement
rates have substantially lower pre-retirement incomes, however, so even
without significant private pension savings, their state pension and benefit
entitlements may well be enough to replace much of their previous earnings.

We also divide retirees according to their age in 2008—09 — whether they were
above or below the SPA. We see that retirees below the SPA (those who have,
presumably, retired somewhat early) had lower average incomes, both before
and after retirement, than those who were above the SPA in 2008-09.
Replacement rates for the two groups, however, are not significantly different
at the mean or median.

Finally, we divide retirees according to their pre-retirement income in 2002—
03, using three categories: income below £150 per week (after adjusting for
family size), income between £150 and £250 per week, and income above
£250 per week. This division makes clear the extent to which low-income
individuals can see their income increase after retirement. Among the low-
income (<£150) group, replacement rates are very high (over 1.7 at the mean
and nearly 1.4 at the median). These high replacement rates at the bottom of
the distribution could partly reflect state entitlements, such as the state pension
and Pension Credit, boosting the incomes of individuals with very low pre-
retirement incomes. They may also, however, be due to measurement error in
individuals’ pre-retirement income, leading to ‘reversion to the mean’ (a
statistical problem, in which an extreme measurement in one period — such as
a very low income measurement — tends to be closer to the average when
measured again at a later period). While we have taken many steps to
minimise measurement error, such as trimming the income distribution and
removing imputed incomes from the sample, we can never eliminate it
entirely.

Consumption

So far in this chapter, we have looked at what has happened to income and
wealth between 2002-03 and 2008-09. Income and wealth tell us about the
levels of resources that individuals have available to allocate to consumption
goods and services and to saving. Why might we be interested in consumption
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in addition to income and wealth? Income, wealth and expenditure are clearly
interrelated but they can tell us different stories about people’s standard of
living. Two individuals with the same income and the same wealth may have
very different patterns of expenditure. Take two identical retired individuals as
an example. The first may be drawing down their savings quickly in order to
meet their consumption requirements, whereas the other individual may prefer
to draw down their savings either not at all or more slowly and will therefore
have lower consumption. Differences in the willingness to draw down savings
may reflect differences in the levels of uncertainty regarding future
circumstances or differences in life expectancy. Looking at levels and patterns
of expenditure can inform us about individuals’ welfare over and above simply
looking at their income and wealth. This may be particularly true for elderly
individuals, who may have low incomes but are using savings that they have
accumulated over their lifetime in order to fund their consumption.
Consumption often tells us more about long-term living standards than the
shorter-term snapshot picture that income gives us.

Measures of expenditure have been included in all waves of ELSA. In wave 1
(2002-03), the main items of (non-housing) expenditure were food inside and
outside the home and durable ownership, but since wave 2 (2004-05),
additional measures on domestic fuel, clothing, leisure and durable purchase
have also been included. These measures of spending are certainly not
comprehensive and cannot compare to the measures obtained from specialist
expenditure surveys such as the Living Costs and Food Survey (formerly the
Expenditure and Food Survey and the Family Expenditure Survey). Detailed
analysis of expenditure patterns of the elderly using the Expenditure and Food
Survey has been carried out by, for example, Leicester, O’Dea and Oldfield
(2009). However, the advantage of using ELSA to analyse spending is
twofold. First, because the survey is longitudinal, it allows us to look at
changes in spending at the individual level.'” Second, having a measure of
spending in a multidisciplinary survey means that we can look at how
spending is correlated with other aspects of well-being and outcomes.

In Section 3.3.1, we describe the measure of expenditure we have in ELSA. In
Sections 3.3.2 and 3.3.3, we look at levels of expenditure and ask what
happened to spending between 2004-05 and 2008-09, particularly in the light
of large increases in the price of food and domestic fuel seen over this period.
In Section 3.3.4, we look at the issue of spending around the time of
retirement.

3.3.1 Methods

Measurement of expenditure in ELSA

Since wave 2 of ELSA (2004-05), information on a range of expenditure
items has been collected. Food inside the home, food outside the home,
domestic fuel, clothing and durable purchases were recorded in waves 2, 3 and
4. Expenditure on leisure and money given to people outside the home

'°Although the British Household Panel Survey also contains measures of food spending and
expenditure on domestic fuel, spending on food after the first wave is reported as a banded
amount.
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(including charity) were recorded in waves 2 and 4 (2004—-05 and 2008-09). It
is important to note that it is expenditure that is measured, not consumption.
This is an important distinction because some items of expenditure provide
consumption services over a longer period of time. From an economic point of
view, it is consumption that provides households with welfare. As with all
surveys, measuring consumption is very difficult. However, much of our
analysis in this section is based on a measure of expenditure on ‘basics’ (food,
fuel and clothing), and for food and fuel at least, the distinction between
expenditure and consumption is less important since they are not typically
stored over long periods.

Expenditure is collected at the household level. The expenditure items that are
measured and used in this chapter are:

e Food inside the home: Respondents are asked how much they usually
spend on weekly groceries, including all food brought into the home but
excluding pet food, alcohol, cigarettes, takeaways and meals out.

e Food outside the home: Respondents are asked how much they usually
spend in a month on takeaways and food consumed out of the home,
including in restaurants and meals consumed at the workplace.

® C(Clothing: Respondents are asked how much they or members of their
household actually spent in the last four weeks (whether for themselves or
someone else) on clothes, including outerwear, underwear, footwear and
accessories.

e Leisure: Respondents are asked how much they or members of their
household actually spent in the last four weeks (whether for themselves or
someone else) on leisure excluding eating out (respondents are told to
include items such as cinema, theatre, sport, subscriptions, internet and
television subscriptions, and TV licences).

e Domestic fuel: Respondents are asked a series of very detailed questions
on fuel expenditure. The questions are designed to take account of the
different ways that households pay for domestic fuel and the seasonal
nature of spending on fuel.

For all items of expenditure, we use the information available and convert all
values to a weekly equivalent.

Expenditure, like many of the monetary variables in ELSA (including
income), is collected via a two-stage process. First, respondents are asked to
report a precise value for each category of spending. Any respondent who
either refuses to report or who does not know the exact amount is then asked a
series of questions designed to elicit an upper and lower bound for their
spending on that category. Over 98% of ELSA sample members reported a
precise value for food in, food out, clothing or leisure in wave 4 (2008-09)
and around 93% had a precise value for fuel spending. Where respondents
have an upper and lower bound rather than a precise value, we calculate the
mean value of expenditure within that band from the households that do report
a continuous value and assign that value to the household with bounds. We
exclude individuals living in households that have a completely missing value
(that is, they refuse, or they report that they do not know even after completing
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the questions designed to obtain an upper or lower bound, or they do not
complete the set expenditure questions at all).

As in our earlier analysis of incomes, we analyse our expenditure data at the
individual level for the purposes of the tabulations and figures, even though
expenditure is measured at a higher level (household level for expenditure,
family unit level for incomes).This is partly driven by the fact that when we
look at changes in spending, because a ‘household’ is a unit that can change
across time, it becomes less meaningful to look at changes in the spending at
the household level. In addition, when we are thinking about welfare, it
matters how many people live in any particular household (if two individuals
live in a household that has experienced a large increase in the share of income
devoted to basics, we care about the welfare of both those individuals). This
approach follows traditional analysis of poverty such as the ‘Households
Below Average Income’ series.'!

Sample

For the purposes of our cross-sectional analysis, we use the wave 2 (2004-05)
and wave 4 (2008-09) samples, choosing only core members of the study. For
longitudinal analysis, we use core members interviewed in 2004—05 who also
gave an interview in 2008—09. However, there are two further selection criteria
that we also use to restrict our samples.

First, we restrict our sample to households in ELSA where all individuals are
eligible for a full interview. The reason for this is that in the ELSA survey,
only ELSA sample members and their partners are given a full interview. Any
non-sample members living in the household do not complete an interview
although information on the characteristics of the non-sample members is
collected via the main interview. Because of the lack of detailed income
information on non-eligible individuals, we cannot compute a household-level
measure of income for households that have non-eligible individuals residing
within them. Because expenditure is measured at the household level, it is
important to take into account the household’s income rather than the income
of the family (defined as either a single person or a couple). By restricting our
analysis to households in ELSA where all individuals are eligible for a full
interview, it is possible to use a household measure of income. This excludes
around 18% of ELSA sample members in 2008—09 and 16% in 2004-05.

Second, we exclude individuals living in households that have a missing
expenditure value. As described above, households that refuse to report or do
not know how much they spend on any particular expenditure item are asked a
set of questions designed to reveal an upper and lower bound. If a respondent
is unable or unwilling even to provide an upper and lower bound, we exclude
that household when we analyse that expenditure item. These make up a small
percentage of respondents if we take any single item of expenditure (less than
4% for domestic fuel and less than 1% for the other items of expenditure). If
we sum all items of expenditure together (food in, food out, fuel, clothing and
leisure), the percentage of ELSA sample members living in households with
missing spending is around 4%.

See Brewer et al. (2009).
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To summarise, we have two basic samples:

o Wave 4 cross-sectional sample: ELSA sample members interviewed in
wave 4 (2004-05) who (i) have a non-missing value for expenditure in
wave 4 and (ii) live in households where all members of the household are
ELSA sample members in wave 4.

o Wave 2 to wave 4 longitudinal sample: ELSA sample members
interviewed in wave 2 (2004-05) and in wave 4 (2008-09) who (i) have a
non-missing value for expenditure in waves 2 and 4 and (ii) live in
households where all members of the household are ELSA sample
members in waves 2 and 4.

Analysis

All analysis is carried out at the individual level although spending is defined
at the household level. Any analysis that looks at changes in spending exploits
the longitudinal nature of the data. Because of the additional sample selection
criteria that we use in this section, all analysis is unweighted.

Most of the analysis in this section is based on longitudinal data. Individuals
aged 50-53 in 2008—09 were not part of the ELSA sample in wave 2 (2004—
05) because they were too young. For this reason, throughout this section, our
youngest age group is those aged 55-59.

3.3.2 What has happened to levels of spending between 2004-05
and 2008-09?

The amount that households spend and the pattern of their expenditure are
determined by many different factors, including demographics, tastes and
prices. Over the last few years, there have been steep rises in the prices of food
and domestic fuel. These goods, which are deemed to be ‘necessities’,
typically make up a larger proportion of the budget for poorer households than
richer households and for elderly households than younger households.'* This
has led to concern over the impact of the price increases on vulnerable
households. Leicester, O’Dea and Oldfield (2009) looked at the impact of
price increases in domestic fuel using waves 2 and 3 of ELSA (2004-05 and
2006-07). They found that spending on fuel increased the most over that
period for individuals living in households at the top and bottom of the income
distribution. Since this study, we have an additional wave of ELSA data,
which covers a period when there were further increases in the prices of both
food and fuel. Using the retail price index (RPI),"* Figure 3.6 shows what has
happened to the prices of food inside and outside the home, domestic fuel and
clothing over the period from January 2002 to December 2009. The plotted
lines show the monthly index for each of the four goods. The vertical lines
show the start of the wave 2 ELSA fieldwork period and the end of the wave 4
ELSA fieldwork period. Over that period (June 2004 to June 2009), the price
of food inside the home increased by 25% and the price of food outside the
home increased by 17%. In the light of wholesale energy price increases, the
retail price of domestic fuel increased by 91%. The price of clothes, on the

This was first highlighted by Engel (1857).

BFor more details, see http://www.statistics.gov.uk/cci/nugget.asp?ID=21.
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other hand, fell by 12%. The all-items RPI increased by 14%. Taking into
account the month in which each respondent was interviewed in waves 2 and 4
(roughly two years apart), the average price increase that ELSA respondents
experienced between their two interviews for each of the four goods is shown
in Table 3.2 both in nominal terms and in real terms.

Figure 3.6. Price indices of food, domestic fuel and clothing, January 2002
to December 2009

Food inside the home

Food outside the home

Domestic fuel

Clothing
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Source: Office for National Statistics,
http://www.statistics.gov.uk/statbase/tsdtables].asp?vink=mm?23.
Table 3.2. Mean increase in price experienced by ELSA respondents
between their wave 2 and wave 4 interviews

Expenditure item % increase in price % increase in price above inflation

(nominal terms) (real terms)

Food in 22% 7%

Food out 14% 0%

Clothing -9% -20%

Domestic fuel 80% 59%

Notes: The sample is ELSA sample members living in households where all sample members
are eligible in waves 2 and 4 as described in Section 3.3.1. Sample size = 4,603.

The impact of these price changes will differ across households depending on
the importance of each of the goods in their overall budget. Households that
spend very little on fuel, for example, will be less affected than those that
spend a large part of their budget on fuel. Typically, poorer and older
households spend a larger share of their total budget on necessities. The
Expenditure and Food Survey 2007 tells us that pensioner households, on
average, spend 25% of their total budget on food inside the home, compared
with 17% for non-pensioners. Similarly, pensioners spend 11% of their total
budget on domestic fuel, compared with 7% for non-pensioners. In this
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section, we look at what has happened to expenditures on four goods that we
refer to as ‘basics’ (food in, food out, clothing and domestic fuel) between
2004-05 and 2008-09.

Typically, when the price of a good increases, the quantity consumed falls.
However, the extent of this fall in demand will vary across households. If
spending on the more expensive good increases after the price increase,
households will have to reallocate spending from other goods and/or from
savings. Each household’s response to the change in prices will be different
depending on their observable characteristics and on their tastes. We will look
at averages across subgroups to see how different types of households have
responded to these price changes. Different responses may lead to differing
levels of concern — consuming less fuel or food might be more worrying than
eating out less, for example.

We look now at spending levels and changes in spending by age, before
looking at spending levels and changes in spending by income. All changes in
spending are calculated at the individual level using the longitudinal aspect of
the data.

Spending levels and changes in spending by age

Table 3.3 shows spending on food inside the home, food outside the home,
domestic fuel and clothing. For each good, we show the level of spending in
2008-09 and the mean change in spending14 between 2004-05 and 2008—09.
All changes in spending are calculated at the individual level exploiting the
longitudinal nature of the data. That is, for each individual, we take the
difference in spending between 2008—09 and 2004-05 and express this as a
percentage of spending in 2004—05. To calculate the mean percentage change
in spending for each good, we include only individuals who had positive
spending in both waves.'> The final two columns show total basics defined as
the sum of food in, food out, fuel and clothing. All values are expressed in real
terms (July 2009 prices) and are adjusted to take account of different
household sizes and the economies of scale involved in living with additional
people in a household using an equivalence scale. An equivalence scale
estimates how much expenditure or income different household types need to
be equivalently well off. We express values relative to a single-adult
household and the equivalence scale uses a value of 0.5 for second and
subsequent adults. This means that to convert the numbers to the equivalent
amount that a childless couple spends, numbers should be multiplied by 1.5.

"“Note that we calculate the mean of the changes, not the change in the mean. The calculation
of percentage differences inevitably leads to some very large outliers, particularly for goods
where spending can be rather low, such as food out and clothing. For this reason, the means in
Tables 3.3 and 3.4 are trimmed to exclude households where spending on each good more
than triples across waves. For goods other than food in, this represents around 5% of the
sample. For food in, it represents less than 1% of the sample.

Observations with zero spending in 2004-05 are necessarily excluded because the
percentage change in spending is not defined because of the zero in the denominator.
Including observations with zero spending in 2008—09 would lead to a downwards bias in the
mean percentage change because these individuals can only have experienced a fall in
spending. To overcome this, we exclude observations with zero spending in either of the two
waves. In practice, this only has a noticeable effect for food out and clothing, where zero
spending is more commonly observed.
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Table 3.3. Real equivalised weekly spending in 2008-09 and changes in spending between 2004—05 and 2008-09, by age group

Age Food in Food out Domestic fuel Clothing Total basics

group Spending in % increase | Spendingin % increase | Spendingin % increase | Spendingin % increase | Spendingin % increase
(2008-09) | 2008-09,£  inspending | 2008-09,€ inspending | 2008-09,£ inspending | 2008-09,£ inspending | 2008-09,£ in spending
55-59 45.86 5.8% 9.61 0.5% 16.10 32.9% 15.65 -12.7% 86.98 9.0%
60-64 46.75 3.5% 8.56 5.7% 16.25 40.4% 13.81 -5.7% 85.09 10.6%
65-69 45.37 3.5% 6.86 3.9% 15.60 32.7% 11.65 -15.7% 79.27 8.2%
70-74 43.25 5.2% 5.81 3.4% 15.46 37.8% 9.02 -9.5% 73.76 8.9%
75-79 41.05 5.1% 4.79 -3.0% 15.46 39.5% 7.93 —4.4% 69.31 9.9%
80-84 38.84 1.0% 4.34 5.4% 15.22 39.0% 4.98 -10.3% 64.11 8.9%
85+ 36.81 2.2% 3.66 7.6% 14.83 37.7% 5.47 6.4% 61.85 9.9%
All 43.87 3.9% 6.89 3.2% 15.71 37.3% 11.03 -8.8% 77.66 9.4%

N 6,909 4,519 6,930 2,425 6,693 4,044 6,919 1,721 6,664 4,262

Table 3.4. Real equivalised weekly spending in 2008-09 and changes in spending between 2004—05 and 2008-09, by income quintile

Income Food in Food out Domestic fuel Clothing Total basics
quintile Spendingin % increase | Spendingin % increase | Spendingin % increase | Spendingin % increase | Spendingin % increase
(2008-09) | 2008-09,£  inspending | 2008-09,€ inspending | 2008-09,£ inspending | 2008-09,£ inspending | 2008-09,€ in spending
Lowest 38.17 3.7% 3.55 2.1% 14.91 34.2% 6.81 -13.6% 63.60 9.0%

2 40.30 3.7% 4.39 6.9% 14.32 34.3% 7.60 -1.7% 66.62 9.5%

3 42.38 2.9% 6.02 1.9% 15.11 41.2% 10.52 -9.9% 73.41 9.6%

4 46.72 4.8% 8.16 0.7% 16.04 37.9% 12.38 -6.9% 83.76 8.8%
Highest 52.74 4.7% 12.96 5.0% 18.44 39.9% 18.59 -12.8% 103.21 10.1%
All 43.87 3.9% 6.89 3.2% 15.71 37.3% 11.03 -8.8% 77.66 9.4%

N 6,909 4,519 6,930 2,425 6,693 4,044 6,919 1,721 6,664 4,262

Notes to Tables 3.3 and 3.4: The sum of food in, food out, domestic fuel and clothing does not exactly match total basics because of trimming. The sample for the levels of
spending is the wave 4 sample as described in Section 3.3.1. The sample for the change in spending is the panel of households present in waves 2 and 4 that had positive
spending on the relevant item in both waves, as described in Section 3.3.1.
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We can see from Table 3.3 that average spending on food inside the home falls
with age, with the youngest age groups spending around £46 per week on food
and the oldest age groups spending around £37 per week — a difference of
around 25%. It is also important to note that older individuals are, on average,
poorer than their younger counterparts,16 which will also be driving the
differences (along with many other factors). We look at spending by income in
the next subsection. Spending on food inside the home has increased across
the time period by 3.9% on average overall. Smaller increases have been seen
by the oldest two age groups.

Average spending on food outside the home is much lower than average
spending on food inside the home and this is particularly true for older
households. Although the real price of food outside the home has remained
constant on average for our ELSA sample, spending on it has risen on average
by around 3.2% for those households that spend at least something on food
outside the home in both 2004-05 and 2008-09.

Domestic fuel is where we have seen very dramatic increases in price.
Spending on domestic fuel does not vary very much by age, although the
oldest spent slightly less than younger households. All households in the
sample on average have increased spending on fuel by 37%. Differences in the
extent of increases in spending are not dramatic across the age distribution. If
anything, there is a slight hump-shaped profile, where those in the middle age
groups have increased their spending more than the youngest and oldest age
groups. The fact that expenditure on fuel has increased by less than the
increase in the price implies that, on average, households have cut back on the
quantity of fuel that they purchase. It is important to remember that there are
ways in which households can reduce their fuel consumption without any
serious impact on their living standards. For example, households could
remember to turn off lights or equipment or become more fuel efficient.
However, the dramatic nature of the increase in the price and the subsequent
fall in spending would suggest that it is very unlikely that the reduction in
consumption could entirely be explained by small changes in behaviour
around the home and it is highly likely that some households will have
responded by reducing their fuel consumption to a level that means that their
home is less warm.

The price of clothes fell over the period of our data and this follows a steady
fall in prices over a much longer period of time. Spending on clothing, for
those who spend at least something in each of the two waves, fell in all age
groups except the oldest. The reduction in spending is less than the fall in price
over the same period, suggesting that households are now purchasing more
clothing items (and/or items of a higher quality).

The final pair of columns in Table 3.3 show how spending on total basics (the
sum of all food, domestic fuel and clothing) has changed over the period.
Across the whole age range, spending on necessities has increased by 9.4%.
There is no strong pattern across the age distribution.

16See, for example, Department for Work and Pensions (2010).
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Spending levels and changes in spending by income

Table 3.4 shows levels and changes in spending by (2008-09) household
income quintile. Table 3.5 shows average real equivalised household income
in each income quintile. As in the previous subsection, the analysis of changes
in spending is longitudinal.

Table 3.5. Mean real equivalised weekly household income by income
quintile, 2008-09

Income quintile Mean equivalised income
Lowest £121
2 £194
3 £266
4 £372
Highest £684

Notes: The sample is the wave 4 sample as described in Section 3.3.1. Sample size = 6,962.

We can see from Table 3.4 that spending on food inside the home increases
with income, with the poorest spending an average of around £38 per week
and the richest spending over £50. However, because food spending increases
more slowly as we move up the income distribution than does income itself,
this implies that the poorest spend proportionately more, on average, of their
income on food in than the richest. Spending on food inside the home
increased the most for those at the top of the income distribution. Spending on
food inside the home has increased by less than the increase in price, which
suggests that, on average, households have cut back their food consumption in
terms of quantity and/or quality.

Spending on food outside the home increases steeply with income. For those
who spent at least something in both periods, average spending on food
outside the home rose between 2004—05 and 2008-09, with those in the
second and richest quintiles increasing spending by the most.

Whilst spending on domestic fuel does increase with income, the richest group
spends only around 24% more on fuel than the poorest group, despite average
incomes being over five times greater at the top than the bottom. As with food,
this implies that fuel expenditure makes up a much larger proportion of
income at the bottom of the income distribution than at the top. The increase in
spending over the period does not vary greatly over the income distribution.
As with age, there is evidence of a slight hump shape whereby those in the
middle of the income distribution have increased their spending by more than
those at the top and the bottom.

Average spending on clothing is around two-and-a-half times higher at the top
of the income distribution than at the bottom. Those at the bottom and top of
the income distribution have reduced their spending on clothing by more than
those in the middle.

Looking at total basics, we see that spending has increased on average across
the whole income distribution but with no strong pattern across the quintiles.
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3.3.3 What has happened to spending as a proportion of
income between 2004-05 and 2008-09?

In this chapter, we focus mainly on expenditure on items that can be deemed
to be ‘necessities’. As the total budget rises, households typically increase
their spending on necessities by less than the increase in total budget. This
means that spending on necessities as share of total spending (the ‘budget
share’) can be used as a measure of welfare. We do not have a measure of total
expenditure, but because total budget and incomes are closely related, we can
use total income as a proxy for total expenditure. Using the share of income
devoted to necessities as a measure of welfare, we might conclude that a
household that experienced a large increase in the budget share of necessities
between wave 2 and wave 4 could be considered to have become worse off
(other things being equal).

In this section, we look at how spending on each of our four basic goods varies
as a proportion of income across the age and income distributions. We then
look at the extent to which spending on basics as a proportion of income has
changed between 2004-05 and 2008-09. Using the share of income devoted to
basics as a yardstick of welfare, we ask what factors are associated with a
large increase in this share.

Spending as a proportion of income

Table 3.6 shows that spending on food inside the home represents, on average,
18% of income. This percentage is lowest (16%) for the youngest age group
and tends to rise across the age distribution. If we look at how this ‘budget
share’ varies with income (Table 3.7), the differences are very marked. Nearly
a third of income, on average, is devoted to spending on food in the home for
those in the poorest income quintile, but this falls to just 8.4% for the richest
quintile.

Spending on food outside the home makes up 2.4% of total income and this
percentage falls as we move up the current age distribution. Perhaps
surprisingly (since food out is often thought of as a luxury), this percentage is
slightly higher for the poorest income group than for the highest. Part of the
explanation for this might be that food outside the home includes not just
restaurant meals but also any food eaten or prepared outside the home,
including meals eaten at work.

Nearly 7% of income is devoted to spending on domestic fuel. Whilst this
proportion does not vary very much by age, we can see substantial differences
by income, with the lowest income quintile spending 13.5% of their income on
domestic fuel and the richest income quintile spending just 2.9%.

Overall, clothing takes up around 4% of income on average. There is a fair
amount of variation by both age and income, with the youngest and the
poorest having higher ‘budget shares’ than their older and richer counterparts.
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Table 3.6. Real equivalised weekly spending as a percentage of income in 2008—09 and percentage point change in spending as a
percentage of income between 2004-05 and 2008-09, by age group

Age group Food in Food out Domestic fuel Clothing Total basics

(2008-09) Spending as a Spending as a Spending as a Spending as a Spending as a Percentage point change in spending as a
% of income % of income % of income % of income % of income % of income, 2004-05 to 2008-09

55-59 16.2 2.9 6.2 4.6 27.4 2.0

60-64 17.1 2.8 6.2 4.2 28.5 1.4

65-69 18.6 2.4 6.5 43 30.0 1.0

70-74 19.3 2.3 7.1 3.7 31.1 1.1

75-79 19.9 2.0 7.8 3.6 31.9 0.5

80-84 20.0 1.9 7.9 2.5 31.2 -0.6

85+ 19.0 1.6 7.9 2.4 29.9 -1.8

All 18.2 2.4 6.8 3.9 29.7 0.7

N 6,870 6,928 6,691 6,910 6,525 4,155

Table 3.7. Real equivalised weekly spending as a percentage of income in 2008—09 between 2004—05 and 2008-09 and percentage
point change in spending as a percentage of income between 2004—05 and 2008-09, by income quintile

Income Food in Food out Domestic fuel Clothing Total basics

quintile Spending as a Spending as a Spending as a Spending as a Spending as a Percentage point change in spending as a
(2008-09) % of income % of income % of income % of income % of income % of income, 2004-05 to 2008-09
Lowest 32.5 33 13.5 5.4 48.3 12.5

2 20.9 2.3 7.5 3.9 34.4 2.2

3 15.9 2.3 5.7 3.8 27.6 -1.5

4 12.7 2.2 4.4 34 22.6 —4.1

Highest 8.4 2.1 2.9 2.9 16.4 -7.1

All 18.2 2.4 6.8 3.9 29.7 0.7

N 6,870 6,928 6,691 6,910 6,525 4,155

Notes to Tables 3.6 and 3.7: The sum of food in, food out, domestic fuel and clothing does not exactly match total basics because of trimming. The sample for the
levels of spending is the wave 4 sample as described in Section 3.3.1. The sample for the change in spending is the panel of households present in waves 2 and 4 that
had positive spending on total basics in both waves, as described in Section 3.3.1.
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The final pair of columns in Tables 3.6 and 3.7 show the proportion of income
that is devoted to total basics. On average, households devote around a third of
their income to total basics and, whilst this proportion does not vary very
much by age, we see a big difference across the income distribution. At the
very bottom of the income distribution, on average, just under a half of income
is devoted to spending on basics. At the top of the income distribution, we see
that only 16.4% of income, on average, is devoted to basics.

How has spending as a proportion of income changed between 2004-05 and
2008-09?

The observation that the fraction of household budgets allocated to necessities
falls with income led Engel (1857) to argue that the budget share of
necessities, or more specifically food, can be used as a yardstick of living
standards. Tables 3.8 and 3.9 show how the percentage of income devoted to
basics has changed between waves 2 and 4 of ELSA (2004-05 and 2008-09),
by age group and income quintile respectively. On average, across all
households in our sample, the change in the share is very small (0.7 percentage
points). However, this average number masks a distribution where some

Table 3.8. Percentage point changes in spending on basics as a percentage
of income, by age

Age group Mean 25" Median 75" N
(2008-09) percentile percentile

55-59 2.0 -6.0 1.2 10.3 382
60-64 14 -7.1 1.6 10.4 850
65-69 1.0 -7.5 1.3 11.1 724
70-74 1.1 -7.4 1.2 10.9 802
75-79 0.5 -8.9 0.9 10.2 642
80-84 -0.6 -9.7 -0.9 9.0 427
85+ -1.8 -13.2 -1.2 10.1 328
All 0.7 -8.2 0.9 10.3 4,155

Notes: The sample is the panel of households present in waves 2 and 4 as described in Section
3.3.1. In addition, only those households that spent less than 100% of their income on basics
in both waves are included.

Table 3.9. Percentage point changes in spending on basics as a percentage
of income, by income quintile

Income Mean 25" Median 75" N
quintile percentile percentile

(2008-09)

Lowest 12.5 2.3 11.3 25.5 827
2 2.2 -7.1 2.7 12.0 962
3 -1.5 -8.8 0.3 9.0 882
4 4.1 -10.7 -0.9 5.3 809
Highest -7.1 -12.7 =35 2.6 675
All 0.7 -8.2 0.9 10.3 4,155

Notes: The sample is the panel of households present in waves 2 and 4 as described in Section
3.3.1. In addition, only those households that spent less than 100% of their income on basics
in both waves are included.
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households have seen large increases in the proportion of their income devoted
to basics. If we look at the mean change in the proportion of income devoted
to basics by income (Table 3.9), we see that the very bottom of the income
distribution has seen, on average, a 12.5 percentage point increase in the share
of their income devoted to spending on basics. The top of the income
distribution has seen a fall in the share of their income devoted to basics.

If we look at the 75™ percentile point for changes in spending, we find that,
overall, 25% of respondents saw at least a 10.3 percentage point increase in
the share of income devoted to basics. If we look at the 75" percentile point by
income quintile, we find that in the poorest group, 25% of individuals saw at
least a 25.5 percentage point increase in the share of their income devoted to
basics.

One important point to note, however, is that across the period, in addition to
spending on basics having changed, households may also have seen changes in
their income. Other things being equal, an increase in income will be
associated with a fall in the share of income devoted to basics and a fall in
income will lead to a rise in this share. One possible reason why some
individuals at the top of the wave 4 income distribution have seen a fall in the
share of income devoted to basics on average is that they may have seen a rise
in their income over the period. Similarly, some individuals at the bottom of
the income distribution may have seen an increase in their share of income
devoted to basics because of a fall in their income over the period.

Table 3.10 uses multivariate analysis to analyse what factors are associated
with a large change in the proportion of income devoted to basics. In doing so,
we can look at each (observed) factor in isolation. For the purposes of our
analysis, we divide households into two groups: those whose share of income
devoted to basics increased by more than 10 percentage points (we refer to this
as ‘a large increase’ for simplicity) and those who did not experience such a
large increase. Overall, around 25% of our sample experienced a ‘large’
increase, according to this definition.

To investigate the characteristics that are associated with experiencing such a
large increase in income share devoted to basics, Table 3.10 shows the results
of an ordinary least squares (OLS) regression of a ‘large increase’ indicator
variable on a set of observable characteristics that might be correlated with the
budget share of basics, including controls for a change in income quintile (not
reported). The resulting coefficients show the increase in the likelihood of
experiencing a large increase in the income share devoted to basics that is
associated with a given characteristic. For example, even after controlling for
the change in income, we see a significant correlation with the initial level of
income (defined in quintiles). Relative to the richest quintile, the poorest are
16.7 percentage points more likely to have seen a large increase in their budget
share (and this is significant at the 0.1% level). There is no significant
difference between the higher quintiles and the richest group in the likelihood
of having seen a large increase.

Moving from being in a couple to being single (relative to remaining in a
couple) leads to a 6.9 percentage point increase in the likelihood of seeing a
large increase in the share of income devoted to basics. The only other factor
that is significantly correlated with a large increase is the transition from
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working to not working (retirement).Those who retire are 7.1 percentage
points more likely to experience a large increase in the share of basics.

The issue of change in consumption upon retirement is an important and
interesting issue and is one in which we turn to in the next section.

Table 3.10. Multivariate analysis of ‘large’ increase in the percentage of
income devoted to basics

Dependent variable: >10 percentage point increase Coefficient t-statistic
in the percentage of income devoted to basics

Age 55-59 reference

Age 60-64 0.020 0.64
Age 65-69 0.003 0.11
Age 70-74 —-0.003 -0.10
Age 75-79 0.007 0.27
Age 80-84 —-0.003 -0.12
Age 85+ -0.019 -0.72

Income quintile

Poorest 0.167 6.92%
2nd 0.025 1.14
3rd 0.012 0.56
4th -0.011 -0.53
Richest reference

Changes in household composition

Couple—Couple reference

Couple—Single 0.069 2.31%*
Single—Couple -0.007 -0.11
Single—Single -0.010 -0.77
Change in number of children in household 0.019 0.35

Work transitions

Work—Work reference

Work—Not work 0.071 3.10¢
Not work—Work -0.022 -0.41
Not work—Not work 0.011 0.58

Education

High education reference

Low education 0.007 0.51

Health

Excellent or very good health reference

Good, fair or poor health 0.008 0.57

Constant 0.090 2.87t

Notes: Also included but not reported are controls for change in income quintile and dummies
for missing education and missing health. Low education is defined as O levels/equivalent or
below. The sample is the panel of households present in waves 2 and 4 as described in Section
3.3.1. In addition, only those households that spent less than 100% of their income on basics
in both waves are included. Sample size = 4,155. Significance at 5%, 1% and 0.1% levels
indicated by *, 1 and i respectively.
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3.3.4 Changes in spending around retirement

The issue of what happens to spending around retirement has attracted much
research across the world.!” Retirement is a time of much change in an
individual’s life and can be associated with changes in living standards. There
are (at least) two reasons that we might expect expenditure or consumption to
change around retirement. First, according to the life-cycle model of
consumption, individuals should allocate consumption across their lifetime in
order to maximise lifetime welfare. Roughly speaking, this means that even
though income typically falls on retirement, we do not expect to see a
corresponding fall in consumption of the same magnitude. Whether or not
consumption is smoothed across retirement is an issue on which there is mixed
evidence. Some studies have found that consumption falls by more than can be
explained by observed factors of the model (e.g. Bernheim et al., 2001).
However, other studies argue that the fall in consumption can be explained by
extensions to the life-cycle model (e.g. Hurd and Rohwedder, 2003). Because
of the lack of panel data on consumption, much of the research on changes in
consumption around retirement in the UK has been done using repeated cross-
sections of expenditure data. ELSA will allow us to study this topic more
directly. Here, we carry out some preliminary analysis which will provide the
starting point for future in-depth research.

The second reason why we might expect to see changes in expenditure around
retirement is that retirement is a time when individuals might change the
allocation of their spending across different goods. When individuals stop
work, they have additional leisure time, which means they may spend more on
goods that are associated with having that increased leisure. For example,
spending more time at home might lead to a higher proportion of the budget to
be spent on domestic fuel and leisure goods and services. For food inside the
home, it is not clear in which direction the effect of having more leisure would
work. On the one hand, more may be spent on food inside the home simply
because of being at home for more hours. But on the other hand, having more
time to prepare food from scratch rather than consume pre-prepared meals
might lead to lower expenditures and hence a smaller proportion of the budget
being spent on food. In this subsection, in addition to the four basic goods that
we have used so far (food in, food out, clothing and domestic fuel), we also
analyse the change in the share of leisure, because of its complementarity with
retirement.

In addition to these general reasons why we might expect to see changes in
expenditure around retirement, in the light of the large price increases in food
and fuel, analysing what happens to the share of income devoted to spending
on our four basic items around retirement is an issue that is important from the
point of view of living standards.

Changes in the share of spending out of income around retirement

Tables 3.11 and 3.12 show the results of a set of OLS regressions for each of
the four basic goods, for total basics and for leisure. The idea behind these

See, for example, Banks, Blundell and Tanner (1998), Bernheim, Skinner and Weinberg
(2001), Ameriks, Caplin and Leahy (2002), Hurd and Rohwedder (2003) and Haider and
Stephens (2004).
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regressions is to look at what happened to the share of spending on each of the
goods around retirement. For each of the goods, we take spending as a share of
income in 2008-09 and spending as a share of income in 2004-05. We then
take the difference between the two shares to obtain the ‘change in share’. A
positive number would indicate that the share of spending out of income had
increased. Table 3.11 takes the sample of workers only in wave 2 (the sample
size varies slightly depending on which good we are looking at but is around
1,300). In the top section of the table, we regress the change in share on a
retirement dummy with no further controls (except for age dummies and a
dummy for each year/quarter, which are included in all regressions but not
reported) so we can understand what happened to spending around retirement
unconditional on any other characteristics. In the lower panel of the table, in
addition to a retirement dummy, we also include a set of other controls. These
include whether the individual had a partner who retired between waves, the
change in income (in logs) and some controls for change in family
composition.

Looking first of all at the unconditional effect of retirement on the change in
the shares of each of the goods, we can see that, except for clothing and food
out, there is a statistically significant increase in the share of all the goods on
retirement. However, one of the biggest changes at retirement that will also
affect the share of spending is change in income. If income falls, even if
spending remains constant, we would see an increase in the share of spending
out of income. In the lower section of the table, once we control for the other
factors that influence the change in the shares of the goods, we can see that, in
fact, for domestic fuel and for food out, there is a statistically significant
decline in the share of spending out of income and that for the other goods
there is no significant effect of retirement on the change in share. There is no
significant change in the share of total basics on retirement. Using the share of
spending on basics out of income as a yardstick of welfare, this suggests that
there is no large change in this measure associated with retirement.

Not surprisingly, the largest single factor that affects the change in share is the
change in household income that occurs on retirement. There are very few
other observed factors associated with a change in any of the goods. Having a
partner who retired between waves is significantly negatively correlated with
the change in share of domestic fuel and significantly positively correlated
with the change in share of leisure, while moving from being a couple to being
single is significantly negatively correlated with the change in share of food
inside the home.

Table 3.12 shows the results of a similar set of regressions but, instead of
using the sample of those who were working in wave 2, we use the whole
panel (subject to the selection criteria detailed in Section 3.2.1) regardless of
whether they were working. Because there are other transitions into and out of
work that might be correlated with the change in share, in addition to
controlling for retirement we also include a control for moving into work (‘not
work—work’) and being out of work in both waves (‘not work—not work’). The
base group is those in work in both waves. As with Table 3.11, the top part of
the table shows the unconditional effect of the work transitions on the share of
each of the goods out of income and the lower panel shows the effect of the
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Table 3.11. OLS regression results of the change in share of basics and leisure between 2004-05 and 2008-09: workers only in 2004-05

Dependent variable is the change in Food in Food out Domestic fuel Clothing Total basics Leisure
share of ...

Coeff. t-stat Coeff. t-stat Coeff. t-stat Coeff. t-stat Coeff. t-stat Coeff. t-stat
Retired 5.54 6.61% 0.56 1.87 1.60 4.08% 0.74 1.11 9.50 8.37% 1.57 2.76%
Constant 12.83 0.80 0.65 0.11 7.59 1.13 12.64 0.93 34.48 1.81 2.42 0.24
N 1,325 1,336 1,282 1,334 1,228 1,333
Retired -0.45 -0.80 -0.71 —2.55% -0.66 —2.09%* -1.16 -1.74 0.70 0.83 0.16 0.27
Partner retired -1.08 -1.51 -0.60 -1.68 -1.03 -2.59% 0.10 0.12 -0.57 -0.54 1.72 2.32%
Change in In household income -17.99  -43.44% -3.91 -19.45% —6.88 -30.57% -5.43 -11.46% | 2477  -35.13% -3.34 -8.01%
Couple-Single —4.15 —2.52% -0.01 -0.01 0.57 0.61 1.85 0.94 1.17 0.47 -0.92 -0.54
Single—Couple 1.21 0.57 1.40 1.30 -0.96 -0.81 1.41 0.55 -1.01 -0.32 3.70 1.66
Single-Single 0.51 0.82 -0.04 -0.11 0.12 0.33 0.82 1.11 0.35 0.37 0.13 0.21
Change in no. of children in household -1.12 -0.71 0.74 0.93 -0.83 -0.93 -0.50 -0.26 -0.22 -0.09 -2.05 -1.25
Constant 2.16 0.21 -1.23 -0.24 3.57 0.70 8.44 0.65 17.52 1.31 -1.31 -0.14
N 1,325 1,336 1,282 1,334 1,228 1,333

Notes: Age dummies and year/quarter dummies are also included.

Significance at 5%, 1% and 0.1% levels indicated by *, 1 and & respectively.
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Table 3.12. OLS regression results of the change in share of basics and leisure between 2004-05 and 2008-09: workers and non-workers in

2004-05
Dependent variable is the change in Food in Food out Domestic fuel Clothing Total basics Leisure
share of ...

Coeff. t-stat Coeff. t-stat Coeff. t-stat Coeff. t-stat Coeff. t-stat Coeff. t-stat
Retired 5.59 6.75% 0.44 1.57 1.55 3.52% 0.73 1.13 9.33 791% 1.44 2.637
Not work—Work -1.97 -1.00 -0.57 -0.85 -1.91 -1.83 0.40 0.26 -5.38 -1.90 -1.23 -0.96
Not work—Not work -0.91 -1.33 -0.24 -1.03 —0.60 -1.64 -1.54 —2.89% -2.25 —2.30* -0.27 —0.60
Constant -0.32 -0.05 -0.38 -0.18 0.23 0.07 4.32 0.92 -1.92 -1.06 -2.39 —-0.60
N 4,528 4,584 4,328 4,569 4,155 4,573
Retired -0.78 -1.38 —0.60 —2.23% -0.92 —2.46% -0.90 -1.40 -0.35 -0.41 0.16 0.28
Not work—Work 2.96 2.25% 0.35 0.57 -0.22 -0.26 1.81 1.23 227 1.15 —-0.38 -0.30
Not work—Not work 0.61 1.29 0.10 0.45 0.07 0.22 -0.95 -1.78 0.14 0.20 0.08 0.17
Partner retired -1.11 -1.75 -0.65 -2.16* -1.39 -3.35% -0.67 -0.93 -1.87 -1.97* 1.02 1.65
Partner not work—work 0.19 0.13 —-0.08 -0.11 -0.11 -0.12 1.08 0.67 -0.24 -0.12 0.45 0.33
Partner not work—not work 0.69 1.39 -0.26 -1.10 -0.35 —-1.08 -0.46 —0.82 -0.27 -0.37 -0.07 -0.14
Change in In household income -19.11  -74.68% -3.21 —27.66% -7.45 —45.55% -5.13 -18.55% | -27.50 -65.86% -3.30 -13.77%
Couple-Single -1.42 -1.94 0.83 2.39% 2.11 4.36% 1.03 1.24 3.21 2.897 0.59 0.82
Single—Couple 0.29 0.17 2.15 2.607 -1.12 -1.00 0.03 0.01 -1.08 -0.42 1.16 0.68
Single—Single -0.32 -0.94 0.20 1.25 0.57 2.55% 0.29 0.76 0.49 0.97 0.49 1.50
Change in no. of children in household -3.52 —2.57* 0.65 1.02 0.14 0.16 -1.71 —-1.13 -2.21 -1.10 -1.92 -1.47
Constant 5.98 1.48 0.69 0.36 2.36 0.91 5.92 1.31 0.37 0.27 -1.96 -0.50
N 4,528 4,584 4,328 4,569 4,155 4,573

Notes: Age dummies and year/quarter dummies are also included. Significance at 5%, 1% and 0.1% levels indicated by *, T and i respectively.
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work transitions after controlling for other changes that might be correlated
with the change in share. The results are similar to what we found for the
sample of workers only. Looking at the unconditional correlation of retirement
with the change in share, we find a statistically significant effect for all goods
except clothing and food out. However, once we control for the other factors, a
statistically significant correlation remains only for domestic fuel and food
out, where we see a decline in the share.

Having a partner who retired between waves has a negative effect on the share
of domestic fuel and food out. Changes in family composition also appear to
be correlated with changes in shares. Going from being in a couple to being
single (relative to remaining in a couple) is associated with an increase in the
share of food outside the home, domestic fuel and total basics. This is not
surprising (particularly for fuel and total basics) given the economies of scale
involved in living as a couple.

Overall, the results suggest that the reallocation of spending around retirement
across different goods is minimal once we control for the changes in income
and other factors that occur around the time of retirement. Whilst the
regressions for the individual goods show how spending is reallocated across
the basic goods, what matters most for welfare is spending on total basics.
Whether we use the sample of workers (Table 3.11) or the sample of workers
and non-workers (Table 3.12), we find that retirement is not a factor
associated with changes in welfare, to the extent that welfare can be proxied
by the share of spending on total basics out of income.

Changes in the level of spending on basics around retirement

Changes in the share of spending out of income are interesting both as a
measure of welfare and as an indication of how spending is reallocated on
retirement. In this subsection, we turn to the issue of the path of expenditure
around retirement. To do this, we use the change in level of spending (in logs)
as our dependent variable and estimate a simple OLS regression. As in Tables
3.11 and 3.12, we include indicators of retirement to understand what happens
to spending on basics around retirement. If individuals did smooth expenditure
across retirement, we would expect to see no significant effect of retirement on
the change in the level of consumption on basics. The results are shown in
Tables 3.13 and 3.14. As before, the top part of each table shows the effect of
retirement without controlling for any other factors (except age dummies and
year/quarter dummies, which, again, are included in all regressions) and the
bottom panel shows the effect of retirement after controlling for other factors.
In addition to the controls that we included in Tables 3.11 and 3.12, we also
include some controls that are designed to differentiate between different types
of retirement. The first is whether the individual retired before the state
pension age. This coefficient will pick up any differential effect of retiring
before the SPA. The second is the retirement dummy interacted with high
education (defined as any qualification higher than O levels or equivalent).
This will pick up whether individuals with higher education who retire smooth
their consumption across retirement more or less than those with low
education.
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Table 3.13. OLS regression results of the change in level (In) of spending
on basics between 2004-05 and 2008-09: workers only in 2004-05

Dependent variable is the change in the In of spending on ... Total basics
Coeff. t-statistic
Retired 0.01 0.29
Constant 0.03 0.07
N 1,277
Retired 0.04 1.32
Retired before SPA -0.02 -0.55
Retired x High education -0.07 -1.51
Post SPA at wave 2 0.00 -0.07
Partner retired -0.02 -0.51
Change in In household income 0.03 1.42
Couple-Single -0.33 —4.42%
Single—Couple 0.37 3.94%
Single—Single 0.03 0.94
Change in number of children in household 0.21 2.987
Constant 0.08 0.20
F-tests
Retired + Retired before SPA + RetiredxHigh education = 0 1.13
Retired + Retired before SPA =0 0.37
Retired + RetiredxHigh education = 0 0.42
N 1,277

Notes: Age dummies and year/quarter dummies are also included. High education is defined
as having qualifications higher than O levels or equivalent. Significance at 5%, 1% and 0.1%
levels indicated by *, 1 and } respectively.

Table 3.13, which is based on the sample of workers only at wave 2, shows
that, unconditionally, retirement is not significantly associated with a change
in the level of spending on total basics. Once we control for other factors, we
still find no significant effect of retirement on the change in the level of
spending on basics. We also find no differential effect of the different types of
retirement. Carrying out a joint test of significance of different combinations
of the retirement dummies (for example, for someone who retired after state
pension age but with high education, we would need to sum the coefficients on
Retired and RetiredxHigh education), we also find no statistically significant
effect of retirement on the change in the level of spending on basics.

The only factors that are associated with a change in the level of spending on
basics are changes in family composition. Going from being a couple to being
single is associated with a fall in spending on total basics and the opposite is
true for forming a partnership. A decrease in the number of children in the
household is associated with a decrease in spending on basics.
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Table 3.14. OLS regression results of the change in level (In) of spending
on basics between 2004-05 and 2008-09: workers and non-workers in
2004-05

Dependent variable is the change in the In of spending on ... Total basics
Coeff. t-statistic
Retired 0.01 0.27
Not work—Work 0.14 2.44%
Not work—Not work 0.01 0.42
Constant 0.28 1.66
N 4,305
Retired 0.04 1.38
Not work—Work 0.13 2.21%
Not work—Not work 0.01 0.56
Retired x High education -0.03 -0.83
Retired before SPA -0.07 -1.52
Post SPA at wave 2 0.00 -0.06
Partner retired -0.01 -0.50
Partner not work—work 0.06 0.91
partner not work—not work 0.01 0.42
Change in In household income 0.02 1.51
Couple-Single -0.33 —10.44x
Single—Couple 0.32 4.37%
Single-Single 0.02 1.01
Change in number of children in household 0.16 2.817
Constant 0.26 1.56
F-tests
Retired + Retired before SPA + RetiredxHigh education = 0 1.59
Retired + Retired before SPA =0 0.32
Retired + RetiredxHigh education = 0 0.13
N 4,305

Notes: Age dummies and year/quarter dummies are also included. High education is defined
as having qualifications higher than O levels or equivalent. Significance at 5%, 1% and 0.1%
levels indicated by *, 1 and } respectively.

Table 3.14 shows the results of an OLS regression of the change in the level of
spending on basics for the whole of the sample present in waves 2 and 4
regardless of whether they were working in wave 2. Again, we find no
significant effect of retirement either individually or using joint tests. We do
find a significantly positive effect of returning to work on the change in the
level of spending on basics. As with the sample of workers only, we find
significant effects of changes in family composition (couple—single, single—
couple and change in the number of children).

Finding no association of retirement with the change in the level of spending
on basics is consistent with the life-cycle model of consumption whereby
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individuals (broadly speaking) smooth their consumption across retirement."®
However, this analysis is descriptive and further, more structural research in
this area would be desirable in order to investigate these conclusions further.

Conclusions

The analysis in this chapter has shown that average income and wealth
increased among older people in England between 2002-03 and 2008-09. At
the same time, however, the prices of items that make up a large share of
pensioners’ expenditure — especially domestic fuel — increased well above the
rate of inflation. It is important, therefore, to consider both income and
expenditure information when attempting to understand whether older people
were ‘better off’ in 2008-09 than they were in 2002-03, when the ELSA
survey began.

Looking at the income distribution (separately for ELSA respondents above
and below the state pension age), we see that average incomes increased and
income inequality rose somewhat (in both age groups) between 2002—-03 and
2008-09. For individuals aged between 50 and the SPA, income from
employment has become a more significant source of income towards the
bottom of the income distribution, but a smaller share of income for those
towards the top. Among individuals above the SPA, income from private
pensions has grown in importance right across the income distribution —
although income from the state (in the form of benefits and the state pension)
remains the largest source of income for most pensioners.

Turning to the wealth distribution, we see most changes in households’ real
wealth being driven by changes in their housing wealth. During the ‘boom’
years (and especially between 2002-03 and 2004-05), we see significant
increases in housing wealth driving an increase in total net wealth across the
distribution. However, recent declines in house prices have started to reverse
this trend (though average wealth levels remain substantially higher in 2008—
09 than they were in 2002-03). The distribution of non-housing wealth has
changed little over the four waves of the ELSA survey.

Focusing on individuals who have retired over the course of the ELSA survey,
we see that most people experience a significant drop in income on entering
retirement. However, individuals with low pre-retirement incomes (less than
£150 per week ) actually tend to see an increase in their income on entering
retirement, perhaps as a result of state support for pensioners on low incomes
(such as the Pension Credit) and the state pension.

Turning to the consumption expenditure of older people, we begin by noting
the significant increases in prices (over and above inflation) of goods that
typically make up a large portion of elderly households’ budgets: food and
domestic fuel. The average real-terms prices of these goods rose by 7% and
59%, respectively, between the 2004—05 and 2008—09 ELSA interviews.
Because these goods make up a large part of elderly households’ budgets, any

"Provided that there are no preference changes at retirement and if there are no links (or ‘non-
separabilities’) between labour market participation and consumption expenditures in people’s
preferences.
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price increases are likely to have a large impact on the well-being of these
households.

Looking at spending on ‘basics’ (food, domestic fuel and clothing), we find
that mean spending went up by 9.4%, while spending on domestic fuel
increased by 37.3% between 2004—05 and 2008-09. Spending on basics as a
percentage of income (which can be used as a measure of welfare) has stayed
the same at the mean, but this disguises the fact that 25% of households
experienced a 10 percentage point or more increase in the share of their
income devoted to basics.

Individuals in the bottom income quintile (after controlling for other factors)
are 17 percentage points more likely to experience an increase of more than 10
percentage points in the share of their income devoted to basics than those in
the top income quintile. If we choose to use spending on basics as a percentage
of income as a yardstick of welfare, this implies that the poorest have been
affected the most by the rise in prices.

We then examined whether retirement is associated with a significant change
in consumption, by comparing the shares of income devoted to spending on
basic goods and on leisure before and after retirement. Once other factors
(such as changes in income) have been accounted for, we find no significant
association between these changes in shares and retirement.

Taken together, then, our results suggest that most individuals experience a
fall in income on entering retirement, but that the share of their income they
devote to spending on basics, which is sometimes considered as a measure of
household welfare, does not change.
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multidimensional perspective

Panayotes Demakakos University College London
Anne McMunn University College London
Andrew Steptoe University College London

There is increasing interest in well-being as a key indicator of the success of
public policy initiatives, since it is relevant to physical and mental health,
social relationships, work and resource distribution. The approach used in this
analysis of wave 4 of ELSA (2008-09) views well-being as a
multidimensional construct, including satisfaction with life, sense of
autonomy, control and self-realisation, and the absence of negative feelings of
depression and loneliness. Comparisons are made with wave 2 of ELSA
(2004-05), since the same well-being measures were available, in order to
assess how well-being has changed over these four years in older adults in
England. It is important to note that the data collection period for wave 4 in
2008-09 coincided with a period of economic downturn which may have
affected the distributions of many of the measures collected.

Among other findings the analysis presented in this chapter shows that:

e There was little change in depression between wave 2 (2004-05) and wave
4 (2008-09). By contrast, life satisfaction and quality of life deteriorated,
while loneliness increased over this period.

e Wealth is associated with all aspects of well-being. More affluent
individuals have fewer depressive symptoms, greater life satisfaction,
better quality of life and lower levels of loneliness.

e There is no evidence that the deterioration in life satisfaction, quality of
life and loneliness measured between 2004—05 and 2008-09 is related to
wealth. The extent of deterioration is the same in each wealth quintile.

e Depressive symptoms and loneliness rise with age, particularly among
women, while quality of life decreases. Interestingly, however, life
satisfaction is greater in men aged 65 and older than in younger men. This
may be an age effect, or result from improvements in life satisfaction after
retirement.

e Women aged 75 and older have particularly poor well-being, with high
rates of depressive symptoms, low life satisfaction, poor quality of life and
high levels of loneliness.

e The proportion of people with depressive symptoms decreased, while
mean life satisfaction and quality of life increased, with an increasing
number of close relationships.

e The likelihood of having persistent depressive symptoms (in both 2004—05
and 2008-09) decreased with the number of close personal relationships
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that respondents reported in 2004-05. The strength of this relationship
appeared to decrease with age.

® Frequency of contact with friends and relatives was positively associated
with life satisfaction and quality of life. Its association with elevated
depressive symptoms was only seen among those aged 50—64.

e People who perceived that their spouse was able to give them high levels
of social support reported much higher levels of well-being than either
married people who did not perceive their spouse gave them high levels of
social support or people without a spouse or partner.

e Limitations in Activities of Daily Living (ADL) are a major correlate of
well-being in middle-aged and older people. The differences in depressive
symptoms, life satisfaction, quality of life and loneliness associated with
impaired ADL are among the greatest observed in this chapter irrespective
of age.

e People aged 50-64 with two or more limitations in ADL reported the
lowest well-being levels. They had very low ratings of life satisfaction and
quality of life and high levels of loneliness, while the majority of this
group reported elevated depressive symptoms.

e Poor well-being is also related to cardiovascular diseases and related
clinical risk factors (i.e. hypertension and diabetes), though differences are
smaller than those associated with limitations in ADL.

e People with two or more cardiovascular diseases (or cardiovascular risk
factors) reported considerably lower quality of life and higher rates of
depressive symptoms compared to those without cardiovascular disease.

Introduction

One of the aims of public policy has been to promote the subjective well-being
of the population (Cross-Government Strategy: Mental Health Division, 2009;
Dolan and White, 2007; Layard, 2006). This means improving how people
feel on a day-to-day basis, and how people evaluate their lives (Kahneman and
Riis, 2005). There is growing evidence that high levels of well-being are
associated with greater economic success, better social relationships and
reduced risk of physical illness (Lyubomirsky, King and Diener, 2005;
Pressman and Cohen, 2005). This is perhaps not surprising, since people who
are successful in their jobs or have good family relationships feel better, while
serious illness frequently leads to deterioration in mood and vitality. But
intriguingly, longitudinal evidence is accumulating which suggests that high
levels of well-being engender success in many domains of life. For example,
longitudinal studies of initially healthy populations indicate that individuals
who are happier, or less depressed, have reduced risk of developing serious
physical illnesses such as coronary heart disease, even after other risk factors
are taken into account (Chida and Steptoe, 2008; Davidson, Mostofsky and
Whang, 2010). These findings have led to a growth in research over the past
decade into understanding the determinants of well-being, and its
consequences for social life, economic standing and health. Well-being is
particularly important as people grow older, since it may contribute to
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resilience (defined as the ability to cope with and flourish under adversity) in
the face of stress and ill health (Ong, Bergeman and Boker, 2009). It should be
remembered that the World Health Organization defines health as ‘a state of
complete physical, mental and social well-being and not merely the absence of
disease or infirmity’.

Well-being is a multidimensional concept that has an affective or feeling
component (how happy or unhappy the person is), and a reflective,
judgemental component (how satisfied people are with their lives). Well-being
also incorporates the notion of functioning effectively and general quality of
life, involving issues such as realising one’s potential, having some sense of
control over one’s life and having a sense of purpose (Ryan and Deci, 2001).
Understanding well-being at older ages therefore requires a multidimensional
approach to measurement, and this is what we have developed in ELSA. In
this chapter, we analyse the affective, feeling component in terms of
depressive symptoms, the reflective component through measures of life
satisfaction, and effective functioning through the CASP-19 measure. We have
also included analyses of loneliness. Loneliness is the feeling that emerges
when social relationships are felt to be deficient, and may arise from a
perceived lack of emotional intimacy or a lack of companionship. For many
people, these feelings become more common when they grow older, since
loved ones die or move away, and restrictions in mobility or economic
circumstances limit social activities. Loneliness is therefore another important
aspect of well-being.

This chapter describes how the different components of well-being vary with
factors such as age, gender, wealth, social relationships, disability and health.
We also describe differences in well-being between wave 2 (2004-05) and
wave 4 (2008—09), to explore whether changes in circumstances over these
years are associated with changes in well-being. Although old age is a time
when these different economic, social and health forces conspire to impair
quality of life, it is striking that some individuals maintain high levels of well-
being. It is also apparent that the components of well-being sometimes show
different patterns of change over time. Understanding these variations better
would help the development of policies that promote the well-being of older
people.

Methods

Sample

Three different samples were used in these analyses. Two samples from wave
2 (2004-05) and wave 4 (2008-09), respectively, were used for the needs of
the cross-sectional analyses, while the group of people who participated in
both 2004-05 and 2008-09 constituted the sample for the longitudinal
analysis. The cross-sectional wave 2 sample was used exclusively in the cross-
wave comparative analysis and consisted of all members of the original ELSA
cohort who had participated in wave 2. The complete wave 4 sample was used
in cross-sectional analysis to present the new well-being ELSA data that were
collected in 2008-09. It was also used in the comparative cross-wave analysis
of cohort and period differences in well-being between 2004-05 and 2008—09.
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The complete wave 4 dataset included people from three different cohorts: (a)
the original ELSA cohort that was drawn in 2002—03 and consisted of people
then aged 50 or older; (b) the refreshment sample that was added to ELSA in
2006-07 and consisted of people then aged 50-54 years; and (c) a new cohort
that was added to ELSA in 2008—-09 and comprised people aged 50-75 years.

The longitudinal analysis aimed at highlighting changes in well-being at
individual level. The sample employed for this analysis consisted of all
members of the original ELSA cohort who had not dropped out of the study by
2008-09. Since there was some attrition from the study, the numbers in the
longitudinal analysis were smaller than those in the cross-sectional wave 2
sample.

All samples included exclusively core members of the study (that is eligible
members of any of the three ELSA cohorts who participated in at least one
wave of the study) for whom a weighting factor to correct for non-response
had been estimated. The cross-sectional wave 2 sample consisted of 8,780
individuals (55% women), the cross-sectional wave 4 sample of 9,805
individuals (55.1% women) and the longitudinal sample of 6,152 individuals
(55.8% women). Information that was available for partners of core members
of the study, who were not themselves core members of the study, was not
used.

Well-being measures

Four different well-being-related measures were the outcome measures of our
analysis: depression, life satisfaction, quality of life and loneliness.

(1) Negative affect is one of the main components of subjective well-being
(Diener et al., 1999). In this chapter we measured negative affect as
elevated depressive symptoms on the shortened version of the Center for
Epidemiological Studies-Depression (CES-D) scale (Radloff, 1977;
Steffick, 2000). The scale included eight questions about depressive
symptoms experienced during the week before the ELSA interview. Each
item was answered with a yes/no response, and responses were summed
to create a scale ranging from O to 8. A dichotomous variable
distinguishing between those with elevated depressive symptoms and
those without elevated depressive symptoms was derived. The criterion
used to distinguish between the two groups was the presence of four or
more depressive symptoms. This is a well-known and validated cut point
(Steffick, 2000). Thus, participants who reported four or more depressive
symptoms were classified as having elevated depressive symptoms and
therefore as possible cases of depression, while participants who reported
fewer than four depressive symptoms were classified as free of elevated
depressive symptoms.

(2) Life satisfaction is another central component of well-being. Unlike
positive and negative affective states, which refer to the emotional
dimension of well-being, life satisfaction reflects the cognitive-
judgemental aspect of well-being (Diener et al., 1985). In ELSA, life
satisfaction is measured with the Satisfaction with Life Scale (SWLS)
(Diener et al., 1985). The scale consisted of five statements about overall
satisfaction with life. Possible responses to these statements ranged from
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7 (strongly agree) to 1 (strongly disagree) (mid-point 4: neither agree nor
disagree). The life satisfaction summary score ranged from 5 to 35 with
higher values reflecting greater satisfaction with life.

(3) Quality of life is another concept that is closely related to well-being.
The main measure of quality of life in ELSA is CASP-19, which
contains 19 questions on four domains of quality of life in early old age:
control, autonomy, self-realisation and pleasure (Hyde et al., 2003). The
four-point response scale ranged from 3 (often) to O (never). The possible
range of the CASP-19 summary score was from 0 (worst/lowest possible
score) to 57 (best/highest possible score).

(4) The ELSA questionnaire included four questions on loneliness (Hughes
et al., 2004) that were selected from the 20-item revised UCLA
loneliness scale (Russell, 1996) on the basis of their importance as
constituent parts of the construct of loneliness. The four-item loneliness
scale assesses the frequency with which ELSA respondents felt isolated
and cut off from other people. The three-point response scale ranged
from 1 (hardly ever/never) to 3 (often). The possible range of the
loneliness summary score was from 4 (least lonely) to 12 (loneliest).

Classificatory measures

Three main classificatory variables were employed to analyse the four well-
being measures: age, gender and wealth. Measures of social support, social
networks, physical disability, cardiovascular morbidity and access to basic
services and amenities were also used to analyse the well-being measures.

(1) Age was coded into the following three groups: 50—64 years, 65-74
years and 75 years or older. In longitudinal analyses, age in 2004-05 was
used to classify participants.

(2) The socioeconomic variable used in the analysis was wealth. Wealth
reflects command over material resources much better than any other
measure of socioeconomic status (Oliver and Shapiro, 1997) and has
been found to be the best socioeconomic predictor of health in the ELSA
sample (Demakakos et al., 2008). For the purposes of analysis, wealth
was categorised into quintiles of net total non-pension wealth measured
at benefit unit level (benefit unit is a couple or single person along with
their dependent children). The variable of net total non-pension wealth in
ELSA reflected the value of all assets at the disposition of the benefit
unit (i.e. houses or other property, businesses and any form of savings
and investment) except pension wealth, minus debts owed by it. The
longitudinal analyses employed wealth data from 2004—05, while the
cross-sectional cross-wave analyses used wave-specific wealth data.

(3) Positive social support received by partner/spouse was measured by three
questions on perceptions of support availability. Responses to each
question ranged from ‘not at all’ to ‘a lot’. For the purposes of analysis,
we derived a variable that categorised respondents by their marital status
and further distinguished married respondents who reported the highest
possible score of positive spouse/partner support from those who did not.
Support from one’s spouse or partner was categorised in this way
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“4)

®)

(6)

because of the distribution of the social support data in ELSA, and
because it is known that the mean score of this scale tends to be very
close to the upper (positive) end of the possible range (Schuster, Kessler
and Aseltine, 1990).

Social networks were measured as the number of close relationships
respondents had with other people and as the frequency of contact (either
face to face or over the phone) they had with people not living with
them.

Number of close relationships

Number of close relationships was measured as the sum of all close
relationships respondents reported having with any of their children,
relatives and friends. So as not to exclude respondents whose only close
relationship with another person was that with their spouse, we also
included spouse/partner as an additional close relationship in our
variable, provided that the respondent characterised their relationship
with their spouse/partner as ‘very close’ or ‘quite close’. For the needs of
analysis we used an ordinal variable that categorised the number of close
relationships, as follows: 0-1, 2-3, 4-5, 6-9 and >10.

Frequency of contact

The frequency of contact (either face to face or over the phone) with
friends, relatives and children who did not live with the respondent was
assessed with a dichotomous variable. The objective was to identify
respondents who had no frequent contact with anyone outside their
household. Respondents who met (arranged or chance meetings) or
spoke over the phone with any of their children, relatives or friends who
did not live with them at a rate of twice a month or less often were
identified as having no frequent social contacts. They were compared
with the remainder of the sample who reported more frequent contact
with people outside their household.

Disability is used in this chapter as one of the main correlates of well-
being because of its key role for older people’s independence and quality
of life. It was measured as limitations in Activities of Daily Living
(ADL). The ELSA questionnaire included six ADL questions and an
ADL summary score was derived by summing responses to all six
questions. For the purposes of analysis, we derived an ordinal variable of
ADL limitations with the following categories: no ADL limitation, one
ADL limitation and two or more ADL limitations.

Cardiovascular disease is an important health problem in middle and
older ages. It was selected as the main health variable in our analysis
because: (a) it is highly prevalent among older people; (b) it is a common
cause of many health-related problems in older age; (c) it is known to
impact on depression and well-being; and (d) positive affect and high
levels of well-being may be protective (Davidson, Mostofsky and
Whang, 2010). We explored the potential impact of cardiovascular
morbidity on well-being at older ages by computing a variable that
recorded the number of cardiovascular diseases our respondents reported
having out of the following list: hypertension, diabetes, heart attack
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(including myocardial infarction and coronary thrombosis), congestive
heart failure, heart murmur, abnormal heart rhythm and stroke. The
relationship between this cardiovascular morbidity index and the four
well-being measures was then analysed.

(7) Access to basic amenities and services was assessed by asking the
respondents how easy or difficult it was for them to get to the following
places: bank, general practitioner, hospital and supermarket, using the
usual forms of transport. The response options were: ‘do not wish to go’,
‘very easy’, ‘quite easy’, ‘quite difficult’, ‘very difficult’ and ‘unable to
go’. Any occurrence of any of the last three response options was coded
as an access problem. Responses to all four questions were combined
into a summary score. For the needs of the analysis all respondents who
reported having more than two problems in accessing amenities and
services were coded as having two problems. Thus, the ordinal variable
we used had the following categories: no problem accessing any of the
four amenities/services, problematic access to one of them and
problematic access to two or more of them.

Analysis

The cross-wave analysis compared the cross-sectional distributions of the
well-being characteristics in 2004—05 and 2008—09, and examined whether
these varied with age, gender, wealth and number of close relationships. The
aim was to explore possible period effects on the well-being of middle-aged
and older people in England, given the major economic crisis that took place
over the time ELSA wave 4 data were collected. For the needs of this analysis
2004-05 and 200809 cross-sectional samples were juxtaposed.

In parallel with the cross-wave analysis, we also examined the longitudinal
changes in well-being between 2004-05 and 2008-09. The aim was to
examine the extent of change and stability over time of the well-being of
middle-aged and older people, analysing the same people at the two time
points. Also, our longitudinal analyses aimed to identify key determinants of
well-being and to describe the characteristics of people who consistently
scored high on the well-being measures over the four-year period.

The objective of the wave 4 cross-sectional analyses was to examine the
associations of well-being in 2008—09 with selected social and health
variables.

Chi-square and ANOVA tests were used to assess the statistical significance of
the observed differences in cross-sectional and longitudinal analyses. The
level of statistical significance was p<0.05. The analytic samples may vary
because of the differing numbers of missing values. All analyses were
weighted for non-response.
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Well-being in 2004-05 and 2008-09

Well-being and age and gender

There is at present limited evidence about the pattern of well-being in older
men and women in England. Women tend to have higher scores on measures
of psychological distress and depression than men, but also report slightly
higher levels of happiness and life satisfaction as well. One possible
explanation is that women experience both positive and negative emotions
more strongly than men do. Alternatively, women’s greater social
connectedness may expose them to a greater extent to the positive and
negative experiences of those close to them (Donovan and Halpern, 2002).
The relationship with age is also complex. Studies using simple one-item
ratings of life satisfaction find lower levels in middle-aged than younger or
older individuals, resulting in a U-shaped pattern across adult life
(Blanchflower and Oswald, 2008). Conversely, depression levels tend to be
lower in older individuals, as is the prevalence of clinical depression (Fiske,
Wetherell and Gatz, 2009). It has been argued that the majority of people in
their 70s and 80s enjoy high levels of well-being (Scheibe and Carstensen,
2010). However, some large population-based surveys of people over 65 have
shown an increase in symptoms of depression with age (Prince et al., 1999).
One British community study found that psychological distress was greatest
among women over 65, while positive well-being declined with age (Huppert
and Whittington, 2003).

The findings for the four measures of well-being in waves 2 and 4 of ELSA
are shown in Figure 4.1 and Tables 4A.1a—4A.4b. Over the complete cohort,
18.7% of women and 11.5% of men had depressive symptoms above threshold
in 2008—09, compared with 19.1% of women and 12.2% of men in 2004-05.
This indicates stable levels of depression across the two waves analysed.
Depression scores increased with age among women, but remained constant
across the age spectrum in men. By contrast, life satisfaction and quality of life
were lower in 2008—09 than in 2004—05, while levels of loneliness were higher
in 2008-09 than in 2004-05. Thus, in every age category, participants reported
lower life satisfaction, reduced quality of life and greater loneliness in 2008—
09. It is tempting to speculate that this pattern may relate to the changing
economic circumstances between 2004—05 and 2008-09 but this is an issue
that requires a more detailed analysis, which is beyond the scope of this report.
In addition, there were differences related to age and gender. Life satisfaction
varied with age in men, being lower in the 50—64 age group. However, quality
of life and loneliness showed a different pattern, being worse in the oldest age
category (75 and older) for both men and women. Women reported feeling
lonelier than men in both waves of ELSA, but there was little difference
between sexes in quality of life. These cross-sectional cross-wave comparisons
were largely corroborated in longitudinal analyses of individuals who
participated in both waves.
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Figure 4.1. Cross-wave comparison of the associations between well-being measures and age and gender
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Figure 4.2. Cross-wave comparison of the associations between well-being measures and total net non-pension household wealth
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The varying patterns of results for these measures emphasise that they are not
equivalent, but tap different aspects of well-being. The reduced levels of life
satisfaction and quality of life in 2008—-09 compared with 2004—05 suggest
deterioration in positive well-being among older people, but this is not
translated into greater levels of depression. The fact that life satisfaction is
maintained at older ages in men while quality of life deteriorates and levels of
loneliness increase suggests that overall satisfaction is sustained despite loss of
autonomy and social relationships. The most vulnerable group across the
whole spectrum of well-being measures is women aged 75 and older, and their
lower life satisfaction and quality of life and greater levels of loneliness appear
to have intensified in 2008—09. The high levels of loneliness in this group may
be an unwanted consequence of greater investment in social relationships
earlier in life, resulting in a greater sense of isolation when these relationships
are no longer present.

Well-being and wealth

There is a consistent negative association between socioeconomic markers
such as wealth or occupational status and depression, with greater depression
in less affluent groups (Lorant et al., 2003). Well-being and life satisfaction
are positively related to income, though some authorities argue that relative
rather than absolute income is more important (Dolan, Peasgood and White,
2008). In ELSA, we found that wealth is associated with greater well-being in
all measures irrespective of gender (Tables 4A.5a—4A.8b). Figure 4.2 shows
that wealthier participants had a lower prevalence of depression, greater life
satisfaction, better quality of life and lower levels of loneliness than did less
affluent groups. The differences are substantial: 27.5% of people in the poorest
quintile in 2008—09 had depression scores above threshold, compared with
only 7.2% of the wealthiest group. Similarly, CASP-19 quality of life scores
were 22% higher in the wealthiest than in the poorest category. There is a clear
gradient in all four measures, rather than a dichotomy between the poor and
the remainder. So participants in the intermediate wealth quintiles had levels
of well-being that fell on average between the most and least wealthy groups.
The results in Figure 4.2 also indicate that the difference between waves in life
satisfaction, quality of life and loneliness were present across the wealth
spectrum. There is no evidence that the well-being of poorer individuals was
especially affected by changes in household wealth between 2004-05 and
2008-09; instead decline was in parallel across wealth categories.

4.4 Well-being and social relationships

Social relationships are consistently shown to account for much of the
variation in people’s well-being (Bok, 2010). Indeed, it has been argued that
close relationships with others contribute more to well-being than other factors
(Antonucci, Lansford and Akiyama, 2001; Demir and Weitekamp, 2007;
Diener and Biswas-Diener, 2008). In this section we looked at cross-wave,
longitudinal and cross-sectional relationships between well-being and close
personal relationships. We also examined the cross-sectional associations
between well-being and frequency of contact with family and friends, and the
amount of positive support people receive from their spouses or partners. Life
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satisfaction, quality of life and depressive symptoms are the well-being
indicators examined. Loneliness is not included in this section as we felt that
conceptual overlap with social relationships was too great.

Well-being and number of close relationships in wave 4 (2008—
09)

Over a quarter (about 28%) of respondents reported having ten or more close
relationships, and only about 4% reported having one or no close relationships
in 2008-09 (Tables 4A.9b—4A.11b). Table 4A.9b shows that the relationship
between number of close relationships and depressive symptoms was stronger
for those under the age of 75 than for those aged 75 or older. For example,
among those aged 65-74, 9.5% of respondents with ten or more close
relationships had depressive symptoms compared with 29.1% of those with
one or fewer. The equivalent numbers for those aged 75 or older were 14.8%
and 20.4%, respectively. The strength of relationships between number of
close relationships and life satisfaction or quality of life also decreased with
increasing age, but not as strikingly as for depressive symptoms (Tables
4A.10b—4A.11b).

Figure 4.3. The longitudinal association between elevated depressive
symptoms and number of close relationships

60% -

40% A

20% A

0%

0-1 close rel 2-3 close rel 4-5 close rel 6-9 close rel 10+ close rel

W With elevated depressive symptoms in both waves
B With elevated depressive symptoms in either wave 2 or wave 4

Free of elevated depressive symptoms in both waves

Well-being and number of close relationships in wave 2 (2004—
05) and wave 4 (2008-09)

Comparisons between 2004-05 and 2008-09 showed that the association
between close relationships and well-being did not change over time (Figure
4.4 and Tables 4A.9a—4A.11b). However, longitudinal analysis among those
who responded at both waves showed that having fewer close relationships
was associated with persistent depression (defined as elevated [>4] depressive
symptoms on the CES-D in both 2004—05 and 2008-09) (Figure 4.3). The
strength of this relationship appeared to decrease with increasing age. Levels
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Figure 4.4. Cross-wave associations between well-being measures and
number of close relationships
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of life satisfaction and quality of life increased, and the prevalence of elevated
depressive symptoms decreased with the number of close personal
relationships equally in both 2004—05 and 2008—09 (Figure 4.4).

Well-being and frequency of contact with friends and family in
wave 4 (2008-09)

Cross-sectional relationships in 2008—-09 show that people with infrequent
social contact had slightly lower mean life satisfaction and quality of life
scores than those with more frequent social contact. Table 4A.13 shows that
those with infrequent social contact had a mean life satisfaction score of 23.4
compared with 25.3 for those with more frequent social contact. Similarly,
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Table 4A.14 shows that those with infrequent contact with friends and family
had a mean quality of life score of 38 compared with 40.9 for those who
reported more frequent contact. Moreover, Table 4A.12 shows that, while
there was no significant difference in prevalence of elevated depressive
symptoms by frequency of social contact overall, younger respondents (aged
50-64) who had frequent contact with friends and relatives were less likely to
have depressive symptoms, at 13.1%, compared with 17.9% of those who had
infrequent contact with friends and family.

Well-being and marital status/positive support from spouse or
partner in wave 4 (2008-09)

Many studies have shown that married couples are more satisfied with their
lives (Diener and Diener-McGavran, 2008; Myers, 1999) and less likely to
become depressed (Cochrane, 1996) than never or previously married
individuals. In ELSA wave 4, 63% of people were living with a partner or
spouse and, of those, half reported the highest possible levels of positive
support from their spouse or partner. Those who reported high levels of
support from their spouse or partner were the least likely to report elevated
depressive symptoms at 6.4%, but those who reported lower levels of support
from their partner or spouse were still less likely than those not living with a
spouse or partner to have elevated depressive symptoms, at 13.8% compared
with 21% for never married single people, 22.6% for separated or divorced
people and 25.1% for widowed people. People who reported high levels of
support from their partner or spouse had higher mean life satisfaction and
quality of life scores than those who reported lower levels of support and those
who were not living with a partner or spouse (Tables 4A.15-4A.17). Figure
4.5 shows that the prevalence of elevated depressive symptoms was
particularly high among widows who were aged 50—64, and decreased with
age for divorced people. Perhaps these age patterns reflect people’s adjustment
to these life events over time. The difference in the prevalence of elevated
depressive symptoms between those reporting highest and lower levels of
spouse or partner support increases across age groups. The higher levels of life
satisfaction and quality of life among those who report the highest levels of
support from their spouse or partner compared with those who do not or are
not living with a spouse or partner are fairly consistent across age groups.
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Figure 4.5. Associations between well-being measures and marital
status/social support from spouse by age
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Well-being, disability and health in wave 4
(2008-09)

Well-being and disability in wave 4 (2008-09)

It is well established that health is a major correlate of well-being (Chida and
Steptoe, 2008; Ryan & Deci, 2001; Ryff, Singer and Love, 2004; Steptoe,
Wardle and Marmot, 2005). In this section we capitalise on previous work on
the association between health and well-being by exploring the association
between health and disability and well-being in a large national sample. We
used limitations in ADL and existence of cardiovascular diseases and related
risk factors, which are two common problems in older ages, to analyse the four
well-being measures: depression, life satisfaction, quality of life and loneliness
(see Figures 4.6 and 4.7).

Table 4A.18 presents the distribution of depressive symptoms by age and
categories of limitations in ADL. It shows that there is large variation in the
rates of elevated depressive symptoms by ADL. Almost half of the people
with two or more limitations in ADL (45.2%) reported elevated depressive
symptoms, while the respective rate for those with no ADL limitations was
much lower at 11.1%. People who reported one ADL limitation also reported
an increased rate of elevated depressive symptoms (23.9%). The proportion of
people with elevated depressive symptoms among those with two or more
ADL limitations was one of the highest observed in this report, and indicates
the detrimental impact of disability on happiness and well-being. Further
analysis of this association by age was even more revealing. Differences in the
rates of elevated depressive symptoms by ADL were large in the two older age
groups (65-74 and 75 or older) but it was in the youngest age group (50—64
years) that they were the greatest with 56.2% of participants with two or more
ADL limitations reporting elevated depressive symptoms compared with
28.3% of those with one ADL limitation and 10.7% of those without ADL
limitations.

Table 4A.19 presents the association between ADL and life satisfaction by age
category. As with elevated depressive symptoms, experiencing limitations in
ADL was strongly related to poorer life satisfaction. The association was
broadly linear, with people without any ADL limitation scoring on average
25.7 on the life satisfaction scale, those experiencing one ADL limitation
having a lower mean score (23.8) and those with two or more ADL limitations
having a mean score of 21. The average difference of 4.7 points between the
two extreme categories was large (given that the possible range of the SWLS
score was from 5 to 35) and reflected the influence of severe disability on
people’s satisfaction with their lives. A breakdown of this association by age
did not reveal any major age-related differences, although in the youngest age
group (5064 years) the difference in life satisfaction by ADL was somewhat
greater than in the oldest age group (75 years or older) (5.9 and 3.9 points,
respectively). The mean life satisfaction score of those aged 50—64 years with
two or more ADL limitations (19.4) is one of the lowest observed in this
report.
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Figure 4.6. Well-being measures by ADL and age in wave 4 (2008—09)
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Figure 4.7. Well-being measures by cardiovascular comorbidities and age
in wave 4 (2008-09)
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Table 4A.20 presents an analysis of CASP-19 scores by ADL and age
categories. As expected, disability measured by ADL was a major correlate of
quality of life at older ages. People with two or more ADL limitations had a
very low mean CASP-19 score of 31.4. People experiencing one ADL
limitation reported on average a somewhat higher CASP-19 score (36) than
that of the people with two or more ADL limitations, but still this was
considerably lower than that of people without problems in performing ADL
(42.1). The mean difference between those without problems in performing
ADL and those with two or more ADL problems was 10.7. As with life
satisfaction and depression, it was in the youngest age group (50-64 years)
that the greatest difference in the mean CASP-19 scores by ADL was observed
(11.8 points). But, in general, differences in quality of life in relation to ADL
status were comparable across the three age categories.

Table 4A.21 examines the association between ADL and loneliness by age. As
with the other three measures, ADL limitations are a major correlate of
loneliness in middle-aged and older people. People without problems
performing ADL had on average a much lower loneliness score (5.8 points)
than those with two or more ADL problems (7 points), while people with one
ADL problem reported a mean loneliness score of 6.4. The association
between ADL and loneliness did not vary much with age.

Well-being and cardiovascular morbidity in wave 4 (2008-09)

Cardiovascular diseases and related risk factors (i.e. hypertension and
diabetes) were also important correlates of the four well-being measures but
they were not as strongly related to them as limitations in ADL. Table 4A.22
analyses the association between elevated depressive symptoms and categories
of cardiovascular morbidity by age. Differences in the rates of elevated
depressive symptoms by cardiovascular disease status were large irrespective
of age. On average, older people with two or more cardiovascular diseases
reported almost double the rate of elevated depressive symptoms of older
people who were free of cardiovascular disease (22.8% and 12.2%,
respectively). The analysis of this association by age showed that in the
youngest age group (50-64 years) differences in the rates of elevated
depressive symptoms were slightly larger than in the other two age groups and
that people in the intermediate age group had the lowest rates of elevated
depressive symptoms.

The analysis of the association between life satisfaction and cardiovascular
diseases according to age categories is presented in Table 4A.23. The
existence of cardiovascular diseases or related risk factors was associated with
life satisfaction, but differences in life satisfaction by category of
cardiovascular morbidity on average were not large. The average difference
between those without any cardiovascular disease and those with two or more
cardiovascular diseases was 1.4 points (the respective difference for the
association between ADL and life satisfaction was 4.7 points). As above, it
was people aged 50-64 years with two or more cardiovascular health problems
who reported the lowest mean life satisfaction score (22.8 points). Also,
interestingly, differences in life satisfaction by cardiovascular disease almost
disappear in the two older age groups (65-74 years and 75 years or older).
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Table 4A.24 shows the association between quality of life and cardiovascular
disease categories broken down by age categories. Cardiovascular morbidity
was related to quality of life in all age groups. Differences in quality of life
according to the number of cardiovascular diseases were less pronounced
among those aged 65 years or older compared with those younger than 65
years. In the youngest age group the difference in quality of life between those
without any cardiovascular disease and those with two or more was greater
than 5 points and thus of potential clinical and social importance. An analysis
of loneliness by cardiovascular morbidity and age is presented in Table 4A.25.
Overall there were not any great differences in the loneliness score by
cardiovascular disease category. Only those with two or more cardiovascular
diseases had a slightly higher loneliness score compared with the other two
categories of cardiovascular morbidity. As in Table 4A.24, differences were
slightly more pronounced in the youngest age group than in the other two age
groups.

Well-being and access to services and
amenities in wave 4 (2008-09)

Access to basic amenities and services is expected to be closely related to
well-being at older ages. A friendly neighbourhood that provides easy access
to all necessary amenities and services will enhance older people’s ability to
live independently and contribute to their well-being, while any obstacles in
accessing basic amenities and services most probably will worsen older
people’s ability to be independent and impact negatively on their well-being.

In this section we explored the associations between well-being measures and
access to four selected amenities and services (i.e. bank, general practitioner,
hospital and supermarket) (Tables 4A.26—4A.29 and Figure 4.8). Our results
show that problems in accessing amenities/services had a negative relationship
with well-being in middle and older ages. The associations between well-being
and access to the four selected amenities/services were linear and graded with
people with most restricted access to amenities/services reporting considerably
higher rates of depressive symptoms, higher loneliness score and poorer
quality of life and satisfaction with life compared with those without any
problems in accessing services and amenities.

Table 4A.26 shows that there was a strong positive association between
elevated depressive symptoms and number of problems in accessing the
selected amenities/services in people aged 50 years or older. People with
problematic access to two or more of the selected amenities and services
reported on average an almost four times higher rate of elevated depressive
symptoms than those without difficulties in accessing any of the selected
amenities/services (38.2% and 10.3%, respectively). As with ADL and
cardiovascular comorbidities earlier, the differences in the rate of elevated
depressive symptoms by number of difficulties with access to services and
amenities were greater in the youngest age group (50-64 years) and less
intense in the oldest age group (75 years or older). This is mostly due to a
steady decrease in the rate of elevated depressive symptoms among those with
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Figure 4.8. Well-being measures by access to services/amenities and age in
wave 4 (2008-09)
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problematic access to two or more amenities as age increases. Interestingly,
the rate of elevated depressive symptoms among people without problems in
accessing any of the selected amenities is stable at around 10% in all three age
groups.

Table 4A.27 examines the association between satisfaction with life and
access to amenities. This association is evenly graded with the differences in
the mean SWLS score between those without any problems and those with two
or more access problems in all three age groups being around 5 points (5.3, 4.9
and 4.5 in the youngest, intermediate and oldest age group, respectively). A
noteworthy characteristic of this association is the steady increase in the
SWLS scores by age for all categories of access to amenities. Table 4A.27
clearly indicates that the restrictions in accessing basic amenities and services
have a considerable impact on middle-aged and older people’s well-being that
does not vary by age.

Ease of access to services and amenities is also inversely related to quality of
life (Table 4A.28). The observed differences in quality of life by number of
access problems are considerable in all three age groups but greater in the two
younger ones (they range from 10.4 in the youngest age group to 7.5 in the
oldest age group). These differences highlight difficulties in accessing the
selected amenities and services as a major correlate of quality of life in
middle-aged and older adults. The association between loneliness and access
to amenities is presented in Table 4A.29. It has the same characteristics as the
associations of the latter with satisfaction with life and quality of life. The
average difference in loneliness score between the two extreme categories of
access to amenities is quite considerable at 1.3 points and is almost the same in
all three age groups.

Concluding remarks

The cross-wave and longitudinal analyses showed that quality of life and life
satisfaction of middle-aged and older people in England have decreased within
the period of four years that have elapsed between wave 2 and wave 4, while
loneliness levels have increased. They also showed that there was no major
systematic change in the rates of elevated depressive symptoms in the same
period of time. Further analysis of the non-affective dimension of well-being
(i.e. quality of life and life satisfaction) over time did not reveal any systematic
variation with age, gender, wealth and number of close relationships. To the
extent that the observed changes in the non-affective dimension of well-being
between 2004—-05 and 2008—09 are not random, they might indicate a period
effect that is possibly related to the global financial crisis of 2008. But this
possibility has not been tested directly in these analyses. It should also be
pointed out that data had been collected from many ELSA participants in
2008-09 before the extent of the economic crisis became apparent, while
others were assessed afterwards. A finer-grained analysis is therefore required
to investigate associations between well-being and participants’ experience of
the economic downturn.
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The cross-sectional analysis of wave 4 data showed that factors related to
social networks, social support and physical disability and health were closely
related to well-being.

The number of close relationships was related to well-being measures in a
graded manner, with considerable differences between the two extreme
categories (those having no or just one close relationship and those having ten
or more). The frequency of contact with friends or relatives (either face to face
or over the phone) was also a significant correlate of the non-affective
dimensions of well-being (i.e. satisfaction with life and quality of life) but not
of depression. These findings highlight the significance of the structural
dimension of social relationships (as opposed to the functional dimension of
social relationships, which primarily refers to social support and more
generally to the content of social relationships) for well-being and indicate the
importance of having an adequate and active personal social network in the
pursuit of happiness.

Perceived social support from spouse/partner and marital status were also
powerful correlates of well-being. People who perceived their spouse/partner
as able to offer them the support they need had higher levels of well-being,
compared with people who felt that their spouse/partner was not adequately
supportive in times of need or those without a spouse. The latter two groups
were different from each other in terms of elevated depressive symptoms
(especially up to the age of 75 years) but were not much different in relation to
the non-affective dimensions of well-being (quality of life and satisfaction
with life). Interestingly, our analysis suggested that age influenced the
association between depressive symptoms and social support and marital
status to a greater extent than the associations of social support and marital
status with life satisfaction and quality of life. Our findings suggest that having
a high-quality relationship with one’s spouse or partner is related to
particularly high levels of well-being in middle and older ages. They also
show the importance of perceived social support from spouse/partner for the
emotional well-being of the oldest old. The findings indicate that being
married but not receiving the highest possible amount of social support from
one’s partner or spouse leads to impaired levels of non-affective well-being
that are comparable to those of people without a spouse/partner.

The close associations between physical disability and cardiovascular
morbidity and well-being are important findings in this chapter. Physical
disability was a powerful correlate of well-being, with differences in well-
being according to disability (ADL) status being greater than differences
according to age, gender or wealth. The magnitude of these differences can, at
least in part, be attributed to the impact of severe physical disability on
independence and the sense of control of older people. The association
between cardiovascular morbidity and well-being was also strong (especially
the association with depression), but less marked than the association between
physical disability and well-being. This may be because conditions such as
hypertension may have much less impact on quality of life and well-being than
other conditions like heart failure. From a policy perspective, both associations
are important for different reasons. Severe physical disability should be the
target of preventive strategies aiming to enhance well-being in older ages
because of its very close association with the quality of life of older people.
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Cardiovascular diseases should also be targeted as a major set of preventable
causes of ill health, with effects not only on premature mortality but also on
well-being in older ages.

There were striking associations between all aspects of well-being and ability
to access services and amenities such as shops and healthcare. Participants
who reported difficulty accessing these amenities with the usual forms of
transport had higher depression and loneliness levels, poorer quality of life and
lower life satisfaction. These relationships are likely to be two-way. On the
one hand, individuals with poor well-being may live in locations that are less
accessible, or perceive greater difficulties in transportation. On the other hand,
limited transport options may make everyday tasks like going to the
supermarket or accessing health and financial services more difficult, leading
to a deterioration in well-being. The causal sequence cannot be teased out
from these cross-sectional findings. However, further analyses using the
longitudinal components of the ELSA dataset will permit clearer conclusions
to be drawn about the extent to which problems of access to services and
amenities due to transportation difficulties impair well-being and quality of
life.
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Appendix 4A
Tables on well-being in older age

Table 4A.1a. Elevated depressive (CES-D) symptoms by age and gender in wave 2

(2004-05)

52-64 65-74 75+ All
% % % %
Men <4 CES-D symptoms 87.8 89.0 86.0 87.8
>4 CES-D symptoms 12.2 11.0 14.0 12.2
Weighted N 1,985 1,146 798 3,929
Unweighted N 1,833 1,199 808 3,840
Women <4 CES-D symptoms 83.9 80.9 76.0 80.9
>4 CES-D symptoms 16.1 19.1 24.0 19.1
Weighted N 2,081 1,249 1,276 4,606
Unweighted N 2,181 1,367 1,171 4,719
Note: Differences by age group and sex were statistically significant: p<0.001.
Table 4A.1b. Elevated depressive (CES-D) symptoms by age and gender in wave 4
(2008-09)
50-64 65-74 75+ All
% % % %
Men <4 CES-D symptoms 88.3 90.0 87.1 88.5
>4 CES-D symptoms 11.7 10.0 12.9 11.5
Weighted N 2,483 1,114 803 4,401
Unweighted N 2,119 1,318 774 4,211
Women <4 CES-D symptoms 82.5 82.8 76.8 81.3
>4 CES-D symptoms 17.5 17.2 23.2 18.7
Weighted N 2,605 1,241 1,155 5,001
Unweighted N 2,624 1,536 1,062 5222

Note: Differences by age group and sex were statistically significant: p<0.001.
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Table 4A.2a. SWLS score by gender and age in wave 2 (2004—05)

52-64 65-74 75+ All

Men Mean 25.7 27.0 27.1 26.3
Std Deviation 6.3 5.8 5.7 6.1

Weighted N 1,760 1,019 623 3,402

Unweighted N 1,642 1,074 638 3,354

Women Mean 26.0 26.5 26.0 26.1
Std Deviation 6.4 6.1 6.1 6.3

Weighted N 1,885 1,076 934 3,895

Unweighted N 1,983 1,185 871 4,039

Note: Differences by age group were statistically significant: p<0.001. Differences by sex were not: p=0.137.

Table 4A.2b. SWLS score by gender and age in wave 4 (2008-09)

50-64 65-74 75+ All

Men Mean 24.7 26.0 26.4 253
Std Deviation 6.4 5.8 5.7 6.2

Weighted N 2,128 966 633 3,727

Unweighted N 1,845 1,156 621 3,622

Women Mean 249 25.6 24.8 25.1
Std Deviation 6.6 6.1 6.2 6.4

Weighted N 2,271 1,074 856 4,201

Unweighted N 2,309 1,344 810 4,463

Note: Differences by age group were statistically significant: p<0.001. Differences by sex were not: p=0.069.

142



Well-being in older age

Table 4A.3a. CASP-19 score by gender and age in wave 2 (2004-05)

52-64 65-74 75+ All
Men Mean 42.7 429 40.6 42.4
Std Deviation 8.7 8.4 8.8 8.6
Weighted N 1,690 936 542 3,167
Unweighted N 1,579 991 557 3,127
Women Mean 43.6 43.1 40.1 42.7
Std Deviation 8.5 8.7 9.1 8.8
Weighted N 1,800 968 769 3,537
Unweighted N 1,897 1,075 721 3,693
Note: Differences by a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>