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Social Impacts of Recession: Briefing for Treasury Seminar.  

Andy Green
The current recession has already brought rapid rises in unemployment - particularly amongst the younger, less-educated and lower-paid members of the labour force, and those in regions outside the prosperous South East. On past experience unemployment will continue to rise for several years after the technical end of economic recession.
 Some immediate effects of rising unemployment amongst vulnerable groups are easy to predict – such as adverse physical and mental health outcomes associated with stress. Other negative social impacts are harder to estimate because they emerge much later, and will be affected by many factors, including government policies, which are not yet known. The evidence from past recessions in the UK and other countries offers only a partial guide since social consequences have varied considerably, not least due to the different political responses in each case and to the particular long-term trends occurring anyway in those societies.  One way to assess the likely consequences of this recession is to consider how it will impact on the long-term trends on particular social indicators.

Impacts on Crime and Health. The evidence on the impacts of recessions on crime and health is mixed. There can be gains eg reductions in traffic fatalities as fewer people can afford to drive. Research shows that overall mortality rates are not necessarily affected by recession. However, we have strong evidence that certain categories of health and crime are affected. Stuckler et al, in their recent analysis of data for 26 countries between 1970 and 2007 (The Lancet, 2009), show that a 3% rise in unemployment is associated with 4% more suicides, 6% more murders, 28% increase in deaths from alcohol, and increases in heart attacks for those aged 30-44 years. The latest data on police recorded crimes for the UK (October to December 2008) post-dates the beginning of recessionary trends in the labour market and shows some significant changes which may be associated with the latter. The overall rate of recorded crime continued to fall (by comparison with the same quarter in 2007) in line with the ten-year downward trend usually attributed to the demographic decline of young males and to better security. However, the rate of decline was reduced in several categories and the rate was up - year on year - in:  Burglaries (plus 4%); Drugs Related Crimes (+6%); and Fraud and Forgery (+ 5%: on top of + 16% in the previous quarter). 
Social Cohesion. We do not have annual data on the typical measures of social cohesion (trust, tolerance etc) which makes it difficult to assess whether a brief recessionary period is associated with changes in social cohesion levels. However, we do know that trust in others (interpersonal trust), trust in institutions, and violent crime are strongly correlated across countries (and over time in the case of violent crime) with household income inequality.  Income inequality in the UK (on the Gini measure) has risen over the past three years and in 2007/8 stood at its highest level since 1961 (when the data series began) (IFS, 2009). Given that unemployment is hitting the young and lower paid most during this recession, and is likely to continue to do so with the anticipated million plus redundancies in the public sector (IFS), household income inequality is likely to rise further, unless top level earnings come down (for which there is no evidence yet). This could have highly adverse effects on social attitudes generally and particularly on trust.
Trust in institutions, tolerance, and voter turn-out at elections have all declined substantially in the Britain during the past three decades, which says much about the current fragility of social cohesion. Most startling has been the precipitous decline in interpersonal trust. In 1960 60% of people said they thought ‘most people could be trusted.’  By 2005 only 30% believed this (World Values Surveys). With the recent revelations about business fraud, financial excess, and parliamentary expenses abuses, we can safely predict that levels of trust are substantially lower now even than in 2005. The Recent Guardian/ICM poll - which showed that only 14% believe the government is telling the truth about the current financial situation - is just one of many recent polls suggesting historically low levels of trust in Britain. If inequality continues to rise during - and after - the recession, and if public perceptions persist that ordinary people are unfairly carrying the burden of the economic problems caused by financial speculators, trust in Britain could decline to levels normally associated with Latin American countries. This would be nothing short of a major culture shift and would have serious implications for social cohesion and general well-being since trust is closely associated with both.  
Policy Implications. High priority must be given to reversing the long-run increase in inequalities in income (and wealth), which stifle mobility, and to mitigating the adverse social effects of unemployment. 
· Active Labour Market policies have been shown to reduce income inequalities (Nickell and Layard, 1998) and to reduce adverse health effects of unemployment. These must be targeted equally at young and older people alike.

· Enhancing trust requires a long-term cultural shift that can only be achieved by restoring public perceptions of fairness.

· This will require, amongst other things, effective measures to curb excessive earnings at the top and to re-distribute some of the individual gains from speculation in finance and housing.  
Tobin taxes and Land Values taxes, which already have considerable national and international support, could be effective in reducing excesses in financial and property speculation and would raise substantial income for spending in other priority areas. 
�   After the 1980s recession, unemployment did not decline to pre-recession levels before the onset of the new recession of the early 1990s.
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