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British wage inequality: what occupation you
have has never mattered so much

Aug 29 2012

Mark Williams /looks at how occupations relate to the massive rise in British wage
inequality between the mid-1970s and mid-1990s, finding that growing inequality is
largely between groups and is driven by a small handful of occupations.

That Britain has become hugely unequal over the last few decades is a well-known
fact. How inequality has grown is less well known. My research examines how
occupations relate to trends in wage inequality. | found that the single-most
important factor accounting for growing inequality was that the wages of already high-paying
occupations increased the most, ahead of the changing relative sizes of occupations, and
inequality within occupations.

Looking at what occupations people do could provide a promising avenue for policy makers, the
general public, and academic research in understanding how the massive rise in wage inequality
unfolded — and continues to unfold.

The LSE economist, Henry Phelps Brown, once remarked that

‘the pay of any two persons may differ for many reasons [...] but the most
conspicuous reason lies in differences of occupation. It is these that come first to
mind as the source of systematic differences in pay” (1977:28).

Occupations as a unit of analysis since fell away in wage inequality research — so little is known
about how occupations relate to the massive rise in British wage inequality between the mid-70s
and mid-90s. This is what linvestigated using a classification system of 366 occupational groups.

How can occupations shape trends in wage inequality? Occupations can affect inequality in three
ways:

e Changes in the relative sizes of occupations — there could be a growth in high-paying
occupations and low-paying occupations, with a simultaneous fall in middle-paying
occupations, polarising the wage structure;

¢ Changes in average wages of occupations — the distance between occupational wages
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could grow — the wages of some occupations may grow very steeply — some may even fall;

¢ Changes in inequality within occupations — a final way is the distance in wages between
individuals could increase within occupations increasing overall inequality.

Examining the relative weight of each of these mechanisms in accounting for trends in British
wage inequality using a statistical technique, | found that changes in occupational mean wages to
be the most important factor, accounting for 48.3 per cent of the growth in male wage inequality
1975-1996, and 45.7 per cent of the growth in female wage inequality 1975-1996. Changes in the
relative sizes of occupations is next important, accounting for 42.9 per cent for men, and a quarter
for women. Least important is growing inequality within occupations, accounting for less than 10
per cent for men, and about a quarter for women.

The methodological approach |take allows for an estimation of the contribution by each and
every single of the 366 occupations in the data. This is done by estimating a ‘counterfactual’ level
of wage inequality — in effect calculating what the level of inequality ‘would be’ had occupation X’s
size, mean wage, and internal inequality not changed — whilst all other occupations’ had changed.
Subtracting this counterfactual level of inequality from the actual level of inequality reveals the
contribution to the change in overall inequality of occupation X.

Some surprising results emerge. Just 10 occupations account for over half the growth in overall
male wage inequality 1975-1996. The top 20 combined account for over two-thirds of the growth
in overall inequality and cover just one-quarter of the 1996 labour force (16 per cent of the 1975
labour force).

For women, a similar finding emerges. Just 12 occupations account for over half the growth in
overall inequality, and cover less than one-third of the 1996 labour force. The top 20 combined
account for nearly two-thirds of the growth in overall inequality and cover just over 40 per cent
of the 1996 labour force (and 33 per cent of the 1975 labour force).



Top twenty inequality-producing occupations 1975-1996 (men)

Overall contribution to

Number employed

Mean annual wage

. : : 3 [estimated) (2008 £5)*
Cccupation change in male inequality
(%) 1975 1956 1975 1506
Marketing and sales managers 583 177,853 445 748 23,442 42 515
Oth d administrat
e e ey 5.50 114616 377338 21819 34528
nEL
Un[!ew.'r?tars, Claims assessors, £ 57 39,436 151,430 25,875 50,856
brokers, investment analysts
Treasurers and company financial 557 33,057 113,188 75 064 51,880
managers
Sales assistants 474 211,793 352,220 12,667 12,854
G I H| i
T e e R 421 2,638 37,731 25106 102336
and crganizations
Drivers of road goods vehicles 404 566,460 586,995 13,4559 15.330
PERUERCN. Byt 3.61 245247 345545 20779 36,005
maintenance managers
Kitchen porters, hands 296 23,520 45,231 11,2532 10,608
C ut: L nd dat
T 2.35 35341 96776 23400 46,363
Processing managers
SERGY ElaRdy KL KR 233 96,825 180,990 13562 14,061
pCCupations
S M oo 231 49338 102,079 24,814 48,256
office managers
Dtr_ﬁer financial institutions and 297 123,739 191,950 23,358 39,354
cffice managers n.e.c.
Medical practiticners 2.10 35,900 76,623 32,656 56,181
Computer analyst/programmers 184 63,454 209,697 22672 32,802
Bar staff 1.83 41,628 B3.448 11,669 22,693
Storekeepers, warehousemen 1.79 457 457 481,759 13,291 16,120
Software engineers 132 27877 82,647 23,421 35,360
Management consultants, business 198 12,031 34,445 24,049 46,197
anmalysts
Ui i d pol hnic teachi
e e 122 21,128 65,500 30,098 46,717

professionals

Source: NES. *Annual wage calculated from hourly rates, assuming 40-hour week.



Top twenty inequality-producing occupations 1975-1996 (women)

Owerall Number employed Mean annual wage
contribution to [estimated) (2008 £5)*
Occupation change in
female 1575 1506 1575 1506
inequality (%)
Cleaners, domestics 10.03 610,218 701,487 9,963 10,820
P e 572,079 930,360 8299 11544
Ca istant d attendant 5.74
e i ol 130716 405,822 11461 12,501
Clerks (n.0.5) =i 418660 957,139 11315 15746
larketing and sales managers 423

26800 126,525 12,355 35,683

Other financial institutions and office managers n.e.C. 3.38 44,420 163,311 13,042 27872

Other managers and administrators 0.e.c 274 26,342 128,649 13,333 26,707
Nurses 2.69 347861 507,302 14726 24,773
Other childcare and related cccupations 254 67,583 152,742 10,754 11,190
Counterhands, catering assistants 243 177,281 209,068 3,630 11,045
Medical practitioners 2.10 9,669 32,764 19,490 48 381
Kitchen porters, hands = 132,245 121 830 9,776 10,317
Bar staff 184 53,504 121,041 8424 9,901
Underwriters, claims assessors, brokers, investment 179

analysts 11,636 50,039 13,312 32,011
Treasurers and company financial managers 175 6,160 29,930 13,998 40,206
Waitresses 156 44977 91,017 8,778 10,046
Other secretaries, personal assistants, typists, word 153

BRI R RO et 517627 617,326 12147 19,344

Higher and further education teaching professionals 150 34,287 99,108 23,338 33,176

Solicitors e 4,500 34588 15,059 36,941

Chartered and certified accountants 140

12061 50,406 12501 31L741
Source: MES. *Annual wage calculated from hourly rates, assuming 40-hour week.

For men, most are managerial, including the top four — with marketing and sales managers being
the most important — accounting for almost 10 per cent of the growth in wage inequality alone.
Not all the inequality-producing occupations are highly-paid, however, such as goods vehicle
drivers, kitchen porters and cleaners. This is especially true for women where cleaners are the most
important occupation. So when we think about growing inequality we should also think about what
is happening amongst low-paying service occupations as well as high-paying managerial
occupations.



Implications

As Phelps Brown noted, occupation is the first reason to come to mind when considering pay
inequalities. This is because occupations relate to skills and aspect of employment relations such
as span of control or position within the organisational hierarchy.

For policy-makers, the fact that growing inequality is largely between groups should be good news
— as it gives them something more tractable to work with than if inequality is largely within groups.
Most importantly, my research finds that growing inequality is driven by only a handful of
occupations. For researchers, these results point to the need to pin down exactly what explains
the ‘occupation effect’ and reasons why these particular occupations were as influential as they
were.

Conclusion

My research adds to the wage inequality story by examining the role of detailed occupational
categories — which have been oddly overlooked. My research has established that a between-
group story is the more accurate one when groups are defined in terms of detailed occupations.
My research points to the highly concentrated nature of growing wage inequality and to particular
sections of the labour market that warrant further investigation. Moreover, the between-
occupation story gives policy-makers something tangible to work with if tempering growing
inequality is to be a policy goal.

Note: This article gives the views of the author, and not the position of the British Politics and Policy
blog, nor of the London School of Economics. Please read our comments policy before posting.
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You may also be interested in the following posts (automatically generated):
1. Wage inequality and job polarization show that it is time to be pursuing redistribution from

the highest-earners to those with middle and lower incomes

2. The big picture of inequality in Britain: tackling inequality requires us to see both specific
injustices and wider underlying forces

3. Technological changes in the workplace have seen a rise in the demand for, and the wages
of, postgraduates. But this has led to widening wage inequalities between postgraduates
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and undergraduate-only workers.
4. Wage top-up schemes are an attractive way for policy makers to address income

inequalities, but they may well be corrosive to those they are aiming to help.

This entry was posted in Fairness and Equality, Mark Wiliams and tagged fairness, pay, wage
inequality. Bookmark the permalink.
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