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Abstra

This thesis constructs a consistent data set of labour market
variables from the annual British General Household Survey for the years
1974 to 1988. It uses this data to investigate the nature and causes of key
developments in the distribution of earnings and incidence of unemployment
for working age males.

The principal findings of the thesis are:
(1) Financial returns to education and experience increased
substantially during the 1980s, probably due to a large increase in demand
for skilled labour. Despite relative losses, real earnings for workers
without educational qualifications increased by about 15 percént between
1974 and 1988.
2) After declining slightly during the 1970s, overall earnings
inequality increased sharply in the 1980s. The increase in education and
experience differentials accounted for only one—ﬁhird to one—half of the
increase in overall inequality. The rest of the rise occurred within
education and experience groups. A shift in relative labour demand in
favour of workers with high levels of labour market skills again appears
to be the most likely explanation.
(3) Education and experience levels have an important impact on an
individuals probability of becoming and remaining unemployed. Adjusting
conventional estimates of the returns to education and eiperience
significantly increases thé measured returns to these skills.
(4) Once unemployed, changes in the level of unemployment benefits over
the range prevailing in Britain during 1979-82 have no measurable effect

on the search effort of unemployed benefit claimants.



Notice

Portions of Chapters 3, 4, and 5 of this thesis will appear
in "The changing structure of male earnings in Britain,
1974-88," in Richard Freeman and Lawrence Katz (eds.)
Changes and Djfferences in Wage Structure, University of
Chicago Press, 1993. Chapter 6 presents joint work with Dr.
Jonathan Wadsworth to be published as "Unemployment benefit
levels and search effort," in The Oxford Bulletin of
Economics gg.d Statistics, February 1993.
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Chapter 1: Introduction

This thesis explores two themes. The first is the rise
in aspects of inequality in Britain during the 1980s, in
particular, the dramatic growth in earnings inequality and the
increasingly unequal distribution of the incidence of
unemployment among working—age males. The second theme is a
methodological one. Throughout, the analysis relies on the
use of repeated cross—sectional surveys, which introduce an
element of time-series variation into otherwise conventional
cross—sections. In the absence of large-scale, long-term
panel data sets, repeated cross—-sections offer the best
insight available into the structural changes in the British
economy over the last two decades.

One of the principal éontributions of the thesis is the
construction of a consistent data set of forty—seven labour
market variables from the fifteen annual General Household
Surveys taken between 1974 and 1988. The data set, described
in detail in Chapter 2, serves as the basis for most of the
subsequent analysis. I hope it will also provide a platform
for further research into the development of .the British
economy in the 1970s énd 1980s.

Chapters 3, 4 and S5 use the consistent data set to
document and, in part, to explain the rise in inequality along
three dimensions: earnings between groups defined by
educationql qualifications and experience levels (Chapter 3);
earnings within these same groups (Chapter 4); and the
probability of experiencing unemployment as a function of

educational gqualifications and years of work experience
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(Chapter 5). The magnitude of the increase in overall
earnings inequality was substantial. Workers in the 90th
percentile of the earnings distribution for full-time, male
employees, for example, earned 1.5 times more than workers in
the 10th percentile during the period 1978-80; by 1986—88, the
90th percentile earned 2.2 times more than the 10th
percentile. Factoring in the unequal distribution of growing
unemployment during the 1980s exaggerates this tendency towérd
inequality.

The sharp rise in inequality between education and
experience groups manifests itself in the substantial growth
in the financial returns to education and experience that took
place in Britain during the 1980s (see Chapter 3). The
increase in relative earnings of high—-skilled workers was a
key cause of the rise in overall earnings inequality.
Nevertheless, the GHS evidence also indicate that low—-skilled
workers experienced increases in real level of their earnings.
This result stands in strong contrast to developments in the
United States where earnings inequality rose over the same
period largely due to declines in the real earnings of low-
skilled workers.

The rise in returns to education and experience,
however, explain only a portion —— somewhere between one~third
and one—half —— of the overall rise in earnings inequality.
Chapter 4 goes beyond the increase in "between group"
inequality, documenting an even larger increase in inequality

within education, experience, region and industry groups.
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One of the most striking feafures of the British

earnings structure over the 1980s was the large number of

people who fell out of it entirely. The unemployment rate
quadrupled -- from under 3 percent to over 12 percent --
between the mid-1970s and the mid-1980s. Chapter 5

demonstrates that the burden of higher unemployment fell much
more heavily on the low-skilled than on the population as a
whole. Adjusting the returns to education and experience
calculated in Chapter 3 for the corresponding unemployment
probability significantly increases the returns to these
skills. Moreover; the size of these adjustments grew during
the 1980s, compounding the growth in between—group inequality
documented in Chapter 3.

The rise in between- and within—-group inequality as well
as the increasingly unequal distribution of unemploymeht
during the 1980s appeaf to reflect an underlying shift in the
relative demand for labour in favour of high-skilled workers
and against those with fewer labour markets skills. Evidence
presented in Chapters 3 and 4 indicates that this shift in
relative labour demand did not stem from the decline in
British manufacturing employment or growing regional
inequality, but rather from broad changes in the technology
and organization of production which cut across industries and
regions. The decline in influence of trade unions and wage
councils, and the abandonment of incomes policies, also played
some role in the widening inequality of the 1980s.

The final chapter of the thesis turns attention to the

behaviour of workers once they became unemployed. This



chapter pools data from the GHS for 1979-82 and examines the
determinants of the types and number of search methods used by
unemployed benefit claimants. The principal issue wunder
investigation is how the 1level of unemployment benefits
influences the search activity of claimants. The repeated
nature of the GHS, in particular the fact that it is conducted
continuously throughout the year, introduces a crucial element
of time-series variation in the real level of benefit. The
main conclusion of the ch;pter is that variations in real
benefit over the levels obtained during the early 1980s had no
discernible effect on £he search activity of unemployed

claimants.



Chapter 2: Creati __consistent ata set of labour market
variable ro e General Household Surve
1974-88

I. Introduction

The principal source of data in this thesis is the
annual General Household Survey (GHS) for the years 1974 to
1988. The GHS is a government sponsored survey of between
10,000 and 12,000 households in England, Scotland and Wales
conducted continuously throughout the year. It provides
detailed, nationally-representative information on individuals
and their families. However, in their original form, the
fifteen annual versions of the GHS wused here differ
substantially from each other. Variables come and go,
definitions evolve, the meanings of coded computer responses
change, and even the sample size and regional scope vary
signficantly. This paper explains, in detail, the procedures
used to create a single, nearly-consisent data set of labour
market variables from the GHS for the years 1974-88 (see
Table 2.1 for a complete variable list).

The next section provides an introduction to the main
contents of the data set. Two appendices give more detailed
information on the contents of the data set. Appendix 2.1
contains a complete listing of the consistent variables and
their coding. Appendix 2.2 provides specific definitions of

these variables.1
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II. view ' Consistent Data t

A. abo orce Status

The GHS aliows consistent identification of at 1least
three 1labour market states during the period 1974-88:
"employed", "unemployed" and "economically inactive"
(LFSTAT).2 The GHS classifies respondents that have done
paid work for any number of hours during'the week prior to the
GHS interview as "employed". The "unemployed" are all those
out of work but looking for work in the week preceding their
interview, including those waiting to take up a job, and those
who are sick or injured who would otherwise have been seeking
work . Respondents.that don't meet either of these definitions
are classified as "economically inactive".

The consistent data set reports the type of employment
and the normal hours worked for all "employed" respondents.
According to self-description, the employed are divided into
"employees" and - "self—-employed" (EMPLOYEE). Workers are
further classified as "full-time" if they usually work 31
hours or more per week (26 or more hours if they are
teachers); and "part-time" if they work 30 or fewer hours per
week (25 or fewer hours if they are teachers) (WORKHRS,
TEACHER, FULLTIME). Between 1974 and 1983, the GHS also asked
workers about the number of hours of paid and unpaid overtime
they usually worked per week (OTPAID, OTUNPAID, OTHRSPD,
OTHRSUN) . After 1983, the GHS discontinued all questions
relating to overtime hours. The consistent data set also
indicates whether workers held any jobs in addition to their

main job (SECJOB).3
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The consistent data set reports the duration of
unemployment for all workers classified as "unemployed" (LTU).
Unfortunately; significant changes in the GHS coding of the
duration variable 1limit the consistent data set to two
duration bands: less than one year; énd one year or more.

B. Earnings

The consistent data set reports the usual nominal gross
weekly earnings of employed respondents (WKEARNGR). Since the
GHS discontinued the collection of information on over-time
hours after 1983, no consistent hourly earnings variable is
available for the whole period 1974-88. The data set does,
however, include the raw material to create an hourly earnings
series for the period 1974-83 (WKEARNGR, WORKHRS, OTPAID,
OTUNPAID, OTHRSPD, OTHRSUN).

The GHS gathered information on employed respondents'
earnings in two different ways over the full sample period.
From 1974 to 1979, the GHS asked workers for their total
earnings in the last twelve months from all jobs including
wages, salaries, tips, bonuses, and commissions (YREARN).
Dividing this figure by the reported number of weeks worked in
the previous twelve months (WKSWORK), yields an estimate of
usual weekly earnings for the first six years of the GHS
sample. From 1979 to 1988, the GHS asked workers for their
usual gross earnings including tips and bonuses from their
current job. These estimates used the workers most recent pay
period as a reference, dividing the usual pay (not necessarily
the most recent pay) by the number of weeks covered in each

pay period to calculate usual gross weekly earnings.



The two methodologies, and the fact that the 1974-79
period included incomes from second jobs, do not appear to
have affected the estimates of earnings across the different
sub—periods.4 Comparing the GHS estimates of median weekly
earnings for male full-time employees aged 21 and over with
comparable estimates from the New Earnings Survey, in
Figure 2.1, shows a very similar pattern over time, with no
obvious discontinuity between 1974-79 and 1980-88.
Comparisons of the earnings of workers in the 90th and 10th
percentile of both distributions also follow each other
closely other the full sample.

To facilitate conversion from nominal to real earnings,
the consistent data set also reports the Retail Price Index
for the month in which each respondent was interviewed (RPI)
as well as the month in which the interview took place
(MONTH) .

C. abou arket skills: ucation an ience

The GHS is the only British survey which has gathered
information on both workers' earnings and their 1level of
education from 1972 to the present.5 The consistent data
set, therefore, pays special attention to constructing
education related variables. These variables include
conventional measures of schooling based on years of
schooling, as well as educational measures based on the
highest educational qualifications earned by respondents.

The GHS data on years of schooling are less than
completely satisfactory. The GHS does not ask repondentslhow

many years of full-time education they have completed.
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Instead, it asks respondents at what age they finished
"school" (AGELFTSC), where "school" refers to primary and
secondary education only. If respondents continued studies
beyond "school" level, the GHS asks at what age they completed
their 1last spell of full—-time education (AGELFTFT). This
idiosyncracy of the GHS can lead to measurement pfoblems if
conventional formulas for determining years of schooling are
used. Measuring "years of schooling" as "age left full—-time
educdtion minus five", for example, will systematically
overestimate the years of schooling for those who finished
full-time education after spells of full-time employment.
Unfortunately, the measurement problem cannot be brushed aside
even if investigators decide to abandon the years of schooling
variable in favour of qualifications-based measures of
education. The determination of ‘"potential years of
experience" (see below), usually defined as "age minus years
of schooling minus five", also hangs on the determination of
years of schooling.

Several possible solutions, none of' them entirely
satisfactory, present themselves. The first would be to
designate a number of years of schooling to each educational
qualification, based on some "average" number of years
required to earn each qualification, and then to assign this
number to each respondent according to their qualification.
The most obvious disadvantage to this scheme is that it
eliminates the variation in years of schooling that different
individuals may require to complete a given educational

qualification. This could have a further important impact on
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the measurement of labour market Aexperience since some
respondents will have earned educational qualifications part-
time while working full-time. From a practical perspective it
could also prove difficult to implement given the wide variety
in generation-specific'educational experiences.6

A second approach, implemented to create the YRSCH
variable in the consistent data set, is to use the reported
age left full—-time education, unless that figure lies outside
an arbitrarily determined "plausible” range. If, for example,
a respondent indicates that they finished full-time education
at age 47, it is ndt likely that that individual studied
continuously from age S5, for a total of 42 years of full-time
education. Implementing this procedure involves making two
decisions: first, the age to use as a cut-off; and second,
what to do with those who exceed it. The consistent data set
uses the following procedure.7 All individuals reporting
that they finished full-time education by age 26 were assigned
&ears of schooling as that age minus 5.8 Respondents who
last left full-time education at age 27 or older, were assumed
to have interrupted their full-time studies. These
respondents were assigned years of schooling as their age when
they 1left "school" (this assumes that individuals first
educational spell was continuous) plus an arbitrary figure of
three years to allow for further education minus five.9 For
details on the exact procedure used, see Appendix 2.2 and
Schmitt (1992), Appendix 3. The data set contains sufficient

information on each respondent to construct a number of
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alternative measures of years of schooling A(AGELFTSC,
AGELFTFT, TEA, YRSCH, HIGHQUAL, and MAPHD).

The consistent data set also measures education level
using respondents' highest educational qualification
{(HIGHQUAL). The hierarchy of qualifications, which closely
follows the classification system used by the Census, includes
14 educational categories ranging from those with a university
degree to those with no educational qualifications (see
Table 2.2). An important feature of the classification scheme
is that it diétinguishes between academic and vocational
qualifications.!®  Since the HIGHQUAL variable does not
distinguish between workers with undergraduate degrees and
those with post—-graduate degrees, the consistent data set
includes a variable, MAPHD, which takes the value one if the
respondent has a post—graduate degree and zero otherwise.

From 1974-84, the GHS asked younger ﬁorkers if they were
undertaking an apprenticeship at their workplace (APPRENT).
Beginning in 1981, the consistent data set also reports
whether young respondentg were participating in the Youth
Training Scheme or a similar government programme (YTSYOP).

The consistent data set also contains information on
workers labour market experience and tenure at their current
job. Since the GHS does not ask workers about actual &ears of
work experience, the experience variable (EXP) in the
consistent set only estimates potential 1labour market
experience. The specific definition is: age minus years of
schooling (YRSCH) minus five. The consistent measure of job

tenure, available from 1975 to 1988, is 1limited to three
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"bands": less than one year; one year to less than five years:
and five or more years.

D. dustri Classification

The consistent data set reports the industry group in
which each "employed" respondent worked. The GHS decision,
made in 1981, to switch from an industrial classification
scheme based on the 1968 Standard Industrial Classification
(SIC) system to one based on the 1980 SIC, however, has made
it difficult to create a single industry variable consistent
over the entire sample. The consistent data set therefore
offers three separate industry variables. For the period
1974-80, the consistent data set reports twenty—-four industry
categories based on the SIC 1968 (SIC68): for 1981-88 the
consistent data set provides ten groupings, based on the SIC
1980 (SIC80). For the full sample from 1974-88, the SICC
variable dividés workers into only seven industry categories
(agriculture, three manufacturing industries, construction,
transportation, and services).

E. Occupation

The GHS reports on each employed worker's occupation
according to two classification schemes: the Office of
Population and Census Survey's Classification of Occupation
(1970, 1980); and the Key Occupations for Statistical
Purposes (KOS), which superseded the «closely related
Classification of Occupations and Directory of Occupational
Titles (CODOT). The first classification system forms the
basis of the 19 occupational categories reported in the

variable SEG. Since many of the 19 categories contain
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relatively few workers in each year, the consistent data set
also 1includes a more aggregated version of tﬁe same
information (SOC) which contains only six sub—éroups
V(professionals. non—-manual non—-professionals, personal service
workers, skilled manuals, éemi—skilled manuals, and unskilled
manuals). The second classification system, based on CODOT
and KOS, groups workers into 16 categories which differ

conceptually from the 19 SEG groupings (KOS).11

F. Other Personal Characteristics

The consistent data set also contains information on a
variety of personal characteristics that may be important in
certain labour market contexts. These variables include
region of residence, marital status, race, number of children,
health status, age and sex.

The regional variable (REG) places respondents in the
ten standard British regions according td where they live (not
necessarily where they work). The variable, LONDON, takes the
value one if respondents live in Greater London and zero
otherwise.

The variable, MARSTAT, indicatés whether respondents
fall into one of six civil states: married, single, widowed,
divorced, separated; or cohabiting. The cohabiting response
is only available between 1986 and 1988. Prior to 1986
cohabiting individuals were assigned a marital status based on
their self-description of their living situation.

The‘GHS assigns respondents to racial groups based on
the visual assessment ‘of interviewers. In most years,

interviewers place respondents into one of five categories:
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white, not white, probably white, probably not white, and
unseen. The race variable in the consistent data set
(NOTWHITE) takes the value one if the respondent is classified
as "not white" or "probably not white"; zero if the respondent
is described as "white" or "probably white"; and missing if
the inferviewer did not see the respondent (due to a proxy
interview).

The consistent data set also includes a variable
(NCHILD) which gives the number of the respondent's children
under the age of 16 that are currently 1living in the
respondent 's household.

The. GHS contains many questions about respondents'
health status. The consistent data set summarizes a part of
this information in three variables. The first (LONGILL)
takes the value one if the respondent reports suffering from
a long-standing illness. The second (LIMITACT), not available
in 1977, takes the value one if the long-standing illness
limited the respondent's activity. The third (HEALTH),
available only from 1977 onward, gives the response to a self-
evaluation of health status: good, fairly good, not good.

G. Other Workplace Characteristics

Finally, the consistént data set contains 1limited
information, on several other workplace characteristics. In
1983 only, two variables report on union activity: TUATWORK
takes the value one if a union operates at the respondent's
workplace and zero otherwise; TUMEMBER takes the value one if
the respondent is a trade union member. In 1983, 1985, and

1987, the GHS asked workers whether their jobs were in the
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public or private sector. If they were employed in the public
secfor, the variable PUBSEC takes the value one (zero,
otherwise).12 In 1983, 1985, 1987, and 1988, the GHS also
asked respondents about the number of employees working for
their employer. The EMPSIZE variable lists the answers to

this question according to the five size bands used by the GHS

(1-2, 3-24, 25-99, 100-999, 1000+).



10.

11.

LFSTAT

(1)

(2)

(3)
EMPLOYEE

(0)
(1)

WORKHRS

OTPAID

(0)
(1)

OTUNPAID

(0)
(1)

OTHRSPD

OTHRSUN

TEACHER

(0)
(1)

FULLTIME

(0)
(1)

SECJOB

(0)
(1)

LTU

(0)
(1)

jable codi (o)
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Appendix 2.1 ,
consis G ta
Labour force status
EMPLOYED
UNEMPLOYED
NOT IN LABOUR FORCE
Employee or self-employed

SELF-EMPLOYED
EMPLOYEE

Usual hours worked per week
CONTINUOUS
If usually works paid overtime

NO
YES

If usually works unpaid overtinme

NO
YES

Usual hours paid overtime
CONTINUOUS

Usual hours unpaid overtime
CONTINUOUS

If works as teacher

NO

YES

If full-time or part-—time

PART TIME
FULL TIME

If holds second job

NO SECOND JOB
HAS SECOND JOB

If long—term unemployed

UNEMPLOYED LESS THAN ONE YEAR
UNEMPLOYED ONE YEAR OR MORE

1974-88

1974-88

1974-88

1974-83

1974-83

1974-83
1974-83

1974-88

1974-88

1974-88

1974-88



12.

13.

14.

15.

16.

17.

18.

19’

20.

21.

WKEARNGR

'YREARN

WKSWORK

PAYSLIP

(0)
(1)

RPI

MONTH

(1)
(2)
(3)
(4)
(S)
(6)
(7)
(8)
(9)
(10)
(11)
(12)

AGELFTSC

AGELFTFT

TEA

YRSCH
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Usual nominal gross weekly pay
CONTINUOUS
Employment earnings in last year
CONTINUOUS
Weeks worked in last year
CONTINUOUS
If consulted payslip

NO
YES

Retail price index at interview
CONTINUQGUS
Month of GHS Interview

JANUARY
FEBRUARY
MARCH
APRIL
MAY

JUNE
JULY
AUGUST
SEPTEMBER
OCTOBER
NOVEMBER
DECEMBER

Age left primary/secondary school
éONTINUOUS

Age left post—secondary
CONTINUOUS

Terminal education age
CONTINUOUS

Years of full-time schooling

CONTINUOUS

1974-88

1974-78

1974-78

1974-88

1974-88

1974-88

1974-88 -

1974-88

1974-88

1974-88



22. HIGHQUAL

23.

24.

25.

26.

27.

28.

(1)
(2)
(3)
(4)
(S)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)

MAPHD

(0)
(1)

APPRENT

(0)
(1)

YTSYOP

(0)
(1)

EXP

TENURE

(1)
(2)
(3)

SICC

(1)
(2)
(3)
(4)
(S)
(6)
(7)

-27-
Highest educational qualification

UNIVERSITY
VOC-HIGH
TEACHING
NURSING
A-LEVEL
VOC-MIDDLE
O-LEVEL S5+
VOC-LOW
O-LEV & CLER
O-LEVEL 1-4
CLERICAL
VOC-OTHER
OTHER

NO QUAL

If has post—graduate degree

NO
YES

If doing apprenticeship

NO
YES

If in government youth training

NO
YES

Years of work experience
CONTINUOUS
Years at current job

LESS THAN ONE YEAR
ONE TO LESS THAN FIVE YEARS
FIVE OR MORE YEARS

Industry group

AGRICULTURE

ENERGY, METALS AND MINING
ENGINEERING AND VEHICLES
OTHER MANUFACTURING
CONSTRUCTION

SERVICES

TRANSPORT AND COMMUNICATIONS

1974-88

1974-88

1974-84

1982-88

1974-88

1975-88

1974-88



29. SICe8

(1)
(2)
(3)
(4)
(s)
(6)
(7)

(8)

(9)

(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)
(20)

(21)
(22)
(23)
(24)
30. SIC80
(1)
(2)
(3)
(4)
(S)
(6)
(7)

(8)
(9)

(10)
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Industry group (SIC 1968) 1974-80

I.
II.

AGRICULTURE, FORESTRY AND FISHING

MINING AND QUARRYING
III. FOOD, DRINK AND TOBACCO
IvV. COAL AND PETROLEUM PRODUCTS
V. CHEMICALS AND ALLIED INDUSTRIES
VI. METAL MANUFACTURING
VII. MECHANICAL ENGINEERING
IX. . ELECTRICAL ENGINEERING
XI. VEHICLES
XII. METAL GOODS NOT ELSEWHERE SPECIFIED
VIII. INSTRUMENT ENGINEERING
X. SHIPBUILDING AND MARINE ENGINEERING
XIII. TEXTILES
XIV. LEATHER, LEATHER GOODS AND FUR
XV. CLOTHING AND FOOTWEAR
XVI. BRICKS, POTTERY, GLASS, CEMENT, ETC.
XVII. TIMBER, FURNITURE, ETC.
XVIII. PAPER, PRINTING AND PUBLISHING
XIX. OTHER MANUFACTURING INDUSTRIES
XX. CONSTRUCTION
XXI. GAS, ELECTRICITY AND WATER
XXII. TRANSPORT AND COMMUNICATION
XXIII. DISTRIBUTIVE TRADES (WHOLESALE-
RETAIL)
XX1IV. INSURANCE, BANKING, FINANCE AND
BUSINESS SERVICES
XXV. PROFESSIONAL AND SCIENTIFIC SERVICES
XXVI. MISCELLANEOUS SERVICES
XXVII. PUBLIC ADMINISTRATION AND DEFENCE
Industry group (SIC 1980) 1981-88
0. AGRICULTURE, FOREST AND FISHING
1. ENERGY AND WATER SUPPLY INDUSTRIES
2. EXTRACTION OF MINERALS AND ORES OTHER
THAN FUELS; MANUFACTURE OF METALS,
MINERAL PRODUCTS AND CHEMICALS
3. METAL GOODS, ENGINEERING AND VEHICLE
INDUSTRIES
4. OTHER MANUFACTURING INDUSTRIES
5. CONSTRUCTION
6. DISTRIBUTION, HOTELS AND CATERING;
REPAIRS
7. TRANSPORT AND COMMUNICATION
8. BANKING, FINANCE, INSURANCE, BUSINESS
SERVICES AND LEASING
9. OTHER SERVICES



31. SEG
(1)

(2)

3)

(4)

(3)
(6)
7)
(8)

(9)

(10) -

(11)
(12)
(13)
(14)
(15)

(16)
(17)
(18)
(19)

32. soC

(1)
(2)
(3)
(4)
(S)
(6)
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Socio—economic group 1974-88

1.1

EMPLOYERS IN CENTRAL AND  LOCAL
GOVERNMENT, INDUSTRY, COMMERCE, ETC. --
LARGE ESTABLISHMENTS (25 OR MORE
EMPLOYEES) ‘

MANAGERS IN  CENTRAL AND  LOCAL
GOVERNMENT, INDUSTRY, COMMERCE, ETC. --
LARGE [ESTABLISHMENTS (25 OR MORE
EMPLOYEES )

EMPLOYERS IN INDUSTRY, COMMERCE, ETC. —-
SMALL ESTABLISHMENTS (LESS THAN 25
EMPLOYEES)

MANAGERS IN INDUSTRY, COMMERCE, ETC. —-
SMALL ESTABLISHMENTS (LESS THAN 25
EMPLOYEES) _

PROFESSIONAL WORKERS —— SELF-EMPLOYED
PROFESSIONAL WORKERS —-- EMPLOYEES
INTERMEDIATE NON-MANUAL WORKERS —-
ANCILLARY WORKERS AND ARTISTS
INTERMEDIATE NON-MANUAL WORKERS —-
FOREMEN AND SUPERVISORS NON-MANUAL
JUNIOR NON-MANUAL WORKERS

PERSONAL SERVICE WORKERS

FOREMEN & SUPERVISORS -- MANUAL

SKILLED MANUAL WORKERS

SEMI-SKILLED MANUAL WORKERS

UNSKILLED MANUAL WORKERS

OWN ACCOUNT WORKERS (OTHER  THAN
PROFESSIONALS)

FARMERS —- EMPLOYERS AND MANAGERS
FARMERS ~- OWN ACCOUNT

AGRICULTURAL WORKERS

MEMBERS OF THE ARMED FORCES

Collapsed SEG 1974-88

NON-MANUAL: MANAGERS AND PROFESSIONAL
NON-MANUAL: NOT MANAGER OR PROFESSIONAL
PERSONAL SERVICES

SKILLED MANUAL

SEMI-SKILLED MANUAL

UNSKILLED MANUAL



33. KOS

(1)

(2)

(3)
(4)

(3)
(6)
(7)
(8)
(9)

(10)
(11)

(12)
(13)
(14)
(15)
(16)
34. REGION

(1)
(2)
(3)
(4)
(S)
(6)
(7)
(8)
(9)
(10)

35. LONDON

(0)
(1)
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Key Occupations for Statistical 1974-88
Purposes :

PROFESSIONAL AND RELATED OCCUPATIONS
SUPPORTING MANAGEMENT; SENIOR NATIONAL AND
LOCAL GOVERNMENT MANAGERS

PROFESSIONAL AND RELATED OCCUPATIONS IN
EDUCATION, WELFARE AND HEALTH

LITERARY, ARTISTIC AND SPORTS OCCUPATIONS
PROFESSIONAL AND RELATED OCCUPATIONS IN
SCIENCE, ENGINEERING, TECHNOLOGY AND SIMILAR
FIELDS

MANAGERIAL OCCUPATIONS

CLERICAL AND RELATED OCCUPATIONS

SELLING OCCUPATIONS

SECURITY AND PROTECTIVE SERVICE OCCUPATIONS
CATERING, CLEANING, HAIRDRESSING AND OTHER
PERSONAL SERVICE OCCUPATIONS

FARMING, FISHING AND RELATED OCCUPATIONS
MATERIALS PROCESSING OCCUPATIONS; MAKING AND
REPAIRING OCCUPATIONS (EXCLUDING METAL AND
ELECTRICAL)

PROCESSING, MAKING, REPAIRING AND RELATED
OCCUPATIONS (METAL AND ELECTRICAL)

PAINTING, REPETITIVE ASSEMBLING, PRODUCT
INSPECTING, PACKAGING AND RELATED OCCUPATIONS
CONSTRUCTION, MINING AND RELATED OCCUPATIONS
NOT ELSEWHERE CLASSIFIED

TRANSPORT OPERATING, MATERIALS MOVING AND
STORING AND RELATED OCCUPATIONS
MISCELLANEOUS OCCUPATIONS

Region of residence 1974-88

NORTH

YORKSHIRE AND HUMBERSIDE
NORTH WEST

EAST MIDLANDS

WEST MIDLANDS

EAST ANGLIA

SOUTH EAST

SOUTH WEST

WALES

SCOTLAND

If lives in London 1974-88

NO
YES



36.

37.

38.

39.

40.

41.

42.

43.

44 .

4s.

MARSTAT

(1)
(2)
(3)
(4)
(5)
(6)

NOTWHITE

(0)
(1)

NCHILD

LONGILL

(0)
(1)

LIMITACT

(0)
(1)

HEALTH
(1)
(2)
(3)

AGE

SEX

(0)
(1)

TUATWORK

(0)
(1)

TUMEMBER

(0)
(1)

‘If suffers long-standing illness

Marital status 1974-88
MARRIED

SINGLE

WIDOWED

DIVORCED

SEPARATED

COHABITING [ONLY AVAILABLE 1986-88]
If race not white 1974-88
WHITE

NOT WHITE

Number children under 16 1974-88

CONT INUOUS
1974-88

NO
YES

If illness limits activity Not 1977

NO
YES

Self—-assessed state of health '1977-88

GOOD
FAIRLY GOOD
NOT GOOD

Age at interview 1974-88
CONTINUOUS

If male 1974-88

FEMALE
MALE

If trade union at work 1983

NO
YES

If union member 1983

NO
YES



46. PUBSEC

(0)
(1)

47. EMPSIZE

(1)
(2)
(3)
(4)
(S)
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If works in public sectdr

NO
YES

Employer size

1-2 EMPLOYEES
3—-24 EMPLOYEES
25-99 EMPLOYEES
100-999 EMPLOYEES
1000+ EMPLOYEES

1983,85,87

1983,85,87,88



Appendix 2.2
tajle initi f istent G ata t
1. LFSTAT Labour force status 1974-88
(1) EMPLOYED
(2) UNEMPLOYED
(3) NOT IN LABOUR FORCE

1974-1978

Were you doing any paid work last week —— that is the 7 days
ending last Sunday?

IF NO: ,
Even though you weren't working did you have a job which
you were away from last week?
IF NO:
Last week were you
waiting to take up a Jjob which you had already
obtained?
out of employment but looking for
work?
or would you have looked for work but for temporary
sickness or injury?
None of these
The "in work" category is given priority over all
others. Anyone that has worked for any number of hours during
the reference week, including casual work, is generally
treated as "working". The "in work" category includes: (1)
Army and Navy reservists "if the informant received payment
and underwent some form of training in the course of the last
12 months"; (2) "mail order agents who have, in lieu of cash,
amounts credited to them which are allowed against goods
ordered"; (3) "contract workers not paid until completion of
the job ... (e.g. writers, evening class teachers)"; (4)

"students paid by their employer. teachers or nurses on in-

service training"; (S) "people doing odd jobs in the week
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prior to interview"; (6) "those absent from work due to
illness, strikes, lay-off, holidays, provided they ha?e a job
to go back to with the same employer (not necessarily in the
same place of work)"; (7) "farmers working their own farm for
profit, or businessmen working in their own business"; (8)
"interviewers or market researh workers who, while not working
the preceding week, had their National Insurance cards held by
their employer"; (9) "local government councillors paid an
attendance allowance"; (10) "company directors, even if they
receive only a small emolument, provided they did actually
work during the week prior to the interview” [GHS 1974
Codebook]l: (11) "members of limited companies whether working
or not"; (12) those "receiving holiday pay for the reference
week but who have left their previous employer" [GHS 1975/76
Codebook1]: (}3) those "on permanent leave from the forces"
[GHS 1977 Codebook].

Respondents fall into the economically inactive category
only if none of the others apply. It includes: (1) "unpaid
voluntary workers"; (2) "unpaid trainees, including
handicapped persons and those attending Government Training
Centres"; (3) "freelance interviewers without a quota who are
not between jobs"; (4) "wives helping in husband's bhsiness
unpaid —— unless they work 15 hours or more per week"; (5)
"persons working for expenses or for payment in kind only
(other than mail order agents), including those getting free
accomodation in place of wages"; [GHS 1974 Codebook] (6)

"women taking in borders"; [GHS 1975/76 Codebook] (7)
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"handicapped people attending occupation centres"; and (8)
"sleeping partners in businesses" [GHS 1977 Codebook].

1979

Did you do any paid work last week —— that is the 7 days
- ending last Sunday — either as an employee or self—-employed?

Prior to 1979, the GHS did not explicitly mention
employment and self—-employment, but either type of work was
counted as a valid YES.

The group in work now explicitly includes: (14) "wives
working in husband’é business unpaid for 15 hours or more";
and (15) those working in a Special Temporary Employmeht
Programme.

The group not in the labour force now includes: (9)
those working in a Youth Opportunities Programme; (10)
"seasonal workers in their 'off' season" if not unemployed by
the GHS definition; (11) those "prevented from looking for
work where the current spell of sickness has lasted more than
28 days"; and (12) "self-employed occasional workers (e.g.
consultants) who did not work during the reference period."
1980

Beginning in 1980, the Codebook spelled out general
guidelines for categorizing respondents as in work. In
addition to those described as "in work" in earlier Codebooks,
the working category also includes: (16) "anyone who was paid
a wage or salary by an employer while attending an educational
establishment (even while on holiday) including student
nurses, seconded teachers or social workers"; (17) those on a
sandwich or block courses; (18) anyone "working in a friend's

or relative's business, as long as they (will) receive a share
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of the profits”; (19) "those absent from work due to illness,
strikes, lay—-off, holidays, provided they have a job to go
back to with the same employer (not necessarily at the same
Place of work)" except those receiving redundancy payment;
(20) "employees who work regularly but not every week (e.g.
every other week)"; (21) "seasonal, occasional or casual
workers only if they worked 1last week"é (22) those in a
Community Enterprise Programme.

Those not in the labour force now also included: (13)
those "on a government retraining scheme course or run by the
Manpower Services Commission e.g. TOPS (Training Opportunities
Programme Scheme), YOPS (Youth Opportunities Programme)",
which includes the Work Experience on Employer's Premises
(WEEP), Community Service, Project—-based Work Experience and
Employment Induction Course; (14) those on a "sandwich or
block release course ... who receive an education grant pot
pay from employer”; (15) those receiving redundancy payments
with no job to return to and who do not qualify as-unemployed
by the GHS definition.

1981

Beginning in 1981 the questionnaire instructed the
interviewer to cheék that those claiming to be unemployed but
not searching due to temporary sickness or injury had not been
sick or injured for more than 28 days. |
1982

Those in work now included: (23) those working in
Community Programme Scheme, Community Industry and Training in

Industry and Young Workers Scheme.
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1983

Those not in the labour force now included: (16) anyone
participating in a Youth Training Scheme (YTS).
1984

Prior to 1984, all Youth Opportunities Programme
participants (and similar) were treated as economically
inactive. Beginning in 1984, the GHS tried to treat
participaﬁts in government sponsored, employer—-based training
schemes in the same way it dealt with other respondénts.
Interviewers probed YTS participants to determine whether
their activity during the week was with an employer (coded és
"working") or with a college (coded as "unemployed" or "not in
the labour force" as appropriate).

Those in work now included: (24) "self—-employed persons
receiving Enterprise Allowance".
1985

In 1985, the GHS continued to classify YTS participants,
in so far as was possible, in the same way as other
respondents. However, the particular instructions to
interviewers changed between 1984 and 198S5. For details,
compare the Codebooks for 1984 (pp. 57-58) and 1985 (pp. 98-
99).
1988

Those not in the labour force now included: (17) "unpaid
voluntary workers including the Voluntary Project Programme"

who are not also actively seeking paid work.
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1984-1988

Prior to 1984, all individuals participating in unpaid
government training programmes such as Youth Opportunities
Programme (YOP) were classified as NOT IN LABOUR FORCE. YOP
was ﬁhased out from the middle of 1983 and replaced by the
more extensive Youth Training Scheme (YTS) for workers age 16—
19 (and disabled workers up to age 21). In September 1988,
the government instituted Employment Training (ET), another
extensive training programme for 18-63 year o0ld long—term
unemployed workers. The GHS did not treat YTS and ET
participants consistently from year—to-year after 1984 (see
the ESRC's SN: 2832 General Household Survey 1989/1990 Coding
and Editins Notes for full details). For consistency, anyone
on YOP, YTS, ET or similar programme after 1983 is treated

here as NOT IN LABOUR FORCE.

2. EMPLOYEE Employee or self-employed 1974-88
(0) SELF-EMPLOYED
(1) EMPLOYEE
1974-1984
Main job last week
Employee
Self—-employed

The EMPLOYEE variable refers to the respondent's main
job in the week prior to the interview. Interviewers are
instructed to accept the respondent self-description. Where
there is doubt, interviewers are instructed to establish how

the individual's job is described for tax purposes.
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1985-1988
Main job last week (including employef—based YTS)

Employee
Self-employed

Beginning in 1984, the GHS classifies workers on YTS as
EMPLOYEEs. For consistency, however, all YTS EMPLOYEEs, are

excluded (see LFSTAT).

3. WORKHRS Usual hours worked per week 1974-88
CONTINUOUS
4. OTPAID If usually works paid overtime 1974-83
(0) NO
(1) YES
5. OTUNPAID If usually works unpaid overtime 1974-83
(0) NO
(1) YES
6. OTHRSPD Usual hours paid overtime 1974-83
CONTINUOUS
7. OTHRSUN Usual hours unpaid overtime 1974-83
CONTINUOUS
1974-1983

If more than one job refer to main job:

How many hours a week do you usually work (in your main job)
excluding meal breaks and overtime?

In addition to this do you usually do any paid overtime, or
unpaid overtime?

On average how many hours paid/unpaid overtime do you actually
work in a week?

When respondents work patterns are not based on a week,

they are asked to give an average figure.



1984-88
After 1983, the GHS no longer asked respondents about

over-time hours. Usual hours exclude over-time hours.

8. TEACHER If works as teacher 1974-88

(0) NO
(1) YES
9. FULLTIME If full-time ' | 1974-88
(0) PART TIME
(1) FULL TIME

Workers are classified as full—-time if they usually work
31 or more hours per week, except teachers where full-time
work begins at 26 or more hours. The variable is calculated
using HOURSWK, the usual number of hours worked per week,
together with the occupational variable for teacher status.
974-1977
Teacher status is determined using a three digit
occupation unit code based on the Office of Population
Censuses and Surveys Classification of Occupations 1970. Thg
variable is called OCCGROUP in the GHS tapes. Teachers are
coded 192-194.
1978-1984
Beginning in 1978, the GHS.tapés included a variable
which directly indicates that the respondent is a teacher.
—-198
In. 1985, the GHS discontinued the teacher variable.

Teacher status is checked using the three digit occupation

codes from the OPCS, Classification of Occupation 1980. The
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variable is called OCCUPI in the GHS tapes. Teachers are

coded 031, 032 and 033.

10. SECJOB If holds second job 1974-88
(0) NO SECOND JOB
(1) HAS SECOND JOB
74-19

Last week did you have any other paid job or business in
addition to the one you have just told me about?

Yes

No

IF YES

Occupation

Industry

Employee/Self-employed

If the respondent héd more than one "second" job the one
that was financially most important is coded.
1979

Do you earn any money (from a second job) or from odd jobs or
work that you do from time to time (apart from your main job)?
[PROMPT AS NECESSARY: INCLUDING MAIL-ORDER AGENT, BABY-
SITTING, ETC.] '
Yes
No
IF YES
(a) In this (second) job, are you an employee or are
you self-employed?
Employee
Self—-employed
DON'T KNOW (EXPLAIN)

(i) Is that a job you do:
regularly each week

or from time to time
OTHER (SPECIFY)

Participation in the Territorial Army counted as second
job. Workers could have two jobs which entail the same

activity: "eg a GP who also works as a hospital consultant or
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a corporation gardener who also does odd gardening jobs in the
evenings or weekends." However, "[w]orking as domestic help,

jobbing gardener, etc. for several people concurrently is not

counted as more than 1 job." (GHS Coding Notes 1980/81)
981-1984

Last week did you do any other paid work or have any other job
or business in addition to the one you have just told me
about?

Yes

No

IF YES

Occupation

Industry

11. LTU If long-term unemployed 1974-88

(0) UNEMPLOYED LESS THAN ONE YEAR
(1) UNEMPLOYED ONE YEAR OR MORE

1974-1980
TO ALL UNEMPLOYED

How long have you been out of employment but wanting work?
Less than a week
1 week but ‘'less than 1 month
1 month but less than 3 months
3 months but less than 6 months
6 months but less than 1 year
1 year or more

1981-1982

How long have you been out of employment but wanting work?
Less than a week

week but less than 1 month

month but less than 3 months

months but less than 6 months

months but less than 1 year

year but less than 2 years

years or more

N OWe -
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1983

How long have you been out of employment but wanting work in
this current period of unemployment, that is, since any time
you may have spent on a government training scheme, YOPS or
TOPS?
Less than a week
week but less than 1 month
month but less than 3 months
months but less than 6 months
months but less than 1 year
year but less than 2 years
years but less than S years
years or more

AN NW K -

The questionnaire emphasized that periods of training
under government schemes such as YOP and TOPS interrupted
spells of unemployment.

1984

How long have you been out of employment but wanting work in
this current period of unemployment, that is, since any time
you may have spent on a government training scheme, YIS, YOPS
or TOPS?

‘'The questionnaire added the new YTS programme to the

list of government training schemes.

1985-1988

How long have you been out of employment but wanting work?
Less than a week

week but less than 1 month

month but less than 3 months

months but less than 6 months

months but less than 1 year

year but less than 2 years

years but less than 3 years

years but less than 5 years

years oOr more

AWNDF WK -
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12. WKEARNGR Usual nominal gross weekly pay 1974-88
CONTINUOUS
13. YREARN Employment earnings in last year 1974-78
| CONTINUOUS
14. WKSWORK Weeks worked in last year 1974-78
CONTINUOUS
15. PAYSLIP If consulted payslip 1974-88
(0) - NO
(1) YES
1974-1978

During the last 12 months have you received any money from the
following sources?
(a) Earnings as an employee (TOTAL FROM ALL JOBS
INCLUDING WAGES, SALARY, TIPS, BONUS, COMMISSION)
(b) Earnings from self-employment (including money
drawn for own use)

[Plus additional categories for income from private and
state pensions, state benefits, other sources including
alimony, income from property rental, and interests and
dividends on savings and investments]

Thinking just of your (EACH KIND OF INCOME), how much have you
received from that in the last 12 months before any deductions
were made? . :
IF YOU CANNOT GIVE A 12-MONTH FIGURE, PLEASE GIVE AN
AVERAGE MONTHLY OR WEEKLY AMOUNT
For how many weeks in the last 12 months did you receive any
money from that source?
THIS INFORMATION IS NOT REQUIRED FOR INCOME FROM SELF-
EMPLOYMENT
Amounts over £100,000 were coded as £99,999 betwee 1974
and 1977, and £99,997 in 1978. I1f the respondent could
provide only a net figure, the GHS used all available income
information to estimate gross income including National

Insurance contribution and income tax paid at the appropriate

rate.



1979

What was your wage or salary, inclﬁding overtime, bonus,
commission, or tips, but after all deductions, the last time
you were paid?

How long a period did your last wage/salary cover?

What was your gross pay, before any deductions were made?

Pay 8lip consulted for correct data, information
complete and correct

" Pay s8lip consulted for different date; information
acceptable, complete and correct
No pay slip consulted/not coded
Pay 8lip consulted for correct date, information
incomplete and/or incorrect
Pay s8lip consulted for different date, information
unacceptable and/or incomplete and/or incorrect

Your take-home pay last time was £.... Is this the amount you
usually receive?
IF NO
(a) How much do you usually receive each time you are
paid:
(i) after all deductions?
(ii) and before all deductions?
(b) How often are you usually paid?
(c) May 1 just check: why was it that your pay last
time was different from usual?
Pay usually varies
Holiday pay included
Tax refund included
Absent due to sickness/injury/pregnancy
Other

According to a note in the GHS codébook for 1979,
answers to the previous questions (including some not shown)
were "examined as a whole and only the information which seems
to be the most reliable and accurate is coded."”

If the respondent had more than one job, the earnings
from the most remunerative were used. If the respondent had
started a new job but had not yet received a first pay slip,

the amount he or she was to receive was coded.
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The interviewer was instructed to éccept the respondents
assessment of ‘'usual’. The following guidelines applied,
however: "Usual pay"” always referred to the respondent's job
in the reference week. If the respondent did not earn a usual
amount the interviewer enters an average amount. I1f pay
varied for a specific number of weeks in a year the average
over the year is coded. If the respondent was off sick during
the reference week, the pay when not sick was used.

1980

How much do you usually receive, including overtime, bonus,
commission, or tips, each time you are paid?

Beginning in 1980, the question concerning usual gross
pay explicitly mentioned overtime, bonuses, commissions and
tips, which were included, but not referred to in the 1979
version of the question.

The usual pay guidelines in 1980 explicitly mentioned
that if workers were on short—time during the reference week,
that "usual pay" should refer to pay when the worker was not
on short-time.

1981

What was your wage or salary, including overtime, bonus,
commission, tips, or tax refund, but after all deductions, the
last time you were paid?

May I just check, did that wage/salary include a refund of
income tax?

IF YES

How much was the refund?

Do you usually pay any tax?
Beginning in 1981, the most recent net pay question

included tax refunds. The change should not have affected

usual gross pay, which was used to calculate the WKEARNGR
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variable. In principle, it is possible to correct for the
change in this net pay definition.

82-1988
From 1982, the guidelines for usual pay mentioned that
earnings for seasonal workers should refer to the 'current'
season. The usual pay guidelines also indicated that if the
respondent had a pay rise since the last pay period and was
currently working at the new rate of pay, the new rate of pay

count as the "usual pay".

16. RP1 Retail price index at interview 1974-88
CONTINUOUS |
17. MONTH Month of GHS Interview 1974-88
(1) JANUARY
(2) FEBRUARY
(3) MARCH
(4) APRIL
(s) MAY
(6) JUNE
(7) JULY
(8) AUGUST
(9 SEPTEMBER
(10) OCTOBER
(11) NOVEMBER
(12) DECEMBER
1974-88

The Retail Price Index, 1974=100.0, is calculated using
figures from the Central Statistical Office (1992, Table 26).
The month variable refers to the month of the year in which
the GHS interview took place. In 1987 and 1988, GHS
interviews took place from April of the year of the survey
through March of the next year. Therefore, the RPI and MONTH

figures for the first three months of these two survey years
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refer to the first three months of 1988 and 1989;

respectively.

18. AGELFTSC Age left primary/secondary school 1974-88

CONTINUOUS

19. AGELFTFT Age left post—secondary 1974-88
CONTINUOUS

20. TEA Terminal education age 1974-88
CONTINUOUS | |

21. YRSCH Years of full-time schooling 1974-88
CONT INUOUS

9 76

What type of school or college did you last attend full—-time?

How o0ld were you when you left there?

TO THOSE ATTENDING/WHO LAST ATTENDED A COLLEGE FULL~TIME

Now thinking of your last school, how old were you when
you left that school?

"College" includes: Colleges of Education (Teacher
Training College) in UK; University in UK; College or
University outside UK; Other college in UK.

"School"” includes: Primary or elementary school;
secondary school; special school for handicapped, ESN,
remedial, hospital school, etc.; School outside the UK;
Other school in UK.

Breaks in education were ignored, however long, provided

the last course attended was acceptable.

1977

At what age did you leave the last gchool you attended?
What type of educational establishment did you last attend

full-time?

a school
a university



a teacher training college
-or some other type of college

How o0ld were you when you left there?

1978

At what age did you leave the last gschool you attended?
(NOT TECHNICAL COLLEGE)

Since leaving school, have you:
attended any educational establishment full-time?
or had any training for a qualification in nursing,
midwifery, physiotherapy, or similar medical subject,
not counting first aid (or your present course)?
NEITHER }

[If attended any educational establishment full-time or had
any traing for a medical qualification:}

What type of educational establishment or training school did
you last attend full-time?

a university

a nursing or hospital school

a teacher training college

or some other type of college?

How old were you when you left there/ when you finished or
stopped your training course?

1979

How 0ld were you when you left school?
(NOT TECHNICAL COLLEGE)

Now thinking Jjust of your full-time education: what type of
school or college did you lagt attend full-time? Was it:
elementary or secondary school
nursing school or teaching hospital
university
or some other type of college?
other

How old were you when you left there, or when you finished or
stopped your course?

1980-1982

Now thinking just of your full-time education: what type of
school or college did you last attend full-time? Was it:
elementary or secondary school
university
nursing school or teaching hospital
or some other type of college?
other
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Beginning in 1980, the order of uhiversity and nursing
school switched.
1983-1988
Now thinking just of your full-time education: what type of
school or college did you last attend full-time? Was it:

elementary or secondary school

university

polytechnic (INCLUDE SCOTTISH CENTRAL INSTITUTIONS)

nursing school or teaching hospital

or some other type of college?

other

The GHS did not ask for total years of full-time
schooling. The terminal education age (TEA) is defined as the
maximum of: age left full-time "school" (AGELFTSC) and age
left full-time "college" (AGELFTFT).

YRSCH is defined as: (i) terminal education age (TEA)
minus 5, if TEA is less than 27; or (ii) age left school
(AGELFTSC) plus 3 (arbitrary extra years of school) minus 5,

if TEA is 27 or more.13

22. HIGHQUAL Highest educational qualification 1974-88

(1) UNIVERSITY
(2) VOC-HIGH
(3) TEACHING
(4) NURSING
s A-LEVEL
(6) VOC-MIDDLE
(7) O-LEVEL 5+
(8) VOC-LOW
(9) O-LEV & CLER
(10) O~-LEVEL 1-4
(11) CLERICAL
(12) VOC-OTHER
(13) OTHER
(14) NO QUAL

23. NAPHD If has post—graduate degree 1974-88
(0) NO

(1) YES
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A description of the qualifications associated with each

label appears in Table 2.2. The order, from (1) throuéh (14),

is descending following a slightly modified version of the

hierarchy>used by the GHS.

Each yegr of the GHS included a derived variable for the
respondent's highest educational qualification (HEDQUAL for
the 1974-1982 surveys, EDLEV from 1983-1988). The coding for
HIGHQUAL is adapted from this variable. Complete details
appear in the computer programmes in Schmitt (1992),
Appendix 3.

The principal differences between the GHS highest
education variable and the one used here are:

(1) The GHS'hierarchy groups A Level, and City and Guilds
Advanced and Final together. The coding for HIGHQUAL
uses information about the exact qualifications earned
to distinguish between the academic A Level (A-LEVEL)
and the vocational City and Guilds qualifications (VOC-
MIDDLE). Similarly, the GHS hierarchy combines five or
more O—Leveis with City and Guilds Craft and Ordinary.
HIGHQUAL treats them separately (O—LﬁVEL 5+ and VOC-
LOW).

(2) HIGHQUAL treats all foreign qualifications as missing.
The GHS did not handle foreign qualifications
consistently over the full sample. Beginning in 1983,
the GHS made no distinction between foreign university

degrees and all other foreign degrees.
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24. APPRENT If doing apprenticeship 1974-84
(0) NO
(1) YES

1974-1978

Are you taking a recognised apprenticeship?

1979-1984

May I just check, are you at present doing a recognized trade
apprenticeship as part of your job?

Yes, doing apprenticeship

No, not apprentice

1985-88

Not available.

25. YTSYOP If in government youth training 1982-88
(0) NO
(1) YES

1974-1981
Not asked. -

1982

The GHS asked all employed respondents the following
question:
Is your job organized through the government's Youth
Opportunities Programme (YOP), or not?

YES [then code as econonomically inactive]

NO : '

DON'T KNOW (EXPLAIN)

The answer was used to recode any YOP participants as

economically inactive, but the answer was naot punched, and

does not appear on the GHS tape for 1982.
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1983

The GHS asked the same question and followed the same
procedure as 1982. Participants in the newly established
Youth Training Scheme were grouped with those on YOP.
1984

TO THOSE AGED 16-18 WITH A JOB LAST WEEK
Is your job organized through either the Youth Training Scheme
or the Youth Opportunities Programme?

YES

NO

1985

TO THOSE AGED 16-19
(May I check), last week were you on the Youth Training Scheme
(YTS)?
YES
NO
CODE FIRST THAT APPLIES
(a) Last week on your YTS were you:
with an employer providing work experience?
employer based
or at a college or training course?
college based
Had a job last week
Unemployed
Others

986-1988

TO THOSE AGED 16-19
(May 1 check), last week were you on the Youth Training Scheme
(YTS)?
YES
NO ’
CODE FIRST THAT APPLIES
(a) Last week on your YTS were you:
with an employer providing work experience?
employer based
or at a college or training course?
college based
Had a job last week
Unemployed waiting to take up a job
Unemployed looking for work
Others



26. EXP Years of work experience 1974-88

CONTINUOUS

The GHS did not ask respondents about their actual
working experience. EXP estimates potential labour market
experience using the formula age (AGE) minus years of full-

time schooling (YRSCH) minus five.

27. TENURE Years at current job 1975-88
(1) LESS THAN ONE YEAR
(2) ONE TO LESS THAN FIVE YEARS
(3) FIVE OR MORE YEARS

1974

How long has ... been with ... present employer/self employed
(in ... main Jjob)?

Less than 12 months

12 months or more

1975
How long have you been with your present'eﬁployer (in your
main job)?
Less than 3 months
3 months but less than 12 months
12 months but less than § years
S years or more
1981

FOR EMPLOYEES (MAIN JOB)
How long have you been with your present employer up to last
Sunday?

Less than 4 weeks

4 weeks but less than 3 months

3 months but less than 12 months

12 months but less than 5 years

S years or more

1982

FOR EMPLOYEES (MAIN JOB)
How long have you been with your present employer up to last
Sunday?

Less than 4 weeks



4 weeks but less than 3 months

3 months but less than 6 months
6 months but less than 12 months
12 months but less than 5 years
§ years or more

1983

FOR EMPLOYEES (MAIN JOB)

How long have you been with your present employer up to last

Sunday?
Less than 4 weeks
4 weeks but less than 3 months
3 months but less than 6 months
6 months but less than 12 months
12 months but less than S years
S years but less than 10 years
10 years but less than 15 years
15 years but less than 20 years
20 years but less than 25 years
25 years but less than 30 years
30 years but less than 35 years
35 years but less than 40 years
40 years or more

1984
How long have you been with your present employer up to last
Sunday?
Less than 4 weeks
4 weeks but less than 3 months
3 months but less than 6 months
6 months but less than 12 months
12 months but less than 5 years
S years or more
1985-1988

FOR EMPLOYEES (MAIN JOB)

How long have you been with your present employer up to last

Sunday?
Less than 4 weeks
4 weeks but less than 3 months
3 months but less than 6 months
6 months but less than 12 months
12 months but less than 2 years
2 years but less than 3 years
3 years but less than 5 years
5 years but less than 10 years
10 years but less than 15 years
15 years but less than 20 years
20 years but less than 25 years
25 years but less than 30 years
30 years but less than 35 years
35 years but less than 40 years
40 years or more



28. SICC

(1)
(2)
(3)
(4)
(S)
(6)
(7)

29. SICe8

(1)
(2)
(3)
(4)
(3)
(6)
(7)

(8)

(9)

(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)
(20)

(21)
(22)
(23)
(24)
30. SIC80
(0)
(1)
(2)
(3)
(4)

(S)
(6)

Indus

try group ' 1974-88

AGRICULTURE

ENERGY, METALS AND MINING
ENGINEERING AND VEHICLES
OTHER MANUFACTURING

CONSTRUCTION

SERVICES

TRANSPORT AND COMMUNICATIONS

Industry group (SIC 1968) 1974-80

I. AGRICULTURE, FORESTRY AND FISHING

I1. MINING AND QUARRYING

III. FOOD, DRINK AND TOBACCO

IvV. COAL AND PETROLEUM PRODUCTS

V. CHEMICALS AND ALLIED INDUSTRIES

VI. METAL MANUFACTURING

VII. MECHANICAL ENGINEERING

IX. ELECTRICAL ENGINEERING

XI. VEHICLES

XI1I. METAL GOODS NOT ELSEWHERE SPECIFIED

VIII. INSTRUMENT ENGINEERING

X. SHIPBUILDING AND MARINE ENGINEERING

XIII. TEXTILES

XIV. LEATHER, LEATHER GOODS AND FUR

XV. CLOTHING AND FOOTWEAR

XVI. BRICKS, POTTERY, GLASS, CEMENT, ETC.

XVII. TIMBER, FURNITURE, ETC.

XVIII. PAPER, PRTINTING AND PUBLISHING

XIX. OTHER MANUFACTURING INDUSTRIES

XX. CONSTRUCTION

XXI. GAS, ELECTRICITY AND WATER

XXII. TRANSPORT AND COMMUNICATION

XXIII. DISTRIBUTIVE TRADES (WHOLESALE-

RETAIL) :
XXIV. INSURANCE, BANKING, FINANCE AND
BUSINESS SERVICES

XXV. PROFESSIONAL AND SCIENTIFIC SERVICES

XXVI. MISCELLANEOUS SERVICES

XXVII. PUBLIC ADMINISTRATION AND DEFENCE

Industry group (SIC 1980) 1981-88

0. AGRICULTURE, FOREST AND FISHING

1. ENERGY AND WATER SUPPLY INDUSTRIES

2. EXTRACTION OF MINERALS AND ORES OTHER
THAN FUELS; MANUFACTURE OF METALS,
MINERAL PRODUCTS AND CHEMICALS

3. METAL GOODS, ENGINEERING AND VEHICLE
INDUSTRIES

4. OTHER MANUFACTURING INDUSTRIES

S. CONSTRUCTION

6. DISTRIBUTION, HOTELS AND CATERING;

REPAIRS



(7) 7. TRANSPORT AND COMMUNICATION
(8) 8. BANKING, FINANCE, INSURANCE, BUSINESS
SERVICES AND LEASING
(9) 9. OTHER SERVICES
1974-1988

The industrial classification scheme refers to the
respoﬁdents main job during the reference week, or most recent
job if the repondent was not employed during the reference
week. The GHS changed classification systems between the 1980
and 1981 surveys. For the period 1974-1980, the GHS used 24
industrial categories based on the 1968 Standard Industrial
Classification (SIC) scheme. In 1981, the GHS converted to a
10 category system based on the 1980 SIC. The 1968 and 1980
systems have been collapsed to produce a consistent series of

7 industrial sectors according to the following scheme:

SIcC SIce8 SIC80

(1) AGRICULTURE (1) (0)

(2) ENERGY, METALS AND MINING (2),0(4)-(6), (1),(2)
(13), (18)

(3) ENGINEERING AND VEHICLES (7)-(9) 3)

(4) OTHER MANUFACTURING (3),(10)-(12) ﬂ (4)
(14)-(16)

(S) CONSTRUCTION (17) (5)

(6) SERVICES (20)-(24) (6),(8),(9)

(7) TRANSPORT AND COMMUNICATIONS (19) «n



31. SEG

(1)

(2)

(3)
(4)

(3)
(6)
(7)

(8)
(9)
(10)
(11)
(12)
(13)

(14)
(15)

(16)
(17)
(18)
(19)

32. SOC
(1)
(2)
(3)
(4)
(S)
(6)

33. KOS
(1)

(2)
(3)

Socio—-economic group 1974-88

1.1

1.2

EMPLOYERS IN CENTRAL AND LOCAL
GOVERNMENT, INDUSTRY, COMMERCE, ETC. -—-
LARGE ESTABLISHMENTS (25 OR MORE
EMPLOYEES)

MANAGERS IN CENTRAL AND LOCAL
GOVERNMENT, INDUSTRY, COMMERCE, ETC. -—
LARGE ESTABLISHMENTS (25 OR MORE
EMPLOYEES)

EMPLOYERS IN INDUSTRY, COMMERCE, ETC. -—
SMALL ESTABLISHMENTS (LESS THAN 25
EMPLOYEES)

MANAGERS IN INDUSTRY, COMMERCE, ETC. --
SMALL ESTABLISHMENTS (LESS THAN 25

EMPLOYEES)

PROFESSIONAL WORKERS -- SELF-EMPLOYED
PROFESSIONAL WORKERS -- EMPLOYEES
INTERMEDIATE NON-MANUAL WORKERS --
ANCILLARY WORKERS AND ARTISTS
INTERMEDIATE NON-MANUAL WORKERS --—
FOREMEN AND SUPERVISORS NON-MANUAL
JUNIOR NON-MANUAL WORKERS

PERSONAL SERVICE WORKERS

FOREMEN & SUPERVISORS -- MANUAL

SKILLED MANUAL WORKERS

SEMI-SKILLED MANUAL WORKERS

UNSKILLED MANUAL WORKERS

OWN ACCOUNT WORKERS (OTHER THAN
PROFESSIONALS)

FARMERS -~ EMPLOYERS AND MANAGERS
FARMERS -- OWN ACCOUNT

AGRICULTURAL WORKERS

MEMBERS OF THE ARMED FORCES

Collapsed SEG - 1974-88 -

NON-MANUAL: MANAGERS AND PROFESSIONAL
NON-MANUAL: NOT MANAGER OR PROFESSIONAL
PERSONAL SERVICES

SKILLED MANUAL

SEMI-SKILLED MANUAL

UNSKILLED MANUAL

Key Occupations for Statistical 1974-88
Purposes

PROFESSIONAL AND RELATED OCCUPATIONS
SUPPORTING MANAGEMENT; SENIOR NATIONAL AND
LOCAL GOVERNMENT MANAGERS

PROFESSIONAL AND RELATED OCCUPATIONS 1IN
EDUCATION, WELFARE AND HEALTH

LITERARY, ARTISTIC AND SPORTS OCCUPATIONS



(4) PROFESSIONAL AND RELATED OCCUPATIONS 1IN
SCIENCE, ENGINEERING, TECHNOLOGY AND SIMILAR
FIELDS

(5) MANAGERIAL OCCUPATIONS

(6) CLERICAL AND RELATED OCCUPATIONS

(7) SELLING OCCUPATIONS ]

(8) SECURITY AND PROTECTIVE SERVICE OCCUPATIONS

(9) CATERING, CLEANING, HAIRDRESSING AND OTHER
PERSONAL SERVICE OCCUPATIONS

(10) FARMING, FISHING AND RELATED OCCUPATIONS

(11) MATERIALS PROCESSING OCCUPATIONS; MAKING AND
REPAIRING OCCUPATIONS (EXCLUDING METAL AND
ELECTRICAL)

(12) PROCESSING, MAKING, REPAIRING AND RELATED
OCCUPATIONS (METAL AND ELECTRICAL)

(13) PAINTING, REPETITIVE ASSEMBLING, PRODUCT
INSPECTING, PACKAGING AND RELATED OCCUPATIONS

(14) CONSTRUCTION, MINING AND RELATED OCCUPATIONS
NOT ELSEWHERE CLASSIFIED

(15) TRANSPORT OPERATING, MATERIALS MOVING AN
STORING AND RELATED OCCUPATIONS

(16) MISCELLANEOUS OCCUPATIONS

The GHS used two systems to describe occupations. The

first was based on the OPCS's Classification of Occupation
(1970, 1980) scheme. The SEG variable, available in all years
of the GHS, is the consistent implementation of this scheme.
SOC is a collapsed version of SEG. The second classification
used the 16 major groups of the Key Occupations for
Statistical Purposes (KOS). From 1974-1980, the KOS variable
is derived from the 18 groups of the Classification of
Océupations and Directory of Occupational Titles (CODOT), by
combining four CODOT categories into two KOS categories (CODOT

(1) and (2) become KOS (1) and CODOT (12) and (13) become KOS

(11)).



34. REGION Region of residence 1974-88
(1) NORTH
(2) YORKSHIRE AND HUMBERSIDE
(3) NORTH WEST
(4) EAST MIDLANDS
(5) WEST MIDLANDS
(6) EAST ANGLIA
(7) SOUTH EAST
(8) SOUTH WEST
(9) WALES
(10) SCOTLAND
35. LONDON If lives in London 1974-88
(0) NO
(1) YES
The GHS oversampled in Scotland. The Scottish

Supplement is excluded from the consistent data set in order
to keep it nationally representative. The LONDON variables
takes the value one if residents of the South East live in

GreaterALondon.

36. MARSTAT Marital status 1974-88
(1) MARRIED
(2) SINGLE
(3) WIDOWED
(4) DIVORCED
(5) SEPARATED
(6) COHABITING [ONLY AVAILABLE 1986-88]
974 5

Marital Status:

Married
Single
Widowed
Divorced
Separated
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"Separated" included legal and de facto separations.
"Married" included common—-law marriages provided respondent
said he or she was married.

1986-1988
Marital Status:

Married

Cohabiting

Single

Widowed

Divorced

Separated

Beginning in 1986, the GHS accepted COHABITING as a
valid response to the marital status question. As in the

earlier years, "Married" included common-law marriages

provided respondent said he or she was married.

37. NOTWHITE If race not white 1974-88
(0) WHITE
(1) NOT WHITE

According to the GHS codebook, the determination of the
respondent's race was based on an "interviewer's assessment
made entirely from observation.” If interviewers indicated
that they were "not sure" of the respondent's race, but that
they were "probably white" or "probably coloured", the
NOTWHITE variable uses the probable racial classification as
valid. Following the procedure used by the GHS, respondents
not seen by the interviewer (for example, members of the
household whose individual schedules were being answered by a
proxy) are coded as not seen, even if the interviewer believed

that respondent was "white™ or "coloured".
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38. NCHILD

Number children under 16 1974-88

CONTINUOUS

NCHILD gives the number of children in the respondent's

family under the age of sixteen that were 1living in the

respondent's household.

39. LONGILL If suffers long—-standing illness 1974-88
(0) NO
(1) YES

40. LIMITACT If illness limits activity Not 1977
(0) NO
(1) YES

41 . HEALTH Self-assessed state of health 197788
(1) GOOD
(2) FAIRLY GOOD
(3) NOT GOOD

74~

Do you have

infirmity?

any long-standing illness,
(By long—standing 1 mean anything which has

disability or

troubled you over a period of time or which is 1likely to
affect you over a period of time.)

Does [COMPLAINT] l1limit your activities in anyway?

Does [COMPLAINT] ever prevent you from getting out of the
house?

Does [COMPLAINT] prevent you from getting out of the house
most of the time throughout the year
some of the time |
or hardly ever

Allowed maximum of four complaints per respondent.
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977-1978

Over the last 12 months would you say your health has on the
whole been good, fairly good, or not good?

There are some kinds of health problems that keep recurring
_and some that people have all the time.

Would you look at this card and tick in the boxes on the left
any health problems that you yourself find keep recurring or
that you have all the time.

Bronchitis

Arthritis or Rheumatism

Sciatica, Lumbago or recurring Backache
Persistent skin trouble (e.g. eczema) ’
Asthma

Hay fever

Recurring Stomach trouble

Being Constipated all or most of the time
Piles

Blood pressure

Persistent Foot +trouble (e.g. bunions, ingrowing
toenails)

Trouble with Varicose veins

Nervous trouble or persistent Depression
Diabetes

Persistent trouble with your Gums or Mouth
(Trouble or pain with Periods or Menopause)
NONE OF THESE

Do your have any (other) health problem not on the 1ist that
keeps recurrins or that you have all or most of the time ——

apart from things like colds or stomach upsets?

Some people find they have to be specially careful about their
health. Thinking of those health problems you have ticked or
written on that card do you have to do any of the following
things all the time because of any of them?

Always take things slowly or carefully?

Always watch what you eat and drink?

Have to use special clothing or aids?

Have to be careful when the weather is bad for those
health problems? -

Take medicines all the time including dressings,
injections, pills, etc.?

NONE OF THESE

[The "always take things slowly" category includes "avoiding
certain physical activity altogether, or them carefully or
with help e.g. 1lifting (heavy) things; bending; stretching or
reaching up; heavy housework; going up and down stairs or
hills; standing for too long or standing up at heights;
working in a crouched position; have to be careful when
lifting; have to walk slowly and not too far; need help



getting in or out or bed; need help to turn over in bed; have
to drink and eat very slowly." (See GHS Codebook, 1977, p55.)]

1979-1988

Over the last 12 months would you say your health has on the
whole been good, fairly good, or not good?

Do you have any 1long—-standing 1illness, disability or
infirmity? By 1long—-standing 1 mean anything which has
troubled you over a period of time or that is likely to affect
you over a period of time.)

Does this illness or disability limit activities in anyway?

Now I'd like you to think about the 2 weeks ending yesterday
and the things you usually do —— for example, the things you
do every day (at work/school), about the house, during your
free time etc. During the 2 weeks ending yesterday, did you
have to cut down on any of the things you usually do because
of (this illness/disability or some other) illness or injury?

42. AGE Age at interview 1974-88
CONTINUOUS
43. SEX If male 1974-88
(0) FEMALE
(1) MALE
44. TUATWORK If trade union at work 1983
(0) NO
(1) YES
45. TUMEMBER If union member 1983
(0) NO
(1) YES
46. PUBSEC If works in public sector 1983,85,87
0) NO
(L) YES
47. EMPSIZE Employer Size 1983,85,87,88
(1) 1-2 EMPLOYEES
(2) 3-24 EMPLOYEES
(3) 25-99 EMPLOYEES
(4) 100-999 EMPLOYEES

(3)

1000+ EMPLOYEES




1. Centre for Economic Performance Working Paper No. 227,
on which this chapter is based, contains a third appendix with
complete listings of all programmes (in SPSS, SIR, SAS, and
STATA) used to produce the consistent data set.

2. I am currently working to create an expanded, consistent
labour force status variable with ten labour force states:
employed; unemployed (waiting to start a job); unemployed
(looking for work); unemployed (sick or injuréd); studént;
permanently unable to work; retired; keeping house; and other.

3. In a future, expanded version of the consistent data set
I hope to incorporate more complete information on self-
employed workers and on workers' second jobs.

4. Only a very small share of workers report having second
jobs (less than 5 percent during the period 1974-79). Ip
practice, the two methodologies for estimating weekly earnings
may not differ substantially. If during 1974-79 interviewers
estimated.earqings in the last twelve months by using the most
recent pay period and adjusting for weeks in employment, the
two approaches are virtually identical.

5. The Labour Force Survey (LFS) collects information on
workers education level that is very similar to the GHS, but
gathers no data on earnings. The Family Expenditure Survey
(FES) asks respondents about their earnings —— and after 1978
—— about their years of schooling. However, the FES does not
ask respondents. about their educational qualifications. The

New Earnings Survey (NES) gathers information on earnings from
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a sample of approximately one percent of Bfitish employees,
but includes no informatibn on workers' level of education.
6. Perhaps the most important of these generation specific
differences was the minimum school leaving age. The school
leaving age was 14 until 1946; 15 until 1972; and 16
thereafter.
7. Danny Blanchflower suggested this procedure baséd on his
own work with the GHS. Investigators using the U.S. Current
Population Survey, facing a similar problem, take a similar
approach. |
8. Approximately, 1,500 of the total of 75,000 valid
observations on male, full-time employees in the complete
fifteen year sample report finishing full—-time education after
age 26.
9. A hybrid of this approach and the earlier qualifications
based approach, would be to assign additional years of
schooling based on the qualification earned.
10. The qualification hierarchy used by the GHS that serves
as a basis for the hierarchy in Table 2.2 1is fairly
consistent. Nevertheless, creation of the HIGHQUAL variable
required careful attention. The GHS hierarchy groups some
vocational and academic qualifications together (A-LEVEL and
VOC-MIDDLE, and O-LEVEL 5+ and VOC-LOW). To separate these
qualifications involves returning to the underlying
qualifications responses used by the GHS to create its own
hierarchy. Unfortunately, the number of qualifications that
constituted a complete response to the GHS questions on

qualifications differed in nearly every year. Moreover, the
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system used to store these responses in the SIR data base
varied significantly over the years.

11. For a more detailed description of the categories, see
the variable coding in Appendix 2.1, the computer programmes
used to generate the consistent data set in Schmitt (1992)
Appendix 3, and the relevant coding books for the GHS.

12. Given the 1large portfolio of businesses held by the
British government, the determination of "public sector"
status is not always straightforward. The GHS provided
interviewers with guidelines to assist respondents.

13. None of the total of approximately 1500 male, full-time
employees wiéh a terminal age of education equal to 27 or

older, reports finishing "school" after 26. Nine have missing

values for AGELFTSC.



Tabl 1
Complete variable list

Variable Brief Years
Name Description Available
LFSTAT Labour force status 1974-88
EMPLOYEE" Employed or self—-employed 1974-88
WORKHRS Usual hours worked per week 1974-88
OTPAID If works paid overtime 1974-83
OTUNPAID If works unpaid overtime 1974-83
OTHRSPD Usual hours paid overtime 1974-83
OTHRSUN Usual hours unpaid overtime 1974-83
TEACHER If works as teacher 1974-88
FULLTIME If full-time 1974-88
SECJOB If has second job 1974-88
LTU If long—term unemployed 1974-88
WKEARNGR Usual nominal gross weekly pay 1974-88
YREARN Earnings last 12 months 1974-78
WKSWORK Weeks worked last 12 months 1974-78
PAYSLIP If consulted payslip 1974-88
RPI Monthly retail price index 1974-88
MONTH Month of GHS interview 1974-88
AGELFTSC Age left primary/secondary 1974-88
AGELFTFT Age left post—-secondary 1974-88
TEA Terminal education age 1974-88
YRSCH Years of full-time school 1974-88
HIGHQUAL Educational qualification (14) 1974-88
MAPHD If has post—-graduate degree 1974-88
APPRENT If doing apprenticeship 1974-84
YTSYOP If in government training 1983-88
EXP Years work experience 1974-88
TENURE Banded years at current job (3) 1975-88 -
SICC Industrial group (7) 1974-88
SIC68 SIC 1968 (24) 1974-80
SIC80 SIC 1980 (10) 1981-88
SEG Socio—economic group (19) 1974-88
SOoC Collapsed SEG (6) 1974-88
KOS Key Occupations (16) 1974-88
REGION Region of residence (10) 1974-88
LONDON If lives in London 1974-88
MARSTAT Marital status (5) 1974-88
NOTWHITE If race not white 1974-88
NCHILD Number children under 16 1974-88

(continued)
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Iable 2.1

Complete variable 1list (co inue

\') ble Brief ‘ Years
Name Description Available
LONGILL If long illness 1974-88
LIMITACT If illness limits activity Not 1977
HEALTH Self-assessed state of health 1977-88
AGE Age at interview date 1974-88
SEX If male or female 1974-88
TUATWORK 'If union at work 1983
TUMEMBER If union member 1983
PUBSEC If works in public sector 1983,85,87
EMPSIZE Banded employer size (S5) 83,85,87,88




Variable
UNIVERSITY

VOC-HIGH

TEACHING
NURSING
A-LEVEL

VOC-MIDDLE

O-LEVEL 5+

VOC-LOW
O-LEV & CLER

O-LEVEL 1-4
CLERICAL

NO QUAL
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a .2
Educational qualification variables

Description

UNIVERSITY: Higher degree (Census Level A), first degree,
university diploma or certificate, qualifications obtained from
colleges of further education or from professional institutions of
degree standard (Census Level B) '

HIGHEST VOCATIONAL: Higher National Certificate (HNC) or Diploma
(HND), BEC/TEC Higher Certificate or Higher Diploma, City and
Guilds Full Technological Certificate, qualifications obtained
from colleges of further education or from professional
institutions below degree level but above GCE A level standard

TEACHING: Non—-graduate teaching qualifications (Census Level C)
NURSING: Nursing qualifications (e.g. SEN, SRN, SCM)

A LEVEL: GCE A level, Scottish Leaving Certificate (SLC), Scottish
Certificate of Education (SCE), Scottish University Preliminary
Examination (SUPE) at Higher Grade, Certificate of Sixth Year
Studies

MIDDLE VOCATIONAL: City and Guilds Advanced or Final, Ordinary
National Certificate (ONC) or Diploma (OND), BEC/TEC National,
General or Ordinary

FIVE OR MORE O LEVELS: Five or more subjects at GCE O level
obtained before 1975 or in grades A to C if obtained later, S or
more subjects at SCE Ordinary obtained before 1973 or in bands A
to C if obtained later, 5 or more subjects at CSE grade 1 or at
School Certificate, SLC Lower, or SUPE Lower '

LOWER-MIDDLE VOCATIONAL: City and Guilds Craft or Ordinary

LESS THAN FIVE O LEVELS WITH CLERICAL OR COMMERCIAL QUALIFICATION:
One to four subjects at GCE O level or equivalent with clerical or
commercial qualification such as typing, shorthand, book—keeping,
commerce

LESS THAN S O LEVELS WITHOUT CLERICAL OR COMMERCIAL QUALIFICATION
CLERICAL OR COMMERCIAL QUALIFICATION WITHOUT O LEVELS

LOWEST VOCATIONAL: Miscellaneous apprenticeships

MISCELLANEOUS, NON-VOCATIONAL QUALIFICATIONS: Other qualifications
including CSE Grades 2-5, plus all remaining qualifications which
consist mainly of local or regional school leaving certificates
and college or professional awards not regarded as ‘higher
education', i.e. not above GCE A level standard

NO QUALIFICATIONS: No qualifications including no formal schooling
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Figure 2.1
Nominal gross weekly earnings by percentile, 1974-88

o NEW EARNINGS SURVEY A GENERAL HOUSEHOLD SURVEY

400 -
90th

300 -

50th
200 -

Qmonpﬁ

100 -
10th

Nominal gross weekly earnings by percentile

Note:

The GHS data refer to earnings of male full-time
employees aged 21 to 64. The NES data refer to earnings
of male full-time employees aged 21 and over.
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Chapter 3: Returns o ucatio and experience or Britis
males, 1974-88 :
I. Introduction

A large body of recent research has established that the
financial returns to education and labour market experience
rose substantially in the United States during the 19805.1
However, little work exists which explores developments in the
United Kingdom.2 This chapter uses the consistent GHS labour
market data set described in the previous chapter to analyze
the development of returns to education and experience in
Britain during the period 1974-1988.

The chapter has several findings. First, the financial
returns to most educational qualifications rose substantially
after the 1late 1970s, especially among younger workers.
Second, the increase in returns was not limited to "academic"
qualifications. Returns to most vocational qualifications
also improved strongly during the 1980s. Third, returns to
labour market experience also increased over the same period.
Finally, in striking contrast to the U.S., the real weekly
earnings of low—skilled workers grew in real terms over the
period 1974-88.

The chapter explains these findings with the aid of a
simple relative labour supply and demand model augmented by an
analysis of the workings of key labour market institutions.
In the U.S., general agreement exists that a shift in the
relative demand for skills was responsible for the rise in
returns. Recent -work therefore has concentrated on

discriminating between two possible reasons for the relative
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demand shift. The first hypothesizes that shifts in product
demand between industry groups (from manufacturing to
services, for example) has led to shifts in labour demand
which put low—-skilled workers at a disadvantage. The second
posits that changes in technology and the organization of
production within industries (the introduction of computers,
for example) have reduced the relative demand for low-skilled
workers. The GHS evidence presented here is consistent with
the idea that shifts in labour demand may also be driving the
rise in return to skills in Britain. While the GHS data do
not allow strong conclusions in this respect, between—industry
demand shifts appear to be less important than within—-industry
shifts. At the same time, the decline in influence of several
British labour market institutions, including incomés
policies, wage councils and trade unions, may have helped to
accelerate the market—driven tendency toward greater skill

differentials.
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II. I at

The principle source of data is the consistent labour
market data set constructed from the GHS for the years 1974-
88. Throughout this chapter, I analyze a sub—sample of the
GHS comprised of males aged 16 (the legal minimum age for
leaving school) to 64 (the retirement age for ﬁales).

The wage variable is the log of weekly earnings for
full-time employees deflated using the appropriate monthly
Retail Price Index (RPI) with January, 1974 as the base.

The education variables are based .on the highest
educational qualification earned by the respondent. The use
of qualification-based variables offers twé advantages over
education measures based on years of schooling. First, the
qualification variables outperform years variables in standard
human capital equations (see Appendix 1). Second, the value
of different tyﬁes of qualifications, particularly vocational
versus academic qualifications, sheds more 1light on the
workings of the supply and demand for skills than an
undifferentiated years variable.

A complete 1list and brief description of the educational
variables appears in Table 2.2. The 1large number of
categories reflects the relatively complicated structure of
British educational qualifications. Children must attend
full-time education until the age of 16, the age when a large
portion of them 1leave school .3 Those who 1leave school
without earning a qualification join the "No Qualifications"

(NO QUAL) group. This is by far the largest group in the
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sample, compromising approximately 54 percent of the male
labour force in 1974 and 32 percent in 1988.

Those who earn qualifications, broadly speaking, follow
either a vocational or an academic track. Workers generally
earn vocational qualifications while they work, through
apprenticeship schemes, part-time study, or relatively short
periods of full-time study "sandwiched" between spells of
employment, often with the same employer. The voqational
qualifications increase’ 1in skill from miscellaneous,
relatively 1low-skilled apprenticeships (VOC-OTHER) through
incremented, nationally-recognized apprenticeships (VOC-LOW,
VOC-MIDDLE, and VOC-HIGH). Some of the vocational
qualifications in Table 1 usually facilitate entry into
female—-dominated occupations such as teaching, nursing, and
clerical jobs (CLERICAL, OLEV&CLER, NURSING, TEACHING). Few
men earn these qualifications.

School children following the "academic track" prepare
for and sit a series of national tests by academic subject.
Passing grades on these exams, generally taken around age 16,
lead to qualifications that would place individuals in the
OTHER, O-LEVEL 1-4, O-LEV&CLER, and O-LEVEL 5+ categories.
The "Ordinary Level" examination categories distinguish
between students who pass between one and four examinations,
and those who attempt and pass five or more. The distinction
is important for some employers and for further study. After
"O-levels"”, some students (usually around age 18) take further
national examinations at "Advanced level". For some students,

"A-levels" are a terminal qualification; for others they are
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only a prerequiéite for university admission. The UNIVERSITY
category here includes all students who successfully complete
the standard three year university course as well as those who
study further. The group with university qualifications
represents about 5 percent of the total male labour force in
1974, rising to approximately 11 percent by 1988. |

The other principal human capital variable (EXP)
measures potential labour market experience, defined in the
standard way as age minus age left full-time education. The
GHS contains no measure of actual labour market expefience,
but limiting the sample to males age 16 to 64 should reduce
some of the difficulties associated with using potential
rather than actual experience.

A significant drawback of the GHS data is the poor
information on workers' industry characteristics. From 1974
to 1980, the GHS reported 24 consistent industry
classifications. - From 1981 to 1988, the industry
classification system was reduced to 10 one—-digit SIC
categories, which can't be matched consistently with the
earlier classification. As a result, I have been forced to
reduce the industrial categories to only 7 groupings in order
to find a definition which is consistent over the 15 year
sample. The seven categories, however, do allow for a
distinction between manufacturing (3 Qategories) and services,
the two sectors which have featured prominently in much of the

discussion of the changing wage structure in Britain.
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III. nges in urns _to Skills

A. Educational and experience differentials

Education and experience differentials for British males
fell steeply between the mid- and late-1970s. During the
1980s, however, education and education differentials made a
strong recovery. By 1986-88, education differentials returﬁed
to the 1levels prevailing in 1974-76, and experience
differentials had more than made up for ground lost in the
late 1970s.4

To measure the change in returns to 1labour mafket
skills, I have estimated identical human capital weekly
earnings equations for fifteen consecutive years of General
Household Survey data. Each equation explains the log of real
weekly earnings as a function of 13 education qualification
dummy variables, their full interactions with years of
potential experience and its square, and 9 regional dummies.
Due to the omission of ability, family background and other
variables, the human capital equations may yield biased
estimates of the level of returns to skills in the individual
regressions. However, assuming that the effects of these
biases are constant ovér time, the difference in estimated
returns from one year to the next should provide a consistent
estimate of the change in the returnsl.4a

The education differentials in panel (a) of Table 3.1

(and in Figures 3.1 through 3.8) are caléulated as the sum of
the coefficient for the qualification—-specific dummy Qariable,

Plus the value of the qualification—-specific. experience

differential evaluated at 20 years of experience, minus the
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experience differential for a worker with no qualifications,

5  This formulation of the

also evaluated at 20 years.
differential allows a simple yet flexible representation of
the returns to a qualification: qualifications caﬁ‘provide a
once—and-for all boost (through the qualification dummy), and
a different earnings profile (through the qualification-—
specific experience terms). The returns to high— and mid-
level qualifications (UNIVERSITY, VOC—HIGH, A-LEVEL, VOC-
MIDDLE, and O-LEVEL 5+) in Table 3.1 all decline between the
first and second periods. In the 1980s, however, the
differentials for these qualifications increase, although
generally not enough to offset the declines of the 1970s. The
returns to the low-level qualifications (VOC-LOW, O-LEVEL 1i-4,
and VOC-OTHER) manage modest gains in the 1980s which exceed
losses during the 1970s. Interestingly, the declines in
differentials for vocational qualifications during the 1970s
are in all cases substantially smaller than those for
corresponding academic qualifications; meanwhile, the
increases in vocational differentials in the 1980s are roughly
comparable in magnitude to those of academic qualifications.
Panel (b) of Table 3.1, and Figure 3.9, show the
estimated differentials for years of potential experience.
The figures reported are the fixed weighted averages of the
experience differentials for all 14 education categories,
evaluated at the number of years indicated. The weights used
were the average employment shares of the education categories
for the period 1974-88. The experience differentials show

declines in the 1970s followed by very strong gains in the
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1980s. By the late 1980s, experience premia were well above
the levels prevailing in the mid-1970s.

Comparable estimates of changes in education and
experience differentials for workers age 16 to 30 appear in
Table 3.2. Since younger workers have shorter tenure with the
firms where they work, their earnings are likely to be more
responsive to market forces changing the earnings structure.
In the AU.S., for example, increases in experience and
education differentials were higher among younger workers than
the population as a whole (Blackburn, Bloom and Freeman,
1991). The regression results summarized in Table 2 indicate
a mixed performance, with the rise in skill differentials
generally greater for younger British workers than the
workforce on the whole. Notable exceptions are the
intermediary vocational qualifications (VOC-LOW and VOC-
MIDDLE), which correspond roughly to City & Guilds Craft or
Ordinary, and Advanced or Final level, where returns actually
fell sharply for younger workers in the 1980s.

B. Real earnings of low-skilled workers

While skills differentials increased substantially in
Britain during the 1980s, the real earnings of employed, full-
time, workers with low levels of skills still managed to grow.
The median real weekly earnings of British workers with no
qualifications, for example, increased by approximately 30
percent between 1974 and 1988 (see Table 3.3, column 1).

Since this results stands in such contrast with the
experience of the U.S., where real earnings of low-skilled

workers fell by approximately 15 percent over the same



period6, I have made several attémpts to check the
robustness of the result to different ways of defining low-—
skilled workers, and to confirm the GHS results using other
data sources.

While those without educational qualification may be a
natural choice to represent "low-skilled" workers, they
may not be entirely representative of the low-skilled. One
important reason is that workers with no qualifications tend
to be older than workers with qualifications. On average,
workers without qualifications may have been able to improve
their earnings position by capturing some of the rise in
returns to experience during the 1980s. - One way to reduce the
potential for this experience effect is to choose workers in
the 10th percentile of the overall earnings distribution as a
proxy for low-skilled workers. As column 3 of Table 3.3
.demonstrates, real earnings for workers in the 10th percentile
increased by approximately 20 percent over the sample period.

At between one—-third and one—-half of the total sample in
each year, the no qualifications group is élso much larger
than the natural low-skilled groupings in the U.S. such as
high school dropouts. It could be that even as median real
earnings for the no qualification group were rising, the
earnings at the bottom of the no qualification group were
falling. However, by 1988 real earnings for the 10th
percentile of the no qualification group ﬁere approximately 15
percent above their level in 1974 (see Table 3.3, column 2).

The GHS results are also consistent with other publicly

available data on British earnings. Published data from the
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New Earnings Survey, an annual survey'of approximately one
percent of the British labour force collected through their
employers, indicates that the weekly wages of workers in the
10th percentile of the male earnings distribution, increased
by approximately 10 percent between 1974 and 1988 (see, Table

3.3 column 4).7
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Iv. u an nd bo market institutions

Simple models of relative supply and demand for workers
of different skill levels have been quite successful in
explaining changes in skill differentials in the U.S.8 A
relative supply and demand model also seems a natural
benchmark for an analysis of British skill differentials. 1In
this section, 1 examine the market for skilled labour in
Britain taking into account the evolving role of several
British labour market institutions.

A. e ive suppl skil

In Britain, the rise in supply of workers with
educational qualifications during the 1970s and 1980s was
_ dramatic@a A breakdown of the male labour force by educational
qualifications for the three sub—periods of the GHS sample
appears in Table 3.4. In 1974-76, workers with no
qualifications comprised over half of the male labour force.
By 1986-88 they were less than one—third of the total. Over
the same period, workers with university degrees more than
doubled from about S to 11 percent of the total labour force.
Interestingly, the share of workers with the highest 1evels.of
vocational qualifications (VOC-HIGH and VOC-MIDDLE) also
doubled over the three periods. Only two of the educational
groups failed to increase their share of the labour force over
the full sample: five or more O-levels (O-LEVEL 5+) and the
lowest vocational qualification (VOC-OTHER). Given the fall
-in workers with no qualifications, these declines probably

reflect decisions by individuals not to end their education
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after achieving these qualifications, but instead to use them
to gain access to further education.

In a competitive labour market with constant relative
demand, an increase in the relative supply of skilled labour
would reduce the relative wages of skilled labour. The large
increase in the relative supply of skilled 1labour is
consistent with the observed decline in returns to education
in Britain during the 1970s, but makes more difficult a
coherent explanation of the recovery of education
differentials in the 1980s. The coincident rise in supplies
of, and differentials for skilled works during the 1980s
strongly suggests that the relative demand for skilled workers
must have grown substantially over the decade.

One of the major developments of the post—war period in
Bfitain was the enormous increase in female participation in
the paid work force. New female workers may have competed
disproportionately with low-skilled male workers, thus helping
to widen skill differentials. Panel (b) of Table 3.4 reports
the ratio of females to males by educational qualification for
the three sub—periods. In 1974-76, there was approximately
one female graduate for every four male graduates. By 1986-
88, the ratio had doubled to nearly 1 female graduate for
every 2 male graduates. In comparison, the ratio of females
to males among workers with no qualifications increased from
81 percent to 86 percent in the same period. The rise in
female participation, therefore, led to a disproportionate

rise in competition for qualified workers.9 The rise in



female participation actually makes it more difficult to
explain widening differentials in the 1980s.

The large growth in the relative supply of skilled
labour may lie behind the decline in skill differentials in
the 1970s. In the absence of new sources of competition, the
declining relative share of male low-skilled workers may also
help to explain the rise in absolute earnings for low—skilled
workers over both decades. However, relative supply movements
clearly make the rise in differentials in the 1980s a more
puzzling phenomenon.

B. elative and fo kill

The supply analysis implies an important role for
relative demand changes in the 1980s. Most research on the
U.S; economy has usefully divided relative demand changes into
two categories: "between industry" factors which affect
product demand, and thus labour demand, between industries
(e.g., the rise in services versus manufacturing, or the rise
in foreign versus domestic sources for manufacturing goods);
and "within industry" factors which affect the valuation of
skills independently of changes in product demand (e.g.
skills—-biased technological innovations, or organizational
developments favoring skilled-workers). While the debate in
the U.S. generally agrees on the importance of demand shifts,
no clear conclusions have been reached about these two, not
necessarily competing explanations.

Given international trade in ‘goods and production
technology, the demand shifts hypothesized in the U.S. are

also likely to have been operating in Britain. The dramatic
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decline in the share of manufacturing employment in total
employment evident in Figure 3.10 certainly makes a case for
a careful examination of the role of "between" industry
effects in the growth of inequality during the 1980s. While
the relatively poor range of industrial variables makes the
GHS data set less than ideal for analyzing relative demand
shifts, I have nevertheless conducted some crude tests of the
principal demand shift hypotheses. The GHS data do allow us
to distinguish workers in three separate manufacturing
categories from workers in agriculture, services, and two
other generally non—-traded sectors (transport and
communications, and construction). I will use these simple
categories to attempt to estimate the effect of the general
decline in domestic manufacturing on skill differentials and
overall earnings inequality.

Following Blackburn, Bloom and Freeman (1991), I use two
methods‘to estimate the role of industrial shifts in the rise
in skill differentials between 1978-80 and 1986-88. The first
is a shift-share decomposition of the change in educational
differentials between the two periods. The second is a
regression—-based decomposition of education and experience
differentials.

The shift-share decomposition divides the change in
education differentials into three components: (1) the portion
due to between industry changes in the distribution of
employment by qualification; (2) the portion due to within-
industry changes in the garnings for workers with different

qualifications; and (3) the interaction of these two effects.
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The decomposition involves several stages’ of
calculations. First, the raw earnings data are used to
calculate educational differentials, d for each

gst’

qualification (q) within each industrial sector (s), in each

year (t):

(1) dg,, - Inw,, - Inw,,,

where w refers to real wages, 0 is the base group with no
qualifications, and a bar indicates a sample mean. Second,

the qualification differentials in each sector are used to

produce an economy-wide "raw differential", d for each

qt’
qualification as a weighted—average of the qualification

differential in each of the sectors:

(2) qn-2:¢§”t.x“t
8

where x is the proportion of all workers with qualification q
working in industry s at time t. Third, the "between"
industry effect is removed from the differential by re-
estimating dqt using the average employment share for the

period 1974-88:

(3) am:"z:‘%wt'ias

Fourth, in a similar way the "within"” industry effect is

removed from the differential by re—estimating dqt using the
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average industry-specific differential for each qualification

over the full sample:

(4) a,,t-); das + Xgae

Finally, the changes in the three differentials are calculated
for the three sub—-periods. The interaction of the "between"
and "within" industry effects is defined as the signed
difference between the change in the raw differential and the
sum of the changes of the two "controlled" differentials.

The results of this shift—-share decomposition for the
1980s appear in panel (b) of Table 3.5. The first column
shows the actual change in the education differentials. Note
that‘these estimates differ slightly from earlier ones since
the differentials here are calculated using the raw data
without controlling for compositional effects. The shifts in
employment from manufacturing to the other sectors make only
a negligible contribution toward the rise in differentials
during the 1980s (see column 2 of panel (b)). The within-
industry component of the éhange in differentials (column (3)
of panel (b)) accounts for nearly all of the rise in the
overall education differentials.

The second decomposition technique attempts to measure
the effect of manufacturing—-to—-service employment changes
using a modified human capital ‘earnings quation. To
implement this decomposition 1 pooled the GHS samples for
1978-80 and 1986-1988 (and separately'1974—76 and 1978-80) and

used the data to estimate an equation of the form:



-88-

where S is a vector of six industrial sector dummy variables;
Q is a vector of educational qualification dummy variables and
their complete interactions with experience and experience-
squared; R is a vector of 9 region dummies; D is a dummy
variable equal to one if the observation belongs‘to thé later
sub—period; e is an error term; and a and b are parameters to
be estimated. In this specification, the coefficients, b3’
represent the change between the first and the second periods
in the differential associated with each of the educational
qualifications. We can measure the effect of between—industry
employment changes by comparing the estimates of b3 in a
regression like (5) with estimates of b3 in an identical
regression which excludes the industry sector dummies.10 If
the decline in relative earnings for the low-skilled is due to
their increasing vconcentration outside the manufacturing
sector, then the estimated change in differentials (ba) should
be smaller in the regression which controls for industrial
sector. The difference between the'bs coefficients in the
regressions with and without the industry controls, therefore,
should give an estimate of the importance of industry shifts.

Panel (b) of Table 3.6 reports results of the regression
decomposition of the industry shift for the 1980s. Column 1
presents the estimated increase in the differential in a
regression like (5) which excludes industrial sector controls.
These differentials are nearly identical to those in column 2,

estimated using six industry dummies. The resulting estimated
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cross—industry effects in column 3 are tiny, reinforcing the
conclusions from the -shift-share analysis.11

The evidence from both decompositions suggests that the
decline in the manufacturing employment share was probably not
the main source of widening skill differentials. This is not
entirely surprising given that the manufacturing employment
share was falling'in the 1970s as skill differentials and
earnings inequality were also dropping.

The decomposition results point strongly toward "within"
industry factors. Data on the breakdown of skill-group
employment by industrial sector in Tables 3.7 and 3.8 indicate
that the pattern of labour demand within industries including
manufacturing changed significantly over the sample. ,The
share of manufacturing employees with a university degree (see
panell(a) of Table 3.7) almost tripled from 3.0 to 8.6 percent
between -1974—76 and 1986-88. The share of university
graduates in services (see panel (b)) did not quite double
over the same period. These numbers suggest a sharp rise in
demand for skilled workers within manufacturing, one which in
relative terms was actually greater than in services.

The employment share of university graduates, however,
may not reflect a rise in demand so much as the greater
abundance of university graduates by the end of the sample.
Jobs that had been filled by workers with less than university
education in 1974-76 may have been filled by university
graduates in 1986-88 simply because more workers had

university degrees. In this respect, the occupational

employment shares in Table 3.8 argue more persuasively that
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production methods changed within manufacturing in ways that
favored high—-skilled workers. Non—manual employment (defined
by job classification, not a worker's personal
characteristics) increaséd from approximately 26 percent of
total manufacturing employment in 1974-76 to 36 percent in
1986-88 —~ with all of the increase stemming from a higher
share of professional employees.

To summarize the importance of relative- supply and
demand factors, 1 have regressed the log of the university
differential against the log of the relative supply of
university graduates and a quadratic trend term (to proxy
shifts in relative demand and other factors affecting the
differential). Estimating the equation using Ordinary Least
Squares on the sample 1974~-88 gives an estimate of -0.29 for
the elasticity of the university differential with respect to

12 This supply

the relative supply of university graduates.
elasticity can help to predict what might have happened to
differentials during the 1980s in the absence of a continued
expansion of supply. Restricting relative supplies of
university graduates to their average level over the 1974-88
period and using the supply elasticity yields an estimate of
the differential under the assumption that relative supplies
were constant through the 1980s. Under these assumptions the
differential would have increased by 0.207 log points (versus
0.067) between 1978-80 and 1986-88. Aﬁ alternative

interpretation is, of course, that relative deménd shifts

during the 1980s must have been very large to make their
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effects felt despite such large increases in relative
supplies. |

C. Labour market institutions

Labour supply and demand shifts can explain many of the
developments in the British wage structure during the sample
period. Labour market institutions may also have played a:
role in mitigating or bolstering the forcés of supply and
demand. This section of the chapter, therefore, examines the
role of several British 1labour market institutions: the
extensive use of incomes policies in Britain during the 1970s;
the industry and occupation—-specific minimum wages set by
national Wage Councils; the unemployment benefit system; and
trade unions. |

1. ncomes policies the 1970s

Five incomes policies were in effect during the first
five years of the GHS sample. Two of these limited pay
increases to a uniform nominal amount (the same, fixed pounds-—
per—week ceiling applicable to workers at all pay levels); a
third policy prescribed proportional increases that may have
impeded any underlying tendency toward higher earnings
differentials. In an analysis which pays particular attention
to wage differentials, Ashenfelter and Layard (1983) conclude
that the incomes policies of the 1970s achieved some of their
implicit wage compression targets and probably prevented
differentials from increasing as fast as they would have in
the absence of such policies. The effects, however, are

difficult to quantify and incomes policies in the 1970s
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probably tell us. little about the period of widening
differentials in the 1980s.

2. Wage Councils

Britain did not have a statutory national minimum wage
in force at any time during the period 1974-88. However,
approximately 10 percent of the national labour force worked
in industries covered by Wage Councils which set minimum pay
rates by occupation for workers under their jurisdiction.
Anecdotal evidence suggests that a serious erosion in the
scope, enforcement, and "bite" of Wage Council minimums took
pPlace after the election of the Conservative government in
1979. Years of governmental "malign neglect" of Wage Councils
culminated in the Wage Act of 1986, which restricted councils
to setting a single minimum for all occupations within a
covered industry and removed workers under the age of 21 from
councils jurisdiction.

In a broader study of the effects of minimum pay rates
on employment, Machin and Manning (1992) examined the impact
of Wage Councils on hourly wage dispersion, a related but
broader concept than skill differentials. Their estimates
suggest that the decline in Wage Council minimums relative to
industry averages resulted in an 8 percent increase in the
coefficient of variation of wages for covered workers.13
Since this estimate excludes the effects of reduction in
coverage and enforcement, it is probably an underestimate of
the effect of the decline in councils on dispersion.

The demise of Wage Councils during the 1980s may have

played a role in rising differentials during the 1980s, though
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it is difficult to quantify the effect; Even so, the
dismantling of Wage Councils, which disproportionately protect
the wages of low—earners, makes it more difficult to explain
the rise in real earnings for low—-skilled workers.

3. Unemployment benefits

Real earnings for the low-skilled may have increased in
Britain over the sample because the benefit system placed an
ever—-rising floér on earnings. A rise in the real value of
unemployment benefit could account for the simultaneous
increase in low—skilled earnings and unemployment.

A careful analysis of the effect of the complex British
benefit system on low—-skilled workers ovér the 15 year period
of the sample is well beyond the scope of this chapter. As a
quick check on the possible effects of benefits on low—skilled
earnings, I have graphed the indexed value of real
unemployment benefits and the real earnings of workers in the
10th percentile over the sample years in Figure 3.11. The
benefit data in the figure are the log of the real statutory
level of unemployment benefits for a single man with no
children (see Department of Social Security, 1992, Table
Ci1.01). The figure indicates that the absolute value of
unemployment benefit grew slightly over the sample period.
However, unemployment benefit failed to keep pace with rises
in earnings of workers in the 10th percentile of the full-time
earnings distribution.

In absolute terms the unemployment benefit system was
slightly more generous in 1988 than it was in 1974; in

relative terms, it was actually less generous. While the
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analysis is far from complete, the idea that the benefit
system pushed real earnings of 1low-skilled workeré up 1in
absolute terms over the 1970s and 1980s does not appear to be
consistent with evidence on unemployment benefit.

4. Irade unions

In Britain, union membership grew rapidly during the
1970s to an historic peak of just under 60 percent of the work
force in 1979. Union density then fell by over 10 percentage

14 Since unions tend to raise the

points during the 1980s.
earnings of low-skilled workers relatively more than those of
high—-skilled workers, the decline in density could account for
some portion of the rise in skill differentials.

Following Freeman (1991, Table 2), Table 3.9 estimates
the contribution of the decline in union membership to the
change in skill differentials from 1978-80 to 1986-88 using
microdata from the GHS. Column 1 presents cross-section
estimates of the union differential from the GHS data for 1983
(the only year where the GHS asks workers about their union
affiliation). As in the U.S., union differentials are small
for skilled workers and much larger for leés—skilled workersl%Lla
Since no estimates of British union membership by education or
occupation exist for the skill groups and time period in
Table 3.9, column 2 uses the change in union membership in the
whole economy (-10.3 percentage points) to estimate the
decline in union membership in each skill group. Multiplying
the change in membership by the union differential for each

skill group gives an estimate of the effect of union decline

on the earnings of each skill group. A comparison of these
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union earﬁings effects across skill groups yields an estimate
of the total effect of union decline on the correéponding
skill differential. On this basis, union membership losses
account for about 21 percent of the rise in the university
differential and 13 percent of the rise in the non—-manual
differential during the 1980s.1°

As with Wage Councils, the decline in union membership,
however, does not make it any easier to account for the rise
in 1low-skilled earnings. Skill differentials may have
increased in Britain during the 1980s due to the weakening of
key labour market institutions. At the same time, low-skilled
workers may have been able to protect absolute earnings more
effectively in Britain than in the U.S., for example, due to

the much greater level of influence exerted by the British

institutions. 'Freeman'(1991) finds some evidence for this
institutional "levels" effect in cross—-sections of OECD
countries: countries with high union density have 1lower
variances of earnings. Highly unionized economies also

experienced smaller changes in earnings differentials between

1978 and 1987.16



V. Some Conclusions

The GHS data provide clear evidence that educaiion and
experience differentials rose during the 1980s. Given the
large increases in the supply of skilled labour over the same
period, economic theory suggests that the relative demand for
skilled labour must have increased substantially. The factors
driving this shift in demand appear to be common to all (or
most) sectors of the economy, and not directly related to the
shift in output and employment from manufacturing to services.
The decline in the influence of Wages Councils and trade
unions during the 1980s may have accelerated this underlying

tendency toward rising skill differentials.
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Appendix 3.1
ducation ualifications versus years
o) chooli mea o ma apital

Measuring human capital using educational qualifications
offers several advantages over years—of—-schooling based
variables. Table 3.1.1 demonstrates-that a qualification
based specification (column 1) generates a higher R2 than a
continuous years of schooling variable (column 2) in every
year of the GHS. Qualifications also do better than a
specification using years of schooling and its square (column
3) or twelve dummy variables for years of completed schooling
(column 4).

The superior performance of the qualification variables
principally stems from two factors. First, the GHS probably
measures qualifications more accurately than years of full-
time schooling. The GHS does not ask respondents for their
total number of years of full-time education. Instead, the
GHS asks individuals their age when they left school (where
"school" refers to secondary level education) and their age
when they 1left fheir most recent period of full-time
education. The consistent data set used in this paper
estimates years of full-time schooling as: the maximum of the
age left full-time education and age left "school"”, minus 5,
if the this age was less than 27, or, the age left "school”,
plus 3 (arbitrary years of additional schooling), minus 5, if
the age left full-time education was greater than or equal
to 27. This definition suffers from several problems, not the
least of which are that: (1) it overestimates years of

scho