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Preface

The intention of the study was to explore likely differences in income
distribution between countries and to examine in detail some of the

changes taking place in the 1970s and early 1980s.

Detailed information on the economic status of individuals is collected

in most countries through the Censuses of Population. The aspects

covered are primarily the extent to which people participate in the labour
market, and if not why not, and some dat- on living conditions. For those
who work, detailed information is also available on earnings in éifferent
Jobs, classified by sector, occupation and hours, at a minimum as a necess-
ary input to the compilation of accounts of national incomes and expend?ture.
Where there are state systems of social security involvingAtransfers from
contributory and non contributory schemes, the administration of ‘the

schemes also generates information on incomes of recipients. But two short-
comings of these data weaken their value as an input to an analysis of income
distribution. First, they are limited in their coverage of income sources

in that they are restricted to wage income and self-employment income, that
is direct income from labour, and transfers from state or large private sector
schemes which derived income from a broad contribution or tax base. Second,
data in general refer to individuals and very little information is available
on households. It is not an easy matter to aggregate the individual incomes,
whether from direct sources or transfers, into household incomes so that it
becomes very difficult to assess the extent to which these incomes are

spread across the dependent population through the implicit private transfers

which must necessarily occur within households.

In Chapter 1, we outline a conceptual framework which seeks to draw attention
to the shortcomings of national accounting procedures, particularly in respect

of private transfers which occur between individuals and within various forms
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of social organisation. How this is interpreted depends very much on the
view taken of the process of social reproduction and the organisation of the
labour market. The access to jobs and the earnings power of individuals in
those different jobs is a crucial factor in the distribution of direct income
and important in conditioning household formation and composition. Previous
research indicates that there is very limited equality of opportunity in the
labour market and that systems of minimum wage legislation and state social
security schemes are geared only to providing some socially accepted floor
to individual earnings and family incomes. They are not in any way truly
imependent of economic conditions but restricted by some assessaent of the
'ability to pay' of the economic system, and contribute very little to the
redistribution of incomes in a progressive manner. That is left largely to
the direét tax system in most countries, modified by a desire to maintain

economic incentives and frequently offset by the patterns of indirect taxation.

t

Broad indicators of economic activity and household composition for four
countries, France, Germany, Italy and the U.K, are presented in Chapter 2.
These are not intended to reveal a great deal about income distribution in
the different countries sut merely to provide some pointers to how direct
incomes are obtained and what levels of dependency exist within the household

sectors in the different countries.

Chapters 3 and 4 provide detailed studies of two of the countries, the U.K.

and France. The two chapters are structured in such & way as to allow some
comparison between countries but the diversity of data available does not allow
any direct comparison without considerably more detail on the sources of
information, the definitions used and the institutional framework of each
country. Each country study looks at population, economic activity, employment

earnings, labour turnover, unemployment, social security transfers, and
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household incomes. An important feature of the two countries is the
dependence on wage income and social security transfers. Prima facie,
there appears to be less transfer of incomes at a community level and
through other activities not covered by official statistics. But it is
also apparent that the recession has had an important effect on the dis-
tribution of incomes in both countries and that the transfer systems are
being put under considerable strain by the depth of recession and the

shrinkage of the tax and contribution base.

Conclusions of the study are presented in Chapter 5. Three major findings

can be derived from the study. First, the data available are not wholly
adequate for the purpose and leave wide open many of the interesting ques-

tions about how the depéndent population fare in recession periods. Second,

the evidence on the distribution of households by income does show that

specific groups such as the retired, one parent families and those headed by un-
skilled manual employees are most susceptible to low income. But the impact

of recession on household incomes has two effects. On the one hand, it deérésses
real incomes and lengthens theblow income tail of the earnings distribution.
But, on the other hand, it reduces the access to employment for other members

of households, or substitutes low for high earnings jobs, which compounds the
effect on household income. Finally, this process of excluding certain people
from earnings opportunities through employment is based on policy changes and
the use of instruments, such as formal qualification levels, which are not
obviously reversible and tend to push and then lock in new groups into a

‘poverty trap' of low household income

(iii)






Chapter 1. The Conceptual Framework

Income distribution, social reproduction and the social wage

a. National Income and National Tncome Accounting

.The income of a system is defined as the flow of resources produced
in some time period. The sectors in which resources are produced
include domestic and other forms of non-market accivities.(l) (the
private non-market sector), the market and the state. Nacional fncome
as convéncionally measure generally only includes the market and' the
state; resources created in the private non-market sectors are

(2)

excluded. This convention leads to many anomalies. Domestic labour
{s included in national accounts when undertaken by a servant but not
when undertaken by a wife and food grown on the family plot is excluded
whilst that grown for profits is not. Moreover as the balance between
the market and the state on one hand and the private non-market sector
on the other changes through time, conventional measures may either over
or under-estimate the increase in national income.

Measurement problems provide one possible explanation for excluding
certain income item from nationmal accounts. Market activities and those
undertaken by the state are generally conducted in momey terms and are
therefore easily measurable whilst domestic and other private non-market

activities do not usually involve cash transactions. However the

division between what is included and what is not included can not be

(1) For example, subsistent agriculture and horticulture, payments in
kind, do-it-yourself activities of house repdirs and decoration,
car-repairs and others.

(2) The exclusion is not confined to the product of labour. Domestic
capital equipment - washing machines, vacuum cleaners and the like
- are regarded as consumer goods rather than the means of
production of domestic services.



sinply drawn in terms of cash transactions. Capital depreciation has no

cash equivalent and the majority of statI services do not involve and

money payments although both are included in national accounts. In

these examples the problems of measurement are solved for the
deprecistion éase by the adoption of conventions about the speed by
which machines are worn away in the process of production and hence lose

their monetary value(l) and in the case of state provision by the

assumption that the wages and salaries and other costs of services are a
measure of their value. By contrast no attempts are made to adog:
convention to allow the measurement of private non-market sources of
income. This can be explained by the very narrow definition employed by

economists of what constitutes economic Jccivity .

b. Concegtﬁal frameworks for national income accounting

The market
The Keynesian revolution gave a imthus to the development of
national income accounting by emphasising the role of government in

maintaining employment and hence the need for reliable statistiecs.

Moreover Keynes' analysis by linking unemployment and effective demand
and underlining the importance of the autonomous expendiﬁure items in

determining fluctuation in employment established the relevance of a

(1) Measured by convention at either historical or current value but
not at economical value in terms of productive potential of the
machines and market potential of the machines product. The
definition carries with it the implicit assumption that restoration
to the owners of capital of the full monetary value of their
investment in a legitimate change on national income which is quite
independent of the economic value of the investment. In this
respect investment is rendered riskless.
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concept of national income based on market transaction, the division of
the income sides into consumption, saving and taxation and the
expenditure side into income determined consumption and autonomously
determined investment, government expenditure and the balance of trade.

However the links in Keynes analysis between national income and
employment were short term and related to involuntary unemploymeﬁt.
Whilat Keynes differed from these he called the classical economists in
believing that involuntary unemployment could exist, he nevertheless
share with them the belief that employment was ultimately supply
constrained. By retaining the downward sloping demand curve for labour
based on the belief that at a rate of profit necessary for firms to
offer employment wages would need to decline if employment was to
increase, Keynes retained the classical definition of full employment as
that point where wages equalled both the marginal product of labour and
cpe marginal disutility of work. In these terms the level of employment
and the level of national income generated by the market is a function
of distribution of income between wages and profits.

An alternative macro-~economic theory of income distribution was
evolved which abandoned the marginal productivity theory of wages but
which retained a functional role for the wages share in stabilising
employment and national income. 1If it is assumed that the prope&sicy to
save from profits is greater than the marginal propensity to save from
wages then the average propensity to save becomes a function of the
distribution of income. If it is further assumed that money wages are
fixed and that prices are determined by the level of effective demand it

can be shown that changes in the level of effective demand precipitated



by changes in autonomous expenditure will be offset by changes to
consumption levels in the opposite direction caused by changes in income
distribution as prices either rise or fall relative to wages. On this
view the distribution of income has a functional role of restoring the
macro-economic condi;ions for non-inflationary full employment
equilibrium,

A second development from the Keynesian - and by far the more
orthodox - is the incorporation of Keynes' insight on the causes of
voluntary unemployment into a neo-classical framework to produce the
grand neo-classical synthesis. Here the government acts to offset
excess savings and guarantee full employment but at the mic:o—ecénomic
level the economy functions as in neo-classical theory. Relative factor
prices are determined by the structure of product demand, techniques of
production and. relative facgor supplies. In this case the distribution
of income represents at the macro-level the social valuation of factors
of productiba.v
The State

The state is involved in market activity through nationalised
industries and other such institution and these are treated in the
national income accounts in much the same way as the private market
sector, Other activities of the state are the only non-market sector
included in the accounts on its expenditure éide. These can be divided
into the provisions of services such as health and education and income
transfgra in the form of various types of social security payments. On
the income side of the government's non-market account includes taxation
and borrowing from the private sector.

Conventional economics explasins the division between the market and



the state in the "efficient" production of services in terms of the
state role in offsetting the effect of market imperfection in knowledge
and foresight (for example, to ensure the supply and adequately trained
and healthy workers), of significant economies and diseconomies which
the market does not take into account, increasing returns to scaie which
in the absence of state control could lead to the exploitation of
private monopoly power in the market. The provision of social security
is accounted for in terms of the state providing effective and
comprehensive insurance schemes (in the case of welfare provision based
on contribution) and where social provision is non-contributory, in
terms of redistribution based on welfare rather than efficiency
criteria. Economists argue that ;ndividual income from market activity
should reflect economic worth and the question of need should be:dealt
with by redistributive fiscal measures.

In the treatment of services such as health and education and
income transfers significant anomalies arise from the exclusion of the
non-market private sector. Education health and social security is
provided by the market (in fee paying schools, private health schemes
and insurance), the state and by the family and the community. The
exclusion of the latter from national income means that the costs of
these in terms of resources are seriously underestimated to a degree
which varies between countries.

Labour and Capital

A further anomalous aspect of national income accounting is the
different treatment given to labour and capital. The cost of pro§gc;pg
capital appears in the accounts as investﬁeg;“;;;~:;;W;epreciation of

capital is regarded as a first charge on gross national product to be



deducted to give national income. By contrast the production and
reproduction of the factor of production lahour power is not treated
sepa:ately. Part of the expenditure in producing labour power appears
as consumption, part as state expenditure and a part, contributed by the
non-market private sector, is not recorded. Nor is>any attention paid
to the cost of labour used up in the process of production. The part of
labour eroded by the production is not regarded as first charge on the
gross national producf unlike the depreciation of capital. There is no
logical basis for this difference and the consequence ié that measured

net national income is significantl]y higher than actual net national

income.

Conclusion

There are serious shortcomings in the system of national income
_accounts resulting from the narrowness of definition given to economic
activity by economists and national income accountants. The
justification for excluding the private non-market sector goes beyond -
problems of measurement and it is excluded on the one hand because
Keynesians' primary interest in employment in the labour market, and on
the other because of the neo-classical view that exclusion from the
market in predominantly a matter of individual (or family) choice so
that non-market activity is of a different kind to market activity. A
second major weakness in the systems of national accounts are
differences in the treatment of labour and capital - this is
indefensible even in terms of orthodox ecomomic analysis which regards
differences in labour productivity as resulting from differences in

investment on human capital.



¢. An alternative approach

To facilitate a comparison between countries in which the balance

between the private non-market sector on the one hand and the market and

atate sector on the other might be quite different, it is necessary to

develop and more inclusive form of national accounts. It would also be

desirable if such a system provided for a more symmetrical treatment of

labour and capital. A proposed alternative framework rests on the

following five postulates

1.

Labour and capital are complements in production rather than
substitutes therefore output is the outcome of joinc effort.
There there is consequently no objective way of determining
the separate contribution of labour and capital and hence
income distributionm.

When engaged in production labour and capital reproduce
themselv;s in resource terms and in addition produce a
surplus.

The conditions for maintaining the system is that the
resources necessary to reproduce capital and labour are a
first call on national output.

The distribution of the surplus depends on povwer
relationships.

The reproduction of the system is dependent on the market, the
state and the private non-market sector, consequently the
measurement of the surplus or its distribution cannot proceed

without the inclusion of each of these sectors.

An alternative national income accounting based on the above five

postulates might be:



Table .

Qutput and Expenditure Account

Qutput (income) Expenditure

Market Reproduction of capital
State ‘ Reproduction of labﬁur power
Private non-market Net investment in capital

Net investment in labour power
Consumption of surplus

Income Distribution

Profit Wages :

!
Reproduction of capital Reproduction of labour power
Surplus Surplus

The minimum conditions for maintaining the system is that the lower
1imit to share of wages and profits is the cost of reproducing labour
.and :he‘cayi:al but the share of the surplus is determined by power
relationships and might be zero. Therefore the wage share might be

equal to the cost of reproducing labour power.

d. The social wage

As defined above the wage includes all elements coﬁcributing to the
reproduction of labour power and therefore includes resources provided
by the state aﬁh the private non- market sectof. This will be defined
as the social wage to differentiate it from the narrower term relating

to labour market activities which will be defined as the industrial

The social wage is defined as the total resources available to

labour and consists of the wage from the sale of labour power, state



provision less taxation, domestic and other non-market activities and
private transfers from property incomes. Table 2 itemizes in summary

form the social wage.

'Table 2 The Social Wage: Income and Expenditure Account

Income Expenditure
Marketed labour Reproduction of Labour power
Formal '
Informal

Private non-market domestic Net investment in labour power
Others Consumption of the surplus
State provisions minus Savings from surplus

taxation on wage income

and expenditure on wage

goods*

Private Transfers from
property income

* Which equals transfers from property income by state agencies.

?ublished national account are generally concerned with market
transaction, the state sector and éasily measurah}e private transfers
such as official charities. However even here the coverage is less than
complete because there is a large and growing informal market where
transactions go largely unrecorded and where incomes are difficult to
measure officially and to tax. Domestic and other non-market activities
consist of housework and child-rearing, food growing on small pl;ts,
labour for payment in kind, and do-it-yourself activities such as house
repairs and decorating, car repairs and many other such tasks. Private

transfers from property income include organised charities but also

traditional forms of social welfare provision and some are, and some are
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not, recorded official.

The relative importance of the components of the social wage varies
between social groups, inter regionally and internationally and have
important social, economic and political causes and consequences. In
Britain labour was early dispossessed of the land and traditional forms
of social welfare by the enclosure of the common land, the development
of capitalistic agriculture and by the 1834 Poor Law Reforms. |
Consequently British labour is highly dependent on the.sale of labour
power and the traditional sector is small. Other European Countries
have not undergone the same degree of social transformation and so
non-narket'aétivities and private transfers from property are more
important in determining the social wage. Domestic labour is extremely
important in all countries although the family is probably much more
important and stronger in the tr;ditional gectors.

The surplus is defined as the excess 6f production over that
necessary to produce sufficient labour power and means of production
necessary to maintain the productive system in operation. Consequently
the lower limit to the social wage is the cost of producing the required
labour power but this bears no necessary relationship with the price
paid by capital for labour poﬁer: the industrial wage. The extent toO
which the industrial wage falls short of that necessary to produce |
labour power measures the expropriation by capital of rcsources‘produced
in the non-market sector or provided by the state. Conversely the
extent to which the fnduscrial wage is higher than the cost of
reproducing labour power measures the share of the surplus labour

derives from market relations.



- 1] - '

Shares in the social wage

e. The elements of the social wage included in the National Accounts
are employment income, government expenditure on education and health
and other services directly bearing on the reproduction of labour power,
social security provision and private charities, less direct and
indirect tax.

This section consider the elements in the social wage and how
differential access to forms of income within and between social groups
and a different phase of the cycle influences the distribution of the
social wage between individuals and groups. As far as the information
{3 available this process has been charted in the statistical section of
this report. But as argued above important elements of the social wage
are not officially documented and so discussion of the inconc'generated
in the private non-market sector and its distribution is necessarily
nore speculative.

Access to industrial wages

The accesé to industrial wage is structured by factors om both the
supply and the demand side of the labour market. Levels of skill depend
on 1nhetenf abliity, socialisation and education and training. Access
to these skills and their use may be limited by the organisation of
education and by professionai associations and trade unions.
Consequently "“skills" should be regarded as social classification as
well as denoting technical abilities. Participation in the labour
market and the terms of participation (the hours of work and the degree
of mobility, for example) are influenced by legal restriction and social
attitudes controlling the employment of women and children and other

classes of workers, by responsibility for domestic and other forms of
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non-market sctivities and the availability of out-of-market resources.
On the supply side, the range of jobs available to individuals depends
on the overall, and regional variation in, the level of employment, the
structure of industry which defines the range of skills and the demand
for the various classes of workets and the hiring and labour
organisation policies of firms. These may lead to discrimination
against certain classes of workers in both the external and internal
labour markets. These discriminatory practices may partly reflect the
pressure from the incumbent labour forces or the efforts of professional
association and trade unions to control entry and are based on
educational and training attainment, social class, race and sex (which,
of course, may be mutually reinforcing).

Access to education, training, health and social welfare

Individuals have access to education, training, health and social
Qelfare provisions which serve partly to ensure an adequately trained
and maintained labour force, partly to sustain those incapable of work
because of extremes of age and physical and other disabilities, and
partly for more general consumption. Such services are provided by the
state, the narket.and the non-market sector.

i. State provision.

The extent of, and access to, state provision depends on thg nature
of the scheme and the rules for exclusion. Generally state education is
free (although the provision of some forms of higher education are often
means tested), health services are either free or based on state
insurance schemes (although the state generally provides a safety net
for those without insurance) and social security is based on insurance

with additional provision for those who are not insured but who are able
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to demonstrate destitution and the incapacity for work. This section
will concentrate on cash transfers.

The state provides cash transfers for the young - in the form of
child allowances - the old, the sick, the ghort term unemployed and
those unable to work over a longer period either because they are
incapacitated or because jobs are not available. Generally child
allowances and long pefiod support for the unwaged who are not of
retiring age are provided as a right whilst old age pensions, sickness
pay and unemployment benefit are more usually organised on an insurance
basis and access depends on contributions. However, access is not
unrestricted. Eligibility for unemployment benefit usually depends on
evidence that the claimants did not contribute to their own dismissal
(in which case benefit may be temporarily suspended) and are gen&inely
seeking work (if not benefit may be suspended). Financial support for
claimants of working age but with no entitlement to unemployment pay
usually depends on a means test (and this may be extended to include the
means of near relatives) and evidence that the recipieunt is, if capable,
genuinely seeking wotk.

The existence of a two tier system on different bases means that
the extent of state provision may vary widely between individuals and
families. In some countries unemployment pay is earnings related |
(although this element was eliminated from the British scheme in 1982),
and 1is generally hiéher than the alternative form of social security.
Moreover unemployment pay is paid for a limited period and so a
prolonged period of unemployment means an eventuallreduction in the
level of state support. Casual workers find it difficult maintaining

their contributions and this impairs their access to the higher levels
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of social security based on the insurance principle. In this respect
women with family responsibilities and less in a position to hold down a
permanent job are relatively disadvantaged; this disadvantage is
reinforced because_ their child care responsibility may make it difficult
for them to demonstrate their availability for work and by their status
of dependency on men, whether actual or ficticious, may mean an
inability to establish need. Moreover the stringency by which the rules
for exclusion from eligibility for social welfare are applied will
effect both the level and distribution of cash transfers from the State.
One important response of European Governments to the current high
levels of state expenditure on social welfare, resulting from the high
levels’of unemployment, has been to reduce‘the real value of social
security by various means including the tightening up of the rules for
exclusion to reduce the number of claiments.
ii. Market provision

In addition to state provision and usually pre-~dating state
involvement, the market provides education, health and social welfare in
the form of private schools, private hospitals, other medical facilities
and sickness payments. Market health provision is usually financed by
an insurance basis organised by private insurance companies.

1ii. Non-market provision

The early education and sbcialisation of children is generally the
responsibility of the family and the community and, in addition many
basic skills are acquired in the private non-market sector. The_family
and community also provide material and financial support for the
unwaged - the young, old, sick and those incapable of work. No

estimates are made of the extent of this provision but it is to be
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.
expected that it will vary inversely with the extent of state social
welfare programmes and
will be more likely to exist where traditional social and family
organisation persists. Consequently it is to be expected that there
will be significant inter-regional and international variation in
private non-market provision.
Relationship between the industrial wage, social security payments and
labour flows

Generally social security.payments are perceived as alternative
forms of income to the industrial wage. In fact, neo-classical theory
regards labour market activity of individuals as being inversely related
to the level of social welfare payments and traditionally British levels
of provision have been pitched at a level sufficiently low as not, to be
an alternative to an industrial wage. However more recently various
forms of means tested benefits - rent rebate, rate rebates, school meals
etc. - have been introduced which are available to families whose head
may be in full time employment. More generally the Family Income
Supplement has been introduced to compensate families whose income
including earned income which, taking into account family size, falls
below the officially determined subsistence level. However under the
latter scheme the incentive to work element is retained in part becaﬁse
the Family Income Supplement make-up is only half the shortfall below
the subsistence.

The existence of these income related supplements means the
effective marginal tax on low income is very high and their existence is
interpreted by many economists as a disincentive to work. An

alternative interpretation is possible if it is supposed that the
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standard of living and the pattern of family expenditure is socially
determined and that the marginal income is particularly valuable becauae
it is spent on relative luxuries. In this case the existence of social
provision below what is customary regarded as a necessary level of
expenditure - which might be quite different from the officially:define
subsistence levels - may induce family members - particularly women and
children - to work for whatever they can get and if.:his earning
capability is threatened by the exclusion rules of social provisional
they will resort to undeclared employment in the black economy. Thus
parsimony in social welfare provision may induce employment at very low
levels of pay in circumstances which officialdom would interpret as
“fraud". In periods when the levels of social welfare are being reduced
the pressure on families to find employment in the black economy will be
increased. Moreover as pressure on social welfare is a feature of low
levels of economic activities when firms are under severe pressure the
number of firms resorting to the "black" labour market will be on :he
increase and so the opportunity for such employment will-be enhanced.
This means that reduction in social welfare will be accompanied by an
attempted increase in labour market participation as the level of
desperation amongst poor families increases and a reduction in the
industrial wage which will not necessarily be recorded in official
statistics because it takes place in the "submerged" economy.
Access to non-market private income

The level of non-market income will depend on the nature of the
families and social organisation. The traditional family organisation
with a low level of labour market participation and traditional social

organisation in which subsistence agriculture plays an important part
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will provide a.high level of private non-market income the access to
which may have an important bearing on labour flows. For example, heavy
responsibility for household duties and subsistence agriculture may
inhibit labour market participation whilst the existence of
traditionally determined intra~family and intra-community transfers may
preclude labour market activities and provide a shield from the rigours
of the wage labour market and by so doing increase bargaining pover to
raise the industrial wage. On the other hand the argument made in the
previous section about low levels of social'welfare provision will apply
with equal force to the private non-market sector. If income generated
in the latter is insufficient for some socially recognised basic
subsistence then wage labour may be induced at a Qery low price.
f. Conclusion

The inter-relationship between the market, state and private
non-market sectors in determining the overall share of the social wage
in total income and in the distribution both within and between social
groups has important implications for international and intertemporal
comparisons, Moreover theseﬂﬁuestions cannot be separated from more
general questions of the level and structure of product market demand
and to social change. The increasing labour market participation by.
married women has been accompanied by changes in family organisation and
in the structure of demand, and it cannot be assumed that the direction
of causation is one way. The increase in the number of women working has
been accompanied by an increase in the number of consumer durables owned
by the family which have reduced the labour intensity of household work.

Whether aids to housework released women or whether women acquired

household equipment to be released is an important question but
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whichever the causal direction the increase in married women participation
in the labour market and in the product market had a fundamental effect
on the structure of demand. Increasinély the pattern of expeuditﬁre of
the family has been*restructured around the needs of a working wife and
mother and it has become dependent on the labour market earnings of that
working wife and mother for its standard of living. Thus gervices many
of the traditionally provided by women within the non-market sector are
now provided by the market but in the process both the markets for
labour and products have been radically transformed.

There is more debate about the extent to which the structure of
power within the family has been changed, for example how much the
traditional male dominance has been eroded by the sharing with his wife
of traditional financial responsibility. But there can be little doubt
that labour market participation of women has reduced the resources
available for tradition non-market services such as the care of the
elderly and, where alternative provision is available, the care of very
' yoﬁng'childten. But again an alternative system has evolved based on
state provision and this has been financed by the increased taxatiom,
particularly at the lower levels of income.

The changes discussed above are not confined co.the.fanily. The
growing participation in the non-rufal labour market by workers
previously engaged in subsistence farming has been accompanied by a
groving mechanisation of agriculture and its increasing dependence on
wage labour. This transformation of the traditional sector has been
accompanied by a break down of traditional forms of inter-community and
inter-family transfers which formed the basis of traditional forms of

social welfare. This reorganisation means that the rural sector can no
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longer be regarded as a sponge ready to absorb surplus industrial labour
and maintain it until it is next required by the nom-rural sector. The
migration from the land precipitated long period changes which made it
unable to fullfill such a role. Meanwhile the newly urbanised workers
and particularly their children have become habituated to urban living,
have contributed to the growth and the restructuring of market in line
with their consumption needs and have become dependent on state for
social éelfare and tax payers to finamce its provision. The same story
can be told about the many services which used to provide the sponge to
absorb the reserve army of industrial labour and provide for some
measure of subsistence. The combination of labour mobility, technical
 progress, changing patterns of consumption and social reorganisation
means that they have now largely disappeared.

Moreover these changes are largely irreversible. In terms of the
set of accounts presented in an earlier section of this paper there has
been a significant shift in the source of the social wage ~ in the
supply of resources, the provision of soci?l services and its transfers
for social welfare - between the non-market private sector and both the

(1

market and the state Accompanying this has been a corresponding
reorganisation on the structure of demand for good and labour and the
allocation of income between private and public provision as taxation

ha's increased and extended to encompass lower and lower income levels.

(1) This means, of course, that the recorded increase in real income
significantly overstates the actual increase.



This has important implications for current policies. Firstly, a
cut in state provision of a8 given magnitude has a much larger impact on
income than it would have had say 50 years ago, because of the increased
dependence on state provision and, moreover, a cut in services
without a corresponding cut in taxation has more distributional
consequences because the ones most dependent on State provision, the
relatively poor, are the ones whose taxation have increased in tge
greater proportion to their income to finance that expenditure.
Secondly, the growth of State provision of educationm, health and social
velfare has been particularly beneficial to the relatively poor because
the relatively rich have traditionally, and to an important extent,
still do, depend on market provision and their own massed resources.
The poor have traditionally depended on communal provision and a cut in
its modern version - state expenditure - will concentrate the costs
where they can be least easily borne. Thirdly, the permanent
disappearance of traditional forms of education, health and social
welfare provision means that cuts in state expenditure may seriously
erode the quality of the lﬁbour force. Finally, the movement of labour
from the traditional to the modern industrial sectors has frequently
meant long distant migration between regions within countries and
between European countries. The reverse flows of people with changed
life styles and expectatioﬁa as the level of European ﬁneﬁployneét grows
to economies and societies which have at least partly adjusted to their

absence has serious short- snd long-term implications for those area not

"least for the demand for state provision.



Chapter 2 Broad Indicators in Four Countries

This chapter describes the main features of the composition of the
population, economic activity and household~-type in the four main
countries of the EEC (West Germany; France; Italy; UK). The first set
of tables describe the population and the pattern of economic activity,
thereby indicating both the structure and level of labour supplies
available to the w#ge economy and the size and composition of the
populacion that has to be funded through state or private transfers or
through informal economic activity. The second set describes household
composition and the relationship between household-type and economic
activity. This provides information on the sources of wage income
available by household-type and the number of dependents to be funded
from wage income or other sources, which are the two main factor§
determining the structure of income distribution by household.

Table | provides basic information on the structure and changes in
population between 1960 and 1981. The UK has had the slowest gfowing
population (only 5 per cent increase between 1961 and 1981, compared to
14 to 19 per cent‘for the other countries between 1960 and 1981).
France has had the largest increase in the 14 to 64 year old population
(22 per cent), which provides the main supplies of wage labour. Italy
and Cermany experienced much faster increases in their 65+ population
than France, although.in Germany and France the share of the under 14
popuiatioq fell by a similar percentage (-6 per cent for men, ~4 per
cent for women). Overall the UK and Italy experienced similar changes
in the share of the dependent population (<14, and 65+) with that for
men remaining relatively constant at around 32 per cent, and that for

women rising from 32 to 34.6 per cent in Italy and from 34.4 to 36 pér



cent in the U.K. Tn both countries the increased share for women was
due to the increase in the over 65 population; again in both countries
this increase was partly offset by a decline in the under 14 population,
but this decline was of the order of 3 per cent in Italy and 2 per cent
in the UK. In france the decline in the under 14 population resulted in
an ovérall decline of the share of the dependent population, from 36.3
to 32.5 for men, and from 38 to 36.3 per cent for women, but in Germany
the increase in the female 65+ population was such as to outweigh the
fall in the under l4s, so that whereas the dependent share fell by 2.7
per cent for men to 29.6 per cent, it rose by 3.2 per cent for women to
34.1 per cent. The result of these changes was to leave Germany with
the highest shares of older people and the lowest shares of young
people, Prance and Italy with the highest shares of young and lowest
share of older people, and the UK in the middle of both ranges.

The other major change in population structure over this period was
& decline in the female share of the population in all four countries;
vhereas in i960 females outnumbered men by between 3 and 14 per cent, by
1981 the female population was very close to that of the male population
in all four countries, ranging from 2 per cent below to 2 per cent
above. The UK recorded the smallest change, but from the lowest female
share in 1961, at 3 per cent more than the male population. By 1981 the
male and female populations were exactly equal. The share of married
women in the female over 14 population was very similar in all four
countries (57 to 62 per cent in 1979) with little evidence of a

systematic trend in changes over time in any country.



Table 2 describes the principal characteristics of the activity of
the 14+ population for men, w;men and married women. France, with the
fastest growth in population in the 14 to 64 age group also recorded the
fastest growth in employment for both men and women, at 11 per cent for
men and 26 per cent for women between 1960 and 1979. However populatibn
change is by no means simply related to employment change. Italy with a
relatively fast rate of growth of population recorded a fall in the
number of employed men at 7 per cent, and only a | per cent rise for
women after a sharp fall of 20 per cent up to 1973. The UK with its
slow population growth also recorded a fall of -8 per cent in employed
men but a rise of 21 per cent in employed women. Germany followed the
pattern of a larger rise in employment for women, at 21 per cent, but
also recorded a rise of 9 per cent in employed men.

The difference between changes in population and changes in the
number employed results from changes in activity rates and changes in
unemployment. In Italy the fall in the number of men employed resulted
entirely from a steep fall in activity rates 89 to 75 per cent of the
14-64 year old population.(l) The share of unemployed in the
economically active hardly rose despite the relative fall in activity.
However some of the men displaced into the economically inactive sector
were either seeking work or had an occasional occupation; these men
accounted for S per cent of the 14 to 64 year old population, compared
to less than 2 per cent in the 3 other countries. This suggests that
formal economic activity and registered unemployment is a less good

indicator of economic activity for men in Italy than in other countries.

(1) These activity rates overstate the level of activity as chose over
64 are included among the employed and unemployed.



The UK(I) also experienced a large fall in male economic activitx but
from a much higher level of 95 per cent, dropping to 85 per cent.
Unemployment had also increesed in ﬁhe UK, France and wésc Germany but
less steeply, gnd unemployn?nt rose. However in all countries changes
in activity rates were more important than changes in unemployment
levels at least up uﬁtil 1979. The consequent higher inactivity rates
among the 14-64 population were primarily due to the rise in the student
population. The numbers of male students more than doubled in France
betweén 1960 and 1979 and rose at even higher rates rates in the other
three countries, up to nearly four times in the UK. The main effect of
these variations in the rate of growth of the student population was to
eﬁualise the share of students in the total population of 14+. In 1979
these ranged from 9.7 in the UK to 12.7 per cent in Italy.

The substantial increases in female employment in West Germany,
France and the UK were accompanied by rises in the female activity rates
of between 6 and 9 per cent. In Italy the female activity rate first
fell and then rose again to only slightly below its 1960 level, a
pattern similar to that found for female employment. Female act;vtty
rates however were lower in Italy in 1960 than in othér 3 countries and
the gap has since widened, with the female economically active
population equalling 31 per cent of the 14 to 64 year old population in
Italy in 1979, compared to 46 per cent in West Germany, and 53 per cent
in France and the UK. This gap in the patterns of economic activity for

women is nitrowed if account is taken of those within the formally

(1) Data for 1961 for the UK come from the Census and not EEC data;
this may result in problems of comparison over time and between
countries.



economically inactive population but who also in practice either have an
occasional occupation or were seeking work. This category is more
important for women than men in all countries, accounting for 2 to 3 per
cent in France, Cermany and the UK, but for 6 per cent in Italy. It is
also possible that the size of the informal sector is underestimated in
all countries, with a consequently more significant impact on estimates
of activity in Italy. Female unemployment had risen along with and
indeed faster than female employment in all countries. In all countries
but the UK female unemployment was higher than male unemployment, both
in 1960 and 1979, The rise in student numbers was even more nark@d for
" women than for men, offsetting to some extent the fall in the inactive
population. Ih all countries but France the female student population
more than quadrupled. The effect of these changes was not only to
narrow the differences in female student population shares between
countries bﬁt also that between men and women, with the female shares
ranging from 8.5 to 10.8 per cent. The reductions in the share of
inactive housewives in the 14+ population more than outweighed the
increases in the female student population., By 1979 the housewife share
was no more than 27 to 30 per cent in France, Germany and the UK, with
Italy again out of line with 46 per cent. However the share of inactive
housewives among married women showed more variation between countries:
Italy again had the higher share at 63 per cent, followed by Germany
with 51 per cent, France with 43 per cent and the UK with 39 per cent.
These ratios of housewives in the population are reflected in the
married women's activity rates for the 14 to 64 population which stood
st 25, 37, 46 and 46 per cent for the four countries respectively.

Unemployment rates for married women tended to be lower than for allA



vomen, particularly in 1979, probably because of the higher share of
young women in the female population as a whole and the increasing share
of youth unemployment in the 1970s.

Table 3 gives information on the structure of activity rates by age

for the four countries for men and women. The lower overall activity
rate for men in Italy is primarily a rgsult of lower activity rates in
the younger and the older age groups. It is in these age-groups that
there is most variation bétweea countries and most change over time.
All countries have had a steep fall in the activity rates of the 14-19
age-group since 1960 because of the rise in the student population. The
already relatively large student population in France in 1960 is
reflected in a lower participation rate, at 50 per cent, but by 1979 the
Italian participation rate had dropped slightly below the French at 21.4
compared to 21.6 per cent. UK and German participation rates for under
198 were higher at 33_and 31 per cent. In the 20-24 age group Italy
retains a low p#rticipation rate of 64 per cent but French and the
German rates are similar, at around 79 per cent, but the UK
participation rate for the age group is a whole 10 per cent higher,
reflecting the less extensive and shorter higher education system in the
UK. The UK also has much higher participation rates in the older age
category, particularly for the 60-64 age group because of the still
common retirement age of 65. Substantial falls in participation in this
age category had occurred in all 3 other categories. Participation
rates for the over 70s had fallen from levels of 15 to 23 per cent
(cxcludiﬁg the UK) to only 4 to S per cent in all countries.

The pattern of female participation rates by age vary more between

and over time than those for men. West Germany, France and Italy have a



peak participation rate for women in the 20 to 29 age groups, followed
by, a fairly steady fall in participation by age. Only the UK has a two
peak participation rate pattern; the first coming in the 20-24 age

. category followed by a steep fall up to age 35 and a subsequent rise to
a new peak in the 40-44 bracket followed by a gradual decline. |
Participation in the 55-99 bracket is higher than in the 25-29 aﬁe
bracket in the UK, but much lower in the other 3 countries. As with men
there have been sizeable falls in the activity rates of the 14-19 age
group but resulting in a wider spread of activity rates (from 17 to 37
per cent)., Falls in activity in'the older age groups have also
occurred, but as these were at a much lower level in 1960 than for men,
the effect is less dramatic.

Table 4 gives more detail on the nature of economic activity by age
in 1979. Using the extended labour force concept (including inactive
people with an occasional occupation or seeking work) serves to raise
activity rates more in the younger and older age brackets for men,
although in Italy there is a sizeable impact throughout the age
structure with only a small dip in the 30-44 age range. For women there
is least effect on activity rates for women over 50, and most affect for
prime-aged women, and for young women in Italy and the UK. Activity
rates are based on employment and unemployment: table 4 indicaces that
young workers in all councries had a higher share of unemploymené than
other age groups But this share varied for men under 19 from &4 per cent
in Germany to 9 per cent in the UK, to 15 p;r cent in France to a high
of 20 per cent in Italy. The unemployment rates for under 19 females

were higher in all countries at 6 per cent, 8 per cent, 33 per cent and

33 per cent respectively. The high youth unemployment rates in Italy



were associated with a, correspondingly high share of first job seekers
among the registered unemployed (63 per cent for men, 70 per cent for
women). The Qariations in the shares of first job seekers in the other
3 countries were less than the variations in youth unemployment (9 to 15
per cent for men, 15 to 19 per cent for women). Unemployment rates tend
to decline Qith age for both men and women, with any upturm in rates for
older workers not really evident until age 55 or older. France provided
the only exception to this pattern, with unemployment rates for men
declining to a plateau of 2.7 per cent for the 30 to 44 age range and
then rising steadily to 3.8 per cent for the 55-59 age group.

Household composition

The average size of households in Germany, France and the UK
varied only from 2.73 members per household in Germany to 2.90 members
in the UK. Italy has a néch larger household size at 3.35 members per
household. This larger household size arises from a much higher share
of households with 4 or more members, and a low share of single person
households. Variations in the share of households by size between the

'
other three countries were relatively small, with share of single person
households showing the most variation (18 per cent in the UK, 25 per
cent in Germany). The larger family size in Italy was not however
associated with a large number of economically active people per
household, as might be expected to be found in an extended family
system. These results could, however, be affected by the high share of
youth unemployment in Italy and the inadequate documentation of the
large informal sector.

Table 6 shows the number of economically active members per

household and the number of dependents per economically active person,



in households differentiated by the economic activity of the head of the
household. Of those households headed by a person with a main
occupation, numbers of economically active members were highest and
dependency ratios lowest in households headed by family workers.l
followed by the self-employed, and lastly by those headed by emplbyees;
(except for the UK where the last two positions are reversed). These
patterns were found systematically within countries despite wide
variations in levels between countries, with again Italy having by far
the highes;~dep§ndenc§ ratio. Among households headed by an unemployed
person, dependency ratios were lower than those headed by an employed
person with the exception of the UK whe:e they were markedly higher.
This suggests unemployment has a greater impact on families in the UK
than in other countries. We have no data on the dependency ratio for
households headed by inactive persons, but the average number of
economically active persons per household were low in all countries.
There are systemacicaliy higher averages of economically active
members in households headed by persons with an occupation in
agriculture than those in industry, and again higher averages for
industrial employment compared to services. However the structure of
dependency ratios varied considerably between countries. The systematic
variations in active member§ and dependency ratios also no longe; hold
between self-emp10yed, employees and family workers when these
households are divided by sector. Households headed by employees still
tended to have the lowest average of economically active members and the

highest dependency ratios in all countries except the UK.

The data on household composition indicate the different ways in

which the active and the inactive population are combined in a household



structure, and the existence of a relationship between these for?s of
household organisation and the nature of the main economic activity of
the household. In the next two chapters we explore in more detail, as
far as the available data permit, thé strgccure of economic activity aod

the structure of household income distribution for two of the main

countries described here, the UK and France.



TABLE 2.1: POPULATION BY SEX AND AGE: 1960, 1973, 1979 % 1981.
(Thousands) )

14 14-64 65+ Total 14+ 14 14-64 65+  Total 1b+ Total 14 +

W, GERMANY

1960 5627 16616 2229 18845 5359 19023 3181 22204 13133
1973 6409 19003 3477 22480 6033 20329 57 25676 15387
1979 4974 19816 3749 23565 L7k 20804 6166 26970 15307
1981 5096 20973 W12 24385 4856 21198 6123 273
FRANCE o ,
1960 5785 13584 1964 15548 S549 14331 3223 17554 10567 -
1973 5528 15410 2757 18167 5350 16157 4164 20321 - 12168
1979 5294 16372 2966 19338  SOM6 16797 uh5? 21254 12601
1981 5675 17796 2901 © 20697 5417 17492 bS58 22051
ITALY . :
1960 5921 16338 2037 18375 5682 17414 2561 19955 11787
1973 6022 17047 2823 19870 584k 18073 3650  &A723 1335§
1979 $Mm9 18156 328 21286 ssko 19111 397k 23085 14250
1981 5879 18813 3208 22022 5578 19128 uS34 23662
UNITED
KINGDOM . L
1961 5830 17460 2381 19841 5556 17907 3822 21729 13367
1973 S92 17219 3025  202ub 5669 17534 4628 22162 14108
1979 5355 18160 3285 21445 5061 18178 5002 . 23180 13873

1981 5553 18475 3267 21741 5257 18385 5083 23468 . 14070

0000000800000 000c0e



TABLE 2,25 . CIPAL CHARACTERISTICS OF ACTIVITY OF THE POFULATION AGED 14 AND OVER.

MALES ECONOMICALLY ACTIVE

¥ GERMANY
- 1960  1ks57M
1973 16478
1979 15896
"RANCE
1960 11609
1973 12640
1979 12907
TTALY
1960 14025
1973 12691
1979 13084
INITED
cvaDoN
1961 16151
1973 14972
1979 T 1ks01

On-
Eloxed Eglozed Total.

41
6k
28s

110
185

567

46?7
b3s
Sik

496

361

590

14612
16542
16182

11719
12825
13474

14492
13126
13598

16647

15333

15490

(Thousands)
LOOKING
LABOUR AFTER

ECONOMICALLY INACTIVE FOROL. STUDENTS  HOUSEHOLD.

With '

Occas-

ional Seok~

Occup- ing
Total. tion. Work., (Extended)
Lk2zz 930 18 cesese 764 cessan
5937 l“s oee 16’687 2051 seoecee
7363 114 86 16381 2683 cocsee
315" 163 56 svesee 9"'7 evsoese
5342 226 6l 13115 1961 cecese
s862 123 7 13546 2044 cecece
3527 1% [ X X ] [ A X X X X 1 978 ....‘..
6738  s&4 274 13984 2233 conese
7677 784 243 14517 2703 cesece
26“5 IR X J [ Z X ] e 0 - 55‘+ [ X RN NN ]
Lo11 164 116 ' 15613 1634 conose
5950 188 134 15812 . 2090 )

(XXX X R R R AN R R RY]



TABLE 2.2b :PRINCIPAL CHARACTERISTICS OF ACTIVITY OF THE POPULATION AGED 14 AND QVER.

(Thousands)
ECONOMICALLY ACTIVE ECONOMICALLY INACTIVE LABOUR STUDENTS LOOKING
Ltotal) With FOoRCE. _ ArIER
Occas- (extended) HOUSEROLD
ional Seek-~ —
Un- Occupa- ing
Employed Employed Total. Total. tion. Work.
W . GERMANY
1960 7643 ko 7683 14521 1356 3h cosee 595 8939
1973 9106 69 9175 16481 586 .o 9761 1692 8942
1979 9268 339 9607 17363 469 85 10161 2457 7932
FRANCE
1960 6573 92 6665 10881 667 200 ceess 7, 8197
1973 7554 190 4 12577 403 304 8us1 2014 7137
1979 8314 661 8975 12280 267 311 9553 2172 6286
TTALY
1960  S426 264 5670 14285 S84 vee cees 534 11677
1973 4328 282 4610 17111 565 567 5742 1765 11691
1979 Sks56 515 5971 17113 683 413 7067 2485 10625
UNITED
KINGDOM
1961 7772 197 7969 13319 wéb
1973 8711 154 8865 13298 220 278 9363 1533 7901

1979 9380 302 9682 13499 293 315 10290 1975 6180

IR R RN REERENER XX NS



TABLE 2.2C : PRINCIPAL CHARACTERISTICS OF ACTIVITY OF THE POPULATION (THOUSANDS),

LCOX DG
MARRTED LABOGR AFTER
FEMALES ECONOMICALLY ACTIVE ECONCMICALLY INACTIVE FORCE STUDENTS HOUSEHGLD

occas- Seek-
ional
Un- Occupa- ing (Ex-
Bmployed Employed Total Totai tion. Work tended)

W.GERMANY
1973 Sh37 3 5469 990k 485 12 S966. vos 8849
1979 Skl 193 5637 9670 406 53 6096 55 7828
FRANCE
1973 L73k4 78 4812 7356 298 209 5319 6236
1979 5505 320 5825 6776 200 215 6as0 47 5384
ITALY
1973 2320 L8 2368 16987 429 240 3037 9610
1979 3467 125 3592 10658 507 216 4315 40 8963
UNITED
KINGDOM
1973 5873 83 5956 8152 15k 201 &3 6882
1979 6313 128 6440 7433 173 i82 67%¢ 38 5364
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RATIOS OF ACTIVITY BY AGE GROUPS(PER CENT, RESTRICTED CONCEPT)

96'6 9607 9605

IEE RN T ERERERENE NN R

TABLE 2.3 a :
HALE.‘ AGE GROUP,
T |i4-19 20-24 25-29 30-34 35-39 4O-#h U5-b9 50-54 55-59 60-64 65-69 70+
W.GERMANY
1960 72.1 90.5 96.1 98.3 97.7 97.1 96.0 94,0 88.5 714 3.1 15.2
1973 39.4 80.0 91.0 97.7 98.8 98.6 97.3 93.9 87.5 70.4 25.1 7.8
1979 3.2 78.5 87.1 96.3 97.9 97.9 9.5 93.7 83.9 S0.3 1.7 3.9
FRANCE
1960 49.8 84,6 97.0 96.3 98.0 97.3 97.1 941 85.8 7L.0 423 226
1973 25.7 829 95.9 .6 98.8 97.8 9%6.8 93.2 81.6 6l.1 22.5 5.8
1979  21.6  79.9 95.4 98.1 97.9 97.5 95.5 92.8 81.6 443 15.1 4.7
{
ITALY .
1960  65.6 76.8 95.8 97.9 97.b 96,3 95.2 93.1 86.6 614 39.7 20.0-
1973  26.8 66.9 89.5 95.7 95.7 94.3 91.9 86.8 7.9 419 164 3.5
1979 214 6.1, 87.9 4.3 94,7 94,3 92,0 87.2 71.2 .6 148 bS5
UNITED
KINGDOM
1961
1973 37.4 88,4 96.2 97.5 97.5 97.4  96.9 95.6 .92.1 8.1 28.8 7.7
1979  33.2  89.1 95.4 96.3 9h.0 90.7 4.3 19.2 5.l



H

TAELE 2.7%b: RATIOS OF ACTIVITY BY AGE GROUPS(PEZR CENT RESTRICTZD CONCEPT)

AGE GROUDP.,

TBMALES.  hu.19 20-24 25-29 30-34 35-39 4O-bb 45-kg 50-54 55-59 60-64 65-69 70+

{4 .GERMANY
1960  70.6 74.6 S1.0 Lk.0  Lh.6 43.6 40.3 6.5 3.8 15.9 1L.g b9
1973 7.3 68.0 53.5 45,8 us.k W63 48,2 L5.4 35.4 18,0 7.7 2.6
1979 7.0 69.4 60,1 S2.6 50.3 49.7 48,7 L3.% 7.6 1k.B b.s 1.6

Faancy
1960  43.1 68.3 49.5 146.0 bs5.2 46.6 S52.7 S52.2 45,7 8.3 23 93
1973 20.0 65.9 60.1 Sl.b  49.5 49,0 50.4 49,6 4.3 3.1 1l.2 2.9
1979  16.7 68.3. 68.5A 64.9 61.2 58.5 6.7 S2.3 451 23.3 8.l 2.3

ITALY
1960 U5,k 48.7 36,9 3M.0 .6 334 33.0 0.2 k.2 17.7 117 b7
1973 2.2 u2.6 33.1 28.2 27.3 26.5 25.6 23.3 13.C 7.3 2.8 0.7
1979  16.5. 46.6 46.6 0.3 6.4 2.8 3.1 27.5 18,9 &4 3.6 1.

UNITED
KINGDOM

1961
1973 33,9 60,2 44,5 bbb sk,3 60.6 62.4 S8.6 45,1 28.5 1i.1 2.6
1979 29.6 68.3 51.8 50.7 60.5 67.7 65.8 63.3 3.6 23.% | 6.6 1.5
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LABOUR FORCE AND POPULATION

TABLE 2.4a :

FRANCE.

ACTIVE
Males.  Ewp.  Unemp. EvU.
14-19 409 n 480
20-24 1240 120 1360
25-29 1866 72 1938
30-34 1968 Sh 2023
35-39 1411 39 1450
bo-bk 1433 ¥ WA
45-49 1488 55 1541
50-54 1389 50 1439
55-59 1150 46 1196
6064 b 12 326
65-69 157 .o 158
70 + 90 .e 91
TCTAL 12916 557 13473
Femaleq
14-19 255 124 379
20-24 1158 191 1349
25-29 1514 92 1406
20-34 1214 7 1285
35-39 817 b1 8s9
BO-lb 832 35 867 .
45-49 879 n 910
S0-54 798 33 8n
55=59 682 36 718
60-64 187 7 195
65-69 105 .e 106
70 + 71 .o n
TOTAL 8314 661 8975
UNEMPLOYED
FIRST JOB SEEKERS : M. 76

BY AGE AND SEX
1929

F. 115

INACTIVE
Seek-
ing
Work U+S.W.
23 9
19 139
10 82
3 57
2 bl
2 bl
3 56
4 54
6 52
3 15
78 635
54 178
5? 248
bl 136
b3 114
30 71
26 61
27 58
15 48
? L3
2 9
310 7

IXXEEEREREEE R EXE RS

LABOUR FORCE
(extended).
511 23.0
1392 81.8
1961 96.5
2035 98.7
1457 98.4
1478 98.0
1553 96.2
1449 93.4
1214 82.9
336 k5.7
169 16.1
103 5.4
13659 70.6
439 19.3
1424 72.1
1476 71.9
1351 68.0
913 65.0
922 62.2
968 60.3
869 Sh.7
753 7.3
206 2h .6
117 9.0
82 2.6
9518 44,8

POPULATION

2221
1702
2032

1481
1508
1614
1551
' 1465
736
1052
1914

19339

1975
2053
1987
1404
1482
1606
1588
1592
837
1302
3156

i 21255



TABLE 2.4b: LABOUR FORCE AND POPULATION

BY AGE AND SEX, 1979,

GERMANY
ACTIVE © INACTIVE LABOUR FORCE
Seek- (Exterded).
ing
Males. Eap. Unemp. EsU. Work UsS. W, Nos. X
14-19 929 39 68 5 Lk 977 3.5
20-24 1501 9 1539 1 50 1558 79.4
25-29 1622 43 1665 13 s6 1687 88.2
30-34 1758 27 1785 9 36 1797 9.9
35-39 2170 29 2199 9 38 2212 98.5
LOwith 2361 35 2396 10 45 2409 98.4
45-49 1829 2 18%1 ? 29 1860 97.0
50-54 1757 24 1781 ? N 1792 94,2
55-59 1263 24 1287 6 30 1208 84.6
60-64 460 1 W7 6 17 485 - 51.8
65-69 159 . 159 .o .o 184 13.5
70 + 93 . 93 .o . 124 5.2
TOTAL 15002 293 16195 84 377 16381 69.5
Females
14-19 751 50 802 5 55 809 27.2
20-24 1383 53 1438 13 66 1466 70.9
25-29 1146 st 1200 15 69 1253 62.8
30-34 911 38 949 6 L 1000 S5.4
35-39 1043 3h 1076 9 43 1159 84,2
Lo-44 1129 32 116 10 42 1247 53.4
45-49 909 2 930 ? 28 992 51.9
50~54 849 24 873 7 3n 971 46.0
55-59 793 28 820 8 36 875 40.1
60-64 198 5 203 3 8 226 18.5
65-69 91 .o or e . 112 5.5
70 + 65 .o 65 .o .o 87 2.1
TOTAL 9268 339 9607 8s L2y 10154 27.6
UNEMPLOYED

FIRST JOB SEEXERS Me 45
F. 65

Peses0teos0s0000000

POPULATION -

3103
1962
1913
1854
2246
2448
1918
1902
1534

937
1361
2388

23565

2975

1996
1805
2138
2335
911
2023
a8
1372
2034
4133



TABLE 2.4¢ ; LABOUR FORCE AND POPULATION

BY AGE AND SEX, 1979.

ITALY
ACTIVE,

Males. Bmp. Unemp.  B.+U,

14-19 71 120 592

20-24 897 181 1078

25-29 1427 99 1526
30-3+ 177 n 1805
35-39 1688 2 1709
LO-4h 1785 19 1804
45-b9 1691 19 1709
50-5% 1528 18 1545
55-59 1181 14 1195
60-64 375 . 377
65-69 188 .o 188

70 + 83 .o 83

TOTAL 13087 523 13610

Females

14-19 304 147 451
20-24 697 182 ‘879
25-29 786 88 87
30-34 781 36 18
35-39 663 15 678
LO-bk 617 19 636
45-49 584 b 598
50-54 510 9 520
55-59 340 4 3l
£0-64 96 .o 7
65-69 50 oe 50
70 + 2?7 .e -7/
TOTAL 5456 515 5971
UNEMPLOYED M 33

FIRST JOB SEEXERS F 359

PYYEXELEXEERE R R A A Ad

INACTIVE

Sesking
Work
49
63
%0
15
17
10
13
10
10

"
8
18

247

73
83

41
27
23
16
17

12

k13

265
148

LABOUR FORCE POPULATION
(Extended)
Nos. %._
673 24,3 2768
1182 70.3 1682
1601 92.2 1736
1876 98.0 1914
1775 98.3 1806
1870 97.8 1912
1793 96.5 1858
1632 92.1 1772
1284 76.5 1679
433 42.0 1030
251 19.8 1269
.13 7.7 1859
14515 68.2 21284
550 20.1 2737
1017 53.9 1887
989 S52.7 1876
925 U45.6 2028
772 hl.b4 1864
750 38.6 1942
702 36.6 1919
614 32.5 1888
b 22.8 1817
125 10.9 1151
84 6.0 1400
59 2.3 2573
7000 30.3 23084



INTITED KINGDOM

TABLE 2.4d :

LABOUR_FORCE AND POPULATION

BY AGE AND SEX, 1979.

INACTIVE

ACTIVE

4ales. Emp. Unemp. E.+U,
14=19 853 85 938
20-24 1674 104 1779
25-2¢ 1737 84 1821
30-3h 1896 68 1963
35-39 1592 50 1642
4Ol 1510 39 1550
45-49 1451 by 1495
S0-5k 1449 37 1486
55-59 1483 Lo 1523
60-64 916 3 951
65-69 242 b 245
70 + 102 . 103
TOTAL 14907 590 15497
Females.

14-19 734 67 801
20-24 1242 n 133
25-29 9ko 7 97?
30-34 997 26 1023
35-39 985 25 1010
4O-Lk 1033 20 1052
L5-49 1013 18 1030
50-54 1006 18 1025
55-59 937 17 954
60-6k 340 .o N3
65-69 102 e 102
70 «+ - S0 . 50
TOTAL 9380 302 9682
UNEMPLOYED M Sk

FIRST JOB SEEXERS F 46

Vomk ™8 y..5.u.
79 164
12 116

b 88
3 7
4 54
3 42
3 47
4 by
5 k5
9 43
8 12
3 3
137 727
88 155
37 108
81 78
47 73
30 55
20 Lo
15 33
15 33
13 30
7 7
315 617

IX T RSN RN N NN R RN

1071 3.9
1806 90.5
1833 9.0
1972 97.0
1650 97.2
1556 9.9
1499 96.6
1496 9k.6
1535 91.k
969 75.8
288 22.5
128 6.4
15802 73.7
951 35.1
1368 7.1
1042 55.3
1101 S54.5
1069 64,1
1095 70.4
1062 67.8
1056 65.2
986 54.8
6k 25.4
117 7.5
59 1.7
10268 bh.3

POPULATION

2826
1996
1909
2033
1698
1606
1552
1581
1679
1279
1278

21445

1924
1885
2020
1668
1554
1567
1619
1800
1432
1555

23180



HOUSEHOLDS :

TABLE 2,5a

NUMBER, SIZE AND ECONOMIC ACTIVITY.

GERMANY FRANCE ITALY U. K.
1970. 1975. 197 1971
Total Population (coo's) 60651 52656 54137 55506
Number of Households (oco's) 22009 17744 15981 18745
Average number of Members 2.73 2.88 3.35 2.90
Size Distribution:
1 Member 25.2 22.3 12.9 18.1
2 27.1 27.8 22.0 3.3
3 19.6 19.2 22,4 18.9
b+ 28.1 30.7 42,7 3.7
Distribution by number of
Economically Active (1)
0 0.9 25.3 22.3 20.4
1 50.8 38.8 48.9 38.9
2 30.4 29.6 2.7 29.7,
3 1.5 4.8 5.3 8.0
b+ 6.4 1.5 1.9 3.0
Note (1) - data for 1960 for Germany

Source : Eurostat - Censuses of Population.



AVERAGE NUMBER OF ECONOMICALLY ACTIVE AND DEPENDENCY RATIOS
FOR DIFFERENT HOUSEHOLD TYPES 1IN 1977

TABLE 2.5b

Household by
iype of Head.

Average Number of Economi-
cally active Members.

Dependency Ratio.

Germany |France ‘Italy U.K. Germany | France [Italy|U.K.
Head with principal occ: 1.61 1.64 1.50 1.78 0.88 0.95 1.37 0.88
- self employed 1.9%  1.85  1.61 1.74 0.76  0.81 1.26 0.97
- employee 1.56  1.59 1.46 1.79 0.90 0.9 1.b5 0.78
- family worker 2.15 1.81 1.87 .. 0.26  0.59 0.83 ..
Head with principal oce.
in Agriculture. 2.37 1.9 1.80 1.75 0.68  0.80 1.09 0.97
~ self employed 2.54 2.06 1.91 1.73 0.66 0.7t 0.9% 1.03
- employee 1.95 1.60 1.59 1.79 0.97  1.09  1.b3 0.87
- family worker 2.26 1.74 1.98 .. 0.23 0.63 0.91 ..
Head with principal occ.
in Industry. 1.62  1.64  1.49 1.83 0.9 1,07 1.42 0.8
- self employed 1.80  1.72  1.43 1.7b 0.92 1,00 1.59 1.07
- employee 1.61 1.63 1.50 1.83 0.9 1.08 1.39 0.8
- family worker 1.77 1.3 1.70 .. 0.57 0.62 , 0.91 ..
Head with principal occ.
in Services. 1.52 1.58  1.45 1.74 0.86 0.87  1.43 0.7
- self employed 1.73 1.70  1.52 1.74 0.76 0.81  1.3% 0.91
- employee 1.49 1.56 1.41 1.74 0.87 0.88 1.48 0.74
- family worker 2.00 1.9 1.89 .. 0.26 0.54 0.8 ..
Head Unemployed: 1.49 1,52  1.52 1.5 0.72  0.92 1.23 1.25
- formerly employed 1.52 1.52 1.54 1.59 0.73 0.92 1.34 1.21
- s.’kins first job 1.28 1.25 1.“8 1.51 o.p 0028 009". 1.1"
Head not Economically ‘
Active. 0.16 0.23 0.38 0.3 .e . .o
- ’t“dgnt. 0015 0016 0015 0058
- hm“ives O.}O 0.31 O.‘+2 o.}“ ce oe .o
- pensioners 0.16 0.21 0,36 0.20 .o ve ..
All Households 1.07 119  1.09 1.29 1.36 1.32 1.8  1.17

SOURCE : EUROSTAT.
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CHAPTER 3

Income Distribution in the United Kingdom

3 Introduction

This chapter discusses the distribution of personal income in the
United Kingdom. All of the information is presented in the tables and graphs
at the end of the chapter.l It is drawn entirely from official and published
sources, and hence takes no account of the issues of coverage of income and
transfers raised in Chapter 1,

One of the principal features of the U.K, partly reflected in the
aggregation of aéricultural land into large holdings and high population
density, is the almost total dependence of the majority of the population on
wage income and state transfers. After providing a brief outline of the
sources of household income, attention will be focussed on population and
economic activity. This reveals the division between the qroﬁps with earning
power and those who are dependent either on the state system of transfers
or on the members of the population with earning power. Employment patterns
and access to jobs thus become important questions for describing where
people can obtain wage income by supplying labour power. It needs necessarily
to be combined with én analysis of earnings to indicate the earnings power of
different membeg;.

People without jobs are dependent either on state transfers or private

-
transfers for means of subsistence. The first group we consider is the group
of people who wish to work but are unable to find jobg. These people either
receive unemployment benafit as a result of their contribution record during
previous employmént or fall back on non-contributory supplementary benefit

which is 'means-tested'. It is important therefore to have some idea about

1. Appendix 1, which also describes the main data sources.



the inCidence of unemployment and to discuss whether it arises from a weak
position to gain access to jobs or from a collapse in the number of johs to
which people have access. |
Other recipients of state benefits are likely to find themselves
excluded from the labour market for demographic or social reasons not directly
related to the labour market and access to jobs. Retirement pensions,
invalidity and disablement benefits and maternity benefits fall into this
category. These individuals may be more or less able to participate in the
labour market to obtain additional income and may find that their access to
jobs and income opportunities is restricted by the actions of those in the
labour market - for example, lowering retirement age 3s a method of job sharing
or regtricting re-employment after maternity. However, the state that they
find themselves in is not in general a consequence of actions by others in
the labour market., Some of these benefits are non-contributory but a number
of them are contributory, again depending on previous contribution records.
The two major non-contributory benefits are supplementary benefit and
family allowances (child benefit). These are paid to households, broadly
means-tested, and are methods of ensuring ‘adequate’ household income.' We
therefore consider the sources of income for households of different types
to assess the contribution of wage income and state transfers, and hence the
incidence of low incomes. The household, in the absence of direct earning
power or entitlement to state benefit, becomes the ultimate source of income
for many dependents in the population. Compared to primitive societieé,
developing countries, and developed countries with more extended social
relationships, the nuclear household formation in the U.K. makes tﬁis latter
form of income distribution absolutely crucial for many members of society.
Much of the discussion of the current distribution of income will be

based on data for 1981. This represents the most recent year for which 2



reasonably complete picture can be drawn. However, much of the interest

lies in the consequences of the recent recession for income distribution and,
in particular, for éifferent groups in the population. For the U.K, we have
chosen to make comparisons with 1973 (or 1971 if 1973 is not available) since
this reptesents.the previous peak in activity, pre-dates the major rises in
world oil prices and pre-dates the major contribution made by the extraction of
oil and gas to U.K. national income. Over the period 1973-1981, total output
increased by only 1% but, when oil and gas are excluded, it fell by over 3%,
Nevertheless, personal disposable income rose by 9% in real terms while

population was virtually unchanged.

3.£. The distribution of income

The growth in personal income per head in real terms was a little over
1% per vear. By making assumptions about how transfers, taxes and contributions
are allocated, it is possible to arrive at an estimate of per capita real
income for employees, self-employed and, by residual, the dependent population.
At 1930 prices, average personal income per head in 1981 was £2,800 ané hence
for a two adult, two children household, it was four times this at £11,200.
However, household incomes are not made up in this way nor is the distribution
of incomes normal. In 1978/79, the modal income after tax for tax units (one
or more per household) was just under £6,000 and, allowing for inflation,
this would give a modal value of around £€9,000 in 1981. Thus the distribution
is quite highly skewed, with many low incomes‘and a long tail of high incomes.

Employees in emplo;ment had average real disposable incomes of £4,623 in
1981, With an averége representation of one full time and one part-time adult,
household income from wage labour would on average be over £6,900,. Self-
employment incomes were on average higher, at £6,000 in 1980 prices. But the
dependent population, which includes children as well as pensioners and

housewives, received an average of only £1,360 at 1980 prices.



Thus, for a family with one full-time and one part-time employee and

two dependents, average incomes in 1981 (at 1980 prices) would be around

£9,500. In 1973, the comparable income would have been £8,400, 113% lower.

But we know that household incomes are not by any means the simple outcome of

such broad statuses of its members: children do not attract average dependent
incomes, only half the households with married women have a second incohe and
many households (mainly those with retired people) are wholly dependent.

While average personal disposable income has tisén by 9%, there has been
a marked shift in the disposable incomes realised by the self-employed and
dependent population, The self-employed have suffered a very large real cut
in disposable incﬁme whilst the dependent population have had an average gain
of nearly 40% in real terms. Employment yields an income which has grown
only slightly slower than average and hence the per capita income transfer
effect has mainly been from the self-employed to the dependent population.

But the numbers of the population in each category have also changed. There
are fewer employees and more self-employed and dependents. Thus, in aggregate,
the dependent population has gained at the expense of the self-employed and
the employed. But the state transfer system has worked to raise dependent
incomes at the expense of the self-employed and other non personal incomes
such as oil revenues and the internal redistribution within the households
(reflected in the fall in the number of employees and the rise in the number
of dependents) has been smaller in percentage terms. t

)

Table 3.2 shows the make-up of househocld incomes. Direct money incomes
provided 77% of income in 1981, a fall of 6 percentage points compared to 1973.
The cozrespopding increase was in current transfers, which increased as 2
share from 16% to 22%. Pensions and child benefit account for over 3 percentage
points and supplementary benefit and unemployment benefit for 1} points.

Taxes and contributions took over 2 percentage points'more in 1981 than

in 1973, which would seem to exacerbate the fall in the contribution of direct



inceme to disposable income. But that somewhat overstates the change since
child benefit was introduced in 1977 as an entitlement to all children and
replaced a system of family allowances where the allowance was clawed back
progressively through taxes at higher levels of income. Nevertheless, dis-
posable income has fallen by about 3% relative to gross incomes so that the
household sector as a whole has fared wofse in the recession than other
sectors.

Tables 3.3 and 3.4 indicate other aspects of government spending which
do not impinge directly on the calculation of disposable income. Expenditure
has risen substantially as a share of total product from 37% in 1973 to 51% in
1981. Nearly half this increase is accounted for by subsidies (reflected
mainly in lower prices) and current grants which would be included in
Tables 3.1 and 3.2. However, the remainder is accounted for by current
expenditure which has not been attributed to the personi} sector as imputed
income. With a growﬁh of household disposable income of 7% in the period,

Table 3.4 reveals that the return to the personal sector has come mainly in
terms of the health service, But the demographic structure has shifted in
composition towards the very young and the retired and hence needs have increased
dramatically. It is not then so apparent that there has been a substantial

gain in quality. A similar point can of course be made about education. In
addition, the incidence of benefits from government expenditure does not
evidently favour low income groups and that, combined with the regressive nature

of indirect taxation, tends overall to exacerbate the unequal distribution of

personal and household incomes.

3.2 Population, economic activity and employment

3.2.1. Population and economic activity
As we have noted ahove, the total population remained virtually unchanged
between 1973 and 1981. There had been some increase between 1971 and 1973,

amounting to 3%. The distribution of the population by economic status in



1971 and 1981 is compared in Table 3.5. The proportion of males economically

inactive increased from 39.2% to 40.7%. But this concealed a larger increase -

in the dependent population aged 15 and over. The proportion of retired

increased from 8.8% to 11.4% and other inactives from 1.5% to 2.7% while the

student population (in full time higher education) declined from 3.6% to 2.9%

and the proportion below the minimum school leaving age (15 in 1971 and 16 in

1981) fell from 25.3% to 23.8%. The corresponding decline in the proportion

. economically active also reveals an increase in‘dependents of working age as
the fall in the proportion in employment was from 57.5% to 53.4%, giving a

.rise in the proportion of unemployed from 3.3% to 5.98. Thus the number of

dependents of working age (excluding students) increased by 6.4% of the male

population. '
Among females, the proportion economically inactive fell from 66.9% to

62.8%, a rise in the proportion activa of 4% of the female population. There
was still a rise in the proportion retired, but the increase was much smaller

than for males for whom early retirement was far more common. The decline

in inactivity appears mainly among the category ‘other' and hence reflects
greater activity (3.1%) among housewives. The increase in the proportion
economically active was split evenly between employment and unemployment SO
that over the period, an additional 2.4% of the female population -had jobs at
the end of the period and 1.7% more of the population had moved into the labour
force but had not found jobs. A

Table 3.6 shows how economic activity rates had changed for males ahd
females. Over the age of 15 (thus excluding most of the effect of raising
the school leaving age in 1972/3), male activity rates declined for those aged
over 50, and the fall was proportionately greater for older age groups. Among
those aged 50-59, the propensity to be in the labour force was 4% iower but

among those aged 60-64, it was 20% lower and it halved for those aged 65 and

over. For those aged 50-59, the main cause is the expansion of occupational



pension schemes leading to voluntary early retirement. But for those aged
60 and over, early retirement schemes and the lack of jobs for old people in
the face of various youth schemeé suggests a much greater policy move to put

older people out of the economically active sector.

-

A similar pattern of change in activity rates is apparent for other
(single, widowed, divorced) women but the decline in propensity to be active
begins at age 25. To what extent this is a consequence of single parent
fertility, improved widows pensions and improved‘divorce laws, particularly as
regards maintenance and capital sharing, is not known.

All of the increase in activity rates, therefore, between 1971 and 1981 is
‘the result of the increase in participation by married women. Simila; decreases
are observed for those aged over the retirement age of 60 as for males and
other women but in each working age group there is an increase, from 15% among
those aged 16-19 to 34% among those aged 25-34. For those aged 35;49, the
increase in the propensity was 20% and it was still 14% for those aged 50-59.
Much of the increase among those aged 25-34 is accounted for by lower fertility
during the late 1960s and 1970s and also by the improved provision for return
to work after maternity leave -~ althoudh this has recently been made more
restrictive, But, for those aged 35-59, it is evident that there has been a
much greater propensity to return to work. A part of this may be accounted for
by the expansion of part-time employment opportunities during the 1970s,
particularly in the health and education sectors in the early 1970s. More
recent changes in activity rates have'been less dramatic but the evidence
suggests that activity rates of married women have continued to rise despite
the slowdown in the growth of jobs and hence at the same time leads to an |
increase in measured unemployment.

Although students have declined as a share of the population, Table 3.7
shows that for both males and females the proportion of the population aged

16~24 engaged in full-time higher education has increased. The increase is



quite small for males but large (a 10% increase in the propensity) for females.

Data on participation by specific age group is only available from the Census

of Population and hence only for 1971. It reveals, however, thatl females

who are not married have a higher propensity to remain in higher education,

partly because of the greater proportion continuing into teacher training.

In 1981, male unemployment rates were highest among the young and the old.

' I3
Since these are also the age groups with lower activity rates, the representation

of these groups in the employed labour force is very low. For females,

unemployment rates tend to decline with age. But they are still very high

among young people for whom activity rates are not so much lower than the

average, contrary te the case for men. Thus again population in employment is

concentrated among the prime working ages but, for women, as they get older,

they do not enter (or re-enter) the labour force and remain outside rather than

become classified'as unemployed. That is, their dependent status in relation

to the household is more apparent whilst for males the need to obtain wage

income means more compulsion to remain in the measured economically active,

Table 3.8 also shows employment status of the economically active. Of

those in employment, the vast majority of males are full-time employees (83%).

For other females, the proportion is similar at 76% although there are more
part-time employees (18%) rather than self-employed compared to males. However,

S0% of married females work part-time. Thus, although more males choose self-

employment, the vast majority are full-time employees., Other women are also
mainly full-time employees although more take- part-time jobs and more are

unemployed. Both these groups show a need for significant wage income, but

other women are less successful in drawing their full earning power. Married
women, however, mostly have part-time jobs or do not participate, thus demon-
strating that they rarely achieve their earning power. The facts that they work

part-time or do not claim to be unemployed do not necessarily mean that their

employment status is voluntarily chosen, anymore than it does for males.



The alification levels of the economically active in 1981 are showa in
Table 3.9. Only 11% of males have HNC/HND or higher and 35% have no qualification.
Activity rates are lowest for those with A or O levels but since these are
obtained at the end of secondary education, the lower activity rate is
probably accounted for by a higher proportion taking time off before beginning
paid.employment. Lower levels of qualification (CSE or none) do mean lower
activity rates but the remainder have very similar participation rates. However
rates do rise with the absence of qualifications, from 3% for those with high
levels to 17% for CSEs and 14% for none. Hence, although some without
qualifications do not enter the labour force, nearly all the rest do but
qualification level does have a marked effect on the propensity to be unemployed.
The burden of unemployment therefore falls on the least qualified. :

Females on average hold lower levels of qualification. 49% have none
and 77% have O levels or less. Activity rates do tend to be somewhat higher as
the qualification level increases but there is less disparity in unemployment
rates. They are higher fdr CSEs (15%) and none (10%) but many others e#perienced
rates of 7-9%. Thus, although there is a higher propensity to be economically
active at higher qualification levels, those qualifications do not provide the

same degree cf access to jobs as they do for males.

3.2.2. Employment

Table 3.10 shows how the number of jobs has changed between 1973 and‘1982.
Overall, there has been'a loss of 1} million jobs in the private sector,
equivalent to 8% of employment. In the public sector, tﬁe armed forces and
public corporations had lower employment levels in 1982 than in 1973 but overall
there were less jobs. The main sector to expand was Central Government. Up
to 1979, the increase of 666,000 jobs in the public sector had more than com-
pensated for the private sector decline but, in the last three years to 1982,
the cuts in local authority, public corporation and private sector jobs have

amounted to a loss of 1580000 jobs. But this reduction is heavily concentrated
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in manufacturing jobs where 1.4 million jobs were lost in the same period: the

public sector services declined a little (another 100,000 jobs) and hegce

the private services did little more than provide a steady number of jobs.

This lack of net employment creation suggests very limited re-—employment

opportunities for those losing their jobs.

In 1981, manufacturing accounted for only 27% of male jobs and 18% of

female jobs. Most females.were employed in services (including public services)

and distribution/hotels, a total of 62%. Male employment was more evenly

spread across the sectors, with roughly the same proportion in other services
as in metal using industries. Self employment accounts for only 7% of male

employment and is very significant in agriculture and construction, accounting

for 40 and 27% of sector employment respectively. Only 2% of females in

employment are self-employed and self-employment is most likely in the agri-
culture and distribution/hotel sectors. However, overall, it appears that
job losses in recent years will have fallen far more heavily on male employees.
The occupational distribution of employees is shown in Table 3.12.
For males, 60% are manual and 40% qon-manual whereas the proportions are
reversed for females. Noticeably, and bearing out the data on gualification,
males in both manual and non-manual occupations tend to be classed as ;ore
skilled. o
How this affects the industry composition of employment is seen in Table 3.13.
Higher qualified males (HNC/HND and above) are heavily represented in finance/
business services and other services. Trade apprentices are over-represented
in construction and metal using trades while those finishing with formal
qualifications up to ONC are over-represented in finance ‘business services
(where a minimum of O levels tends to be a condition of entry). Those with no
qualifications are most heavily represented in agriculture and least in
finance/business but they form 40-50% of employment in many sectors. The decline

in jobs therefore will, in the absence of differential job loss, have led to

job loss among skilled trade apprentices and those with no qualifications.



11

With thé exception of nursing and teaching qualifications (the related
activities are both classified to other services), none of the qualifigpations
above ONC/HND and A-level yield a concentration of female employment b; sector
or skill. Only in finance/business services are O and A level qualifications
concentrated, again because of entry requirements. In agriculture, extraction,
manufacturing and distribution, over half of the females employed have no
qualifications - over 60% in manufacturing. Service sectors may provide the
bulk of female employment opportunities but they are not so strikingly
unskilled jobs as the jobs provided in manufacturing and not markedly different
to the skill structure offered to males in services.

Thus, with the destruction of 1} million jobs in @anufacturing since 1979,
the incidence of job loss might be expected to have fallen most heavily on the
skilled manual males and the unqualified malés and females. That is, the job
loss points to a rapid rise in rates of 16 and 17 year olds with no prospect
of entry when they leave school and, because of the pattern of job loss,
reiatively little as they get older. If qualifications do act as a screen
to recruitment, the recent cohorts of school leavers who have not had a job
have lower prospects of getting one unless the pattern of job loss is
reversed. Their entitlement to social security is also relatively low and
this adds to the dependency burden placed on households.

Another qroup in the population who tend to experience above average
unemployment rates are the immigrant population. Among males, we see from
Table 3.14 that all but Africans of the non-whites have higher activity rates
but that all have higher unemployment rates, as high as 20% for West Indians
and Pakistani/Bangladeshi people. West Indians are concentrated in metal
using industries and transport, partly thereby explaining their high
unemployment rates. Pakistani/Bangladeshi immigrants are concentrated in
other manufacturing and distribution and hence, relative to white ethnic origin

groups, obviously bear a very disproportionate burden of unemployment. Indians,
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heavily represented in manufacturing and distribution, have a lower

unemployment rate, only 15%, while Africans and others, mainly in distribution;

have only a slightly higher unemployment rate.

Among females, West Indians have higher activity rates (nearly 50%

higher) whilst oﬁly 15% of Pakistani/Bangladeshi women are economically active.

All unemployment rates are higher than for groups of white ethnic origin and

it is amazing that it is highest for the group with only a 15% activity rate -

that is, only 12% of Pakistani/Bangladeshi women have jobs. West Indians are

over-represented in services but the Indian and pakistani/Bangladeshi women are

over-represented in manufacturing. (

Immigrants are therefore more likely to be found in manufacturing than in
services compared to those of white ethnic origin and this must to some extent
have exacerbated their experience of higher unemployment rates. Their generally
higher activity rates sujgest a greater need or desire to gain access to
employment but their higher unemployment rates tend to mean that anot signi-
ficantly higher proportion actually have jobs. Because female activity rates
are not generally higher but unemployment rates are, the income contriéutions
of females of non-white ethnic origin to their households will be lower than
for their white counterparts, even if they are able to gain access to the
same level of earnings.

Tables 3.15 and 3.16 look in more detail at the jobs filled by women and
how these have changed since 1973. Between 1973 and 1981, job loss exceeded
30% in metal manufacture, leather, textiles and clothing and was between
20-30% in another five indﬁstries. T™wo of these sectors are extremely
important for female manufacturing jobs; females occupy 76% of clothing jobs
and 46% of textiles jobs and shared the job loss equally with males. The
three industries where they suffered above average job loss (that is, where

their share of employment fell when total employment also fell) were instrument

engineering, electrical engineering and metal goods nes. The employment
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declines in these sectors varied from 16-21% and even the 7% loss of share
in electrical engineering would not mean as much proportionate job loss as
in textiles and clothing.

What is really noticeable is that in no manufacturing sector did the share
of female employment increase, despite employment declines in every sector.
Thus, in manufacturing, although the numerical effect on male employment was
far greater, the incidence of job loss fell more heavily on women. Outside
manufacturing, with the exception of agriculture, female employment opportunities
increased relative to those for males. In the three sectors where total
employment declined (construction, transport-and public administration), the
female share rose by 3 percentage points, thus increasing the incidence of
job loss among males. In the three sectors where total employment exp?nded
most rapidly {professional and scientific services, miscellaneous services and
insurance, finance and business services), females already in 1973 occupied over
50% of the jobs and as many as 67% in professional and scientific services
(which includes health and education). Increases in share in these sectors
ranged from i1-4 percentage points.

Tﬁus females suffered job loss disproportionately in the declining
manufacturing sector but compensating job gains in services meant that an overall
4{% fall in all jobs was offset by a 3} percentage point rise in female share.
Female jobs are now much more heavily concentrated in service industries than
in 1973 but overall there are more-or-less as many jobs. For males, however,
there are 8% fewer jobs overall and 21% fewer'jobs in manufacturing. Thus net
job losses for males in manufacturing have not been offset by any net increase
in net jobs in services.

Part-time employment for males is shown in Table 3.16 to have increased
somewhat for males frbm 5-6% of male employment. The increase in servises'is
much greater than in manufacturing and this compounds the impact of job loss

on potential access to earned income.
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For females, there has been a big increase in the share of part-time

employment from 36-41.5% of all female jobs. With no overall increase in the

share in manufacturing, all of this increase occurred in services and again

that means that full-time jobs lost in manufacturing were being replaced by

part-time jobs in services - even at the same hourly earnings rates, female

weekly earnings would fall. The main sectors to expand part-time employment

were distribution, insurance, professional and scientific services and

miscellaneous services.

d the share of part-time jobs
|

and others reduced it. Those where it increased markedly were shipbuilding,

fall

Within manufacturing, some sectors increase

leather and timber - but all of these sectors experienced at least 2 20%
in total employment, two had less than 20% of their workforce female, and
none is numerically significant in the provision of female jobs. Those sectors
where the share of part-time fell were electrical engineering and other manu-
facturing, both sectors where emplovment declines were not excessive (16 and
27% respectively) and where the share of female employment in total was guite
biqh {33 and 35% respectively in 1981).

Thus the loss of access to jobs, and hence to earned income, has fallen
more heavily on males than on females and on full-time rather than part-time
females. Without any changes in real rates of pay, this would mean a fall in
average real household incomes but because of the disproportionate effect on
different groups means also that the effect of job loss on hopsehold incomes

.o

will affect households differentially.

3.2.3 Hours of work

Another conseqguence of the recession on earnings is the reduétion in hours
of work, either through the elimination of overtime, increased short-time or more
part-time working. Table 3.17 shows how men, married women and other women
are distributed according to weekly hours. Two-thirds of men work between

35-40 hours per week and a further 26% work over 40 hours and hence are working
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overtime. Among other women, two-thirds also work between 35-40 hours per
week but more, as many as 21% work less than 30 hours - 10% work less than
16 hours.

Only 36% of married women work between 35-40 hours per week in eﬁgloyment.
As many only work in jobs for 9-24 hours per week. Of the 21%t working less than
16 hours, many are in cleaning jobs or service sectors and are restricted by
their employer to those hours so that the employers are not liable for national
insurance contributions. A further 19% work 17-24 hours and 12% work 25-30 hours:
‘a higher propor;iod 6f these will be in manufacturing, some working twilight
(early evening) shifts.

During the 1970s, normal (negotiated) weekly hours have changed little,
most'of the reductions in the U.K. occurring in the late 1950s and early 1960s -
there have in the last few years however been some reductions towards 39 hours
in manual occupations, particularly engineering. Throughout the period, non-
manual occupations have had lower weekly hours - for most of the period, weekly
hours were 37{ and may in some occupations have moved recently down to 35.

For manual occupations in manufacturing, this pattern of change in normal
hours is shown by Table 3.18. Normal hours fell by 7% between 1960 and 1966,
only by 2% up to 1981 but by a further 1% between 1981 and 1982. Since in
most negotiated wage agreements in the early 1960s hourly rates were i?creased
to offset the fall in weekly hours, these trends have had little impac€ on
earnings power in work. What is more interesting is how average hours have
changed relative to normal hours.

We see from Table 3.18 that average hours for operatives increased
relative to normal hours in the late 1960s by 3% (despite, or because of, the
reduction in employment), fell by 4% in the 1975/6 period and had not fallen
by 1979, being the same then relatively as they had been in 1968. But the
period 1979-81 saw a large drop of over 4%, mainly the result of a massive

increase in short-time working (as indeed had been the case in 1975), with some
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subsequent recovery in 1981 as employees on short time were made
redundant.

The detailed sectoral information reveals that the impact of the
recession began earliest and has been more severe in metal using industries -

indeed, the evidence for the whole period indicates that adjustment of hours

- was more fregquent in these industries. There is very little evidence of a

recovery of hours after 1975 and, in vehicles, the cut was 10% down on 1973

by 1981. In textiles and clothing, where employment loss has been grgatest.
hours appear not to have played a significant part either recently or in
earlier periods: overtime is less common and redundancy may have been preferred
( to short-time working.

There is little doubt from this evidence that even those operatives who
have managed to hold on to full-time jobs will have seen their weekly earnings
fall relative to hourly rates and that this effect will have been particularly
severe in metal using trades, capable of offsetting any real increase in

hourly basic rates of pay.

3.3 ‘Barnings of different groups in the labour force

We have seen so far that male full-time manual employees have suffered
most from job loss because of the loss of jobs in manufacturing. In Table 3.19,
we show how their hourly earnings have changed during the 1960s and 1970s.
Between 1955 and 1965, median hourly earnings increased at 3.1% per year.
Despite the incomes policies of the 1965-69 period and during the early 1970s,
median earnings grew even faster at a rate of 3.5% per year up to 1974.
However, since then, median earnings have not grown and in 1981 were 3% below
their peak level reached in 1975. The distribution of earnings remained
remarkably stable up to 1969, with the lowest decile point at 88-89t of median
earnings and the highest decile point at 111-112% of median earnings. With
lower and upper quartile points at 92 and 106% of median earnings, there was

little skewness in the distribution by industry. But, since 1969, initially
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with the wage explosion of 1969-70 hut again in 1975 and 1979, the dispersion ofA
the distribution has increased relative to the median. The lowest decile
point is now only 80% of the median and the lower quartile only 88% while the
upper quartile point is little changed at 108% but the highest decile point
has moved out to 121% of the meéian. Thus not only has the dispersion
increased but the tail of low earnings has increased.

This pattern of change paints a very gloomy picture for the earnings
in some industries: with average hours falling, median earnings unchanged in
real terms, industries with low relative earnings have been pushed into an
even worse position since 1975.
| Part of the explanation is provided hy Table 3.20. We see that ?aqes
councils, which provide statutory regulation for a minimum wage in a nimbher
of industries, did little more before 1975 than preserve the real value of wage
rates while the private sector voluntary agreements achieved an average annual
rate of increase since 1960 of 2% in basic rates. The relative decline is
as large for female rates as it is for male rates, although female rates
increased faster in both sectors from 1970 under the impetus of equal pay
(to be achieved by the beginning of 1976). But, after 1975, mainly between
1977 and 1979, wages council rates were givan a boost (a government policy
decision during the course of which they were freed from go;ernment restrictions
on increases) and voluntary agreement rates were held to no real increase.
Since 1979, real basic rates in these agreements have tended to decline.

It is not therefore a failure of Wages Councils to maintain their minimum
wage rates which has caused the widening dispersion and longer lower tail;.
it is the failure of voluntary agreements to achieve real rates of increase
since thedmid-1970$.

Between 1973 and 1981, weekly earnings of male full-time employees
increased by 220% for manual employ;es and 229% for non-manuals: these are

equivalent to real annual rates of increase of 0.5% and 1.2% per annum



18

respectively. By looking at the industrial distribution of earnings in 1973

and 1981 as shown in Table 3.21, we see that those industries where earnings

have declined relatively are all in the manufacturing sector, where job loss

has been greatest: vehicles and timber are the most extreme. The sectors
which have fared relatively well are finance, professional services and public

administration. It appears that male manual workers have been hit twice over

by the exposure of manufacturing to external competitioq,'once in terms of
job loss and second in terms of weekly earnings. However, despite these
changes, earnings were generally higher in manufacturing than in the larger
service industries.

A similar but less striking pattern of change appears for non-manual
employees. There are losses in manufacturing and not in services, However,
it is less evident that earning power is higher in manufacturing: onlylchemicals
gives a figure well ahove average in 1981} whereas most of the service sector,
excluding distribution and miscellaneous services, show above average earnings.

For females, the comparable information for full-time employees is given
in Table 3.22 and for part-time employees in Table 3.23. For full-time female
employees, earnings of manuals have tended to converge with relative falls in
high payers like vehicles and transport and increases in low payers like
distribution and miscellaneous services., However it remains true that on
-verage manual work attracts higher earnings in manufacturing than in services.
Yet again the reverse is true for non-manuals. But for non-manuals there is no
evideﬁce of convergence and evidence moreover of much wider differentials in
average earnings - from 75% of average in textiles and distribution (two

sizeable employers) to 118% in professional and scientific services (dominated
by health and education where equal pay was agreed way back in the 1960s).

The pattern of earnings for part-time employees is very similar to that
for full-time employees, as far as one can tell from the limited data. | Manu-

facturing still has higher weekly earnings than most service industries, with
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electrical engineering, clothing and paper, publishing and printing paying
20-30% above average. Finance and business services used to be quite low
relatively but have improv;d considerably. For non-manuals, the service
sector excluding distribution and miscellaneous services gives reasonable
earnings ~ the two ;xclusions are not low because of low weekly hours ;ince
hourly relativities are 76 and 91 respectively.

Relative earnings power of the different groups are summarised in
Tables 3.24 and 3.25. For male full-time employees, manufacturing yields the
highest weekly and hourly earnings for manuals, with the public services
being lowest, whilst the reverse is true for non-manuals, the public services
being highest and manufacturing and other sectors being fairly similar. Thus,
fof male full-time manual employees, jobs have been lost most heavily in those
sectors which give the highest earnings.

For female full-time employees, manufacturing produces the highest
earnings, albeit with longer hours, but there is no question that public
services is the place to be for non-manuals, giving 30% higher earnings at
shorter hours. Earnings power for part-time employees is very much higher in
manufacturing, but significantlf more hours are worked. Thus the loss of
manufacturing jobs held by female manual employees is a further loss tg
household income, even if they succeed in obtaining service sector jobé.
Howaver, the expansion of the public services, particularly in increasing the
number of part-time non-manual jobs, has created opportunities for women to
enter at attractive rates of pay.

Table 3.25 shows that it always pays to be non-manual on average (although
not for ever§ occupation), It is most true in public s2rvices and least so
for females in manufacturing but between 1973 and 1981 the differential has
generally widened in favour of the non-manual group. In terms of weekly

earnings, females on average do not have the earnings power of males - even in

the public services sector, the ratio is only 68% for manuals and 65% for
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non-manuals. The gap has closed in all sectors but it makes very little

impression.

Because of differences in hours worked, particularly through access to

overtime, the gap is less in terms of hourly earnings but this makes very

little impression on non-manual relativities and keeps those for manuals

between 67 and 78%.

A switch from full-time to part-time work by females will on average lead

to a cut of 50% or more in average weekly earnings and that effect has increased
in places since 1973, For manuals in all sectors and for non-manuals in

manufacturing, it is not only because of the cut in waekly hours involved but

also 2ither that the hourly rate is lower or the jobs for which there are part-

'
time opportunities are relatively poorly paid. It is evident therefore that

an expansion of part-time jobs pushes less income to the household sector than
an equivalent increase in full-time jobs, although in periods of expansion

it may increase household income in more households: in recession where jobs
are scarce, it will not necessarily have this latter effect.

Table 3.26 shows the age profile for weekly earnings. For male full-time
manual employees, peak earnings are reached petween the ages of 30 and SO after
w@ich they decline slightly to retirement. They are low up to age 20, being less
than half when aged under 18 and only two-thirds of peak earnings when 18-20, |
but rise as more apprenticeships are completed. Male non-manual employees have
a longer period of rising incomes and do not achieve peak earnings until age
40-49. Even by age 25-29, average earnings are only 75% of their peak.

For females, full-time earnings rise more slowly with age and peak earlier
for both manual and non-manual, at ages 25-29 and 30-39 respectively. Earnings
for those under 20 are not so low relatively as they are for men but thgt is
because they will rise less with age rather than their being higher when young.
There is very little age progression of earnings for part-time employees, at

least over the age of 21, There are far fewer promotion opportunities.
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In terms of weekly earnings, Table 3.27 shows that a switch from full-
time to part-time work by females is likely to cut weekly earnings hy more
than 50% at most ages. For manual employees, it is mainly the consequence of
lower hours although average hourly rates are 10-15% lower. But for.non-
manuals, the sacrifice even in terms of hourly rates is much greater where
the lack of progression among non-manuals working part-time shows up much more
starkly. Up to age 20, hourly rates are similar but they then fall relatively
by 25% by age 30-39. Thus even those who return to work after a reasonably
lengthy intermission are likely to experience much lower hourly tates.‘

Thus earnings have not shown any marked tendency to rise in real terms,
particularly in sectors exposed to competition. Furthermore, the restructuring
of employment opportunities, itself likely to have had a detrimental effect on
household incomes, has beeﬁ reinforced by relative levels and trends in pay
to reduce levels of household income by, on average, substituting relatively
low paid jobs or part-time jobs for jobs with higher weekly earnings. In this
recession, average earnings changes have reinforced the impact of job loss
in increasiﬁg dependency on transfers, either from the state or within the

household.

3.4 Flows in the labour market, labour turnover and new entry

The previous two sections have been concerned with employment and earnings.
They tell us something about who holds which jobs and what level of earnings
they are likely to attain in those jobs. 1In that sense, we learn something
about,access to income for those in and out of employment. What we would
also like to consider is access to different levels of income within tﬁe
employed population. To some extent we have already been able to point to age

and industry differences but access to those jobs with highest earnings is

generally the result of some process of mobility within the labour market.



Very little is known about flows into and out of the labour market, let

alone obout flows within the emploved sector. An attempt was made some years
ago to establish some kind of demographic accounts by Metcalf and Tarling in
a report to the Department of Employment. An extrast from that paper is
included in Appendix 3.2. Further work in this area has since been carried
out in the U.K, particularly at the Institute for Employment Research at
Warwick.

In the Metcalf/Tarling paper, a summary table (Table 1) shows the inflows
to employee johs in the years from 1955-1973. What it shows in this early
period is that, for males, inflows to emplovee jobs came fairly equally from
other jobs and from unemployment before 1966 with only 12% or so coming from
the previously inactive. But, after 1966, voluntary mobility direct from job
to job was very much lower. Recruitment to jobs declined and that had two
effects: firstly, there was much less direct job mobility and secondly: a lot
more of what happened passed through the unemployment register so that many more
voluntary quits experienced a spell of unemployment between jobs.

For females, there was no such indication of a drop in recruitment, only
a little compared with 1968/69. Direct job mobility was slightly reduced but
there was a rise in inflow§ from outside the labour force and no shift in the
level of flows to and from unemployment. This may indeed have reflected the
restructuring of jobs, the creation of more part-time opportunities, and lead
to a greater level of flows into and out of the labour force. It seems from
the evidence (p.6, Appendix 3.2) to be a response in inflows rather than
outflows. They were certainly a more important source of recruitment,
accounting for between 20 and 30% of naw recruits.,

There is very little direct evidence of a comparable nature for the
latter half of the 1970s and the early 1980s. All that is available is a few

years of length of service tables from the New Earnings Surveys which show a

drop in short service employment (presumed to be a fall in recruitment) between

4
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1976 and 1979 and an increase in average length of service of about a yéax
(from 10 tp 11 years in manufacturing) for males and much smaller increases
(if any) for females. Recruitment among females, however, also seems to have
declined. Thz athef source is the regular statistics collected by the
Department of Employment on labour turnover in manufacturing.

Table 3.28 shows the rates of engagement and leaving for men and women.
For men, the highest rate of recruitment was in 1969 at 2.65% per four week
period, equivalent to 34% per year, but its lowest was in 1981 {t 0.82% per four
week period, equivalent to only 11% per year. Rates of leaving fall within
the same range but they have never been so low, their minimum being 1.50% per
four week period in 1982, equivalent to 20% per year. Both engagement and
leaving rates are higher for females: the range for engagement rates is between
S5% per year in 1969 and 20% in 1981, with the leaving rate having a higher
minimum at 30% in 1982,

Graphs 3.1-3.3 give 2 clearer picture of what has been happening. In
graph 3.1, males and females are combined into a single engagement and leaving
rate. Up to 1979, they have a tendency to follow each other ana move éto-
cyclically, with the engagement rate showing the greater variation. This
behaviour is generally explained by the reinforcement of voluntary éuitting
by firms desires to lower recruitment rates and the greater numerical importance
o¢ voluntary quitting over redundancies in the leaving rate, where however
the two offset each other to dampen the variation. But throughout the period
since 1966, levels of turnover have been declining in trend terms along with
the collapse in employment. The very much greater fall in employment since
1979 has destroyed the old relationship. Recruitment has totally collapsed
and, along with it, there probably‘is very little voluntary mobility - the
consequence of.which is that employers could not reduce their employment levels
by cuts in recruitment and not replacing voluntary leavers but had to undertake
large-scale redundancies (for which 1981 was the peak year since 1966) which kept

up the leaving rate.



The rate of engagement for males and females is shown in Graph 3.2. They

follow 2ach other very closely and have shown similar proportxonate declines.

Since the mid-1970s, there has been a tendency tor female engagement rates to

fall before male engagementc rates which suggests that they are first in line

to be denied access to jobs. The leaving rates are shown on Graph 3.3. Again,

they follow each other quite closely although in recent years. particularly

1975 and 1980, the female leaving rate appears to have moved higher relative

to that for males suggesting that females may also be especially prone to job

loss in these periods and hence pe first targets for redundancy. Taking

together, the graphs show a collapse of recruitment and mobility and hence 2

greater need for those who recruit to call on the unemployed or inactive and

: Either

way, females appear to be in a weaker position than men, consistent with the

_for those who want to reduce their workforces to turn to redundancies.

fact that female jobs have been cut by more than male jobs in manufacturing.
Table 3.29 shows the industrial differences in engagement and leaving
rates for men and women. For men, industries have generally either cut back
on both recruitment and leaving relative to all manufacturing, presumabiy to
keep redundancies as low as possible, or have not found it necessary to cut
either us much as manufacturing in total. Some, however, have found it
necessary not only to cut recruitment relatively but also to increase the
leaving rate: these industries are chemicals, metal manufacture and metal
goods nes. Much the same is true for females, althoudh there has heen less
differeﬁtial movement in engagement rates and more differential movement in
leaving rates. Those industries which have lowered recruitment relatively
but increased leaving rates are food, electrical engineering, metal goods nes

and other manufacturing, all important sectors for female employment. The

two largest female employers, textiles and clothing, both kept their engagement

rate relatively high and have relatively high leaving rates.
i

This discussion tells us nothing about mobility within firms but there

has been a lot of case studjes cf internal mobility which do not sugqest qreater
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upward mobility. Indeed, the broad picture revealed is that there are
promotion bottlenacks caused by difficult redundancy decisions which have only
heen slightly eased by greater early retirement.

Broadly then, the evidence reveals considerably less labour turnover,
an increase in redundancies and hence an even greater reduction in voluntary
mobility. This is true for hoth males and females and suggests that this
aspect of labour market behaviour in recession will have compounded the
detrimental effect on household incomes. Not only have jobs become more scarce
and have lower weekly earnings attached to them, but individualé cannot seek
volunta:y mobility as a method of increasing earnings but must accept l?wer
real pay, unemployment or inactivity.

The final aspect in this section that we want to look at is entry to the
labour force and mobility patterns within the labour market. At Appendix 3.3,
we attach a note by Cripps and Tarling on mobility of labour during th; 1960s
based on a block of data made available on a once-off basis. The findings
of that paper were that disproportionately new entry of males was to distri-
bution, miscellaneous and financial services and manufacturing after which
individuals climbed a tree towards either engineering or public and professional
sectors. If that pattern had been maintained in the 1970s, there will have
been miuch frustrated mobility up one half of th2 tres towards engineering and
probably more people locked into their entry sectors in low paid services.

Females tended te.enter into services (miscellaneous, financial or
distribution) and aim towards engineering or food in manufacturing or finance/
transport or public/professional sectors. Again one half of{the tree has not
grown and some frustrated mobility will have remained in services or a higher
share will have pass;d‘;o the expanding sectors.

All we actually know for the late 1970s is the pattern of new entry for
YOUQQ pPeople in England and Wales in 1979, as shown in Table 3.30. This reveals
a very similar pattern of entry, disproportionate to manufacturing ana the two

service sectors, distribution and other services, compared to the structure
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of employment, This much has changed little but we also know that recruitment

levels, particularly of school leavers, has been more than halved

{judging by unemployment levels) in recent years. Perhaps the mobility

chains are still there, at least their access points, but the jobs even at
entry let alone further along the chains are not.

This, as we have remarked earlier, is a most disturbing aspect of the
recession. The.failure to provide enough jobs for the existing economically
active creates severe problems by blocking mobility chains and creating
disproportionate cuts in new entry jobs. Access to wage income through

employment opportunity is being denied to successive cohorts and that is a loss,

especially for the relatively unqualified, that they will have to bear throughout
their life. Not a very large proportion will be able to step onto the ladder
if an expansion comes hecause of later cohorts of new entry and blocked chains -~

the excluded cohorts will remain the last in the gqueue and their incomes will

be correspondingly restricted.

3.5 The incidence of unemployment

With the exception of 1973-74, unemployment levels have been rising in
the U.K. since the mid-1960s. Obviously more people have been affected by
unemployment but to what extent has it affected different people? Thé:e is an
abundant literature of the charqcteristics of the unemployed (recent afticlea
including those by Nickell in the Economic Journal and Stern and Smee in the
Department of Employment Gazette). These point to two significant features
of the unemployed; first, the differential incidence of unemployment
experience on groups in the labour market and, second, the repetition of spells
of unemployment. The repetition of spells means that some individuals bear
a disproportionate burden of unemployment and that, once unemployed, t?eir
probahility of becoming unemployed again is higher.

Table 3.31 brings together flows on and off the unemployment re§ister

in the period since the mid-1960s. The data exclude school leavers and thus
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'

refer oaly to those entering from jobs or from states of economic inactivity.
By comparing flows with the stock leQels, we can obtain some idea of the
average duration of uncomplefed spells of unemployment: in steady state, where
inflows equal outfléwé and inflows have the same average probability of re~
employment, average duration of uncompleted and completed spells are the same
and equal by identity to the ratio of stock to inflow or outflow. As an
approximation to this, we have calculated in Table 3.3l the ratio of stock

to outflow which measures the average duration of uncompleted spells, noting
however that this may differ markedly from the average duration of completed
spells,

The table shows that for males annual inflows to unemployment varied
between 2.2 million in 1979 and 3 million in 1969. The period 1967-1971 was
high, with inflows averaging nearly 3 million, levels which were only attained
again in 1974/5. The period 1978/9 was one of exceptionally low inflows and
in most other years inflows were around 2.6 million. This represents an
average probability of bscoming unemployed of 18%, varying therefore between
15 and 21% over the period. The avérage duration of uncompleted spell% however
has risen considerably, particularly since the mid-1970s. In 1982, it was
nearly 10 months after having been only 1.7 months in 1967. Furthermore, this
rise is not just a recent phenomenon: between-1967 and 1972, average duration
rose hy 70% before falling in 1973/4 by 25%. Thus, over the period, inflows
have occasionally helped to explain movements in the stock of male unemployed
but the most variable feature is the average duration of uncompleted spells.

It is worth noting at this point the enormous difference between average
durations of uncompleted and completed spells, particularly when the averag;
probability of re-employment falls sharply. If most of the outflow are people
who quite easily find new jobs, for example, after being made redundant,
but most of the inflow are those who cannot, we can get the sort of difference

observed in the winter of 1982/3. In an article in the Department of
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Employment Gazette (Augist 1983), Peter Hughes has produced some very

interesting material (we have drawn on that article for Charts 3.1, 3.2 and for

Tables 3.34 and 3.36). From Table 3.36, we see that in January 1983 to April

1983, for males and females together, the median duration of completed spells

is 14.3 weeks but the median duration of uncompleted spells is 34.1 weeks,

t
emained betwen 0.9 and

nearly 2} times as long.
For females, inflows to unemployment generally r

1.1 million from 1967 to 1979, a range of probability of becoming unemployed
of 10-12%8. Since then, the probability has risen to 15%. This is still a
lower figure than for males hut does not necessarily mean 3 lower probability
of losing a job since flows out of jobs by women will be divided between those
who become unemployed and those who leave the measured labour force. Further-
more, the recent rise in inflow .may only mean that job loss is now affecting
a higher proportion of women who will register as unemployed (and claim benefits)
rather than disappear from the labour force. It seems therefore as though the
inflows for females have been more stable than for males. Average duration of
uncompleted spells has, however, risen by proportionately the same amount as
for males: in the case of women, it has risen from 1.1 months to 6.4 months.

The relative stability of the inflow level suggests that the incidence of
unemployment across the population has not risen in proportion to the rise in
the levels of unemployﬁent but the fall in the probability of re-employment
robably means that there is less repetition of spalls and hence the spread of
incidence is greater than indicated by the variation in inflows. What is
undoubtedly the case is that a very high proportion of the unemployed are
eééériencing long spells and hence many will be in danger of using up their
entitlement to uﬂemployment benefit.

We see from Table 3.32 that the majority of men are seeking work because
of a previous dismissal; only 13% were voluntary-quits who had failed to go

directly into a new job. Amon3y married women, a quarter had previously been
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dismiss2d and the same proportion had quit voluntarily. But 28% wzre
seeking to return to work after a period of volungaty interruption. Other
women contain a higher proportion of first job seekers but still only 18%
were véluntary quits.

The main methods of seeking work for all the groups are ;htough the
employment serQice and by answering advertisements. Males and other meen
tend mostly to use the employment service, presumably because they are more
likely to be claiming benefit, whereas married women do more of their job
seeking from home through the newspapers.

Thus males have been more affected by dismissals and tend to fall back
on the employment service. Women are more likely to be new entrants or
returninq to work and vary their method more. To some extent, this different
behaviour may be explained by the qualific;tion level of the unemployed.

From Table 3.33, we see that those dismissed or made redundant are more likely
to have a lower level of qualification than average and that those voluntarily
quitting are more likely to have a higher qualification level. And the lower
the level of qualification attached to a job, the more likely it is that the
job will be advertised through the employment service.

An interesting excgption for both males and females is the experience of
those with trade apprenticeship. Because of the massive cutback in manufacﬁuring
employment, many more of these were dismissed or made redundant - it ig not
obvious that new jobs for them will be found through the employment service.

Charts 3.1 and 3.2 (taken from the Department of Employment Gazette,

August 1983) show the likelihood of becoming and of remaining unemployed in the
winter 1982/3. The likelihood of becoming unemployed is high mainly in Scotland
and coastal areas of‘Wales, the South-West, East Anglia and the East Midlands.

A low likelihood is reasonably frequent in London and the South-East and the
North of England. But the likelihood of remaining unemployed is very different,
In the North of Scotland, it is low as it is in Yorkshire. It is very high in

the Fast and West Midlands and parts of Wales.
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Areas in Scotland have a high probability of becoming unemployed but a

low one of remaining unemployed in specific areas = put that is probably

explained by outward migration of population. A convetrs:2 sase is the West

Midlands where the probability of becoming unemployed is low but that of

remaining unemployed is high. The area of London and the South-East is the

only one where it is generally the case that the probabilities of becoming and of
remaining unemployed are both low. A particularly interesting pair of cases

is East Anglia and the East Midlandg - both areas of very rapid expansion.

There are areas in each region where prospects are bleak and those wh2re

they are promising. What these two charts tell us is that the spatial distri-
bution of the incidence of becoming unemployed (who is affected) is quite

ng aayone is affected).
1
The figures may well be distorted by migration movements, with black areas in

different from the duration of unemployment spells {how lo

Chart 3.1 having net outward migration and black areas in Chart 3.2 having net
inward migration. It may therefore be difficult to translate these effects

of unemployment into effects on household income. But a corollary of that
would be that there is either a lowering of household incomes or a disruption
in household composition (and hence household earning power).

Table 3.34 shows that the outflows in the period October 1982 to April 1983
had a modal value for completed spells of around 13-26 weeks for all age.groups
but that the concentration in that modal group was less pronounced for older
age groups. There was also a second subsidiary mode for coﬁpleted spells of
2-4 weeks. The data in‘Table 3.35 for 1973 is not comparable in the sense that
it relates to the distribution of uncompleted spells. But, for this period,
that distr}bution is weighted away from the median‘uncompleted spell towards
the very short or very long durations. It is not surprising that it should be
weighted towards the very short duration since, in uncompleted spells, all
unemployed persons exparience a short spell: that however is not the case for

long duration spells. What is probably true for a comparison of the two tables
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is that the main change has been an absence recently of short completed spells
and many of these are now experiencing spells of up to 6 months.

Table 3.36 Qhows that the unemployment rates vary considerably by age.

For those under 20, it is around 25% but falls to around 9% for those aged
35-54 before rising again to 15% for those aged 60 and over. The probability
of becoming unemployed is strongly against the young: it is 17% for those under
18 {(nearly four times the average) but only 2% for those aged 35 and over.

The likelihood of remaining unemployed is also higher for the young but only
just under twice the avecage. It falls sharply at age 18-19 but then remains
fairly constant,unlike the probability of becoming unemployed, up to age 44,
after which it declines. |

The median duration of completed spells is quite short for the young, just
over half the average, and long for thosz ajed 60 and over (twice the average)
but is otherwise fairly undifferentiated by age. But the duration of pncompletgd

: i
spells is long for all age groups and rises quite significantly with age. Thus
the likelihood of becoming unemployed is disproportionately high for the
young but the likelihood of expesrienczing a long spell of unemployment rises
quite steeply with age,

The effect of the recession, as we have .seen, has been to increase markedly
the average duration of uncompleted spells of unemployment. Table 3.37 shows
how benefit entitlement has changed since 1971, Fewer are entitled to
supplements over the flat rate and many more, nearly twice as many as a pro-
portion (and hence very many more in numbers), are only entitled to supplementary
allowance. This is paid in general where there is no entitlement to flat £ate
benefit - at low levels of unemployment, this will mainly be those disqualified
from benefit because their initial entitlement is inadequate (e.g. an
insufficient contribution record) but at higher levels, as average duration

increase, it will more and more include those whose entitlement to unemployment

benefit has been used up.
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Table 3.38 shows the dependency circumstances of unemployed male

claimants by age. Most young people have no dependants but nearly 50% of all

those aged over 25 do, and 30% of those aged 25-34 have both an adult and child

dependent. But Table 3.39 reveals that only 40% of male claimants are entitled

to flat rate benefit (with or without supplements) and that the proportion with

no entitlement is at least 10% and rises with age. A remarkably high proportion

of the young (nearly two-thirds of males and females) are only entitled to

supplementary allowance, mainly because of the absence of any previous con-

tribution due to an inabilit} to have secured previous paid employment. But,
for males, 40-50% of those aged 20-54 are also only entitled to supplementary
allowance. For women, a higher proportion are entitled to flat rate benefit,
but that in part is explained because females are more likely to leave the

labour force when entitlement to flat rate benefit expires since they will not

be entitled to supplementary allowance because of household circumstances (e.g.

|

a husband working or already drawing benefit).
i

There are not very large differences in pbenefit entitlements across regions.
The only other notable feature of Table 3.40 is that the proportion of males
entitled to supplementary allowance only is higher in those regions where the
likelihood of remaining unemployed is also high as shown by Chart 3.2. Thus
the data show quite clearly the increasing dependency of the unemployed on the
supplementary benefit scheme rather than the unemployment benefit system.

Table 3.41 shows the real values of benefit since the Aid—19605. There
was some attempt to raise the real value of flat rate benefit in 1977 but nothing
has been done since: in real terms, the increase in flat rate benefit for a
single person and a person with an adult dependent is only 9% in nearly 16 years.
The earnings related supplement, payable for 26 weeks, made a significant
increase in Senefit entitlement to those who received it, raising benefit by
about 30% for.an average family. But its application was made more restrictive
by pushing back in time the earnings on which it was calculated and it has now

been abolished. ;
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In 1981, a single person could receive £20.65 per week, with supplements of
£12.75 for an adult dependent and £1.25 per child. Thus, for different types of
household, flat rate benefit varied between £20.65 and €35.90. At the expiry of
his eﬁtitlement, a period of 312 days, that person would switch to supplementary
allowance only. Por those without contributory benefit, the average amount of
weekly payments on supplementary allowances made in 1981 was £34.71. éut 10%
of males receive supplementary allowances even while they are receiving
unemployment benefit, at an average weekly rate of £19.88. Thus there are a
significant number of the unemployed who experience a drop in benefit entitlement

as duration of their spell increases.

3.6 Social security benefits

There are a very large number of benefits which can be claimed and they
are listed in Table 3.42. Those from retirement pensions to industrial death
benefit are all contributory through the National Insurance Scheme and the
remainder are non-contributory. Not all of the specific benefits are identified:
for example, there are attendance, mobility and invalidity care allowances
(which are non-contributory) and family allowances /child benefits also includes
a family income supplement paid up to some limit for the shortfall of actual
income compared with a prescribed amount. Supplemantary benefits are payable
in principle to all those not in remunerative full-time work but entitlément
is means~tested on household resources and paid to the head of the household,
generally the man.

Table 3.42 shows the breakdown of benefit expenditure in 1973 and 1981,
Retirement pensions account for around 50% of expenditure, the next highest
component being supplementary benefits at about 15%. Those categories where
expenditure has risen fastest are unemployment benefit, other non-contributory
benefit (mainly related to invalidity and disablement), invalidity benefit and

supplementary benefiés. Family allowances and child benefits have also risen but

this is overstated by the change from family allowances as part of the tax
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systems up to 1977 and uniform entitlement to child benefit since then.

The effect of the recession in raising expenditure on unemployment and

supplementary benefit is fairly evident in this table but the effects of more

low pay cannot be separated out. The only direct information available is

that on awards current for Family Income Supplement. In the last three months
of 1971, 67,000 families were in receipt: it was only fractionally higher at
the end of 1979 (76,000) but had risen markedly by the first quarter of 1982 when
137,000 families were in receipt. Evidence available suggests that ta}e-up
of this benefit was only about 50% in 1979 (similar to that in 1975) so that
it is possible that part of the recent increase may be exélained by increased
take-up following recent publicity campsigns.

For most contributory benefits, take-up is nearly 100% but only 70% of
those entitled-tb supplementary benefits take them up (65% pensioners and
78% for others) with a similar take-up for one parent benefit (Social Security
Statistics, 1982, p.261). |

T™wo specific rates give some indication of the national poverty line drawn
by benefit rates. These are the rates for supplemen.ary benefit and fami}y
income supplement. As of November 1982, supplementary benefit to a married
couple with two children was payable in the first year of claims at a weekly
rate of £59.29, rising to £69.80 in the second year, to which should be added
child benefit of £11.70 and a supplement for housing costs not covered‘by the
scale rate. For local authority tenants, the average supplement was £14.66;
for private tenants, £11.34; and, for owner-occupiers, €9.55 in December 1981.
Thus the long-term rate of supplementary benefit was between £91 and £96 per week.
Family income supplement was set with a prescribed amount of £91,50 with a
sugplement of up to £23.00 being paid in respect of one half of the short-fall
of income below the prescribed amount. The level of supplementary benefit
in fact is very similar to the second quintile point of the distribution of gross

normal weekly household income (€£91.83 in 1981, of which disposable income is

£€82.40).
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Téble 3.43 contains calculations of average amounts paid and weekly rates
payuble in 198). Note that a similar calculation to the one in the preceding
paragraph would yield a long-term entitlement to supplementary benefit in 1980
of around £75.80 per week. Generally, therefore, most benefits do not pay
supplementary benefit levels and need to be supplemented in the absence of
other household income. In that respect, most households who are dependent on
benefit will have to be exposed to a household means test in order to achieve
the national poverty line.

Average amounts paid are usually below weekly rates, particularly
unemployment and supplementary benefit. The reasons are numerous but are
generally because entitlement (or need) is only for a part of a year, as is the
case of unemployment benefit, or because few claimants have full entitlement,

!
as is necessarily the case for supplementary benefit. '

These tables show then that few benefits are self-contained, that few
households can depend'only on benefits withoit a means test for entitlement to

supplementary benefit, and that the levels of benefit households are allowed to

achieve are low in relation to what is generally obtained through wage employment.

3.7 Household incomes

In the previous sections, we have concentrated on economic activity,
earnings and benefits. All of this has had to be done at thé level of the
individual because that in general is how the information has been collected
(frequently, a byproduct of the administration). What we seek to do in this
section is to cast some light on how the aggregation of those individuals into
households combines to form the distribution of household incomes.

Table 3.44 shows the sources of aggregéte income for households in-t973-
aﬁd 1981, 1In 1973, 80% of income came from wages and salaries or self-
employment and 9% from social security benefits, the remaining 11% coming from
investments, annuities and imputed income/rent. But, by 1981, difect inéome

from wages and salaries and self-employment accounted for only 74% of total income,
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while social security benefits now contributed 13% and the residual items
13%. Thus the effect of the recession has been, on average, to switch the

source of income away from direct earned sources towards dependency on social

security, a switch of 4% or more of total income. The main loss of direct

income is in wage and salary income which fell by over 5 percentage pointsf
Assuming relative unit contributions from each source were unchanged, this

would mean that roughly one in 20 households had switched from wage and salary
income to dependency on social security as a result of the collapse of employment
opportunities since 1973. '

Although on average households derived 74% of total income from employment,
there is a considerable difference between households at different income levels.
Table 3.45 shows the composition of household income at different quintile
points of the distribution of households by gross income. The top 60% of
households obtain 10 or 11% of income from sources other than employment or
social security: the bottom 40% obtained more, 15-20%, mainly through annuities
and other pensions or imputed income/rent because of the density of pensioner
households in these groups.

The division of.income between employment income and social security
benefits is more or less reversed in the top 20% of households compared with
the bottom 20%. Income from employment rises from 6% to 86% of total income
between the lowest and highest quintile point while social security falls
from 78% to 3%. As noted before, many of the low income hous2hnlds are

_pensioner households and this gives rise to the relatively low level of total
income in the lowest quintile, only 28t of average. Comparing the second

with the highest quintile points, for which total income is 55% and Zoét
respectively of the average, the switch in income from employment is from 45%

tg 86% and in social security from 35% to 3%. The bottom two lines of the table
show that the tax system is somewhat progressive, improving the relative

incomes of the bottom 40% by 5% and lowering that of the top 20% to 10%;
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however, relative disposabie income at the second compared to the highest
quintile point only improves to 31% from a relativity for gross incomes of 27%.

Retired households, whether with one or two adults, take 90% of their
income from social security and have a relative disposable income of BQ or 408%.
But, as Table 3.46 shows, non-retired households: ganerally have 60—80%005 their
income from wages and salaries and only 5-25% from social security: the
presence of children in the household obviously has a marked effect on the
proportion of income derived from social security benefits.

Relative gross and diéposable incomes tend to rise by size of household and
this is not closely related to the split of income source betw:en employment
and sqcial security. Non-retired adult households on average receive only 9%
of income from social security and attain a relative disposable income of
only 66% of average: one man, one woman and two children households receive
7% of income from social security but an avetage relative disposable income of
114% of the average. It is predominantly the retired or single person or one
parent household which has low income: they are also heavily dependent on
5enefit but the retired are practically excluded from the labour market and the
single person households are mainly very young people with low earnings power
so thaé the most notable case is that of the one parent family.

Table 3.47 considers income according to the employment status of the
head of the household. The unemployed manuals have the highest depend;ncy on
social security and the lowest relative disposable income. Unemployed non-
manual household heads still derive 20% of income Erom.social security but also
30% from annuities and pensions (mainly occupational ones) and achiéve a much
higher relative income. For the employed, the difference between manual and
non-manual in the composition of income is very small and yet relative
disposable income in non—manu#l households is 35% higher. Nearly all of this
difference is therefore accounted for by earnings power in jobs and accords with

the non manual-manual differential observed in the earnings section.
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The occupation of the head of household makes a very large difference

to relative disposable income. Professional, technical, administrative,

managerial and teacher household heads are in households with income 50% above
average. Clerical and manual heads are in households with income between 10%
above and 20% below average. The bottom of the pile is the unskilled manual
head and for him there is a greater dependency on social security (17%
compared to 3% for higher occupations), mainly through child benefits and
family income supplements and less on wage income.

Increased participation by thé househoid in the labour market raises
the contribution of wage and salary income somewhat from 85% for one whrkez to
91% with three or more workers but the effect on disposable income is
enormous, an increase of 75%. The effect on household income of having a married
woman in the household who is also in employment is to raise average household
income by 20% where there are also children and by 37% when there are no
children. In households with dependent children, wage and salary income
contributes 8 percentage points more to income when the woman is working
than when she is not and she contributes 21% of that wage and salary income.

An offset is that social security brings in 4 percentage points less. But, in
the absence of dependent children, a working married women coatributes 31%

of wage and salary income and’raises the share of wage and salary income in
total by 18 percentage points: the offset in terms of lower social security

is greater, a loss of 8 percentage points.

Table 3.49 summarises the data in“Table 3.48 and also allows us t§ compare
the contribution of different members for different economic status of the
household head. The wife contributes most to total income in househglds where
the head is unemployed. In total, she contributes 21%, of which 14% is wage and
salary income which itself represents over a quarter of wage and salary income
of the household. In households where the head is self-employed or employed,

she contributes on average 16-19%, of which 11-13% is by wage and salary income,
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There are therefore not many households where the wife's wage and salary income.
makes a large enough contribution to create independence from the social
security net but sufficient to expect that denial of access to employment

for these women would have a significant effect on many household incomes.

One parent families were seen from Table 3.46 to be an important avea of
low income. Tables 3.50 and 3.51 provide more information for these households.
They are far more dependent on state benefits than are two parent families and
whare the single parent is a woman, the dependency is greater - nearly one~half
of these households deriving their income mainly from state benefits. Over the
19703, some mothers have decreased their participation in the labour market
from 51.5% to 48.7%, despite there having been a rise in the propensity to work
of married women with dependent children from 41.7% to 51.78.

Tne age of children makes a major differenceto the propensity to work.

For married women with dependent children under 5, 72% do not work, anq, of

the 28% who do, nearly four-fifths work part-ﬁime. When the children are over
S, ohly 34% are not working and nearly ona-third of those that do are working
full-time. Lone mothers have in both cases a lower propensity to be in
employment: for those with children under 5, 76% do not and, where the children
are 5 and over, 41% do not. However, a higher proportion, nearly a half in
both cases, of those that are working are doing so full-time.

This evidence suggests that low income families are mainly the retired,
the one parent families and those with unskilled manual haads of household.

In most cases, these households are also fairly heavily dependenﬁ on social

- Security benefits even to achieve the low levels of income they do receive.

The retired are mainly dependent on their state pensions and, because of the tax
system and job opportunities, generally cannot supplement total incomes with
wage income. The one parent families are eligible for quite low levels of
benefit, at best near the poverty line implied by supplementary benefit,

and find it very difficult to participate in the employment sector for wage income.
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.

For other households, the distribution of households by income is

governed mainly by the earning powar of those having access to jobs. Earnings

differentials dominate most other differences in household incomes but multiple

participation in the labour market can make a very large difference. However,
-time wage obtained by one member of the

i
@ worst

it is no substitute for a good full
household. Of those in employment, the unskilled manual heads are th

off. The loss of jobs in manufacturing and the restraint on real earnings in

the remaining jobs has done nothing to improve their position. Furthermore,
the growth of non-manual jobs has not provided substitute sources of earned
income for those who have lost jobs. Howsver one processes the information,
it is evident that recession has accentuated the inequalities in income
distribution between households, forced more households to be means-tested for

supplementary benefit and increased dependency on intra-household transfers.

3.8 A _summary

The impact of recession has been to destroy jobs, particularly of male
employees, and where new jobs have been created (or not lost) they have been
either part-time or at least not capable of generatiné the same level of
earnings. The effect on incomes of job loss has been compounded by very slow
growth (if any) in real earnings of those in employment 8o that'there have
been increased demands on the social security system for unemployment henefit,
for supplementary benefit and for family income supplements, The rise in
transfer expenditure, together with the decrease in the direct tax base, has
required an increase in effective levels of taxation, mitigated only by the use
of Sbsorption~of 0il aad Jas revenues not needed to sustain the trade deficits.
Nevertheless, thé effective tax rate has risen and this has increased the squeeze
on disposable incomes of low income families despite the overall rise in
personal sector disposable income.

The retired continue to form the bulk of low income families but it is

also evident that the one parent families and those where the household head is
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an unskilled manual are also low paid. One parent families are particularly
exposed because of the difficulty lone mothers have in participating in the
labour market and gaining access to wage income., The unskilled manuaﬁs are

low income groups mainly because their carnings power is low. But their lack

of qualification also exposas them to Jreater risk of unemploymeht and they have
had to face gzeqter job loss bacause of the decline of manufacturing jobs.

Job loss in manufacturing has been particularly severe because it has
reduced full-time jobs and, even though there has been an expansion of service
jobs, they are mainly part-time. Making matters worse, these new jobs do not
have the earnings power of lost jobs even if they were replacing full-time jobs
one for one, The Principal losers are those households with manual employees
who held jobs in manufacturing, particularly the unskilled. Not only have they
suffered the greatest loss of jobs but earnings in manufacturznq have risen
more slowly relative to other sectors and to non-manual earnings and weekly
hours have been reducad. Furthermore, those who have become unemployed f;om
these jobs are those for whom the current re-employment probability is lowest,

The possibilities for raising earnings by moving to oth2r johs are very
poor, particularly for those with currently low earnings. Recruitment has
fallen to very low levels and all most of the currently employed are concerned
about is retaining the job which they hold. Low recruitment and low job - to job
modbility creates enormous problems for the young and others seeking to re-
enter the labour market. The likelihood of the young becoming unemployed and of
remaining unemployed is weli above average and, particularly for the unqualified,
the prospects of ever getting onto a mobility chain leading to high paid
empioyment (whether internal or external to individual firms) are increasingly
unlikely. When, and if, any expansion of opportunities occurs, the young new
entrants then and the current frustrated voluntary mobility will make the
first gains and the excluded cohorts will find themselves having to enter
employment at low levels when they are much older, a disadvantage which they may

never overcome.
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The experience of unemployment in recent periods shows that some people

are continuing to be re-employed after quite short spells but, for the

majority of the unemployed, any spell of unemployment will be of long duration

and with no end in sight. Many therefore will remain unemployed, excluded from
job progression and accass to higher incomes, with declining expectations of
re-employment as they get older and are ‘marked’ by longer durations. For
them, the expectation is an expiry of entitlement to contributory unemployment
benefit and a dependence on means-tested non-contributory supplementary benefit.
Access to jobs is poor but access to benefits is by no means guaranteed.
And indeed benefits are not in general capable of matching earnings power,
either individually or even less for households. The declining access; to
employment, not on the evidence presented here a voluntary decision b; the
individual, means that more households will experience low incomes and will have
more dependants than previously. Those in secure employment will continue to
be untroubled by recession until the crisis of funding state transfers arrives
both for pensioners and tﬁe unemployed as the tax base shrinks. But more
families will find themselves pushed down at least to the supplementary benefit.
levels, and lower as intra-household transfers increase to reduce per capita
incomes within the low income héuseholds.: The 'poverty trap' forced by the
recession on different groups in the population is a more permanent threat

for these people than the artifact of the tax and benefit system applied to

‘representative! people and families.
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TABLE 3.1 : DISTRIBUTION CF PERSONAL INCOME IN U.K. 1973 & 1981

Total Population:

Gross personal income (£m)
Disposable income (£m)

Population (ooos)

Personal income per head (£ 1980)
Employees in employment:

Income from employment (£m)

Other income and transfers (£m)
Taxes and contributions (£m)
Disposable income (£m)

Esployees in employment (ooos)
Personal income per head (£ 1980)
Self Employment:

Income from self-employment (£m)
Other income and transfers (£m)
Taxes and contributions (£m)
Disposable income (£m)
Self-employed (oocos)

Personal income per head (£ 1980)
Dependent Population:

Income from transfers (£m)
Number (ocos)

Perzonal income per head (£ 1980)

973

63721

51980

2569

43786
1373
10110
35049
22664
4280

7255
123
1556

2032
7930

11184
31304

1981

219309
173973

146310
5549
Lokl
111435
21701
k623

18298
Sk2
h63h
14206

1360

% Change 1

o.m
8.8

4,2
8.0

b2
-23.8

2.9
37.7

- Source : National income and expenditure.

Note ¢ income from transfers = all current transfers

allowances and child benefit.

other income and transfers =

and transfers.

taxes and contributions =

from source.

and grants excluding family

per capita allocation of residual income

taxes allocated by incomes and contributions



TABLE 3.2 : INCOME OF HOUSEHOLDS, 1973 AND 1981

Share of total household % Change in real
Income income. value. (1)
1973 1981 1973-81
Direct Money Income :
Wages and salaries 66.1 62.7 b2
self-employment 10.0 6.8 -25.2
rent, dividend, interest 6.7 7.7 25.3
(total) (82.9) (77.2) (2.4)
Income in kind: 0.7 0.8 18.4
Current transfers: _
pensions from private schemes 5.5 6.4 28.0
state pensions 5.2 6.4 37.0
child benefit 0.6 1.7 203.8
supplementary benefit 1.2 2.1 90.4
unemployment benefit 0.3 0.9 258.4
other social security 1.6 2.0 33.5
other transfers 2.0 2.5 37.3
(total) (16.4) (22.0) (47.5)
Total household income: 100.0 100.0 9.9
UK taxes on income -12.9 -14.8 25.3
Social security contributions -3.2 -3.5 20.6
Private contributions -1.b4 -1.5 23.8
82.5 80.2 6.8

Total household disposable income

" Note : (1) deflated by implied deflator of consumers expenditure.

Source: UK National Income and Expenditure, 1983 Edition.




TABLE 3.3 : CURRENT ACCOUNT OF GENERAL GOVERNMENT 1973 & 1981

(as ¥ Of Gross Domestic Product)

Expenditure 1973 1981
Current expenditure on goods
and services 19.6 25.3
Non-trading capital consumption 0.8 0.9
Subsidies 2.2 2.8
Current grants to personal sector 9.8 14.8
Current grants paid abroad (net) 0.5 0.8
Debt interest 4,2 6.2
TOTAL 37.1 50.8




TABLE 3.4 : CURRENT EXPENDITURE ON GOODS AND SERVICES

BY GOVERNMENT, 1973 and 1981 (AT 1975 PRICES)

Real Current Expenditure (1975 Prices) % Change
1973 1981 1973 - 1981
Military defence . 5115 sk71 7.0
National health service 4265 5407 26.8
Education . 4585 5035 9,8
Other 6729 7566 12.4
TOTAL 20694 C 23479 13.5




TABLE 3.5 : POPULATION BY ECONOMIC STATUS, GREAT BRITAIN, 1971 & 1981.

(Distribution as ¥ of Population)

MALES. FEMALES,

Economic Status 1971 1981 1971 1981
Population . 100 100 100 100
Economically inactive 39.2 . 0.7 66.9 62.8

of which:

retired 8.8 11.4 11.0 11.9

student 3.6 2.9 3.0 2.4

aged under 15

or 16 (1) '25.3 23.8 22.7 2.3

Othe!' 1.5 2.7 w.} 27‘2
Economically active 60.8 59.3 33.1 . 37.2

of which:

in employment 57.5 53.4 31.5 33.9

unemployed 2.3 5.9 1.6 3.3

b(loi)’.e ¢ 15 in 1971 and 16 in 1981
1l

Source: 1971 Census of Popﬁlation
1981 OPCS Labour Force Survey




TARLE 3.6 :

ACTIVITY RATES IN GREAT BRITAIN BY AGE, SEX AND

MARTTAL STATUS, 1971 and 1981

(as ¥ of Population)

MALES MARRTED

Age -

Group 1971 1981 1971 1981 1971 1981
16-19 69.7 €8.6 41.6 47.8 65.6 63.6
20-24 89.9 90.3 45,7 55.6 81.2 81.7
25-34 97.5 97.2 38,4 51.3 80.8 76.0
35-49 98.9 96.9 56.0 67.5 80.2 76.6
50-59 96.2 92.4 50,4 57.7 71.0 65.7
60-64 86.6 69.6 25.2 23.2 33,7 23.6
65 and

over 19.4 10.5 6.5 4,7 6.3 3.3
All sges .
16 and 82.5 77.8 42,2 k9. b NN 43,7
over,




TABLE3,7 : PARTICIPATION IN HIGHER EDUCATION, GREAT BRITAIN, 1971 & 1981

FEMALES
1971 1981 1971 T 1981
Proportion of the population
aged 16-24 in higher
education. 19.1 19.4 16.6 - 18.0
Participation rates by age:
16 47.8 4L8.3 (48.8)
17 29.7 30.4 (31.9)
18 21.6 21.0 (24.1)
19 16.8 15.4 (20.0)
20 15.1 13.3 (20.2)
21-24 7.5 4.3 (10.5)
Source : Census of Population 1971

Labour Force Survey, OPCS, 1981.

Note : figures in brackets are for other (not married) women.



TABLE'é.B :  DISTRIBUTION OF THE ECONOMICALLY ACTIVE BY EMPLOYMENT
STATUS AND AGE, GREAT BRITAIN, 1981.

MEN MARRIED WOMEN OTHER WOMEN
Activity Uneiployment Activity |Unemployment{ Activity | Unemployme
rate % rate % rate % rate ¥ rate % rate %
Age
16-19 68.6 23.8 47.8 30.5 63.6 21.2
20-24 ’ 90.3 15.5 55.6 15.0 81.7 11.0
25-34 97.2 9.3 51.3 10.1 76.0 9.0
35-49 96.9 6.3 67.5 4.5 76.6 9.4
50‘59 920’" 703 5707 &03 6507 902
60-64 69.6 11.0 23.2 2.1 23.6 2.1
65 and over 10.5 3.2 4,7 2.6 3.3 Lk,s
all ages 77.8 9.9 Lo 4 6.8 43,7 12.7
Employment
Status.
In employment: 90.1 93.2 87.3
employees
- full time 7""07 3905 6607
- part time 2.3 L6.8 T 16.0
self employed | 11.1 5.4 2.b
Unemployed: .
- seeking work 9.l 6.3 11.6 _
- waiting to start 0.2 0.2 o.bk
- temp. sick 0.3 - 0.3 0.7
All economically
active 100 100 100

source : OPCS Labour Force Survey.



TABLE 3.9 : BCONOMICALLY ACTIVE PERSONS AGED 16-59 BY HIGHEST QUALIFICATION
GREAT BRITAIN 1981.

MEN WOMEN

Highest

Qualifa-

tion. % of all | Activity| Unemployment % of all Activity Unemployment

men rate % rate % women. rate % rate %

Degree 5.8 9.9 3.3 2.9 74.8 7.2
Profess-

ional inst. 2.9 98.4 2.6 0.5 78.1 2.2.
HNC/HND 2.3 97.0 3.1 0.3 80.7 3.8
Teaching

qual, 0.7 96.7 2.2 2.7 74,0 k1
Nursing

qual. 0.3 9709 303 . 3.‘4’ 7601 4.0
Trade app~

rentice 20.6 97.6 7.6 2.9 63.5 8.9

i ; ] ) B

(not compl.) 3.6 97.2 6.k 0.5 75.8 8.4
ONC,OND C & G 3.1 95.5 6.1 1.7 723 7.5
A Level 4,8 78,7 T3 k.o 61.1 8.8
0 Level or :

equivalent 8.7 81.7 9.6 15.7 66.6 8.5
CSE (< Grade 1) 3.0 91.5 16.8 ‘ Selt 69.9 4.8
Other 2.9 95.1 9.7 4.6 68.3 6.8
Still |

Studying 2.3 25.4 363 2.3 22.3 33.1
None 35.3 9.2 14,3 k9.0 57.7 9.9
Not Known 3.6 80.4 7.3 3.3 53,0 7.h.
A,ll Levels 100 90.3 10.0 100 61.7 9.2

Source: OPCS Labour Force Survey.



TABLE 3.10 :

DISTRIBUTION OF EMPLOYMENT BY BROAD SECTOR.

Sector,

Public
Period. Central Government. Local Public Private
H.M.Forces |Civilian | Authorities | Corporations | Total Sector
Share in total
(per cent) :
1973 1.b 6.5 11.5 7.5 27.1 72.9
1979 1.2 7.9 12.1 8.2 29.4 70.6
1981 p 8.4 12.3 7.7 29.8 70.2
1982 1.4 8.5 12.3 7.4 29.6 70.4
Changes (ocos)
1973-1979 =47 +%68 +170 +17% +666 -hos
1979-1981 +20 +20 - 9 -198 -252 -913
1981-1982 -10 -3 -35 -108 ~156 -232
1973 -1982 =37 +385 + -131 +258 «1550
Changes
(per cent)
1973-1979 -13.0 +22.5 +5.9 +9.3 +9.8 2.2
19?9“1981 + 6.1“ + 1.0 '301 ‘9.6 -3.“ ‘5.1
1981-1982 - 3,0 - 0.1 1.2 -5.8 2.2 -1l.4
1973-1982 -10,2 +23.5 41k -8.5

"6.9 +3.8




TABLE 3.11 : DISTRIBUTION OF EMPLOYMENT BY INDUSTRY AND THE INCIDENCE

OF SELF-EMPLOYMENT, GEEAT BRITAIN, 1981

INDUSTRY : ALL PERSONS IN EMPLOYMENT (¥) | SELF-EMPLOYED AS % OF TOTAL (1)
MALES FEMALES MALE FEMALE
Agriculture 3.4 1.1 ko,7 5.3
Energy % water L7 1.1 0.3 0.1

Minerals, Metals,

Chemicals : ' : 5.2 2.3 1.1 0.3
Metal using 16.5 6.6 1.8 0.2
Other manufacture 10.9 1.5 2.9 1.0
Construction 10.4 1.2 27.2 o.b
Distribution,

hotels 14.6 . 2k.2 11.3 k.9
Transport ' 8.6 2.9 6.5 0.5
Finance & business 6.7 8.8 8.7 2.2
Other services 16.9 38.2 2.7 1.9
All industries ‘ 100 100 7.4 1.9

(1) as per cent of total employment, male and female combined, in each industry.

Source : QPCS Labour Force Survey.




TABLE 3.12 : DISTRIBUTION OF EMPLOYMENT BY OCCUPATION

GREAT BRITAIN,1981.

ALL PERSONS IN EMPLOYMENT (PER CENT)

OCCUPATION

MALES FEMALES
Managerial ,professional 29.5 21.9
Clerical and related 6.1 30.4
Other non-manual 5.8 9.6
Craft and similar 27.3 5.0
General labourers 2.3 0.3
Other manual 27.6 3.7
A1l occupation ’ 100 100

SOURCE: OPCS Labour Force Survey.




All industries

TABLE 3.13 : DISTRIBUTION OF EMPLOYMENT (AGED 16-59) IN EACH INDUSTRY
BY QUALIFACTION - GREAT BRITAIN, 1981,
LEVEL OF QUALIFICATION.
Degree,Prof. | Teaching/| Trade ONC,OND , C+G CSE & None
HNC. HND. Nursing Apprenticeship | A & O Level Other
. Male:
Agriculture 3.8 0.2 8.6 15.3 9.5 62.1
Energy/water 12.1 0.2 30.6 9.1 Sllt L2,k
Extraction 11,k 0.3 23.8 13.3 5.7 45.5
Metal using 12.3 0.2 39.0 10.3 4.6 33.6
m:;acture 6.1 0.4 27.2 13.9 6.3 46.1
Construction 6.2 0.1 47,5 6.8 4,1 25.2
Distribution 5.6 0.3 24.7 19.0 9.3 k1,0
Transport 6.3 O.h 22.5 15.1 9.4 46,3 |
Finance 30.5 0.3 12,4 35.3 k.9 16.7
Other Services 26.2 5.7 16.2 21.1 6.7 24,2
All industries 12.7 1.2 26.8 15.7 6.4 37.3
Female:
Agriculture 1.1 4.3 L3 27.2 12,0 52.2
Energy/water 4.0 2.0 3.0 39.0 14.0 38.0
Extraction 2.9 1.4 2.9 23.0 13.4 56.9
Metal using 2.6 1.0 2.5 19.8 13.9 60.3
Other manufac-
ture 1.7 0.9 3.5 16.1 12.5 65.3
~ Construction 3.7 1.9 k.6 32.4 18.5 39.8
Distribution 1.6 1.8 3.5 21.7 13.1 58.3
Transport 2.3 2.3 1.9 31.5 15.6 - 45,9
Finance 5.3 1.3 2.2 50.7 15.4 25.2
Other services 8.3 18.0 4,5 21.5 8.7 39.0
4.8 7.8 3.6 23.9 11.6 48,3

SOURCE: Department of Employment Gazette, April 1983 (OPCS Labour Force Survey).



TABLE 3.14 : ECONOMIC ACTIVITY BY ETHNIC ORIGIN, GREAT BRITAIN, 1981.
ETHNIC ORIGIN,
NON-WHITE
WEST PAKISTAN
WHITE | INDIAN | INDIAN | BANGLADESH | AFRICAN | OTHER | NO REPLY | TOTAL
MALES:
% of population
(16 +) 95.3 0.9 1.2 0.5 0.1 0.9 (1.1) 100
Activity rate 77.7 88.1 82.5 85.8 60.8 68.5  (75.0) 77.8
Unemployment rate 9.7 20.6 15.4 20.L 11.0 14,2 (3.6) 9.9
Industry : . , '
Agriculture 3.6 - - 0.h4 0.4 (0.9) 3.l
Energy/water k.9 1.3 0.8 - 1.5 (1.4 4.7
Extraction 5.3 5.0 4.7 6.4 3.1 (1.4) 5.2
Metal using 16.4 27.4 24,4 15.2 16.8 (4.1) 16.5
Other manuf. 10.9 1.2 15.4 23.3 7.4 (3.2) 10.9
Construction 10.7 10.6 k.o - k.3 (2.8) 10.4
Distribution 14.5 10.9 21.1 29.7 27.0 (2.7) 14,6
Transport 8.5 18.0 11.3 11.9 9.5 (1.8) 8.6
Finance 6.8 3.2 6.5 4,0 7.5 (1.8) 6.7
Other services 17.2 11.3 10.8 7.3 20.1 (4.7) 16.9
FEMALES:
% of population
(16 +) 95.8 0.9 1.1 R 0.1 0.7 (1.1) 100
Activity rate b7.2 67.6 L8.1 15.5 40.5 48,5 (45.0) k7,2
Unemployment rate 8.7 14,5 17.7 19.0 10.3 15.3 (1.9) 8.9
Industry
Agriculture 1.1 - 0.5 - - (0.2) 1.1
energy/water 1.1 0.5 0.2 2.b 1.2 (=) 1.1
Extraction 2.3 0.7 3.2 b4 1.5 (0.7) 2.3
Metal using 6.6 7.8 12.0 12.0 5.6 (2.1) 6.6
Other manuf. 11.4 8.4 28.7 29.5 1.7 (1.9) 11.5
Construction 1.3 0.5 1.0 - 1.3 - 1.2
Distribution 4.6  10.2 20.9 1.7 26.7 (7.2) 24.2
Transport 2.8 5.7 4.2 - 2.9 (0.5) 2.9
Finance 8.9 6.3 7.7 10.7 3.7 (2.5) 8.6
Other services 38.4 57.7 21.8 29.2 8.9 (15.1) 38.2

Source :

OPCS Labour Force Survey.



TABLE 3.15 : PROPORTION OF FEMALE EMPLOYEES IN TOTAL BY SECTOR, 1973 & 1981,

Percentage Change in
total employment

| Proportion of

Lem_a_le_,i_-z_g@lox.ea.
1951

Sector 1973 - 1981 1973
Agriculture -12,5 26.6 24,5
Mining - 7. 3.9 S.b4
Food, drink, tobacco -13.7 ho,2 4o,2
Coal, + petr. products -30.6 10.9 10.7
Chemicals - 5.0 28.9 28.2
Metal manufacture -39.3 11.3 11.5
Mechanical engineering -19.8 15.7 15.5
Instrument engineering -16.4 36.0 33.9
Electrical engineering -15.8 4o.0 33.1
Shipbuilding <19.0 6.5 - 7.5
Vehicles 24,3 12.3 11.8
Metal goods nes ~21.1 29.5 25.4
Textiles -4k, 0 45.9 k6.0
Leather ~32.0 L3 4 k3,1
Clothing -36.5 75.9 75.9
Bricks, pottery, etc. -28.7 21.4 2.9
Timber, furniture, etc. -2b.7 19.1 20.2
Paper, print, publ. -10.6 32,7 22.3
Other manufacturing -27.1 36.5 34.7
Comstruction -19.8 6.9 10.5
Gas, electricity, water + 1.1 17.6 -19.9
Transport and communication - 5.6 17.0 19.9
Distributive trades + 1.0 55.1 5545
Insurance, etc. +25.6 51.7 52.6
Professional + sc. services +14.3 66.7 68.8
Miscellansous services +20,2 SS.4 59.2
Public Admin. + defence - 0.8 3545 38.1
All industries and services - 4,5 29.2 b2,7
All manufacturing -22.8 30.2 28.6

Source : Department of Employment, Census of Employment.



TABLE 3,16 : PROPORTION OF EMPLOYEES WORKING PART-TIME, BY SECTOR, 1973 & 1981.

SECTOR FEMALES
1973 1981 1973 1981
Agriculture 11.6 12.5 42,0 b
Mining 0.1 0.3 19.3 22.2
Food, drink, tobacco 2.5 2.1 33.7 33.7
Coal + petr. products 0.3 .o 15.9 .e
Chemicals 0.8 0.7 2.1 17.5
Metal manufacture 0.5 0.7 20.2 19.4
Mechanical engineering 1.0 0.9 18.9 20.0
Instrument engineering 1.6 2.2 20.4 20.0
Electrical engineering 0.8 1.1 23.1 17.3
Shipbuilding O.k 0.7 21.5 27.3
Vehicles 0.4 0.k 13.3 11.3
Metal goods nes 2.0 1.8 4.8 24.8
Textiles 2.3 2.2 17.9 18.3
Leather k.0 6.2 22.2 30.8
Clothing 3.6 4,5 14.5 16.5
Bricks, pottery, etc. 1.1 1.2 17.5 16.7
Timber, furniture, etc. 1.9 2.3 21.6 26.7
Paper, print, publ. 3.5 4,0 21.6 22.9
Other manufacturing 1.7 1.8 27.4 23.6
Construction 0.9 1.6 32.4 ko,5
Gas, electricity, water 0.3 .o 20.8 20.3
Transport + comm, 2.1 2.2 20.1 20.6
Distributive trades 10.3 11.3 Lk ,9 51.0
Insurance, etc. 5.9 7.5 26.2 30.8
Professional + sc. services 14.0 ‘12.6 bi,5 48.8
' Miscellaneous services 17.8 20.1 50.9 59.9
Public Admin. + defence 4.5 L 26.6 LR
All industries and services k.9 5.9 36.0 h.s
A1l manufacturing 1.4 1.5 21.8 21.6

Source : Department of Employment, Census of Employment.



TABLE 3,17 : DISTRIBUTION OF EMPLOYMENT BY HOURS WORKED PER WEEK,

GREAT BRITAIN, 1281
% of all persons in employment

Hours worked Men Married women Other women

l et 8 0.6 6.6 5.1

9 "16 007 1502 "'08
17 -24 0.8 19.1 5.4
25 -%0 1.6 | 12.2 5.9
31-34 0.9 3.0 2.7
35 -40 62.8 36.0 66.1
41 -60 22.5 3.2 5.9
61 + k.0 1.1 0.8
All Hours 100 100 100

Source : OPCS Labour Force Survey



TABLE 3,18 : AVERAGE AND NORMAL WEEKLY HOURS WORKED PER OPERATIVE IN

MANUFACTURING INDUSTRY, 1960 - 1982

(indices : average 1962 = 100)

muﬁ%mmc RATIO OF AVERAGE TO NORMAL HOTURS
Ave.Hours |[Normal
per Weekly All Engineering Textiles, Food ,drink,
Year | Operative | Hours Manufacturing | & Metals. Vehicles | Clothing. Tobacco.
1960 | .102.4 103.1 99.3 100.7 100.7 100.6 98.6
1961 | 101.0 100.9 100.1 101.1 100.4 100.9 99.9
1962 | 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1963 9.9 100,0 99.9 99.6 100.2 100.6 100.4
1964 | 100.7 9.5 101.2 100.9 101.0 101.6 101.5
1965 9.4 97.6 101.8 102.0 101.5 101.7 102.6
1966 97.8 95.8 102.1 101.8 100.0 102.1 103.7
1967 97.1 95.5 101.7 101.2 100.2 101.6 103.8
1968 97.9 95.5 102.5 101.7 101.8 103.5 104,1
1969 98.0 95.3 102.8 102.2 102.3 103.3 104.2
1970 97.0 95.0 102.1 100.9 100.2 102.8 103.6
1971 95.1 9.8 100.3 98.1 97.9 102.1 102.7
1972 9k.7 k.3 100.4 97.3 97.5 101.4 102.8
1973 9.5 9.3 102.3 99.7 99.9 1 102.5 103.7
1974 93.8 9,3 99.5 97.1 9.4 100.5 102.9
1975 92.8 9.3 98.4 95.9 97.2 99.k4 101.4
1976 93.0 9.3 98.6 95.9 97.7 99.5 100.2
1977 93.7 9.3 9.4 9.5 97.9 99.7 101.6
1978 93.5 9k.1 9.4 9.5 96.8 9.7 101.6
1979 93.4 94,1 99.3 9.0 97.4 99.5 101.9
1980 90.3 94,1 96.0 93.0 91.h 95.4 100.5
1981 89.1 93.9 4.9 91.9 89.9 97.0 99.7
1982 90.7 92.9 97.6 95.5 93.2 99.2 99.9

Source : Department of Employment.



TABLE 3.19 : AVERAGE HOURLY EARNINGS OF MALE FULL-TIME MANUAL WORKERS
(DE_October Enquiry)
FOR 75 TNDUSTRIES

ocT. MEDIAN DISTRIBUTION RELATIVE TO MEDIAN (= 100 )
EACH Penca per 1970 Lowest Lower Upper Highest
YBEAR Hour Prices decile quartile quartile - decile
1955 22.55 37.58 87 92 106 112
1956 24,35 39.09 86 9 105 109
1957 25.71 39.55 88 93 106 1
1958 26.54 39.97 88 92 106 phhl
1959 27.46 41,42 88 93 106 110
1960 29.96 b4, 32 87 N 107 110
1961 31.75 45,23 89 9N 106 111
1962 32.88 45,48 90 b 107 113
1963 34,49 46.61 89 9k 106 114
1964 37.38 48,55 88 93 105 112
1965 41,33 51.21 86 9 105 110
1966 43,54 52.02 88 92 106 12
1967 45,54 53.33 88 92 106 112
1968 48.63 53.91 87 93 107 1
1969 52.25 55.00 88 94 107 13
1970 60.54 59.35 86 )1 106 114
1971 68.23 61.14 84 90 106 115
1972 77.98 64.82 84 90 107 ns3
1973 87.73 66.36 84 92 108 13
1974 107.79 69.59 8s 90 106 111
1975 136.31 69.94 80 89 107 113
1976 149.89 67.00 83 89 108 113
1977 164.28 64 .40 82 90 104 110
1978 187.85 68.28 83 - 90 108 112
1979 220.67 68.47 83 89 106 15
1980 258.50 69.49 80 87 107 118
1981 281.71 67.80 80 88 108 121
Source : October Earnings Enquiries, Department of Employment Gazette.



TABLE 3.20 : WAGE RATES AGREED IN NATIONAL AGREEMENTS

(Indexes 1970 = 100, at 1970 Prices)

MALES - LOW SKILL GRADES FEMALES
YEAR
waaEs cooncws‘®| orme (2 waces comvems™® | ommr™
1960 98 89 9k 88
1965 101 92 98 92
1970 100 100 100 100
971 99 104 103 | 106
1972 102 111 | 110 112
1973 105 111 116 118
1974 102 110 117 121
1975 103 117 121 138
1976 118 120 ' 144 140
1977 14 112 138 1R
1978 19 1k 1:43 134
1979 12k 15 148 135
1980 127 116 150 135
1981 126 115 ‘ 150 1=
— 12 1 148 1%

NOTES: number of agreements included (1) =27 : (2)= 63 : (3) =29 : (W)= 43
SOURCE: Department of Employment. )



TABLE 3.21 : AVERAGE WEEKLY EARNINGS OF MALE FULL-TIME EMPLOYEES BY INDUSTRY,

GREAT BRITAIN, 1973, and 1981.

(indices relative to all industries and services = 100)

INDUSTRY MANUAL NON-MANUAL
1973 1981 1973 1981

Agriculture 77 77 .o 79
Mining 104 127 . 120
Food, drink, tobacce 102 107 99 101
Coal, petr. prod. 111 132 .o ve
Chemicals 104 109 110 110
Metal manufacturing 107 107 9k ol
Mechanical engineering 103 100 96 97
Instrument engineering 95 96 . e 98
Electrical engineering 101 97 104 99
Shipbuilding 110 111 .e 100
Vehicles 116 104 103 99
Metal goods nes 101 g5 98 9k
Textiles 92 88 .o ok
Clothing 87 84 .o .o
Bricks, pottery, etc. 106 104 .e 93
Timber, furniture 100 90 .e 92
Paper, print, publ. 116 116 107 103
Other wanufacturing 102 95 .o 89
Construction 105 99 101 93
Gas, electricity, water 103 117 99 110
Transport 106 106 102 104
Distribution 8s 87 85 84
Finance, business 87 104 114 113
Prof. scient. service 79 87 103 105
Miscellaneous services 8o 8L 89 88
Public administration 82 90 98 101
All industries 100 100 100 100
Index 1973 = 100 100 320 100 339

Source : Department of Employment, New Earnings Survey.



TABLE 3.22: AVERAGE WEEKLY EARNINGS OF FEMALE FULL-TIME EMPLOYEES BY INDUSTRY

GREAT ERITAIN, 1973 and 1981.

(indices relative to all industries and services = 100)

INDUSTRY MANUAL NON-MANUAL

1973 1981 1973 1981
Food, drink, tobacco 108 108 89 %
Chemicals 105 107 95 101
Metal Manufacturing " ee 104 86 86
Mechanical engineering 110 110 83 84
Instrument engineering 104 104 . 89
Electrical engineering 109 108 . 91 92
Vehicles 127 121 95 9%
Metal goods nes. 9 101 83 82
Textiles 101 93 8o 75
Clothing % 9 . .
Bricks, Pottery, etc. 101 103 .e 86
Timber, furniture .o 104 .o 79
Paper, print, publ. 107 112 99 100
Other manufacturing 101 95 84 8l
Construction .o .o 85 83
Gas, electricity, water .o .e 103 105
Transport 139 132 104 101
Distribution 87 93 75 76
Finance, business .o .e 100 97
Prof. scient. service 93 9% 119 118
Miscellaneous service 8s 89 9k 97
Public administration 111 108 107 100
All industries 100 100 100 100
Index 1973 = 100 100 378 100 91

Source : Department of Employment New Earnings Survey.















































































































































































































































































































































































































































































































