Background Material relevant to group 9

Extracts from Anton Kunst’s Comments on ESeC

1. Conceptual basis of the ESEC scheme

What we would need is:

A brief description of the theoretical basis of the ESEC scheme of about a ½ page. The available descriptions may at some place be difficult to follow for a non-sociological audience. It would be nice to have a standard short text on its conceptual basis and derivation, to which all ESEC project partners agree.

A concrete list of employment relationship (ER) characteristics that the ESEC scheme is supposed to capture. This would help lay persons to get a concrete idea of what the ESEC is about. Unfortunately, different lists of ER items are presented in different papers, and sometimes the emphasis seems to be given to some ER characteristic over other ER characteristics. I feel that the list of four types of ER characteristics used by the German team was most useful for understanding the job characteristics that ESEC classes are supposed to differentiate.

An introduction to the 9 social classes distinguished in the ESEC scheme. Why are nine groups distinguished a priori? It should be explained why the ESEC scheme is not simply based on the type of cluster analyses such as those performed by the French team, in which classes can have been “produced” empirically. It needs to be clarified, for example, that an a priori distinction is made between technical and non-technical occupations. These decisions are not only based on ER characteristics, but also on some other implicit considerations. Can these considerations be made more explicit?

A clear explanation of the distinctive nature of ESEC classes as opposed to groups defined in terms of educational level or income level. I understand that the basic difference is that ESEC classes are formed on the basis of occupations that people have (not their educational or income level) and that the key characteristics of occupations are related to ER (and not to educational qualifications required for an occupation, nor to wages be gained). It should be recognized, however, that some of the relevant ER characteristics are closely related to job skills and human assets, which are in turn related to educational qualifications. Similarly, ESEC looks at employment contracts and long-term benefits, which often are highly correlated with wage levels. These distinctions may need further clarification to a lay reader.

Extracts from Nick Tilkidjiev’s Comments

(While accepting that skill has no part in the conception of ESeC), we know that in reality all is mixed and complicated and it would be better to search such a combination of research criteria in order to catch in the classification most relevant cases. Following my experience, I think it is not so crucially controversial to combine those two criteria. I am almost sure that a lot of social structure or stratification researchers in post-communist Eastern Europe would insist to apply the criterion of the skill or qualification in order to distinct significant differences of social positions within the large categories. And it could be not just because they are accustomed to use this criterion before, but because it works when one analyzes data from different representative surveys. It is quite obvious when a researcher can try to distinguish some categories which accumulate significant different levels of education, incomes, poverty, economic attitudes, cultural preferences and even political orientations. For example, among workers there is a very clear distinction between ‘Skilled workers and technicians, incl. supervisors at a primary level’ and all others ‘Semi-skilled and unskilled workers’. It is clear for Bulgaria, but I am sure the same is true in other post-communist European countries, following publications and reports of colleagues. The situation is similar when we have to distinguish subcategories among other large categories, like professionals, administrative employees, etc.
On Class and Skills in ESEC

Robert Erikson

In our work with ESEC we have consistently been reminded only to consider employment relations in our efforts to decide where to place occupational categories in the class schema. This consistency is based on John Goldthorpe’s work on the theory of social classes, as recently expounded in ‘Social Class and the Differentiation of Employment Contracts’ (Goldthorpe 2000). No one has questioned the importance of employment relations, while an issue of some controversy has been the role of skills in the assignment of occupations to classes. The importance of skills for employment relations is emphasised in a newly written paper by Michael Tåhlin (2005). Reading it has inspired me to raise the issue again, in this eleventh hour of the ESEC project.

We all know that there is a tremendously large literature on social classes, but in spite of this – or perhaps because of it – there is no precise common understanding of what constitutes a social class. We have a general notion of what distinguishes one social class from another, and Goldthorpe’s work has clarified much of the fuzziness of this notion. My starting point is that the class structure is peopled by individuals and is such that those who belong to the same social class tend to share similar labour market situations, have similar life chances and common interests, tend to look at social issues in the same way and may take common political action. Labour market positions establish the basis for class affiliations. Therefore, it is the varying characteristics of such positions that form the basis for defining social classes, and it is consequently on such characteristics that both Goldthorpe and Tåhlin, like us in ESEC, concentrate their efforts. 

Goldthorpe interpreted

As I interpret Goldthorpe he defines social classes among employees as 
aggregates of persons in groups of occupations which have similar employment
relations.
 

The emphasis on employment relations in the delineation of social classes then follows, given that my understanding is correct, as they are the defining characteristics of social classes. The problem is that we in many cases only have limited knowledge of occupational employment relations – or at least only know about the situation in UK – and that ‘similar’ obviously implies unclear boundaries. 

In assigning occupations to social classes we have to disregard variation in employment relations within occupations and base the classification on modal values, at least if they include more than fifty percent of the incumbents. An occupation within which we find a large variety of such relations must, for our purpose, be regarded as too broadly delineated and we may in many cases only have a limited knowledge about these relations in occupational unit groups. We can, however, introduce additional criteria, which we believe will make it possible to distinguish between incumbents with varying employment relations within occupations or which may be used as proxies when we have limited knowledge about occupational employment relations. Here lies, I believe, the kernel of our problem, given that many ISCO categories include rather dissimilar occupations. Which additional criteria or proxies are acceptable to use and which are not? According to the matrix presently used, number of subordinates and supervisory positions are accepted additional criteria, while skills, education, income or autonomy in the job are not. 

We should evidently not use more proxies than what is necessary for delineating homogenous occupational units. A high income is a characteristic of an employment contract that is to the advantage of the employee, but it is anyway preferable not to have income as an additional criterion, since that would make it redundant to study the association between class and income. It seems on the other hand strange not to regard income as an aspect of employment relations. An employer will have good motives to give high incomes to employees, whose jobs are difficult to monitor, in order to motivate them to do a good job, and likewise to highly qualified employees, who will be difficult to replace. And as pay scales with increments are regarded as an aspect of employment relations (McKnight and Elias 2003, p. 52), variation in income is anyway built into the classification, at least for employees who have been in the same job for some period of time.  

What about other factors? Is, e.g. autonomy such a central aspect of employment relations that it ought to be used as an additional criterion or not? And what about skills? They are apparently not part of employment relations. Even so, skill requirements may creep into the classification when e.g. some engineers are classified in class 1 and others in class 2.
 In my view, skills or education should certainly not be taken into consideration when assigning a class position, since they are characteristics of persons and not of jobs. Skill requirements on the other hand, are aspects of jobs and most certainly important determinants of employment relations. To me, it seems probable that differences in employment relations between, in ESEC lingo, lower technical occupations and routine occupations, mainly refer to differing skill requirements, leading to higher wages, perhaps more flexible work conditions, and greater opportunities to decide over how and when to perform various work tasks.  

It seems clear that skill requirements are important for service class employment contracts. The employment conditions of airline pilots actually seem to be rather precisely those expected for a labour contract. Thus, their work is closely monitored, they could actually be paid on piece rate (number and length of flights) and the company specific skills seem to be small compared to general ones – the time to learn to fly a Boeing 747 of one company, when having piloted those of another, is presumably quiet small. Pilots anyway have employment contracts with all the characteristics of the salariat class. The general skills of many other highly paid occupations likewise seem to be important – doctors should first of all have good knowledge of human physiology and illnesses rather than of specific rules of the hospital where they work; company lawyers should primarily know the law; the specific skills of an architect in one bureau are probably easily transferred to another; et cetera. In such cases it seems as if firms are willing to offer high salaries and good career prospects in order to be able to hire persons with skills that are expected to be highly productive and where the costs of replacement are high, perhaps for no other reason than that the lack of expertise during the time before another person with similar skills and of similar talent is hired may be very costly to the firm. 

Tåhlin interpreted

Tåhlin could be said to turn the whole issue upside down. That is, as I understand him, he wants to define social classes among employees as 
aggregates of persons in groups of occupations which have similar skill
 requirements.  Employment relations may then vary among classes thus defined. 

While Goldthorpe suggests that the difficulty in monitoring the work of some employees and the cost of replacing them are central for the variation in employment contracts, it seems as if Tåhlin regards productivity differences as the most crucial motivation for employers to treat their employees in different ways.  

If I have made a correct interpretation of Tåhlin’s position, I believe that he would have problems with the classification of managers and supervisors, and perhaps also with lower clerical occupations, as compared to using a classification based on employment relations. 

The formal skill requirements on managers and supervisors may be rather low, while they anyway may have rather advantageous employment contracts. The reason for employers to provide special rewards to these groups may be that employers delegate authority to managers and supervisors and employers must consequently try to obtain and secure the loyalty of their managers to be certain that they will side with their employers rather than with their subordinates in cases of conflict of interest. 

The difference in how managers and supervisors are classified in a scheme based on employment relations as compared to what would be the case in one based on skill requirements may actually be greater in UK than in Sweden and perhaps as well in some of the countries of central Europe. That is, education has been such a valued characteristic that supervisors have to have at least as high an education as those they supervise – and preferably more. ‘Manager’ is not a title used in Sweden and there is no good translation of it. Managers coming from the US to work in US owned firms in Sweden run, at least according the media, often into trouble because their style of leadership is not accepted by their subordinates. 

The reason that workers in lower clerical occupations may get more advantageous employment contracts than their counterparts on the factory floor, might not be due to the greater skill requirements of their jobs, but to the closer relation to those who decide about the contracts. Traditionally workers in the offices often had some form of positions of trust – i.e. with the right to handle money – and even if those days are gone, the stickiness of employment conditions may result in better employment conditions. It may also be that many of those in lower service occupations are employed by the state, with slightly different employment contracts than what is customary in the private sector. 

Conclusion

The bottom line is that we should certainly in our work with ESEC stick to delineating classes according to the employment relations in occupational groups, but that we in certain cases could see skill requirements as proxies for employment relations. 

When other criteria than the basic ones enter into the construction of the class schema, it will be circular to show that class is associated with these additional criteria. However, I do not think that anyone will be impressed by us showing that there is an association between (ESEC) class and income or education, regardless of whether we have used income or skill requirements as proxies or not.
 It is essential that such proxies are only used in a few cases where additional information is clearly needed. Even if there is some circularity in the basic association, it will be of interest to show whether income or educational differences between classes change over time or differ among nations. 

Tåhlin’s results suggest that Goldthorpe in his discussion of the determinants of employment relations puts too much emphasis on firm specific skills.
 However, if Tåhlin is correct on this point, it undermines his conclusion that we should “let go the theoretical conception … of class as employment relations”, since his test of this conception is based on the assumption that service class relations are based on the mutual dependence between employers and employees following from the importance of firm specific skills rather than general skills. My view is that general skill requirements constitute important reasons for employers to offer attractive job contracts, including high salaries, to highly skilled employees, both in consideration of the difficulties in monitoring job performance and of the cost of replacing productive employees. In conclusion then, I think that it is sensible to base the definition of social classes on employment relations, while accepting that general skill requirements are important determinants of such relations.
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SOME COMMENTS ON ROBERT ERIKSON’S NOTE 

John H Goldthorpe

I entirely agree with what I take to be Robert’s main point: i.e. that in seeking to validate the ESEC schema - in so far as this is based on my work - the focus should be on aspects of employment relations expressing different forms of employment contract; but that, in the absence of directly relevant data (of the kind used in the British validation exercises), it would be reasonable faute de mieux to take proxies. 

The key question then is, however, that of which proxies are best. I emphatically agree with Robert that education or qualifications should not be used, because these are attributes of individuals, not positions; and also because one would in this way remove the possibility of any serious examination of the empirical relation between education and class position - and of changes in this relation over time - which seem to me major research topics.

The skill requirements of different occupations might in principle seem a better option. But data on this matter are also difficult to come by, and not least because the very concept of ‘skill’ is a difficult one to formulate and operationalize (recently, a large, but inconclusive, British literature has formed on this question). In particular, I know of no agreed view on how the skill requirements of managerial positions are to be conceptualised or measured. Note that while Michael wishes to make skill requirements central in determining classes, he has no appropriate data but has to resort, very problematically, to data on individuals’ qualifications.

Autonomy in work is another possibility - using employees’ subjective perceptions; and while I guess it may serve reasonably well in general, it is not hard to think of situations in which it could be highly misleading. For example, office and industrial cleaners working unsupervised through the night or refuse collectors operating on a ‘finish-and-go’ basis may well think of themselves as having quite high autonomy in their work. But, paradoxically, this is largely because their work, or its results, can be fairly easily monitored: i.e. it can be seen if the cleaning has or has not been done, the bins emptied etc.

My own preference here would be to use age-wage curves, since these rather directly reflect different kinds of employment contract; and I would have thought that for most societies relevant data could be obtained. For example, I know that such data are available for Sweden, from the Level of Living Surveys, as I have used them myself (OS, p. 228); but I don’t know why the Swedish team has not followed this up.

There are two points where I have reservations about what Robert has to say. First, I don’t see that high levels of income are in themselves sufficient to motivate those individuals whose work is difficult to monitor to do a ‘good job’ - i.e. sufficient to overcome the principal-agent problem. What I seek to argue in OS (ch. 10) is that the form of payment is also crucial. E.g. with multitask agents, piece-rates or other PBR systems, even if yielding high earnings, would be likely to lead to problems over the distribution - as distinct from the level - of effort; whereas incremental salaries, as embodied in ‘deferred payment’ contracts, and giving an ‘upward-sloping experience-earnings profile’ seem to provide that combination of incentives and sanctions best designed to counter principal-agent problems or, in Simon’s words, to align agents’ ‘decision premises’ with organisational objectives. NB: none of this is original to me - I draw directly on the literature of the new managerial and personnel economics, especially regarding efficient contracts (Milgrom, Roberts, Lazear, Gibbons etc).

Second, I think that airline pilots and also (employee) doctors are somewhat special cases but, even then, not quite as problematic as Robert implies. The specialness arises, of course, because of overriding concerns regarding risks and safety - in regard to passengers and patients. Pilots are closely monitored but this holds chiefly in normal, routine situations; in abnormal ones, they are agents in situations of highly asymmetric information, and the reputation of the airline (the principal) is at stake. With employee doctors, it is the reputation of the hospital, clinic or practice that the contract must be designed to protect (and while pilots are as likely to suffer from any major error as are their passengers, only the patient dies from a doctor’s error). So again contracts that embody a more diffuse, longer-term, career-based exchange would seem more appropriate from the employer’s point of view than would an approximation to a spot contract; and note that pilots as well as doctors are indeed located in career hierarchies (from ‘flight engineer’ - second or third pilot - up to ‘senior captain’). I would not want to fly with an airline or be treated in a hospital that was not concerned with its reputation, so that, if something went wrong, I or my next-of-kin could be told: ‘Sorry, but we just hired that guy for the day (flight, operation); he obviously wasn’t much good, and we’ve fired him now; better luck next time’.

Extract from the German validation report

Establishing ER-indicators: Theoretical background and research design 

While the very basic distinction within the class structure between employers, self-employed workers and employees is relatively straightforward, Goldthorpe (2000) conceives the further differentiation among employees in terms of the “mode of regulation of their employment” (Goldthorpe/McKnight 2003). Different modes of regulating employment emerge on account of the two basic problems of ‘work monitoring’ and ‘human asset specificity’ that may occur to a greater or lesser extent depending on the kind of work and work positions to which employees are contracted. Monitoring problems particularly appear when the amount and quality of work cannot be monitored directly or as easily as in the case of e.g. assembly line work with standardized work tasks and fixed production pace. In contrast, asset specificity involve high amounts of job specific human capital or otherwise high investments of the employer in employee’s work competences that make both employers and employees interested in long term employment relationships. 

Different forms of employment relationship are conceived by Goldthorpe as viable responses to the weaker or stronger presence of the described problems in different work situations. Work situations with low monitoring problems and low asset specificity can adequately and efficiently be handled by a ‘labour contract’, in which a quantity of labour is purchased on a piece- or time-rate basis, the most typical example being the case of unskilled work. In contrast, for work situations with high monitoring problems and high asset specificity the service relationship is a more adequate and better fitting response, “i.e. a contractual exchange of a relatively long-term and diffuse kind in which compensation for service to the employing organisation comprises a salary, … important prospective elements – salary increments, expectations of continuity of employment (or at least of employability) and promotion and career opportunities” (Goldthorpe/Knight 2003:4). Modified versions of these basic forms of the labour contract and the service relationship are likely to occur with the skilled manual and routine non-manual workers on the one side, and the lower-level professionals, managers and technical grades on the other side (see Figure 1, which illustrates the assumed class-specific work situation and the contractual response for both the basic forms of labour and service contracts as well as for the ‘mixed’ forms in which elements of both the labour contract and the service relationship are assumed to be present and which are characteristic for the classes intermediate between the working class and the salariat). 

Moving from this theoretical basis of the class schema to the elaboration of empirical indicators for its various elements, one can derive indicators of basically two different kinds. One kind are indicators that capture the weaker or stronger presence of the basic problems of difficulty of monitoring and asset specificity; the other kind of indicators tap upon the assumed response to these problems, i.e. indicators for the assumed contractual relationship, given by a labour contract or a service relationship. In the following we will use both kinds of such indicators. We will discuss and develop such indicators and evaluate their adequacy for the following aspects:

1: Indicators measuring the autonomy workers have in their work situation to tap upon the presence of monitoring problems at their work;

2. Indicators measuring the qualification required from workers in order to catch the extent of asset specificity immanently required for performing in the work tasks; 

3. Indicators of career prospects and long-term employment that are understood as core elements of the presence of a service relationship contract. 

4. Indicators of the presence of piece-wise or time-related compensation of their work to examine the presence or absence of labour contract elements in their contractual arrangements.
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Figure 1: Difficulty of Monitoring, Specificity of Human Asset and the ESeC Categories (Rose: ESECClassesPaper.doc)








� In writing this note I have benefited from comments and discussions with Erik Bihagen, John Goldthorpe and Michael Tåhlin. I expect that John and Michael, after having had the chance to read this, will tell me in what ways I have misunderstood their positions, which will lead to a better note (and perhaps changed conclusions).


� These comments should, of course, have appeared earlier in the process, but it seems better to raise them now than after the project is finished.


� This definition is, of course, only relevant for employed persons. I here disregard the issue of assigning class positions to self-employed and employers. 


� Some Swedish occupations with the title engineer seem in the British case be called engineering technicians. 


� Again, I want to stress that the education of an individual should not be use as a proxy.


� Tåhlin may actually underestimate Goldthorpe’s expectation of the importance of general skills. For instance, in his discussion of the service relationship, Goldthorpe writes “Professionals are engaged to exercise specialized knowledge and expertise that they have obtained from a lengthy training” (Goldthorpe 2000, 217).





