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The ESeC Classes explained

Conceptual basis

The ESeC is based on a widely-used social class schema devised by John Goldthorpe and Robert Erikson and widely known as the EGP schema. Because ESeC has a clear basis as a measure of employment positions, researchers who use it should be better able to explore the relations between socio-economic position and various forms of behaviour and outcomes.

Conceptually the ESeC distinguishes four basic employment positions – (1) employers; (2) the self-employed; (3) employees; and (4) those involuntarily excluded from paid employment. Within the category of employers, a further distinction is made between large and small employers according to the number of people employed, +/- 10. Employees are sub-divided into a number of classes according to the type of contract they have with, and thus the way their work is regulated by employers. Two basic contract types are distinguished - the labour contract and the service relationship. Each is seen as a response by employers to certain problems or hazards they face in ensuring employees perform as required.
Specifically, different modes of regulating employment emerge on account of two basic problems, those work monitoring and human asset specificity. These problems may occur to a greater or lesser extent depending on the kind of work and work positions to which employees are contracted. 
Monitoring problems are particularly difficult when the amount and quality of work cannot be monitored directly or as easily as in the case of, for example, higher professional and managerial work. Such work can easily be contrasted to, for example, assembly line work with its standardized work tasks and fixed production pace. 
Asset specificity involves high amounts of job or organization specific skills and knowledge (‘human capital’) and/or high investments by the employer in employee’s work competences. This situation encourages both employers and employees to be interested in long term employment relationships. 

Different forms of employment relationship are thus conceived as viable responses to the weaker or stronger presence of monitoring and asset specificity problems in different work situations. Work situations with low monitoring problems and low asset specificity can be adequately and efficiently 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, that is 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. Modified versions of these basic forms of the labour contract and the service relationship are likely to occur with supervisory, technical and routine non-manual workers on the one side, and lower-level professionals and managers and higher level technicians on the other.  The figure below illustrates the assumed class-specific work situation and the contractual response for both the labour contract (the working classes in 7, 8 and 9) and the service relationship (the professional/managerial classes 1 and 2), as well as for the ‘mixed’ forms in which elements of both the labour contract and the service relationship are assumed to be present, the intermediate classes 3 and 6. 
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The ESeC model summarized

So we can summarize the above by the following brief descriptions.
The labour contract

Labour contracts involve a relatively short-term and specific exchange between employers and employees of money (a wage) for effort. This is the situation which pertains for the whole working class, although its most basic form is found in the case of routine occupations in class 9, with modified (i.e. slightly more favourable) forms in classes 7 and 8. 
The service relationship

The service relationship, however, is typical for managerial, professional and senior administrative positions and its basic form is found in class 1 and its slightly less favourable form in class 2. This form of contract involves a longer-term and more diffuse exchange in which employees render service in return for both immediate and future compensation (a salary, regular pay reviews, perks of various types, a career, generous pension schemes etc.). 
Mixed or intermediate forms of employment regulation

Other types of employee, for example clerical and technical workers in class 3 and lower supervisors in class 6, are defined as intermediate in terms of employment regulation, having contracts with elements of both the service relationship and the labour contract.

The excluded

We can also add a fourth category for those excluded from paid employment. The excluded comprise those who have never worked but would wish to, and the long-term unemployed. However, other non-employed persons, such as those who look after the home, the retired, the short-term unemployed, the sick and disabled, etc., are classified according to their last main occupation. Full-time students can also be treated similarly if required. In this way, it is possible to classify most of the adult population within the ESeC.

Employment relations indicators

Moving from the conceptual basis of the class schema to the elaboration of empirical indicators for its various elements, as the previous discussion suggests, the most important indicators of the type of employment regulation contained or implied in contracts are form of payment (incremental salary vs. weekly wage calculated by time worked or payment by the piece), perquisites (final salary pension, company car, profit related bonuses or none of these) control over working time/pace of work (determined by employer or employee), job security (for example, length of notice required to terminate contracts, protection against redundancy) and promotion/career opportunities (an internal organizational career ladder). 
Two different types of indicator have been used to validate ESeC: (1) indicators that capture the weaker or stronger presence of the basic problems of difficulty of monitoring and asset specificity; (2) indicators that relate to the assumed response to these problems, i.e. indicators for the assumed contractual relationship, given by a labour contract or a service relationship. Examples include:
1: measuring aspects of the autonomy workers have in their work situation to indicate the presence of monitoring problems at their work;
2. measuring the qualifications required from workers and the training given in order to indicate extent of asset specificity immanently required for performing in the work tasks; 
3. measuring 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 work to examine the presence or absence of labour contract elements in contractual arrangements. 
The ESeC Classes described
The model gives us the following in terms of basic classes:

	
	ESeC Class
	Common Term
	Employment Regulation

	1
	Large employers, higher grade professional, administrative & managerial occupations
	Higher professionals and managers 
	Service Relationship

	2
	Lower grade professional, administrative and managerial occupations and higher grade technician and supervisory occupations
	Lower professionals and managers
	Service Relationship (modified)

	3
	Intermediate occupations
	Higher clerical, services and sales workers
	Mixed

	4
	Small employer and self employed occupations (exc agriculture etc)
	Small employers and self-employed
	-

	5
	Self employed occupations (agriculture etc)
	Farmers etc
	-

	6
	Lower supervisory and lower technician occupations
	Lower supervisors and technicians
	Mixed

	7
	Lower clerical, services & sales occupations
	Lower clerical, services and sales workers
	Labour Contract (modified)

	8
	Lower technical occupations
	Skilled workers
	Labour Contract (modified)

	9
	Routine occupations
	Semi- and non-skilled workers
	Labour Contract

	10
	Never worked and long-term unemployed
	Unemployed
	-


Since the schema is designed to capture qualitative differences in employment relationships, ‘the classes are not consistently ordered according to some inherent hierarchical principle’. However, so far as overall economic status is concerned, Classes 1 and 2 are advantaged over Classes 3, 6, 7, 8 and 9 in terms of greater long-term security of income, being less likely to be made redundant; less short-term fluctuation of income since they are not dependent on overtime pay, etc; and a better prospect of a rising income over the life course. 

Operationalizing the model

The information required to operationalize the model relates to occupation, employment status and size of organization. Occupations are coded to an occupational classification such as ISCO or a national equivalent. Employment status is used to distinguish between employers, the self-employed, managers, supervisors and employees. Size of organization is used to distinguish between large and small employers and, in some cases, between higher and lower managers. Each combination of occupation, employment status and size is then assigned a class position. For employees, supervisors and managers this position is determined by the average combined scores of employment relations indicators. For employers, size of organization is the determining factor. Thus a class derivation matrix table is constructed with occupations in the rows and employment status and size information in the columns. Class allocations are given in the cells. Relevant syntax based on the matrix is supplied to researchers so that they may then derive the classes from data on occupation, employment status and size. The classes may also be constructed in the absence of information on size (‘reduced ESeC’) or with only information on occupation (‘simplified ESeC’).

We can now look at the classes in more detail and see how each is typified by a particular form of employment relationship. Example occupations are also given for each class.

The ESeC Classes

Class 1
Large employers, higher grade professional, administrative and managerial occupations: ‘higher professionals and managers’

Large employers: large employers are allocated to Class 1 on the assumption that their businesses involve a similar degree and exercise of managerial authority to that of higher managers.  In this sense, they are seen as different from small employers in Class 4. 

A size rule of +/-10 is used to distinguish large from small employers, except for farmers, etc., where the size rule is 1 or more employees.

Higher grade professional occupations: it is the specificity of human capital, rather than its level, which distinguishes higher grade from lower grade professional occupations.  Thus, employees in these occupations have organizationally specific skills and knowledge that are vital to the employer and are not easily replaced. This is why employers reward these occupations with the prospect of a career. Examples of professional occupations which would be typical of Class 1 are lawyers, scientists, academics and professional engineers.  However, some other health, welfare and educational professionals, in the main, have less asset specificity.  That is, their skills are more readily transferable from one organization to another without any great loss to employers. Such professions are in class 2.
On the grounds that a professional is a professional is a professional, the self-employed and small employers are allocated to the same class as employees in their profession. The same applies to higher technicians.

Higher grade administrative and managerial occupations: again the specificity of human assets or capital is important here, but monitoring issues might be even more crucial.  Many lower grade administrators and managers in class 2 may also have assets vital to the employer, but their work is more easily monitored than that of more senor administrators and managers and they have less organizationally specific skills. It is this factor which leads employers to offer the best career prospects to higher management.

The most typical occupations in this part of Class 1 are Chief Executive Officers, company directors, senior managers and the most senior levels of the civil service or state bureaucracies. For many managerial occupations it is much more difficult operationally to distinguish higher from lower grade managerial and administrative occupations via the usual classification of occupations route.  The faute de mieux size rule is all we have in most datasets, although employment relations data suggest that some managerial occupations are more likely to have a preponderance of higher grade managers, e.g. finance managers.

Class 2
Lower grade professional, administrative and managerial occupations: higher grade supervisory and technician occupations: ‘lower professionals and managers’

In our discussion of Class 1, we have already seen what factors might lead to the modified service relationship of lower grade professionals, administrators and managers in Class 2.

In the case of lower professionals, the degree of asset specificity is likely to be the main factor.  That is, the skills of lower grade professionals are more readily transferable and less organizationally specific.  Most health, welfare and educational professionals (e.g. schoolteachers, social workers, nurses, medical ancillaries such as physiotherapists) are thus allocated to Class 2, as are aircraft pilots and journalists for other examples.

For administrators and managers (and also higher grade supervisors) asset specificity is likely to be high in the sense that people in such occupations use a lot of organizationally specific knowledge.  Here the modified service relationship derives from the fact that work is more routinely monitored.  Of course, people working in these occupations will often have career ladders that, if successful, would take them to more senior positions in Class 1.  Production and operations managers seem to be good examples.

Higher grade technicians are more similar to lower grade managers etc.  That is it is asset specificity rather than difficulty of monitoring which is paramount.  Examples would be computing technicians, physical and engineering science technicians and civil engineering technicians.

Class 3:
Intermediate occupations: ‘higher clerical, services and sales workers’
This class has some elements of the service relationship, although overall the form of employment relationship is mixed.  The problem here for the employer is not asset specificity but monitoring.  Positions in this class exist on the borders of bureaucratic structures and share similar conditions to managers and administrators in terms of salaries, incremental scales and autonomy with regard to time.  Typical occupations here include most clerical occupations and administrative assistants, occupations which involve working alongside managers and professionals in ancillary roles, e.g. administrative associate professionals, government social benefits officials and most office clerks.  There is no career structure comparable to that found in Classes 1 and 2 (other than, perhaps, into supervisory or very junior managerial Class 2 positions).  Often these positions involve employees in adhering to and carrying though bureaucratically defined rules with little in the way of discretion but some emphasis on efficiency.

Classes 4 and 5:
Small employers and self-employed in non-professional occupations: ‘small employers and self-employed’ (4) and ‘farmers’ (5)
These form two of the basic positions in the class schema.  Employers buy labour and so have some authority and control over employees.  The self-employed neither buy nor sell labour.

Except for farmers, etc. in Class 5, small employers are distinguished from large employers by the size rule +/- 10 employees. Farmers who employ any full-time labour go to class 1, as do other employers with 10 or more employees. Professional small employers and self-employed go to the same class as employees in the same occupation.

Hence Class 4 refers to non-professional occupations, i.e. own account workers in occupations such as plumbers, electricians, builders, carpenters, shopkeepers, etc. Class 5 refers to farmers, etc. with no non-family full-time employees.

Class 6:
Lower supervisory and lower technician occupations: ‘lower supervisors and technicians’
This class, like Class 3, has a mixed form of employment regulation, but in distinction from Class 3, Class 6 has mixed regulation because of problems employers have with asset specificity - that is, employees in Class 6 possess an important element of organization specific skills.  For this reason, some element of an internal firm labour market operates for these occupations.

Lower supervisors are found in any occupation which, for employees, would place them in Classes 7, 8 or 9. Again they have a certain degree of asset specificity.

Lower technicians have greater organization specific skills than other ‘blue collar’ employers.  Typical occupations are telegraph and telephone line installers, precision instrument makers and electronics fitters.

Class 7:
Lower clerical, services and sales occupations: ‘lower clerical, services and sales workers’
This class has a modified form of labour contract. The precise reasons why employers modify the labour contract for occupations in this class are unclear since there appear to be no real monitoring problems for occupations in this class, nor any great issues of asset specificity.  It is possible that the expansion and high degree of part-time employment in many occupations in this class has led to a worsening of overall employment contracts compared with Class 3 where many of these occupations might once have been placed (e.g. retail assistants). Equally, there may be some effects of working in large organisations in the public and private sectors, as previously noted. Equally, it is less easy to routinize occupations in this class.
Typical occupations are shop workers (retail assistants) and social care workers, stock clerks (often those promoted from occupations in classes 8 or 9), other lower clerical workers, hairdressers, telephonists and receptionists.
Class 8:
Lower technical occupations: ‘skilled workers’

A modified labour contract is also typical for occupations in Class 8.  Here the employer has some monitoring problems with employees in terms of work quality.  There might also be a need to induce employees to invest in developing skills that are important to the employer. Those working in ‘skilled’ or lower technical occupations may also have organization specific skills or skills in short supply.  For all these reasons, some modifications to the basic labour contract may be required, such as a weekly wage, overtime pay, greater security of employment and so on.

Typical occupations in Class 8 would be tool-makers, fitters, plumbers and locomotive drivers.

Class 9:
Routine occupations: ‘semi- and unskilled workers’

In this class, a basic labour contract prevails since there are no real issues relating to either monitoring or asset specificity.  Work is paid for by either the piece or by time (hourly paid).  Both the quality and quantity of work are easily monitored and employees are easily replaced without serious loss of productive value.

Typical occupations here include cleaners, labourers, drivers of motor vehicles, assemblers, machine operators, porters and messengers.

Class 10:
Never worked and long-term unemployed: ‘unemployed’
This class is defined in terms of its exclusion from employment relations.  Members of this class seek work but have either never been employed or have not been employed for a considerable period of time, say a minimum of 6 months.

The derivation of the ESeC model
Given the distinctions in the model between employers, employees and the self-employed, and the further distinctions within the categories of employers (large and small) and employees (according to employment relations), class derivation is as follows:
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