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specific labour market groups), we then estimate the degree to which women and/or ethnic
minorities are more likely to be on temporary contracts and estimate any associated wage
differentials.
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Labour as a Buffer

Under a European directive put into force in the UK in October 2002, firms are
required to offer fixedterm workers the same trestment with regad to pay and
benefits (indluding, for example, holiday pay and maternity benefits) as permanent
workers, dong with the same rights to be protected againgt discrimination. After a
year, fixedteem workers ds0 gan redundancy and unfar dismissal rights. The
Commisson has now proposed (March 2002) that equa treatment be extended to
agency workers as wdl. The UK government Depatment of Trade and Industry
(DTI) estimates that there are perhagps 700,000 agency workers in the UK. One
possble rationde for these extensons of employment rights is that fixedterm and
agency workers (as wel as part-time workers, dso covered by European directives)
are predominantly women. Differentid pay and benefits for fixed term and agency
workers might therefore be viewed as a form of gender discrimination, ceteris
paribus. Ancther rdionde for employment rights is to improve the training of
temporary workers. The DTl consultative document on agency workers estimates a
productivity gain from improved training (required by the directive) of between £98
million and £272 miillion per year.

In this chepter, we invedtigate two issues. Firs, ae fixedterm workers
digoroportionately femde or from other “equad opportunities’ groups such as ethnic
minorities? Second, do fixedterm workers receive less pay than comparably qudified
permanent workers? To answer these questions, we use three data sts a
representative paned survey  spanning ten years and two crosssectiond  surveys
soecifically addressed to  diciting  information  about  (un)equa  opportunities. The
British Household Pand Survey (BHPS) is a representative survey of British

households and we use information from the first ten waves collected over the period



1991-2000. These data dlow us to examine temporay work across the entire
economy, covering the range of experience from that of casud and seasond low -
silled workers to highly-educated consultants in information technology. The other
two data sets are from the UK universty sector. One was collected by the Royd
Economic Society (RES) Working Paty on Ethnic and Other  Minority
Representation. By redricting  atention to a redivedy homogeneous group —
academic economists — we are able to gan good messures of dbility and productivity
to see if earnings effects can be explained by these objective factors. The find data st
was collected by the Association of University Teachers (AUT) Equa Opportunities
Committee. These daa include universty employees from both the academic and
adminidgrative dde, and dso indude workers in dl disciplines.  As with the Royd
Economic Society data, the AUT survey provides reativedy good measures on
individuals (dthough — snce dl disciplines are covered — productivity meesures are
less clear), but over a broader span of universty workers. Importantly, we can
compare individuds holding smilar posts (for example, universty lecturer) but under
a different form of contract (fixedterm or permanent). A further interest in using
universty data is that this sector is generdly perceved to be enlightened. Thus
discrimination in who holds fixedterm contracts, and in the terms and conditions of
those contracts, is likdy to be at a rdaivey low leve in this market. Edimaed
effects will be expected to represent alower bound for the economy as awhole.

Section 1 of the chapter outlines a smple theoreticd modd to inform our
anadlyss of the data We ae interested in invedtigaing the conditions under which
catan groups (such as women or ethnic minorities) ae more likdy to hold fixed-
term jobs and if these jobs pay less than permanent posts. Section 2 examines the

evidence from our three surveys a@out who holds these jobs In paticular, we



invedtigate whether or not fixed-term jobs are digoroportionady hed by women and
by ethnic minorities Section 3 examines the pay obtained in these jobs Are thee
low pad redive to comparable permanent jobs ad does the pay differ by gender or
ethnic group? Section 4 extends the andyss to types of temporary employment other
than fixedterm jobs, such as agency temping, and compares the wages in such jobs to
the wages eaned in fulltime and pattime jobs Section 5 draws our man

conclusons.

1. A ‘Buffer Stock’ Model of Temporary Jobs, Wages and Regulations
In this section, we develop a modd of temporary jobs to guide our empirical andyss.
Temporary workers can serve as a buffer stock of employees to be discharged in
adverse economic environments®  Recognising that these workers are more likely to
be lad-off, the firm will invest less in ther training. Insofar as training has a generd
a wdl as gpecific component, temporary workers will have fewer outsde
opportunities, and hence will be pad a lower wage. We condruct this modd and
condder its implications for gender and ethnic minority discrimination, as well as the
effects of regulation.

There is an ex ante hiring cost h per worker.? Permanent and temporary
workers differ only ex post, in tha the firm provides permanent workers with training

a a cod c in an indantaneoudy short training period. There is a specific human

! Booth, Dolado and Frank (2002: F182) suggest that in principle there are at least three types of
temporary work: (i) employment under probation where the temporary contract is by way of a period of
probation; (i) replacement contracts for workers who are on leave, and (iii) fixed term contracts thet
may provide a ‘buffer stock’ of workers (dlowing the firm to adjust to changes in the business
environment owing to seasond and/or other trangitory causes). It is the third type that we condider in
the model developed in this chapter.

2 In the absence of hiring or firing costs for temporary workers, the firm would have an infinitely large
buffer stock. Firing costs for either permanent or temporary workers, or both, would not change the
conclusons of the modd, and are ignored for smplicity. In the usud way, firing costs would lead to
fewer redundancies but also fewer initid hires.



cgpitd  component to this training that raises the worker's productivity by s > 1.
There is ds0 a gened human capitd component to the traning.  Without training,
workers who ae hired by the firm and then separate (either by quitting or by
redundancy) have an opportunity wage w; with training, their opportunity wage is gw
where s > g > 1. Tha is the training has a large specific component and a smaler
generd component.  Thus permanent and temporary workers are subditutes in
production but the former ae characterised by higher ex post productivity through
their acquistion of workreated training. The number of workers hired ex ante forms
a pool of potentid workers who can be employed ex post once the market date is
reveded. This assumption captures in a smple fashion the fact thet, in the red world,
hiring takes time and thus the firm wants its workforce in place before the date is
reveded. Note that in this mode there is no legidated difference between permanent
and temporary workers. The difference arises only insofar as the firm chooses to train
some of its workers (permanent workers) and not others (temporary workers), and
then chooses to treat them differently in wages and in redundancy in adverse market

environments.

Output a the firm is mQ(sN, +N/) where m represents the market
environment (dtate i having probebility pi) and Njand N{ are the permanent and
temporary workers employed ex post in market state i. The production function Q(.)
is drictly concave. The firm chooses ex ante how many workers to hire on each

contract, N, and N,, and how many of exch type to make codtlesdy redundant

(N, - N;30,,j=pt) in different maket environments i. Although the firm in
principle chooses how much to pay eech type of worker, the outsde opportunity

levds w and gw effectivdly determine the wage rates for temporary and permanent



workers® There is no incentive for the firm to pay more in any market state, and — if

it paid less — dl the workers would quit.
The firm chooses ex ante hires N, N, and Statedependent ex post
employment levels N, N to maximise expected profits
éi_ [MQ(sNL +N!)- gwNi - wN, - cN, - h(N, + N,)]p,
subject to the condraints:
Writing the multipliers Np 3 N and N, 3 N
| and |} on these congtraints, we have firgt order conditions

(L)  fL/IN,=-c-h+@1ip =0
L))  JL/IN,=-h+Q1ip, =0

(Liii)y L/ ING =msQ ()- gw- 1 =0

@iv)  L/IN! =mQ'()-w-1;=0

From (iii) and (iv), the firm will retain dl of its pemanent workers (if my is
aufficiently large) before employing any of its temporary workers, even n the absence
of any regulaory firing cogts. This is because s > @, S0 tha the firm makes a greater
ex post gan on its permanent workers — the difference in productivity between trained
permanent workers and untrained temporary workers exceeds the wage differentid It

retains its permanent workers to the point where the margind product equds the wage

% In a more complicated model, both permanent and temporary workers might draw from a distribution
of outsde offers, as in Booth, Frank and Blackaby (2002). Even if the didtribution was the same for
both types, the firm would offer permanent workers a higher wage given the greater loss in productivity
if they wereto quit.



and — if these are fully employed — retains temporary workers to the point where ther
(lower) marginal product equals their (lower) wage.*
To determne the numbers of workers hired under esch type of contract,

substitute from (iii) and (iv) into (i) and (ii):

@) -c-h+gmsQ()- gwp, =0

@i) - h+&[mQ()- wp, =0

Suppose the firm only hired permanent workers.  Then, by (2.), it would hire them to
the point where the expected margind product, net of the wage, equaled the hiring
and traning cods. The expresson indde the summation (the margind product net of
wage) is drictly pogdtive in market sates where the firm would like to employ mae
workers than the number origindly hired. It is for these dates that the firm keeps a
buffer gock of temporary workers who ae retaned if a high m is dravn and
otherwise discharged. Even though the expresson insde the summétion is larger for
permanent workers, temporary workers will gill be hired if ¢ is rddivedy high (0
there are not tha many permanent workers) and h is rddivey low (so that it is not
cogly to build the buffer stock of temporary workers). Indeed, if hiring codts are very
low, the firm will hold a very large buffer stock of temporary workers (such that
mQ'(.) - w~ 0 inevery date).

This smple framework dlows us to isolate three reasons why women might
be digoroportionaidy in temporary jobs  The fird is dmilar to that in Lazer and
Rosen (1990). Some women may have better non-market outsde opportunities than

men.  Suppose tha there is an exogenous probability d that a woman will leave for

* If there were firing costs for permanent workers, then the firm would retan workers until the

margind product plus firing cost equas the wage. Fewer permanent workers would be made



non-market work after the firm incurs hiring and (in the case of permanent workers)

traning  cods Then the  firm loses the  expected  vaue

dé [msQ'(.) - gw]p, =d(c+h) if the firm trains a woman rather than a man, and
the smaler sum d § [mQ'()- wip, =dh if the women is untrained.® The firm will

find it profitable to offer women temporary contracts rather than make the investment
cintraning.

Women ae dso offered temporary rather than permanent contracts if,
dtarnaivey, firms have a tagte for discrimination.  As described in the context of
promation by Booth, Francesconi and Frank (2001), this can be viewed as the firm
tresting women as if they had a lower productivity than men by the factor d. If the

tagte for discrimination is specific to the firm (so that outsde wages are the same for

men and women), the firm loses the expected vaue dé_ msQ'(.)p;hPif it trans a
womean rether than a man, and the smaler vdue d§ mQ' (.)p;h/ if it hires a woman

rather than a man to a temporay post, where h/, j=p,t is the proportion of
permanent or temporary workers employed by the firm in market state i.° Note that
hP3h! snce the firm (for reasons discussed above) retains al permanert workers

before retaining any temporary ones.

redundant in those very bad dates of nature where al temporary workers were laid-off and, in addition,
some permanent workers were discharged.

® This caculation supposes that women are such a smal fraction of the work force that the firm's
hiring rules do not change. Otherwise, while the result remains true that women are assgned to
temporary contracts, the firm hires fewer temporary workers than by the rule of comparing expected
marginal product less wage to the vaue h, to dlow for the lost investment on exogenoudy separated
women.

® This assumes that the only discrimination is in assigning women to contracts and that — within a
contract — they are treated equally to men. Otherwise, women would suffer disproportionate layoffs, in
either permanent or temporary contracts. Also, if discrimination occurs throughout the economy, the
firm would be ale to pay women — within a contract — lower wages than men, given their lower
opportunity costs.



The third reeson why women may be disproportionady dlocated to
temporary contracts is due to a different form of a teste for discrimination.  Trained
permanent workers gain rents in this modd. Although they do not contribute to the
cogt of training, their wage rises by the factor g since the firm pays them more for
retention purposes. Even if the firm believes that women (or ethnic minorities, for
example) ae jus as productive as men, managers can choose without cogt the
recipients of these rents, and may discriminate in favour of white males.

What would happen if legidation — as in the European directives — required
equa treatment in wages between temporary and permanent workers? Unless the
firm moved to having only temporay workers, it would hae to pay gw to its
temporary workers as wel as to its permanent ones. In any given date, by (Liv) but
replacing w by gw, the firm employs ex post fewer of the origindly-hired temporary
workers.  From (2ii), the firm would dso hire ex ante fewer temporary workers.
However, because of this the expected margind product of permanent workers in
(2i) rises, and the firm hires ex ante more permanent workers. Note that it typicaly
dill pays to hire some temporary workers as a buffer stock (even though they have to
be pad the same wages if employed as permanent, more productive workers) for very
good market dates, Snce the firm avoids the training cost ¢. The impogtion of equa
pay regulaions entals tha, while totd expected employment goes down, temporary
workers receive higher wages, and there is some subditution of the hiring of

additiond trained permanent workers in place of untrained temporary workers.

" The possibility of avoiding the impact of equa pay provisons between temporary and permanent
workers can explain the use of agency workers. This is a rationde for the proposed extenson of the
European directives to agency temporary workers.



2. The Data

From our ‘buffer stock’ modd outlined above, temporary workers have lower human
capitd than permanent workers and, as a consequence, lower wages. Temporary jobs
are, in this sense, bad jobs, there may therefore be a socid interest in encouraging the
subgtitution of permanent jobs by requiring equa wages and conditions of work.
Further, dther because of a taste for discrimination or because it is believed that some
women will find better non-market opportunities than men, these jobs will be hed
digoroportionatdly by women. A taste for discrimination would dso explan why
these jobs might be hed disproportionately by ethnic minorities. We now investigate
these bases for intervention by usng our three data sources. Are temporary jobs
disproportionately held by women and ethnic minorities? Are they poorly paid?

The British Household Pand Survey (BHPS) is a nationdly representative
random sample.  We use the first ten waves (1991-2000) and have a longitudind sub-
sample of 3122 mde and 3401 femae workers® The precise form of the question in
waves 1-8 of the BHPS is as follows “Is your current job: A permanent job; A
seasond, temporary or casud job; Or a job done under contract or for a fixed period
of time?” These data are discussed in greater detail in Booth, Francesconi and Frank
(2002)° From wave 9 onwards, this question was expanded to include an additiond
question on agency workers.  This information will be exploited in Section 4 of this
chapter, while Section 3 will spedificaly focus on fixed-term contracts. Note that,

because of the smal representation of ethnic minorities, and the heterogeneity of jobs,

8 Further information on the BHPS can be obtained at http://wwwv.iser.essex.ac.uk/bhps/doc/index.htm

° Using the firg seven waves of the BHPS, Booth, Francesconi and Frank (2002) provide an overdl
picture of temporary jobs in Britain and examine the future career development of workers who hold
temporary jobs.




we cannot use these data to investigate the relationship between temporary work and
ethnidity in greet detail. ™

In 1999, the Royd Economic Socey (RES) Working Paty on the
Representation of Ethnic and Other Minorities in the Economics Professon surveyed
516 UK academic economigs holding full-time posts in universties. These cross
sectiond data cover a homogeneous group and, in particular, dlow us to measure
productivity across academics. These data are discussed in gregter detal in Blackaby
and Frank (2000). Respondents are asked ‘What is your current rank? and choose
from a number of dternatives, incduding ‘Fixed term lecturer’, ‘Senior researcher,
fixed term’ and ‘Researcher, fixed terny. These three options are viewed as fixed
term contracts, while the other posts are viewed as permanent.™

The Asxociation of Universty Teachers (AUT) Equa  Opportunities
Committee surveyed 813 universty employees in 2000001 in Sx representative
English universtiess  The sSx universties ae a mix of traditiond and new
universities, in different regions of the country. In contrast to the RES survey, thee
data include academics across different disciplines as wel as employees on the
adminidretive dde of the universties. These data are discussed in grester detal in
Frank (2002). Respondents were asked ‘Wha type of contract do you have? and
asked to choose from ‘Fixed Term’ and ‘ Permanent’.

What do the raw daa tel us about who holds temporary jobs rather than

permanent jobs? The top pand of Table 1 (pand A) shows tha women are

© The BHPS collects information on ethnic group membership distinguishing between seven groups:
White, Black-Caribbean, Black-Other, Indian, Pakistani, Bangladeshi, Other ethnic group. On average,
every year, only 5% of the sample is made up of individuas from dl ‘nonwhite groups. Although the
labour market heterogeneity within the nonwhite group is probably as large as the heterogeneity
between the nonwhite and the white groups, the sample size is too smal to andyse each nonwhite
group separately.

™ probati onary lecturers, for example, are viewed as permanent since they do not form a* buffer stock’

of easly-dismissed employeesfor the purposes of redundancy.



sgnificantly more likdy to hold fixedterm contracts than are men in the academic
data, but not in the BHPS data on the British economy as a whole. There is no

ggnificant difference between ethnic minorities and white employees.

Table 1. Percentage Holding Fixedterm contracts and Wage Differences

Men Women Ethnic White
Minorities
A. Percentage H dlding Fixedterm contracts

BHPS 3.3% 34% 4.0% 3.3%

RES 7.196** 19.8%** 8.2% 9.5%
AUT

Researchers  96.1% 98.6% 10026 974%
Other Posts  27.9%** 40.8%5** 4. 7% 3A.2%

B. Percentage Wage Differences Between Permanent and Fixed-
term Workers

BHPS 18.5%0** -8.3%** -4.6% 6.006**

RES 374% 3L4% 14.5%* 41.4%*

AUT 37.1%* 24.6%* 385% 3A4.0%
Notes.

(& The BHPS data are for fixedterm contracts (and not for seesond and cesud
workers) and refer to waves 1 through 10 (1991-2000). The number of person-wave
observdions ae 18349 (men), 21273 (women). There ae 513 obsarvaions in the
RES dataand 813 inthe AUT.

(b We tet for ggnificant differences (in the fird two columns) between the
percentages for men and women and (in the lag two columns) between ethnic
minorities and whites.  This is shown by: ** ggnificantly different a the 1% levd, *
sgnificantly different at the 5% levd.

(c) The following coefficients are dgnificantly different from O and therefore show a
ggnificant difference between permanent and fixedterm workers within the dateset:
BHPS, RES and AUT men and women (1%), BHPS white workers, RES white
workers, and AUT white and ethnic minority workers (5%).

10



Now condder wages, reported in the bottom pand (pand B) of Table 1. With the
exception of women in the BHPS data, where there is a dgnificant negetive
relationship (and the BHPS and RES ethnic minorities where there is no sgnificant
rdionship), permanent workers are paid sSgnificantly more than temporary workers
a dgnificance levels shown in note () to the Table Interestingly, this wage gep is
gregter for men than for women from al three data sources, dthough — as shown by

the agterisks within the body of the Table— thisis not Sgnificant for the RES data.

3. Wages, Gender and Ethnicity

Do the raw daa results hold when we add controls for individua characteridics such
a age and education and workplace characteritics? Each of the datasets has
different variables, but nonetheessit isingructive to compare the results.

The top pand (pand A) of Table 2 shows edtimated margind effects obtained
from edimation of a Imple probit modd of the determinants of the probability of
being on a fixed tem contract’®> Men and women and dl ethnic groups are pooled,
for each data set, s0 tha we can estimate the impact of gender and ethnicity on the
fixedtterm contract probability. The additiond explanatory variables used for each
data st are reported in notes of the table. From these estimations, there is evidence
that, after controls, women in the RES sample are more likdy to hold fixedterm
posts, dthough this is not confirmed in the BHPS, where in fact men are aout 1%
more likey to be observed in a fixedterm job. There is no evidence that ethnic

minorities are more likely to be on fixedterm contracts.

2 70 ease the interpretetion of the results, the table reports margina effects. These are caculated as the
deivative of the conditiond expectaion of the observed dependent vaiable and evduaed a the
sample means, following the procedure in Greene (1997).

11



Wha a&bout wages? The bottom pand of Table 2 reports the estimated
coefficient to the fixed term contract varigble included as an exogenous regressor
obtained from ordinay lees sguares (OLS) estimation of the natural logarithm of
hourly wages (BHPS) or annua sdlary (RES and AUT).® This time, each dataset was
dratified into two groups — men and women. There is evidence that being on a fixed-
term contract lowers wages for both men and women, dthough tests do not show a
differential effect between men and women, except in the case of the BHPS where the
more negative effects for men ae datidicdly different than those for women
(p<0.02).

In summary, the estimated results support the idea — congstent with the buffer
dock modd — that fixedterm jobs are poorly paid* Regulaions to require equa pay
across types of contrect, fixedterm or permanent, will clearly have an effect.
However, there is no clear evidence tha — having accounted for individud and
workplace characteristics — women or ethnic minorities suffer disproportionately from

fixed-term contracts.

B The OLS esimaes from the BHPS shown in Table 2 are very close to random-effects (RE)
edimates, which account for the longitudind nature of the BHPS data We dso edtimated fixed-effects
(FE) modds, which provide us with point estimates that are smilar to (dbeit quantitativdly smaller
than) those reported in Table 2. For smplicity and comparability with the etimates from the RES and
AUT samples, these additiona results are not shown, but can be obtained from the authors upon
request. Natice aso that the BHPS sample sizes reported in pand B of Table 2 are different from those
reported in Table 1 (and Table 3 below). This is because the regressons edtimates in Table 2 are
obtained from models that control for a large number of variables for which there may be missing
vaues, which do not affect the computations reported in Tables 1 and 3.

4 Booth, Francesconi and Frank (2002) provides independent evidence that there is lower training in
these jobs.

12



Table 2. Gender, Ethnicity, Fixed-term Contracts and Wages

BHPS RES AUT @) AUT (acad.)
A. Probability of being on afixed-term contracts (%)
Men 0.007** -0.038* -0.007 -0.065
(308) (-29) (017) (-110)
White -0001 0.002 -0.053 -0.137
(-030) (047) (-0.59) (-100)
Pseudo R- 0113 0552 0229 032
square
N 36350 320 76 409
B. The effect of fixed-term contracts on wages’
Men -0147** -0.160** -0.235* -321**
(-818) (-359) (543) (-653)
R-square 0544 0620 0410 0438
N 16646 291 45 205
Women -0076** -0.174** -0.170** -.208**
(-482 (-2.88) (-4.95) (-4.28
R-square 0527 0.778 0.398 0403
N 19278 60 336 192

& Additiona controls included in the BHPS data andysis are age, labour market
expaience in pat-time and full-time employment, pat-time daus number of
children by age group, maritd daus disbility daus, housng tenure, education,
cohort of entry in the labour market, industry (Zdigit SIC), occupation (Ldigit SOC),
employing sector, trade union coverage, firm dze locd unemployment to-vacancy
ratio. Additiond controls induded in the RES data andyds are maitd daus, age,
degree class, PhD, publications, research, teaching, RAE scores, region, old or new
univergty, career bresk. Additiond controls included in the AUT data andyss ae
age, experience, region, degree class, PhD.

b~ Additiond controls induded in the BHPS data andyss are nonwhite ethnicity,
ldbour market experience in pat-time and full-time employment, pattime datus,
number of children by age group, maitd daus, disbility datus housng tenure
education, indudry (Zdigt SIC), occupation (1-digit SOC), employing sector, trade
union coverage, firm dze locd unemployment- to-vacancy ratio For the RES and
AUT data, the same controls are used asin (a).

Note: The difference in sample size in the AUT data arises since not dl respondents
reported their sdary. The z and t-datisics are reported in parentheses. In the
regressons that use BHPS data, these datistics have been computed with robust
standard errors.

* ggnificant a 5% leve ** sgnificant at 1% leve
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4. Typesof Temporary Work
A new European directive requires the extenson of equa terms and benefits to
agency workers, as well as employees holding a fixedterm contract a the firm where
they are actudly working. This extenson is important Snce it potentidly limits the
extent to which firms can subgtitute low paid agency workers for low pad fixedterm
contract workers, now covered by new regulations. While earlier waves of the BHPS
only diginguish between fixedterm contract workers and seasond/casud  workers,
the latest waves 9 and 10 include a separate category of agency work. In this section,
we examine — using the BHPS data — differences in gender representation and wages
across the types of temporary work. Note that none of the regulations requiring equa
trestment for fixedterm contract workers, much less agency workers, were in place
during the sample period. The other data sources do not diginguish between types of
temporary workers, so they are not used in this section. Due to smdl sample Szes,
there are no meaningful results for workers of different ethnicity across the different
types of temporay work, so issues of ethnicity are not examined in this section.
However, we do invedtigae the incidence and wages of part-time work compared to
ful-time. Equd trestment of part-time work is dso covered by European directives,
and it is intereting to see whether there is a grester or lesser disparity dong that
dimension than in comparing temporary to permanent jobs.

Table 3 shows the raw data percentages of men and women in esch type of
temporary work, and the average hourly pay associated with that type of contract,
usng the data from waves 9 and 10 only. The table dso reports dandard equality

tests by gender to detect the presence of any sSgnificant differences in representetion
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or wages between men and women. The data and gender equdity tests for part-time

working use the full set of BHPS data from 1991 to 2000.”

Table 3. Worker Distribution (%) and Gross Hourly Wages (£) by Contract Type,
Employment Status, and Gender, BHPS Data

Men Women
% Hourly % Hourly
pay pay

Contract

Permanent 0941 9.557 0916 7465

Seasonal/casud 0.022 6.095 0033 7610

Fixeckterm contract 0.020 7.770 0027 8434

Agency temping 0.017 5.962 0025 6.061

Equdity tests by gender (mde — femde):

Permanent (% ; £) 0.026 (t-dtat 4.603) ; 2.092 (t-dat 17.021)

Seasona/casua (% ; £) -0.011 (t-stat -2.965) ; -1.515 (t-stat -0.395)

Fixectterm contract (% ; £) -0.007 (t-stat -2.241) ; -0.664 (t-stat -0.695)

Agency temping (% ; £) -0.008 (t-stat -2.539) ; -0.099 (t-stat -0.047)
N 3715 4224
Employment satus

Part-time 0.048 6.179 0.267 5.802

Ful-time 0.952 9.069 0.733 7519

Equdity tests by gender (mde — femde):

Part-time (% ; £) -0.219 (t-at -69.935) ; 0.377 (t-stat 1.806)

Rul-time (% ; £) 0.219 (t-stat 69.935) ; 1.550 (t-dat 25.996)
N 18389 21273

Note: Figures for “Contract” are from waves 9 and 10 (1999 and 2000) of the British
Household Panel Survey. Figures for “Employment status’ are from waves 1 through
10 (1991 to 2000). N=number of personwave obsarvations. Gross hourly wages are
in congtant (2000) prices.

As seen from the table, men are sgnificantly more likdy then women to hold a

permanent contract, and dgnificantly less likdy to have any of the three types of

15 Similar figures emerge when the sampleis restricted to the most recent period 1999-2000.
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temporary contracts.™® These differences, however, are smal compared to the large
difference in representation of men and women in parttime work. As in our earlier
andyss, there are dso mgor differences in wages. The differences by gender emerge
quite drikingly among permanent workers, with permanent men earning about £2 per
hour more than women do, as well as among full-timers, with men earning £1.55 per
hour more than women do. Interedingly, there is no dgnificant gender pay gap
among workers on any of the three types of temporary contracts. Men on temporary
contracts earn dgnificantly less than men on permanent contracts, while women on
fixedterm contracts actudly earn dgnificantly more than women on permanent
contracts.  In contradt, there is a dgnificant gender pay gegp favouring men among
part-timeworkers.

Do these differences in wages hold after controlling fa other characteristics?
Table 4 presents wage estimates from the BHPS using waves 9 and 10. For both men
and women, there are dgnificant differences — in ether the OLS or RE estimates —
between permanent workers and seasona/casud workers, and between permanent
workers and agency temping workers. For example, compared to their permanent
counterparts, men in seasond/casud jobs earn a least 16% lower wages, while the
wage pendty for mae agency workers is of the order of 18-20%. The pay
differentids for women are smdler but dill szesble and dgnificant.  In contrast, for
both men and women, we cannot detect any sgnificant difference in pay between
permanent workers and workers on fixed-term contracts Part-time women suffer a

sgnificant wage penalty compared to full-time women. Parttime men suffer a

'8 This information is revealed by the equdity tests by gender reported in the top part of the table for
contract types. The figures show, for example, tha there is a difference of (0.941-0.916=0.025)
between the proportions of men and women on permanent contracts and that this difference is
satigticaly significant (t-statistic of 4.603).
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dgnificat wage pendty compared to full-time men usng the random effects

estimator, but not under OLS.

Table 4. Edtimations of Log Gross Hourly Wages

Men Women
OLS RE OoLS RE
Contrect
Seasonal/casud -0.160x* -0.188* -0.041* -0.071*
(0.049) (0.087) (0.020) (0.028)
Fixed-term contract -0.034 -0.051 -0.010 -0.018
(0.058) (0.040 (0.039) (0.037)
Agency temping -0.206+* -0.182 -0.075%* -0.040*
(0.057) (0.084) (0.027) (0.018)
Employment satus
Part-time -0.006 -0.065* -0.041* -0.033*
(0.035) (0032 (0.016) (0.017)
R? 0543 0535 0489 0488
N 3715 4224

Note Figures are estimates obtained from ordinary leest squares (OLS) and random-
effects (RE) models. The base for contract type is permanent employment. Other
controls are education, maritd satus, number of children by age group, full-time and
parttime work experience, houdng tenure, indudry, occupation, employing sector,
firm dze locd unemploymentivacancy ratio, trade union coverage, and a condan.
Robust standard errorsin parentheses.

** ggnificant & 0.01 levd, * dgnificant & 0.05 level

The reaults in this section are consgtent with those in Sections 2 and 3. Recdl
that (with respect to temporary contracts) there is a smaler sample here, since there
ae only two waves of data, but that there is grester detal as to the actud form of
temporary contract held by workers (and thus less measurement error).  As with the
earlier BHPS results, men suffer a grester wage pendty than do women when holding
temporary jobs. There are differences in results with respect to representation by

gender in temporary jobs. While the raw BHPS daa in Section 2 show an
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(inggnificantly) higher representation of women in fixedterm contracts, the bresk-
down into types of contrects in waves 9 and 10 leads to significantly higher
representation of women in each type. Recdl that, in Table 2, men were actudly
more likdy than women to hold fixedterm contracts in the BHPS data, after
controlling for individud and workplace charecterigics. We have edimaed rdative
rsk raios, usng waves 9 and 10, of holding each of the three types of temporary jobs
reaive to holding a permanent job, by gender, usng the same controls as in Table
21 The esimated coefficients (t-gtatistics) for the effect of being mde is fixedterm
contract, 1.037 (0.21); seasond/casud job, 0.814 (-2.12); and agency temping, 1.022
(1.11). Only the coefficient on seasond/casud is ggnificant (a the 5% levd), and it
shows that men are less likely to hold these jobs. These results — which are more in
line with the other data sets — may arise because of the more accurate assgnment of
workers to type of contract in the bter waves, or because there has been a shift over
time in representation.

Our man interest in this section was to try and compare the importance of
equal trestment regulations for different types of contracts and employment status.'®
While there is a smilar gender difference in representation across the three types of
temporary contrects, the large gender difference concerns part-time working. The
mgor wage gaps concern seasond/casud work, agency temping and part-time work.
There is no dgnificant difference, for either men or women, in pay edimations for
fixedtterm contracts compared to permanent jobs. Indeed, the biggest gaps concern
agency temping, suggeding the importance of extending equd trestment regulations

to that cdass of workers. Recdl thet this result holds in this data collected before

¥ The rdative risk ratios are obtained from multinomia logit regressions, in which N = 7937, with a
resulting pseudo R?=0.140.

'8 Dolado, Garcia-Serrano and Jmeno (2002: F290) provide some evidence of gender differencesin

coverage by temporary contractsin Spain over the past decade.
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regulations were in effect for fixedterm workers. Therefore, it is not a product of any
improvement in wages for fixedterm workers subsequent to regulation.  The gap
between fixedterm workers and agency temps can be expected to have increased as
fixedterm workers came under the directive that effectively trests them in a

comparable way to permanent workers.

5. Conclusions

In this chapter, we have presented a buffer sock modd of temporary workers. Even
if — asinthe modd — al workers are ex ante identicd, it is ill optimd for the firm to
offer some of its new hires permanent contracts with high training, and to offer others
temporary contracts with low training. Permanent workers receive higher wages in
light of their additiond training. The modd adso suggests a number of reasons why
ethnic minorities and women may be more likdy to be on fixedterm contracts than
comparable white mades. For both groups discrimination may lead to an under-
evduaion of ther productivity leading to a digncentive to inves in ther traning.
Alterndtivdy, discrimingtion may teke the form of dlocaing rents (received by
permanent workers) to preferred groups such as white maes. A further reason for
dlocating femde workers to temporary jobs is the possbility that they will leave for
non-market opportunities.

We examined empiricaly the contract types offered by gender and ethnicity,
and the wage differentials associated with temporary work n Britain. We used three
different sources of data: the BHPS panel data on a random representative selection of
households, the RES data on academic economists, and the AUT data on university
employees, coveing dl disciplines and both academic and administrative workers.

The BHPS data gives a broader picture of the prevaence and wage implications of
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temporary work in Britan, while the other data sources dlow us to focus on more
homogeneous groups of workers to isolate gender, ethnicity and wage effects.  For
comparative purposes, we use the full set of waves of the BHPS — dong with the RES
and AUT data — for an initid examinaion of gender, ethnicity and wage effects of
fixedterm contracts. As a further exercise, we use the last two waves of the BHPSto
examine more closdy different types of temporay work, snce these ae the only
waves that distinguish agency temping from other forms of temporary work.

Wefind — in the raw data — evidence tha women (but not ethnic minorities)
ae more likdy to be employed on a fixed-term basis We find generdly that there is
a podtive wage differentiad favouring permanent employees over fixedterm ones,
dthough — interegingly — this differential seems to be greater for mae than for femde
workers.  Indeed in the BHPS data (but not the RES and AUT data) there is a
negative differentid  for permanent femde employees over fixedterm femde
employees.

After controlling in the different data sets for a wide range of individud and
workplace characteridics, the evidence on representation in fixed-teerm work by
gender is less dear. In the RES data, women are sgnificantly more likdly to hold
fixedterm pogts, while there is an indgnificant rdationship of the same sgn in the
AUT data. In the BHPS, men are atudly sgnificantly more likdy to hold fixedterm
posts. As with the raw data, there is no evidence that ethnic minorities are either more
or less likdy to hold temporary jobs We find strong support for the exigence of a
postive wage differentid favouring permanent employees over fixedterm ones. The
effect is larger for men than for women. Findly, from the last two waves of the
BHPS, we find that agency temping work has the largest negative estimated impact on

wages of any of the forms of temporary jobs.
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From the raw data on representation by gender in temporary jobs, it is clear
that there is an important equa opportunities dimenson to regulating equa pay and
conditions for temporary work. This holds even if — as in the BHPS data — the higher
representation of women in fixedteem pods can be explaned by obsavable
individud and workplace characterisics  There is clear evidence in our results that
there is a pay gap — dlowing for individua and workplace characterigics — between
temporary and permanent jobs, S0 effective regulaion will have an impact. Our
results dso show the importance of extending the regulation to agency temping, since
these are the jobs with the highest pay gep. This pay gap, and the use of agency
workers, is likey to increese as fixedtterm posts (but not yet agency work) becomes

covered by equa trestment rules.
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