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Decomposing Pay Gaps acrossthe Wage Distribution: I nvestigating
inequalities of ethno-religious groups and disabled people

Non-technical Summary

This report provides a contemporary account of uiadities in pay of disabled people
and those from selected minority ethno-religiousugs. Disabled people and ethnic
minorities are two populations where there has lex¢ensive analysis of
employment outcomes, but much less investigatiqragfdifferentials. Moreover,
they are populations where aggregate categoriessubstantial heterogeneity. In this
report we make that heterogeneity our focus. Irctee of ethnicity, we investigate
specific ethno-religious groups, and in the caseéisdbled people we explore pay
differentials in relation to specific conditions, &ell as taking account of co-
morbidities.

We aim to understand the causes for differencesyrby ethno-religious group and
disability status and type. We investigate wheffar gaps are a consequence of
individual earning potential as represented, famegle, by educational qualifications,
or whether they appear to stem from the particod@upations or types of occupation
that the minority groups are concentrated intoybether they are largely
unaccounted for. In the case of remaining unexpthtfifferences, we consider how
we might understand them, including engaging wehates on whether we can
understand unexplained gaps as possible evidererambyer discrimination.

Most analysis of pay gaps has focused on averagaymacally the mean. In this
report we address whether differences in pay aatgr or smaller — or the same — for
the high paid as for the less well paid. Are paysg@r disabled people and for
minority groups worse for those doing badly ortfowse doing relatively well? In
policy terms, should we be concerned about stitdgré pulling the low paid down

or about glass ceilings inhibiting the further agisament of the more successful?

Specifically, then, this report
1. Investigates pay gaps at the mean and at tfie2H), 50", 75" and 96'
percentiles
a) across 6 minority ethno-religious groups comparét White British
Christians
b) across those with a long-term health problem andehvith an activity
limiting health problem compared to non-disabled aocording to
whether the health problem is physical or mental
2. Explores
a) the extent to which these differences can be utmtstsn relation to
individual and job characteristics,
b) which characteristics are most important to explepay gaps, and
c) whether the characteristics contributing to the gayy according to the
level of pay
3. Evaluates and discusses the contribution of unegdadifferences in pay to
overall differences in pay.



In relation to ethnicity we conclude that:

Average pay across ethno-religious groups shows kiagation: some minority
groups have higher pay on average relative to @jenty, some have much lower
pay.

There is also variation across the distributioearings for different ethno-
religious groups

Those groups who have high pay could expect tolmiblzetter even than they do
on the basis of their characteristics. Thus, algmaihe differences tend to be
small, they experience some unexplained pay disadgea despite their apparent
advantage.

Those groups with lower pay experience some unggaadisadvantage, but
much of the gap, particularly at the bottom of dnsribution can be accounted for
by differences in personal and job characteristics.

For some groups those characteristics include caraten in particular
occupations and in part-time work, indicating tokerof labour market
opportunities and constraints in influencing pay.

In relation to disability we conclude that:

Those with a long-term health condition suffer plggadvantage relative to non-
disabled. For those for whom the condition is amtikmiting the disadvantage is
much greater than for those for whom the condiisomot activity limiting, but it
is still experienced by both groups.

Those with activity limiting mental health conditi® experience the greatest
absolute pay disadvantage.

Disadvantage for disabled groups is fairly constambss the distribution of pay.
A substantial proportion of the disadvantage caadm®unted for by
characteristics, both for the non-activity limitiggoups relative to the non
disabled and for the activity limited groups relatto the non activity limited, but
a proportion remains unexplained, and is greatethimse with mental health
conditions.

Relevant characteristics for accounting for pafedénces include concentration
in part time work particularly at the lower endtbé distribution, lower rates of
Level 4 qualifications, and concentration in lesdl\waid occupations.
Experience of long term health condition as wonkiting explain much of the
difference in pay between those with an activityiling and those with a non
activity limiting LTI, both at the mean and acrdbs distribution of pay.

For both ethnicity and disability we conclude that:

In most cases, the majority of the pay gaps artaaga by characteristics. This is
particularly the case for disability.

The unexplained component (which may include disration) tends to be

small, both as a proportion of the pay gap and@®portion of wages.

Labour market discrimination is potentially moréekant to limiting access to
employment and to particular types of occupati@ntfor pay within occupations.
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Abstract

This paper provides a contemporary account of iaktigs in pay of disabled people and
those from selected minority ethno-religious groifye aim to understand the causes for
differences in pay by ethno-religious group anabilisty status and type. We investigate
whether pay gaps are a consequence of individualngppotential as represented, for
example, by educational qualifications, or whethely appear to stem from the particular
occupations or types of occupation that the miganibups are concentrated into; or whether
they are largely unaccounted for. In the casemfiging unexplained gaps in pay, we
consider how far they might provide evidence of Eygr discrimination.
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1. Aims of Research and Overview

This paper provides a contemporary account of iakdigs in pay of disabled people and
those from selected minority ethno-religious groupisabled people and ethnic minorities
are two populations where there has been exteas@akysis of employment outcomes, but
much less investigation of pay differentials. Moreq they are populations where aggregate
categories hide substantial heterogeneity. Inrépsrt we make that heterogeneity our focus.
In the case of ethnicity, we investigate specifime-religious groups, and in the case of
disabled people we explore pay differentials iatieh to specific conditions, as well as
taking account of co-morbidities.

We aim to understand the causes for differenceayrby ethno-religious group and disability
status and type. We investigate whether pay gagpa aonsequence of individual earning
potential as represented, for example, by educatimumalifications, or whether they appear to
stem from the particular occupations or types aupation that the minority groups are
concentrated into; or whether they are largely naaoted for. In the case of remaining
unexplained differences, we consider how we miglateustand them, including engaging
with debates on whether we can understand unexgalajaps as possible evidence of
employer discrimination.

Most analysis of pay gaps has focused on averageaymécally the mean. In this report we
address whether differences in pay are greatanaller — or the same — for the high paid as
for the less well paid. Are pay gaps for disabledgde and for minority groups worse for
those doing badly or for those doing relatively|®éh policy terms, should we be concerned
about sticky floors pulling the low paid down oraib glass ceilings inhibiting the further
advancement of the more successful?

Specifically, then, this report
1. Investigates pay gaps at the mean and at tie2H, 50", 75" and 98" percentiles
a) across 6 minority ethno-religious groups comparét White British Christians
b) across those with a long-term health problem andetwith an activity limiting
health problem compared to non-disabled and acogtdi whether the health
problem is physical or mental
2. Explores
a) the extent to which these differences can be utatssn relation to individual
and job characteristics,
b) which characteristics are most important to explaenpay gaps, and
c) whether the characteristics contributing to the gy according to the level of
pay
3. Evaluates and discusses the contribution of un@gaadifferences in pay to overall
differences in pay.

In relation to ethnicity we conclude that:

» Average pay across ethno-religious groups shows kiagation: some minority groups
have higher pay on average relative to the majatyne have much lower pay.

* There is also variation across the distributioearings for different ethno-religious
groups



* Those groups who have high pay could expect tollblzetter even than they do on the
basis of their characteristics. Thus, althoughdifferences tend to be small, they
experience some unexplained pay disadvantage débpit apparent advantage.

* Those groups with lower pay experience some unegdalisadvantage, but much of the
gap, particularly at the bottom of the distributiwan be accounted for by differences in
personal and job characteristics.

» For some groups those characteristics include ctrateon in particular occupations and
in part-time work, indicating the role of labour rket opportunities and constraints in
influencing pay.

In relation to disability we conclude that:

» Those with a long-term health condition suffer gasadvantage relative to non-disabled.
For those for whom the condition is activity linmigy the disadvantage is much greater
than for those for whom the condition is not a¢yivimiting, but it is still experienced by
both groups.

» Those with activity limiting mental health conditi® experience the greatest absolute pay
disadvantage.

» Disadvantage for disabled groups is fairly constembss the distribution of pay.

» A substantial proportion of the disadvantage caadm®unted for by characteristics, both
for the non-activity limiting groups relative togmon disabled and for the activity limited
groups relative to the non activity limited, bupraportion remains unexplained, and is
greater for those with mental health conditions.

* Relevant characteristics for accounting for pafed#nces include concentration in part
time work particularly at the lower end of the distition, lower rates of Level 4
qualifications, and concentration in less well paedupations.

* Experience of long term health condition as wonkiting explain much of the difference
in pay between those with an activity limiting ahdse with a non activity limiting LTI,
both at the mean and across the distribution of pay

For both ethnicity and disability we conclude that:

* In most cases, the majority of the pay gaps artaaea by characteristics. This is
particularly the case for disability.

» The unexplained component (which may include dmsicration) tends to be small, both
as a proportion of the pay gap and as a propodiiovages.

» Labour market discrimination is potentially moré&xant to limiting access to
employment and to particular types of occupati@ntfor pay within occupations.

2. Background

2.1. Heter ogeneity

The importance of heterogeneity within minority ptgiions is increasingly being
recognised; and data sources are more susceiblgloring differences within aggregate
categories. In relation to ethnic minority grouppe potentially important sources of
heterogeneity are religious affiliation and genergtthat is, whether the minority group
member is T generation (immigrant) o"2or subsequent generation (UK-born). Increasing
attention has been paid to the role of religiomfluencing employment outcomes, including
pay, either through the social network provideddligious affiliation or through
discrimination based on religion (Clark and Drinkera2005; Purdam et al. 2007). However,



because of the overlap between ethnic group caesgand religious affiliation, analysis

based on religious affiliation alone is hard temptret. For example, the majority of Hindus
are Indian, though under half of UK Indians aredtis, 30 per cent are Sikhs and 13 per cent
are Muslims. By contrast, almost all British Pa&rss and Bangladeshis affiliate to Islam and
between them they make up two thirds of the UK'ssMus. It has therefore been argued that
it Is more important to examine the experiencepefcsic ethno-religious groups to
understand the relative significance of religiod athnicity in shaping outcomes (Brown
2000; Lindley 2002). For the purposes of disentaggthnic group and religious affiliation,
we examine three groups that overlap in termstbéeiethnicity or religion: Indian Hindus,
Indian Muslims and Pakistani Muslims.

Generation has been shown to be important in oelat employment and pay (Clark and
Lindley 2004; Shields and Wheatley Price 1998haibecause of lack of familiarity with the
context of the country of immigration, or througbsiive selection of immigrants relative to
the 2% generation, or because of differences in job-geskills such as English language
fluency between generations (Dustmann and FabbBi;20eslie and Lindley 2001; Lindley
2002; Shields and Wheatley Price 2002). Thoughrakaealyses of labour market outcomes
include controls for generation or for time spenthe UK, it is not clear that the relationship
between generation and employment outcomes shewddn is — constant across groups. In
our analysis, therefore, we prefer to distinguighgroups according to whether they afe 1
or 2% generation. We would anticipate that for tfieg&neration there will be more that may
be relevant to pay that we cannot incorporate mnoadels and that therefore there will be a
larger unexplained component to pay, but that #ten¢ to which this is the case may differ
between groups.

In relation to disability, there is substantialaamce of heterogeneity among disabled people
(Berthoud 2006; Hum and Simpson 1996). In particukeose with serious mental health
problems experience substantial labour market desstdge (Baldwin and Marcus 2007;
Jones et al. 2006b; Nielsen-Westergaard et al.)199@ Britain, Jones et al. (2006b) find
that mental health-related disabilities are assediwith both employment and pay
disadvantage relative to other forms of disabilltlyis has been associated with both stigma
and difficulties with relevant cognitive skills neged by employers (Baldwin and Marcus
2007). In the US mental iliness was the most aiiedbility in employment tribunals; and
surveys of employers have also shown that theythatse with mental health-related
disabilities at the bottom of the employability lecaonsidering them less employable than
those with physical disabilities (again, see Baldemd Marcus 2007). Co-morbidities also
impact negatively on employment outcomes (Berth2@@b; Braden et al. 2008; Cook et al.
2007). In this paper, we exploit the range of gqoestrelating to long term health problems
to explore differences in pay between differentugs

2.2. Accounting for differencesin pay

For both the groups of disabled people and theocetéligious groups we analyse, we
examine the extent to which differences in paylmaattributed to individual characteristics,
to job characteristics or types of occupation, @hdt part remains ‘unexplained’. We
decompose the gaps into these explained and umeaglalements both for average (mean)
pay and across the wage distribution. Employmeletzant characteristics are known to vary
across ethnic groups and across disabled peoplalie@rsity in educational qualifications is
known to have an important bearing on the levelgagfthat different subpopulations
command. Demographic profiles also vary, with mityagthnic groups being younger on



average than the overall population and disableglpeoeing older. The role of such
individual characteristics in affecting labour markutcomes are straightforward to interpret;
and their implications for policy are also relativelear. Disadvantage related to lower
average gqualifications implies that greater attenshould be paid to increasing educational
gualifications among both disabled people and ethmnorities. Though even here, the
causal relationship is not necessarily clear cutlieabled people: do disabled people have
restricted opportunities to acquire qualificatigi®llenbeck and Kimmel 2008), or do low
gualifications lead to disability (Berthoud 200&®en aside from the details of their
interpretation, individual characteristics also éi&w be seen to operate within a broader
employment context. We thus also consider the tmriton to differences in pay of
occupation and of part-time work and whether publiprivate sector. The potential
explanatory power offered by these different emiplegt characteristics is not
straightforward, and the precise interpretation matybe the same for ethnic minorities and
disabled people.

For example, both disabled people and certain ntynethnic groups are over-represented in
part-time work. Part-time work also tends to batieely poorly remunerated and have long-
term consequences on wages (Manning and PetroBg6R; Olsen and Walby 2004). For
both groups part-time work can be seen as beirayaiable option that allows labour market
participation in the absence of full-time possti®k; but there is some evidence that for
disabled people, part-time work facilitates labmarket participation, even though its
rewards are typically poor (Jones 2007). It iscbgtrast, hard to envisage why men from
minority ethnic groups wouldrefer part-time work. Part-time work is, therefore, putally
more likely to be felt as a constraint by minogtpup members and as an opportunity by
disabled people (if, for example, through fatigugain they could not sustain a full-time
job). Nevertheless, we would argue that the roleagupational sorting or overrepresentation
in part-time work and its influence on pay is imjaot in drawing attention to processes of
labour market stratification and the constraintg thoth disabled people and ethnic minorities
face. For both disabled people and ethnic milesribver-representation in (poorly paid) part
time work represents a constraint on alternatiy@oadpinities for participation, whether full-
time work or better paid part time work. (See athe discussion of a similar point in
Manning and Petrongolo (2008)).

In the US, a high degree of occupational conceaotramto less skilled jobs has been found
for disabled people (Kaye 2009). Kaye suggeststtieae are range of possible reasons for
these patterns that might be related to employmemectations as well as to (unmeasured)
job-relevant skills and experience and employetrdignation.Others have argued more
specifically that forms of occupational sorting glibbe understood in relation to the job
guality hypothesis, where jobs with greater coneitins of a minority are worse paid
because of measured and unmeasured differencesdagbivity between minority and
majority (Schumacher and Baldwin 2000). While d#éfeces in productivity may seem a
plausible explanation for at least part of theatghces in pay between disabled and non-
disabled people, it is hard in practice to distisgwetween the potential limits on the
individual relative to limits of the job, or thediethat discrimination may increase with
severity of disability or in jobs in which disablpdople are over-represented. We return to
this point when discussing unexplained elemenfsagfdifferences, below. Additionally,

! Similar arguments have also been made for self@ment (Clark and Drinkwater 2000; Pagan 2009¢ Se
also the discussion of patterns of labour marksgiqigation, below.



empirically we find relatively little overrepreseatibn in specific (3-digit) occupations among
disabled people in the UK.

It is less clear why productivity should vary wéthnicity, and thus why the ‘quality sorting’
argument should apply, particularly when we focnshe 2° generation, where there are less
likely to be omitted potentially job relevant chetexistics, such as levels of English language
fluency. Differences in relevant experience camtbelves stem from constraints on
opportunities and discrimination. Moreover, we fthdt patterns of occupational clustering
into specific (3-digit) occupations for the selecethno-religious groups are much greater
than those for disabled people, whereas we mighgaxhe opposite to be the case if sorting
was driven by individual productivity rather thanustural constraints. In addition,
occupational clustering covers a range of occupatincluding relatively highly paid ones.

To the extent that occupational clustering in laidpoccupations does appear to contribute
to lower pay, we need to consider the constramterims of exclusionary labour market
practices, discrimination and patterns of residear@®social organisation that might bring
them about and how these might be addressed.

2.3. Interpreting unexplained differencesin pay

In addition to individual and employment-relateduiadcteristics we also consider the relative
contribution of unexplained factors to pay diffeces. We adopt decomposition analyses
(Blinder 1973; DiNardo et al. 1996; Firpo et al0ZQ Oaxaca 1973) to estimate the
proportion of the overall pay gap that cannot &manted for by our measured
characteristics (see, further, 3.3. Methods). Tiexplained component can be interpreted as
a pay penalty. That is, that there are particidatures or experiences of the disadvantaged
group that prevent equality in pay for otherwigaikr individuals, and that may include both
unmeasured and unmeasurable aspects. In much eiccamatysis, both of disability and
ethnicity the unexplained component is often intetgd directly or implicitly as
discrimination (Blackaby et al. 2005; Denny etl&97). We treat it more cautiously as
comprising the effect of individual or labour markéaracteristics we have been unable to
measure directly, but which may include employscdmination. Additionally, as noted
above, factors such as employment experience wiaeh a direct bearing on current pay
may themselves be shaped by discrimination. Setheiy the discussion of this point in
Longhi and Platt (2008).

While some have assumed that the unexplained coempoh decomposition analyses or the
ethnic group/disabled dummy coefficient in pooledressions corresponds to discrimination,
other researchers have aimed to provide explarsatibich are seen as alternatives to
discrimination. Following the approach of DelLeig®(1), Jones (Jones 2006; Jones et al.
2006b) uses the distinction between those withadttheondition that limits their work and
those with a health condition that does not liméit work to attempt to net out the impact of
disability related discrimination from productivitjfferences related to disability. However,
this approach only works if discrimination does waty with productivity; and there is some
evidence from comparing those with a mental hgaitirlem and their employment rates
with those with other forms of disability among tien-work limited disabled that it does.
Therefore, the whole unexplained component coulldost viewed according to the
conventional interpretation as an upper bound rigpleyer discrimination. This is setting
aside the fact that discrimination may shape soinieeoexplanatory factors instead such as
type of occupation and access to work (Altonji &tahk 1999). The difference between non



work-limited and non disabled would, on this samaewentional approach, constitute the
lower bound, though that is only assuming thatelee not omitted relevant characteristics
in the decomposition. Even if we accepted theragsions underlying this interpretation of
upper and lower bounds, it still neglects to ackieolge the fact that perception of a health
condition as work limiting among those in work ntal}f us about employers’ response to the
condition as much as individual productivity.

We use a somewhat similar approach to Jones @Q0#l6) in employing comparisons

between those with activity limiting conditions atdse for whom the condition is not

activity limiting. This enables us to consider praential role of co-morbidity (and thus a
proxy also for severity) in contributing to payfdifence<. But given that we are using

activity limiting rather than work limiting conddns to define our disabled group, we can
also explore the contribution to pay differencesvbéther the condition is work limiting.

This could tell us about limits on productivity @oout particular forms of sorting into
occupations on the basis of hours and type (ow&ahove our distinctions between full-time
and part time and broad occupational categorgputd also tell us about workplace
constraints that may be related to employers’uatéis and levels of ‘accommodation’. And it
could be indicating a greater level of discrimioatfor those with more severe or restrictive
forms of a particular condition. In our interprédatwe remain open to these various potential
aspects. But if we treat the contribution to explag differences of whether the condition
limits type or amount of work as a proxy for protivity, any remaining unexplained
component of the gap can then be interpreted asdtiéional discrimination faced by those
with a more severe or limiting disability. This gsvus the advantage of being able to estimate
the extent to which there are such additional g@salrather than having to assume, as Jones
et al. have to, that discrimination is constanbasra given type of health condition,
regardless of its severity.

In relation to ethnic differences in labour mar&atcomes, much analysis has, instead of
attributing significant differences between ethgricups in employment or earnings,
attempted to identify the ethnic group charactesshat can explain it. As mentioned, a great
deal of attention has been paid to variation inliEhdanguage fluency as a partial
explanation of employment and earnings differenttesugh, clearly this is only relevant to
the £' generation, to certain ethnic groups, and taaedccupations (Dustmann and Fabbri
2003; Leslie and Lindley 2001; Lindley 2002; Sheelghd Wheatley Price 2002). Conversely,
differences in idiom that are not relevant to jekevant skills have been shown to be
potentially disadvantaging to immigrants (Robertd €ampbell 2006). Similarly, focusing
on the reluctance of employers to, for examplepgadse qualifications or experience
obtained outside the UK does not necessarily dauteito filling the ‘discrimination gap'.
Others have suggested job contacts as a missimgetgBattu et al. 2004); though Frijters et
al. (2003) argue that job search has little beasmgmployment differentials in the UK.

Battu et al. (2005) have further argued that aétésr isolation’ is demonstrated by patterns
of employment and residence, but such an arguntens $rom an assumption that individual
characteristics and preferences are the routepgiaiexemployment differentials, rather than
discrimination or structural processes. OverallHaath and Yu (2005) argue, the effort to

2 As those without a long term health conditionmoeasked about the nature or number of healthitions, we
cannot explore the role of comorbidity except bynparing two groups who both experience a long-teealth
condition and therefore get asked about the typgenamber. We explain our approach further in the ne
section.



explain the whole of the employment (or earningg) o terms of individual differences may
tend to miss the point.

On the one hand asserting that any unexplained aoemp of decomposition is employer
discrimination is likely to exaggerate the rolededcrimination and to oversimplify our
understanding of pay disadvantage. On the othet,lessuming that all of the disadvantage
could be explained by individual characteristicBkisly not only to be elusive, but also
oversimplifies the complexities of ways in whiclopée get and are paid for particular jobs,
and all the ways and points at which context, opputies and constraints, and perceived
opportunities and constraints shape employmergdi@jies and outcomes (Rigg 2005), for
which absolute differences remain pertinent indicat

Even if not interpreted directly as discriminatianarge ‘unexplained’ component of pay
gaps begs explanation. There is substantial evidnat employer discrimination does occur
(Grewal et al. 2002; Heath and Cheung 2006; Woead. &009), but to attempt to quantify its
precise share of overall labour market disadvantgeifficult undertaking. The problem is
potentially confounded when exploring earnings¢siwe are here considering those who
have obtained employment in some form and who rapsesent a highly selected sample, an
issue we discuss further below. Nevertheless, anewe can refine our account is to
ascertain whether it affects the lower or the higied more. For example, constant
unexplained disadvantage across the distributightiie more consistent with employer
discrimination. Conversely greater unexplained gegys at the top or bottom of the
distribution could imply different particular praxses of labour market stratification.

2.4. Exploring the whole of the earnings distribution

We consider the whole of the earnings distribuiad the contribution of different factors at
different points. We build on existing decompositemalyses by decomposing pay gaps at
the 10", 258", 50", 75" and 98" percentiles. Moreover for our decompositions welsime
weighting and regression based approaches (séefud 3. Methods). Weighting approaches
are more robust but do not provide a detailed deosition, that is, a decomposition where
the contribution of each covariate can be evalud@ecaca style decompositions have proved
popular for their ability to provide the contribomi of each characteristic to pay gaps, but they
can produce unreliable results if there is not ghoaverlap between the covariates for the
two groups being compared so that the counterfaistiased on out-of-sample predictions.
By combining the two approaches we overcome thdtrans of each. In addition, by
decomposing across the pay distribution, we cantiigenot only differences in the
unexplained component at the different percentlas also investigate whether observed
characteristics contribute to different degreediferent levels of pay, or, conversely,

whether there is a greater unexplained compondnghaer or lower rates of pay. That is,
whether there is evidence of sticky floors or gleetings playing a role in the pay of the
different populations considered. While much & thcus for marginalised groups has been
on those at the bottom of the distribution, itngbrtant for understanding the complex
playing out of inequalities in society to understdine extent to which those who are better
off as well as those who are worse off are (omatg disadvantaged in relation to their peers.

2.5. Focusof theanalysis

It is worth noting at this point, that we do notanporate adjustments for selection into
employment directly into our analysis. Rather we @nsidering the situation of those who
are actually employed. It is a moot point whetherare concerned with the pay of all those
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potentially in the labour market or the differenaepay among those who actually
participate. For the purposes of this report we thle view that it is the pay of those who do
gain access to the labour market that is the pyiroancern. Nevertheless, we are able to
reflect on whether those who are most highly setbbtave less pay disadvantage, since we
describe the participation levels across the diffesubpopulations considered.

In addition, our analysis focuses only on men. Thizartly due to sample size problems
when we attempt to analyse women’s pay for theouarsubpopulations. It is also due to the
fact that men’s pay is less likely to be influentgdunmeasured (in our data) labour market
interruptions resulting from childbearing and ctalte. When interpreting unexplained
differences for women, therefore, it is imposstiolelistinguish those that are associated with
career breaks and loss of experience or periogarditime work associated with child
bearing and/or rearing from those associated witesnatic disadvantage (including
discrimination) based on the characteristics ofsthigpopulation. We expect differences in
continuous employment also across men from theréifit groups, consequent on different
rates and durations of unemployment across thelgi@u groups we consider. These are
also unmeasured, and therefore will show up inuhexplained’ part of the pay gap.
However, these labour market interruptions reprieadorm of disadvantage, and one that
can be linked to the characteristics (ethnicitgadility) of interest. As a result, their
contribution to the ‘unexplained’ element of paffetiences is consistent with our
interpretation of unexplained differences as regméng specific labour market disadvantage,
including discrimination.

In the next section we outline the data we areguaird our variables. This is followed by a
brief discussion of our methods and an outlinenefrnodels that will be used in the main
section of the report. We then go on to considerkey labour market characteristics of both
disabled people and ethno-religious groups, asasgdlheir pay and the full distribution of
pay. The main section of the report considers é¢lsalts from our decomposition analysis
separately for ethno-religious groups and disaptmple. Our discussion and conclusions
bring together the insights from both parts ofdhealysis. Appendices contain additional
detail on our methodological approach and tables four analysis.

3. Data and M ethods

3.1. Data

The empirical analysis is based on pooled quadtettse Labour Force Survey (LFS). The
LFS is a survey of households, conducted quartgripe Office for National Statistics
(ONS); it is representative of the whole populatdithe UK and covers not only people
resident in private households, but also resideniational Health Service accommodation,
and young people living in student halls or simifegtitutions. The LFS collects data on a
large number of individual, household, and job ab#eristics. The individual characteristics
include ethnic group and health status. The jobatharistics include firm size, employment
sector, industry, occupation, pay and hours of work

The LFS sample is selected as an unclustered rasdomle of households, and the target
population for the survey is adults aged 16 and/@blembers from each responding
household are then followed up for a further fouagers. The sample comprises something
over 50,000 responding households for each quaxeering approximately 0.1 per cent of
the population, and containing around 130, 000taciilwhom some will be responding for
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the first and others for the second, third, fountfiifth time2 Earnings are asked in the first
and fifth interviews; we select respondents atrthiest interviews only, resulting in unique
observations for any individual. For the analydibath ethno-religious groups and disability
we focus only on working age men.

For the analysis of ethno-religious groups we ta®servations from 27 quarters between the
second quarter of 2002 and the final quarter 08200he end point is the most recent data
available at the time of the analysis. The stantge the first point at which religious
affiliation was asked in the LFS. We exclude Nomthieeland, where the ethnicity question is
not comparable with the question asked for theak&reat Britain. In order to avoid
including those who have not yet completed theucation alongside those who typically
have, we exclude all men younger than 23 from ttadysis of earnings. Given that we are
concerned with men of working age, our upper agé is 64. Our descriptive statistics of
employment status, however, include men aged 1€ it is relevant to observe
participation across the whole working age rangd,aso to observe the differential impact
of involvement in post-compulsory education.

For the analysis of disabled men, we take obsemstirom 47 quarters between the second
quarter of 1997 and the final quarter of 2008. Diigg questions have been consistent since
1997, when they were adjusted from their previausitilation to reflect recent disability
legislation, the Disability Discrimination Act (DDAL995. Going back as far as 1997
increases our samples of those with particular itiemd and for whom that condition is
activity limiting. We base our sample only on theg® are White and UK-born, to minimise
any potential confounding effects of differentiesponses by ethnic gréugr country of

birth (Chatterji et al. 2007). Unlike in the ethitycanalysis, we retain observations from
Northern Ireland. Our sample currently excludepoesients from the first quarter of 2001,
since the file is corrupt and lacks the majorityafiables. We have taken this up with ONS.
Once again, in the analysis of earnings we regitctsample to men aged 23-64.

3.2. Conceptsand Measures

Pay

Pay is calculated as hourly wage for those in egympént, based on usual hours, including
paid overtime and usual pay in the main job. Hopdy is not calculated for income from
self-employment. We set hourly pay to prices®atjdarter 2008 across all waves using the
consumer price index (CPI), downloaded from thad@ffor National Statistics
(www.statistics.gov.uk). There is relatively highmresponse on earnings questions. As a
result, specific weights for pay have been deriaed are included in the LFS dataset in
addition to those that aim to render the sampke\ahole representative of the population,
taking account of both response and design efféétstherefore adjust pay by these ‘income
weights’ in all the analysis. Aside from the degtivie earnings statistics (see Section 4,
below), we use log transformation of hourly pawihanalysis and express unexplained and
explained components of pay differences in termsgpay.

Ethno-religious groups

% For more details on sample and survey methodaegythe LFS User Guide, Vol. 1.

* Note also that the ethnic categories changed leetd891 and 2001. For pre-2001 respondents owtiseles
based on those who defined themselves as WhitevarelUK-born. For 2001 onwards we included those wh
answered to one of the three White categories fgowvithin a White) heading and who were UK-born.
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Our ethno-religious groups are defined by subjeatithnic group, religious affiliation and by
generation. Using the 2001 ethnic group categaifescategories for religious affiliation
introduced in 2002 and information on country othpiyear of birth and time of arrival in the
UK, we focus on just seven ethno-religious and geire groups. We compare six minority
groups with the UK born White British Christian roafy in order to highlight similarity or
difference within and across ethnic group, religiadfiliation and generation. Thus we look
at the pay distribution and pay gaps of Indian sydndian Muslims and Pakistani Muslims,
breaking each down by whether they were born irdiieor came while they were still young
enough to participate in compulsory education atEyor under (2 generation) or whether
they arrived in the UK as adults or as they apgredcschool leaving age®(feneration).

Disability

Measurement of disability in surveys is the subggehuch discussion and debate, focusing

in particular around objective versus subjectivesg@f-report measures). Kreider and Pepper
(2008) explore the robustness of self-report ofkwioniting disability and find that it is not
robust when compared with ‘objective’ measuresuattional limitation. See also Moon and
Shin (2006). However, Burkhauser et al. (2002) eatthg the commonly used measure of
work limiting disability in US data suggest thatfgeport data provides an adequate measure
for many purposes. A summary of the different measgommonly used in the UK can be
found in Bell and Heitmueller (2009). These incluprstions relating to activities of daily
living, as well as work limiting measures. Berthd@@08) uses a much richer set of
guestions on functional limitations as well as lo@ hature of conditions from a specialist
disability follow-up survey. However, few non-sp&cst surveys contain such an array of
guestions. Since the implementation of the DDA@mmended suite of questions has been
developed and included in the LFS since 1997, amddvised as providing an appropriate
basis for the definition of the disabled populat{®&mith and Keyte 2008). We draw on these
guestions in both defining out disabled populatiand in distinguishing their experience.

Prior to 1997, given the focus of the LFS on emplewt, the main concern was with whether
the health problem limited either the type or anmtafrwork the respondent could carry out.
Since 1997, however, while the work-related healtbstions remain, the extended set of
guestions on health problems have aimed to refieebility as defined for the purposes of
the Disability Discrimination Act 1995. Thus thexee questions on whether the respondent
experiences a long-term health condition, whethat ¢condition limits their ability to carry

out activities, the type of condition or conditipasid whether the respondent has experienced
a long-term condition in the past (and the typeafdition). We construct a measure of
disability based on whether the respondent expegea long-term iliness (LTI) and whether
it is activity limiting (‘activity limiting LTI’). This for us represents a measure of disability
that approximately accords with the DDA definittoWe compare these populations not only
with the non disabled (those who have no long-tdmass) but also with those who have a
long-term illness but do not consider it limitsithaaily activity (‘non activity limiting LTT’).
This second group are, in many ways, more sinoldhé¢ non-disabled population than the
disabled population, as we can see from the des@igtatistics, below; but they are not as
similar to non-disabled as was found by Jones.¢0ahes et al. 2006b) for non-work limiting
long term ill compared to non-disabled in an eapieriod of the LFS data. In the population
as a whole aged 16 and over, 64.7 per cent doavet &ny long lasting health condition; 15
per cent have a long lasting health condition tlees not limit activity; the remaining 20.3

®> The DDA definition also takes account of past b, but we do not use that information in thisalysis.
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per cent have a long lasting health condition #hsat limits activity. Additionally, we can
specify the disabled (activity limiting LTI) grougnd those with a less restrictive condition
(non activity limiting LTI) more specifically by kang account of whether the disability is
physical or mental. Given the wealth of informatmmthe extra penalties associated with a
mental health condition, it could be important btttascertain the extent to which non
activity limiting mental LTI is associated with pdisadvantage relative to the majority
compared to the pay disadvantage of those withactivity limiting physical LTI. Moreover,
we can compare the pay of those with a mental gsipal condition according to whether
that condition is activity limiting or not. Amongdse with non activity limiting LTI, 84.3 per
cent have a physical disability as their main tepfobblem, while for 3.5 per cent the main
health problem is a mental condition. (The renragrpeople have learning disabilities;
progressive ilinesses; or other health problemswieudo not analyse them separately in this
report.) Among those with activity limiting LTlpf 76 per cent the main disability relates to
a physical condition, while for 9.1 per cent themizealth problem is a mental condition.

Thus we have seven populations we consider and a@nipee further Table 1): non disabled
people; those with non activity limiting LTI (ajypes of condition); those with activity
limiting LTI (all types of condition); and two submups each of the non activity limiting and
activity limiting groups: those with a non activityniting physical LTI; those with a non
activity limiting mental LTI; those with an actiyilimiting physical LTI and those with an
activity limiting mental LTI.

If these measures define tp@upswe consider we can also use additional informaion
health experience to help explain differences betwdisabled people (those with a condition
that is activity limiting) and those with a conditi that does not limit their activity. This
additional information is potentially important elping understand the sources of pay
differences between those with common types of itiemd Thus we use measures of whether
the disability limits the type or amount of workdathe number of conditions as additional
predictorswhen comparing those who share a type of conditid@ can also control for
whether those with a physical disability also elgrae a mental health condition, and, for
those with a mental health condition as their niegalth problem whether that is depressive
illness or ‘mental illness’.This enables us to give a much finer grained péct the
relationship between types of disability and panthas typically been the case. The work
limiting variables can be informative about theemttto which it is apparent differences in
productivity compared to differences in, say, oatignal distribution that contribute to pay
gaps between those with a long term illness. Amagusdditional information on mental
health status can help to give some insight intethér that is associated with greater pay
deficits even among those with the same type a term health condition. We specify these
additional variables further below.

Table 1 summarises the minority subpopulationsyaedl for both ethnicity and disability,
and the respective comparison groups.

® For more detail on the series of health quesimhed see the Appendix.
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Table 1: Sub-populations and comparison groups

Ethno-religious groups Disability
Minority group Reference group Minority group Reference group

1% generation Indian White British Activity limiting LTI Non disabled
Hindus Christian, UK born

2" generation Indian White British Non Activity limiting Non disabled
Hindus Christian, UK born LTI

1% generation Indian White British Activity limiting LTI Non activity limiting
Muslims Christian, UK born LTI

2" generation Indian White British Non activity limiting Non disabled
Muslims Christian, UK born LTI: physical

conditions

1% generation

White British

Activity limiting LTI:  Non activity limiting

Pakistani Muslims  Christian, UK born  Physical conditions LTI: Physical
conditions
2" generation White British Non activity limiting Non disabled

LTI: Mental health
conditions
Activity limiting LTI:
Mental health
conditions

Pakistani Muslims  Christian, UK born

Non activity limiting

LTI: Mental health
conditions

The comparisons of wages between the minority gemgocomparison population take two
forms. (We use minority here to refer to both ethminorities and disabled people.) First we
calculate the counterfactual for pay of those wlataim the minority group on characteristics
but come from the majority group. Second, we deamsaphe absolute pay gap between
minority and majority into the amount that can kplained by characteristics, illustrating
which characteristics explain the most, and thewarhthat remains unexplained. We use a
combined regression approach to compute the cdaateal. Weights are based on the
predicted probability of belonging to the minonigther than the reference group. The
probability is predicted using both direct pay-tethvariables and variables that are
associated with membership of the minority groupemeas the wage regressions are
estimated using only those characteristics thabeagxpected to influence pay: human
capital and job characteristics. As noted in thogtuction, differences in the distribution of
job characteristics may themselves invite explamatis much as ‘explain’ pay differences.

Pay-related variables

For both disability and ethnicity wage models welude qualifications, occupation, age, firm
size, job tenure, region, whether work is part-traher than full-time, and whether work is
in the public rather than the private sector. Thagenot always formulated in precisely the
same way across the two sets of analyses.

Following the National Vocational Qualification skification (NVQ), for the ethnicity
analysis we identify six qualification groups: (1¥Q 4 or above; (2) NVQ 3; (3) NVQ 2; (4)
Less than NVQ 2; (5) other qualifications; andr{é)qualification. The group of “other
gualifications” is a heterogeneous one, includithgalifications obtained abroad that are
not directly comparable with British qualificatianghis will have a bearing on our
interpretation of the contribution of these othealifications to pay gaps in the analysis of
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ethno-religious groups, since it may capture otimneasured sources of heterogeneity
between the UK and the non-UK born. We use thedsglevel of qualifications, level 4 plus
as our reference category. The data used in thbititg analysis includes breaks in the
categories and therefore we can only use a conssé of three categories across our
observations: (1) NVQ 4 or above; (2) NVQ 3; (3) @\2 or less. Here we use NVQ 2 or less
as our reference category.

Age and age squared are both included in the dityadmalysis as continuous variables. The
probability of disability itself increases dramailily with age, and hence it is important to
include age in this form. In the ethnicity analysi® include age as a dummy for whether
aged over 34. This is because the age ranges afioority samples are much younger than
the comparison group on average for tffeg2neration, and the age distribution is curtailed.
Average age differs significantly betweehand 2° generations. While the average age of
1% generation Indian and Pakistani men was arourd4@nd is comparable to the average
age of British Christian men, the average age @fthgenerations of both ethnicities was
only 32-34. To include age as a linear variableildeeduce the overlap between the two
populations and invalidate any attempt to intergretcontribution of age to differences in

pay.

Job tenure and qualifications can be thought ehasiuman capital that the individual brings
to the job. Job tenure is included as a dummy kikaien the analysis distinguishing those
with 5 or more years in the job from those with Qeérs. The choice of this dummy was to
maximise the overlap between our minority and etgrences populations in the variables
used. We also considered that it better capturedifference between long and short jobs
than a linear variable, which could be restrictgdiate of immigration and by disability
onset.

Whether individuals are in full-time or part-timeaupation and the particular type of
occupation can be seen to represent constrainessible pay. We discussed above the
potential relevance of pay as both a constrairgraployment and enabling participation in
some form. For our analysis, part time is definedeaver than 30 hours per week. It thus
includes a potentially wide range of actual hoarppint we discuss further in our
interpretation.

For occupation, we include at 1-digit Standard @etwn Classification (SOC) level the
nine major occupational groups, which are assatmaith different levels of pay. We use
higher managerial and professional as our refereatsgory. The span of our disability
analysis includes a change in occupational codvagher than attempt to harmonise across
the change in SOC, we include dummies for botfSBE€90 and the SOC2000 categories,
using the higher professional and managerial froth s the reference category as the most
consistent across the series break. For the etyaitalysis, we also incorporate five
occupations at the three digit level in which dertainority groups show relatively high
concentrations. Overall, minority groups appeasg¢anore concentrated in specific
occupations than white British Christians are; heave2 generations are much less
concentrated tharfgenerations.

Our inclusion of five 3-digit occupations into camalysis is based on the distribution of

ethno-religious groups across occupations. Thepgatoans are: Health Professionals;
Information and Communication Technology ProfesaisnFunctional Managers; Transport
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Drivers and Operatives, and Sales Assistants atallZashiers. Nearly 14 per cent of Indian
Hindu 1 generation men work as Health Professionals; éerent of them work as
Information and Communication Technology Profesaisywhile over six per cent work as
Functional ManagerSSecond generation Indian Hindu men are less corated than the

first generation. For thé'®generation, Health Professionals do not occupgrifiant
proportion. Instead, Functional Managers and Inedrom and Communication Technology
Professionals are the most common, with around peneent and eight per cent respectively
of 2" generation Indian Hindus working in these two gtions.

Indian Muslims concentrate in somewhat differenidki of occupations. Nearly eight per
cent of ' generation Indian Muslim men work as Health Prsifesals; but note that the
proportion is much smaller than fot generation Indian Hindus. A similar proportion wor
as Sales Assistants and Retail Cashiers; and meadyper cent work as Transport Drivers
and Operatives. Second generation Indian Muslim, thewever, concentrate mostly heavily
in Sales Assistants and Retail Cashier occupatimng per cent).

Pakistani Muslims are the most concentrated grd\mpong the 1 generation, 24 per cent
work as Transport Drivers and Operatives; and anhkm@‘d generation 14 per cent work as
Transport Drivers and Operatives, while nearly &0gent work as Sales Assistants and
Retail Cashiers. Occupationally, it would seem thdian Muslim men fall between the
patterns of Indian Hindu and Pakistani Muslim mzut, are more similar to Pakistani
Muslims than to Indian Hindus.

For the disability analysis, we include regionhe form of the nine government office
regions of England plus Wales, Scotland and Nontiretand. Controlling for broad regional
differences is important as the relationship betwdisability and labour market outcomes
has been shown to vary by region (Jones et al.&006ere are also substantial variations in
those who claim disability benefits by region irtlbthe US and the UK (McVicar 2006;
Rosato and O'Reilly 2006). Regional variation ithb@tes of disability and the consequences
of disability has been linked to differences in iegtion levels, the type of industry, as well
as factors such as local diets. Participation raeswage rates of disabled people echo
patterns of regional employment and wage ratearaas of higher employment, disabled
people are also more likely to be in work and teree higher pay. In areas of
deindustrialisation and mass unemployment, lackn@bloyment has itself been regarded as
contributing to higher rates of long-term menthdaeks (Jones et al. 2006a).

The ethno-religious groups we consider are failgyhly concentrated in specific areas. See
also Peach (2006) on this point. This makes it babntrol for a large number of regions
across all our comparisons. Some groups do notaappsome regions at all; while numbers
in others are high for some groups but not for igthiéor that reason we aggregate the
standard regions into three broad geographic ameasler to ensure that all groups have
some presence in each region. The three macroaegre: (1) Scotland and North of
England, including Tyne & Wear, Yorkshire, the Raflsthe Northern Region, and Scotland
(‘North’); (2) Wales and Mid England, including tihdidlands, East Anglia, Manchester,
Merseyside, the Rest of North West, and Wales (N&Y); and (3) London and the South
(‘South’). Indian Hindus are heavily concentratedhe South, and only a small proportion is

" These, and subsequent occupational proportionsadrelated from all men aged 16-64 in employmext a
whether or not we have pay data for them.
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found in the North. Indian Muslims, instead, seerbé more equally distributed across the
three regions, but generally tend to concentrateerMiddle. Pakistanis seem to be the most
evenly distributed across the three macro-regions.

We control for whether employment is in the pulskector rather than the private sector and
for the size of the firm where the respondent ipleyed. There have been debates about how
discrimination may be influenced by both sector fimd size (Heath and Cheung 2006). For
disabled people firm size has, additionally, beekeld to the ability to accommodate
disability. We can see this in the fact that srhaths were initially exempt from the

provisions of the DDA — though this exemption watet repealed (Jones and Jones 2008).
For the ethnicity analysis we have dummies for $inmith 0-25 workers, 25-250 workers

with large firms of over 250 workers as the refeeenategory. For the disability data,
changes in the categories over time mean we cédmravet exactly the same breakdown.
Instead we have just one dummy for firms of siZ€0and our reference category is all those
with more than 50 employeés.

For the disability analysis, we include dummiesvidtnether the respondent identifies their
long term illness as limiting the amount or typenairk that they can carry out. While there
have been concerns about justification bias irti¥ldao such work-related questions (i.e. that
those out of work are more likely to see their titepfoblem as work limiting), those
concerns do not apply in this instance as we dseaamcerned with those who are in paid
work. As we discussed in the background to thisregphese variables can be taken as
informative about severity of the condition (anechsequently productivity), and the impact of
that severity on the type of occupation the respahd in. While Jones et al. (2006b) argue
that the whole of the difference between the warkted and non-work limited disabled can
be understood self-evidently as a productivityedighce, the difference between the activity
limiting LTI and non activity limiting LTI is not@ clear cut as it can apply to activities
beyond — and irrelevant to — the workplace. Thestielusion of the work-limiting dummies
can help to explore whether there do appear tadduptivity differences between the two
groups. However, they may also be informative alloeiextent to which employers are
accommodating and make them feel their disabiBtyark-limiting (Schur et al. 2009). Thus
the lower pay of those who are ‘work-limited’ couldfact be partly the lower pay of those
who are not accommodated and thus feel their condits work-limiting, rather than to their
(potential) productivity.

Additional predictor variables for logit equations

In addition to pay-related variables, in calculgtithe counterfactual on the basis of
probability of belonging to the majority group, weditionally included a discrete number of
variables that distinguished between minority amehjgarison groups. These comprised
marital status, presence of dependent children agedr 5 and aged 5-15, and, for the
ethnicity analysis, whether the respondent had terg health problems. For the disability
analysis we also include housing tenure as thab&es shown to be different for disabled
and non-disabled people, and that those with afemg condition but for whom it is not
limiting have a distribution much more similar tmse who have no long-term condition than
those who have a limiting long term condition (Joeéal. 2006b). Dummies for housing

8 Initially we distinguished between firms of 0-280d25-50 employees but the smaller category was not
statistically significant in our models.
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tenure are included for privately rented and l@dhority housing, with owner occupation as
the reference category. Where we compare among thls experience a LTI according to
whether it is health limiting or not, we also indivariables for the number of conditions and
its square. Since, as well as specifying the maaith problem, respondents can identify all
other types of health problem, we can use this tcoliconditions (and its square) as a proxy
for severity.

Finally, we include a dummy in the equations farsh whose main health problem is a
physical disability to identify whether they havenantal health condition as well. We know
that employment disadvantage and employment digtaiion is greatest for those with
mental health conditions (Baldwin and Johnson 2@8&0thoud 2006; Kidd et al. 2000), so
this may be important as a potential confoundirgoiawhen we are decomposing the
difference between those whose main condition igciinity limiting physical LTI and those
whose main condition is a non activity limiting [ggal LTI. Similarly, while in defining
those who have a mental health problem as combthmgvo groups of those with a
depressive disorder and those with a mental ilinessalso include a dummy in the equations
to distinguish between them, since there may welifferences in stigma and possibly in
ability to hold down particular sorts of employmeasssociated with the distinction (Baldwin
and Marcus 2007; Braden et al. 2008).

3.3. Methods

Most of the decomposition analyses of the pay gae lbeen based on the Blinder-Oaxaca
method. But, because this method relies on a liregaession assumption and on out-of-
sample predictions, it can be applied only to exphaean differences and it can lead to
misleading results (Barsky et al. 2002). Nevertbglés popularity has not decreased and this
is because it allows for a detailed decompositiiothe pay gap. That is, it enables an account
of the pay gap which distinguishes the contributbeach specific covariate considered.
This detailed decomposition is not in general g@eddy using other methods such as the
weighting technique proposed by Di Nardo et al @98ut, by adopting a recent method
proposed by Firpo et al (2007), we overcome the/bagks of the Blinder-Oaxaca
decomposition and provide a detailed decomposdfdhe pay gap at the mean as well as at
different percentiles of the distribution. Thiguisssible thanks to the use of weights to
equalize the empirical distributions of the covesabetween groups and of recentered
influence function regressions. This method ismlzioation of the more well-known
weighting method (DiNardo et al. 1996) and Oaxagle slecomposition (Blinder 1973;
Oaxaca 1973).

The weighting technique involves estimating a mddethe probability of belonging to a
minority rather than the majority using a set gblexatory variables. In our empirical
application we consider a logit model for eachhaf tminority groups examined, and we use
its predictions to compute weights given by therbaetween the probability of belonging to
the majority and the probability of belonging te iminority. We could then compute the
weighted mean and quantiles of log pay for eaclontingroup. These weighted statistics are
the counterfactual mean and quantiles of log pag&ch minority group as if it had the same
distribution of characteristics (explanatory vakeshin the logit model) of the majority group.
We can decompose the mean (or quantile) pay gagebateach of the minority groups
considered and the majority group into two additeenponents: the difference between the
mean pay for the minority group and its counterfactmean (‘explained’) and the difference
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between the counterfactual mean and the mean pélydfanajority group (‘unexplained’).
The main advantage of weighting methods are tlegt tbquire specifying and estimating a
model only for the probability of belonging to thenority. On the other hand, their main
drawback is that they do not provide a detailecbdgmsition. That is, a decomposition
where the contribution of each single covariate lmaiseparated out.

Oaxaca decomposition (Blinder 1973; Oaxaca 19783 agegression approach, regressing
the pay of minority and majority separately on tlodiaracteristics. By making linearity
assumptions, the difference between the pay ofniyagnd minority can then be
decomposed into that due to differences in chanatits (explained) and the difference due
to differences in coefficients on those charadiesgunexplained). Further, the two
components can be decomposed into the contribafieach of the covariates.

The main advantage of the Oaxaca decompositidratdtican be used to provide a detailed
decomposition and evaluate the contribution of eaxfariate in explaining the pay gap. On
the other hand, its two major drawbacks are theit (& not applicable to nonlinear regression
models such as quantile regressions; and (2) ipoaauce unreliable results if the linearity
assumption is too restrictive and if the covaridteshe two groups do not have common
support so that the counterfactual mean estimaibased on out of the sample predictions
(see Barsky et al 2002).

Firpo et al (2007) show how to generalise the CaxBromposition of the mean gap to
guantiles, variance and other potential summatists by using the recentered influence
function (RIF) approach. The RIF for a statistior(@xample a quantile) is a transformation of
the outcome variable, in our case the log pay, fhehits mean equals the actual statistic.

By assuming a linear relationship between the RibFtae explanatory variables, we can then
use the Oaxaca decomposition to explain differenmcpay quantiles or other statistics. This
approach, which we call a generalized Oaxaca oessgn based approach, includes the
Oaxaca decomposition as special case becauseRhw Rle mean is the actual outcome
variable, log pay. The computation of the countgtfal in this approach is still based on a
linearity assumption and possibly on out of the glanpredictions.

To overcome this limit, we can further combine virtigg and regression based approaches.
In other words, we estimate the weighted linearaggjon of the RIF for each minority group
by using weights as described above. This estimagiconsistent if either the weights (i.e.

the logit model) are correctly estimated or thedinregression model is correctly specifid.
The counterfactual mean or quantile are computen e Oaxaca decomposition but
considering the coefficients estimated using thgyted regression (RIF) model instead of
the simple mean regression model. Given the colacteral, we can again decompose the pay
gap into the pamxplainedby difference in the covariate distribution (thBetence between

the minority group and the counterfactual statstand the residualinexplainedpart

(difference between the counterfactual and the ntgjstatistics). We can further decompose
the explained part into two components: (1) thdarpd component based on the regression
(generalized Oaxaca) approach; (2) the differemteden the ‘explained’ component in the
generalized Oaxaca and in the combined weightidgegression based approaches. The size

° We refer to Firpo et al. (2009) for more detaitstbe definition of recentered influence function.
1%1n summary, the combined weighting and regressased estimation method is double consistent (Rainl
Rotnitzky 1995).
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of the second component tells us how close thergkned Oaxaca decomposition of the pay
gap is to the amount explained according to oubBstobust counterfactual, and thus the
confidence with which we can use the detailed tedal the contribution of different
characteristics deriving from the generalized Oax@ecomposition. (See Firpo et al (2007)
for more details.)

4. Descriptive statistics

4.1. Labour market participation

We start by examining the share that those in eaigloyment make up of working age men
from the different groups within our two minoritgjpulations, ethnic minorities and disabled
people. This provides the context for our analgéigay gaps. For both disabled people and
for ethnic minority groups, it has been argued thigtat the point of access to employment
that labour market disadvantage is most salient{fa and Johnson 2000; Heath 2001);
though others have argued that it is importanbtosler in-work barriers in addition (Rigg
2005), and that there is substantial pay disadgentathin employment (Longhi and Platt
2008).

The UK’s ethnic groups have been shown to have d#figrent levels of labour market
participation (Platt 2007). Though the variationfieen is not as great as it is for women,
there are distinctive differences in rates of eocmieanactivity among men, with relatively
high rates among Pakistani men and the lowest amesig Indian and White British men.
However, even among those economically active theralso some striking differences in
terms of proportions in full-time and part-time doyment, with large proportions of
Bangladeshi men in part-time employment, in selpEryment with substantial proportions
of Pakistani men (and, to a lesser extent Indian)reelf-employed, and unemployment, with
higher rates of unemployment for all ethnic minestrelative to the majority (Longhi and
Platt 2008). As measures of earnings are only abailfor those in employment all of these
sources of variation influence the proportion of group subject to analysis of pay.
Moreover, the variations are also informative alstuictural aspects of the labour market
and the extent to which particular opportunitiesdoonomic activity are accessed by
minority groups.

There is also clear evidence of lower labour mapketicipation rates among disabled people
in the UK (Berthoud 2006). While the rate variesading to the definition used, Berthoud
suggests that in the mid 1990s only 29 per cedisabled people were in work of 16 hours
or more, while the rate for non-disabled people Wager cent. There is also evidence of
lower pay for those who are in employment. Disalgledple have higher rates of part-time
employment (Jones 2007), which tends to attracetqway than full-time work. But even
among those working full-time, rates of pay foradied people are lower than for non
disabled people (Longhi and Platt 2008). Jonesed@007) has suggested that part-time
work offers a means for disabled people to pari@pn employment in a way that
accommodates them more effectively. Thus, givemtar part-time pay deficit, greater
access to employment by these means might acaey to increase disabled people’s pay

gaps.

Figures 1 and 2 illustrate the extent and typebbdur market participation across ethno-
religious groups and disability groups, respectiveebm our data. They thus reveal the extent
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to which those in employment (whether full or parte) are a selected sample. We can also
see the relative importance of self-employment@ameimployment among the economically
inactive. Rates of unemployment are clearly inaveadf labour market disadvantage, and it
has also been argued that for some minority etimaiaps self-employment represents a
response to constrained opportunities rather thaaxpression of entrepreneurship or the
exploitation of particular, niche opportunities §K and Drinkwater 2000; Clark and
Drinkwater 2002). For disabled people, self-empient, like part-time employment has
been argued to represent a means to accommod&atglidy in ways that cannot be
achieved in the employed work (Jones 2007), aséld®mployment (Pagan 2009).
Economic inactivity can represent a variety ofeliéint circumstances. lll-health will clearly
contribute to it, and this is likely to be the pang, though not the sole factor in the inactivity
rates of disabled people. For some ethnic mingnbyps rates of inactivity through ill-health
are also quite high (Salway et al. 2007). Many sitiisl and those in full-time education will
also be economically inactive and the proportidnhese will vary with age — and thus also
with generation. Inactivity can also represent upleyment for those who have become
discouraged from actively searching for work — #mgs do not meet the ILO definition of
unemployed. And finally some inactive will be thaseing for dependents — though for men
this typically has a much less significant beaongparticipation than it does for women.

Figure 1 shows that Indian Hindd generation men of working age have the highessrat
employment of all our groups, closely followed byWé British Christian men. These groups
also have the highest rates of economic activityian Hindu 2 generation men and Indian
Muslim 1% generation men have very similar rates of econamiivity (and of paid work),
but 2 generation Indian Hindus have higher rates of egmpent because self-employment
plays such an important role fot generation Indian Muslims. Indeed? Beneration Indian
Muslims have higher employment rates than thgeheration, though they have lower
activity rates. Pakistani Muslinf‘generation men have economic activity rates tieat a
slightly higher than those of2generation Indian Muslims, but their employmenésaare
relatively low, as a result of the highest ratesaif-employment of any group. The lowest
employment rates are experienced Mg2neration Pakistani men. Inactivity rates (sttg)en
are relatively high for this group, but employmeattes are also affected by the highest
unemployment rates of any group and higher rategldemployment than any of the other
2" generation groups.
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Figure 1: Employment status of men by ethno-religigroup and generation, men 16-64
Source: Labour Force Survey, 2002-2008, weighted.

We immediately see that earnings from employmeant pldifferent role for the different
groups and that there is evidence of substantialuamarket constraints in the form of high
rates of unemployment fof®generation minorities and high rates of self-emmient for £
generation minorities.

Figure 2 shows that if we focus on men aged 16+cavesee very large differences across
disability status, and by kind of disability. Tleowith non activity limiting physical LTI have
employment patterns that are very similar to thafsgon disabled people. Activity limiting
physical LTI reduces employment and labour foragigipation somewhat.

Those with a mental health condition are lessyikelbe in employment, and more likely to
be either unemployed or inactive than people wiptygsical disability. Employment of
workers with non activity limiting mental LTI is giner than people with activity limiting
physical LTI, but lower than people with non adiMimiting physical LTI. Those with
activity limiting mental LTI are the least likelp be in the labour market.
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Figure 2: Employment status of men aged 16-64,isahility group
Source: Labour Force Survey, 1997-2008, weighted

4.2. Pay

What are the pay differences across the earnirsgshiition of those in employment? Here
we necessarily consider only those who are in fadidime or part-time employment,
excluding self-employment; and, as in our analgaisple, only men aged 23-64. Results are
adjusted by income weights (as discusse8dation 3.2).

Table 2 shows the pay of the seven ethno-religiwagps who form the basis of our analysis.
The rest of the analysis focuses on log pay; ardeTAl shows the means and quantiles of
log pay for the different groups (and their staddanrors). However, for descriptive purposes,
real pay provides a clearer indication of the sollde differences across groups. Focusing
just on the mean pay, shows that Indian Hindus esmre on average that White British
Christians, but that all the other groups earn legban Muslims earn substantially less on
average than Indian Hindus, but rather more th&is®ai Muslims. For each group th&' 2
generation fares better than thiikgeneration; but the differences between groupsake

that 2' generation Pakistani Muslims earn on average mmhrmore than®igeneration

Indian Muslims and substantially less thahgéneration Indian Hindus.

Table 2: Mean pay and pay at different percentfethe wage distribution by ethno-religious
group (men aged 23-64, £ per hour)

Ethno-religious Group Mean P10 P25 P50 P75 P90 Obs.
wage
White UK Christian 13.38 6.20 8.00 11.08 16.06 22.81 54848
Indian Hindu ' Generation 14.205.89 7.80 1155 18.48 25.14 537
Indian Hindu 29 Generation 15.39 6.40 9.15 13.18 18.31 26.28 253
Indian Muslim £' Generation 1155484 576 850 14.89 22.63 110
Indian Muslim 2% Generation 12.725.27 6.60 831 17.05 2257 78
Pakistani Muslim T Generation 825451 532 6.63 9.22 14.62 392

Pakistani Muslim # Generation 12.035.06 6.60 8.98 14.48 21.61 256




Source: Labour Force Survey, 2002-2008, weightedn:i@nd quantiles. Pay measured at constant (ffists
guarter 2008).

There would appear to be a hierarchy of pay the&ured both by ethnicity and religious
affiliation. In addition, there is variation in tipatterns across the distribution. At the bottom
of the distribution all the groups exceﬂ? generation Indian Hindu men experience a deficit
relative to the majority, but®lgeneration Hindus outstrip the majority by the edphe
distribution. This suggests that there may be arns#d distribution within this group

possibly as a result of different skills and ocdigeal levels. Second generation Hindus have
a pay advantage relative to the White British Glamsmajority across the distribution. First
generation Indian Muslims have pay well below thfdiVhite Christians at the bottom of the
distribution, but come close to catching up towalsstop, indicating a similar pattern to that
of 1! generation Indian Hindus, but at a slightly lovearel. However, 2 generation Indian
Muslim’s pay echoes quite closely that 8fgeneration Indian Muslims, suggesting this is
not simply an issue of generation. Pakistanis df lgenerations (though particularly thé 1
generation) lag behind the pay of the majorityligb@ints on the distribution, thus failing to
show the polarization or ‘catch-up’ that seemsedaddflected in the experience of the other
groups.

Full-time pay (Table 3) reflects this pattern okl pay. Numbers of those in part-time
work from certain groups are too small for us taabke to draw clear conclusions about
distributions and differences in part-time pay. Batt-time is a low-paying option; and this
would imply limited access to better paying options

Table 3: Mean pay and pay at different percentieshe wage distribution for full-time
workers by ethno-religious group (men aged 23-GdeiEhour)

Ethno-religious Group Mean P10 P25 P50 P75 P90 Obs.
wage

Full-time

British Christian 13.51 6.40 8.19 11.25 16.23 22.98 52114
Indian Hindu ' Generation 14.496.20 8.10 12.09 18.66 25.38 508
Indian Hindu 29 Generation 15.536.70 9.31 13.20 18.39 26.29 249
Indian Muslim £' Generation 12.505.20 6.67 10.38 15.96 22.80 93
Indian Muslim 29 Generation 12.815.27 6.69 8.46 17.05 22.57 74
Pakistani Muslim T Generation 8.834.57 5.67 7.18 10.48 15.11 306
Pakistani Muslim 2 Generation 12.755.43 7.27 9.63 15.28 22.39 228
Total 13.49 6.36 8.15 11.24 16.23 22.99 53572

Source: Labour Force Survey, 2002-2008, weightednsi@nd quantiles. Pay measured at constant ffficsts
quarter 2008).

Turning to disability, workers with non activityriting physical LTI have slightly lower

wages than non disabled workers (Table 4). Thape gccur over the whole wage
distribution. The gaps are slightly larger for werk with non activity limiting mental LTI,
followed by those with activity limiting physicallll. Workers with activity limiting mental

LTI fare much worse than all the others in payt assthey did in employment. For this group,
being very highly selected does not appear to inguohances of higher pay. Instead, perhaps
the low pay prospects form further discouragemeihis group in engaging with the labour
market.
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These figures refer only to white people born @ thK. We can compare the pay deficits
associated with disability with those associateith wthnicity. The descriptive statistics on
fare worse than most ethnic groups we investigaleid. both striking and somewhat
surprising however, to note that generation Pakistani Muslims face lower averagetipan
White UK-born with activity limiting mental LTI. tlis true that our ethnic groups also
include disabled people, but, as Table 7 below shtive rates of long term illness for tHé 1
generation of Pakistani Muslims in our sample atestantially lower than those for the
White British majority and even slightly lower théor the other T generation groups.
Disability tends to be associated with inactiviby minorities, so it cannot account for these
very low levels of pay.

Table 4: Mean pay and pay at different percentifehe wage distribution by disability (men
aged 23-64, £ per hour)

Disability Group Mean P10 P25 P50 P75 P90 Obs.
wage

Non disabled 12.755.87 7.61 10.59 15.34 21.84 105391

Non activity limiting physical LTI 12.045.62 7.25 9.99 14.61 20.68 18513

Activity limiting physical LTI 11.16 5.21 6.72 9.25 13.36 18.88 9367

Non activity limiting mental LTI 1154480 6.64 9.32 13.88 19.90 581

Activity limiting mental LTI 9.71 469 6.00 7.90 11.38 17.21 701

Source: Labour Force Survey, 1997-2008, weightednsi@nd quantiles. Pay measured at constant ffficsts
quarter 2008).

For disabled people, the comparison between fuile pay (Table 5) and part-time pay

(Table 6) is potentially interesting given thattg@ne work has been suggested as a way that
disability can be accommodated within employment. disabled people, part-time work
retains a clearly differentiated distribution acrtise quantiles for each group; and part-time
gaps are substantial for disabled people, espgétaithose with activity limiting mental LTI.
For most disabled groups, though, full-time gapsii@ppear to be somewhat larger.

Table 5: Mean pay and pay at different percentieshe wage distribution for full-time
workers by disability (men aged 23-64, £ per hour)

Disability Group Mean P10 P25 P50 P75 P90 Obs.
wage
Non disabled 12.825.99 7.73 10.71 1542 21.92 101532
Non activity limiting physical LTI 12.16 5.81 7.43 10.17 14.76 20.74 17462
Activity limiting physical LTI 11.23 546 6.98 9.52 13.56 19.06 8581
Non activity limiting mental LTI 11.64 5.26 6.79 9.50 14.01 19.88 528
Activity limiting mental LTI 10.23 499 6.41 8.34 1195 17.58 589
Total 12.61 592 7.61 10.53 15.19 21.55 128692

Source: Labour Force Survey, 1997-2008, weightednsi@nd quantiles. Pay measured at constant ffficsts
quarter 2008).
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Table 6: Mean pay and pay at different percentileshe wage distribution for part-time
workers by disability (men aged 23-64, £ per hour)

Disability Group Mean P10 P25 P50 P75 P90 Obs.
wage
Non disabled 10.81 417 523 7.09 1151 19.11 3856
Non activity limiting physical LTI 9.97 415 5.13 6.74 10.39 18.60 1048
Activity limiting physical LTI 10.37 4.02 5.06 6.26 9.42 16.40 786
Non activity limiting mental LTI 10.51 401 458 6.47 10.40 2281 53
Activity limiting mental LTI 691 337 472 585 7.93 11.89 112
Total 10.52 4.14 517 6.86 1091 18.60 5855

Source: Labour Force Survey, 1997-2008, weightedn:i@nd quantiles. Pay measured at constant (ffists
guarter 2008).

4.3. Descriptivesfor thevariablesused in the analysis

We move on to describe the distributions of thealdes that we include in our analysis as
potentially relevant to these differences in paguFes 3 and 4 show the distribution of
qualifications according to ethno-religious grounal @ype of LTI, respectively. Qualifications
are after all a very significant determinant of ;payd average qualifications tend to be lower
on average among disabled people, and among manoyitgiethnic groups (Platt 2007);
though the extent to which they can account fdedéhces in employment outcomes between
disabled and non-disabled varies across studiegr&, for example, Berthoud (2008) with
Jones et al. (2006djigure 3 shows that qualifications for tHédgeneration of minorities are
somewhat bimodal, dominated by higher qualificatiahone end and by those with other or
no qualifications at the other. By thed Zeneration, there has been a shift just to thieehnig
gualifications so that all minority groups havehegrates of qualifications at levels 4 and
higher than the majority population (though thidl wi part be a result of thesé®2
generations being dominated by younger, more higtibcated cohorts).
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Figure 3: Qualification levels across ethno-religigroups, men 23-64 (weighted)
(1) NVQ 4 or above; (2) NVQ 3; (3) NVQ 2; (4) Lesan NVQ 2; (5) other qualifications; (6) no quigkftion

Turning to our disability sample, as Figure 4 ithases and consistent with previous research,
those with mental disability seem to be slightlyt&eeducated than those with physical
disability. However, we do not know the extent tioiet disability was or was not associated
with educational choices and trajectories. We caslslime that in most cases the onset of
disability succeeded the completion of educatiorthat what we see is that the less-well
educated are more susceptible to disability. Howedellenbeck and Kimmel (2008) argue
that disability can itself influence education dgmns and options. According to the US
literature (Loprest and Maag 2003), those who becdisabled after their early 20s are less
likely to have completed school or acquired quadifions than those who do not become
disabled, they are still more likely to have guedifions than those who experienced early
onset or were born with a disability. This is cateint with Berthoud’s (2006) findings for the
UK, though he represented the causal path in thesie direction, suggesting that
completing education relatively early was assodiatgh greater chance of onset of disability
(and severe disability). His results are, howeperhaps as well explained in terms of the
constraints on acquiring good qualifications anchpteting post-compulsory education
experienced by (severely) disabled young people.
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Figure 4: Qualification levels across disabilitpgps, men 23-64 (weighted)
(1) NVQ 4 or above; (2) NVQ 3; (3) NVQ 2 or less

Figure 5 shows the distribution of 1-digit occupas across our ethno-religious groups. As
we discussed above, there are distinctive pattdrascupational concentration even at this
one-digit level. Table 7, which illustrates the poations of all the variables in our analysis
sample shows the concentrations for the 3-digitipations in which one or more of our

minority ethno-religious groups show particularhaniked distribution.
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Figure 5: Occupations across ethno-religious gromes 23-64 (weighted)

(1) Managers and senior officials; (2) Professi@m@upations; (3) Associate professional and teethn(4)
Administrative and secretarial; (5) Skilled tradesupations; (6) Personal service occupations5ér@s and
customer service occupation; (8) Process, plant@achine operatives; and (9) Elementary occupations

We can see the distribution of all the independanibles across our analysis samples in
Table 7 (for the ethnicity analysis) and Tabled@ ¢he disability analysis).

Table 7: Descriptive statistics of the ethnicityiation sample (men 23-64 for whom wage

data is available)

White Indian Indian Indian Indian Pakistani Pakistani
British  Hindu Hindu Musli Musli  Muslim  Muslim
Christian 1 Gen 2 Gen m m 1 Gen 2 Gen
1Gen 2Gen
No of observations 50778 508 234 105 76 349 241
Aged 34-64 79.5 60.8 56.0 70.5 47.4 62.2 40.2
(Ref: 23-33)
Working part-time 5.0 4.9 1.7 16.2 5.3 22.1 12.0
(Ref: full-time)
Public sector 21.4 25.6 17.9 23.8 19.7 11.2 19.9
(Ref: private)
Job tenure > 5 years 61.2 40.0 449 48.6 51.3 39.341.1
Qualifications
Level 4 or more 32.0 45,5 62.8 33.3 47.4 21.8 47.3
Level 3 16.8 4.7 13.2 4.8 6.6 3.4 13.7
Level 2 22.7 5.1 12.8 5.7 6.6 5.2 15.4
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Less than 2 12.2

Other qualifications 6.7
No qualifications 9.7
Occupations:

1. Managers and 22.1
senior officials

2. Professional 13.8
occupations

3. Associate 14.3
professional and

technical

4. Administrative and 4.9
secretarial

5. Skilled trades 154
occupations
6. Personal service 2.5
occupations

7. Sales and customer 2.8
service occupation

8. Process, plantand 13.9
machine operatives

9. Elementary 10.3
occupations

113. Functional 7.6
Managers

213. Information And 2.1
Communication

Technology

Professionals

221. Health 0.5
Professionals

711. Sales Assistants 1.5
And Retail Cashiers

821. Transport 6.1
Drivers And

Operatives

Firm size: 0-25 29.5
Firm size: 26-250 40.9
Firm size: 250+ 29.6
Scotland and North of 27.0
England

Wales and Mid 36.9
England

London and the South 36.1
Whether health 26.8
problem

With children 0-4 6.8
With children 5-15 28.9

Married or cohabiting 78.8

1.8
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12.8
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11.6
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3.3
2.4
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10.6
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6.8
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9.4
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3.8
31.4
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6.7

5.7
4.8
4.8
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11.4
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1.9

9.5
9.5
5.7
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31.4
17.1
48.6

34.3
23.8

13.3
46.7
90.5

17.1
9.2
13.2
22.4
23.7

7.9

10.5
2.6
3.9
13.2
7.9
7.9
6.6

2.6

3.9
9.2
2.6
42.1
26.3
31.6
17.1
50.0

32.9
15.8

23.7
46.1
80.3

5.2 10.4
37.8 2.1
26.6 11.2
6.9 10.8
11.2 22.8
6.6 14.9
4.9 7.1

10.9 7.5
2.3 2.9
10.3 12.0
26.9 8.7
20.1 13.3
2.0 5.0
1.1 6.6
4.6 2.9
9.5 8.3
9.5 3.3

39.0 30.3
34.4 837.
26.6 32.0

28.9 29.5
31.5 40.7

39.5 29.9
17.8 14.5
15.5 15.8
44.4 .548
88.8 81.7
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Note: all variables in percentages

Table 8: Descriptive statistics of the disabiligtimation sample (men 23-64 for whom wage
data is available)

Non Non Activity  Non Activity  Non Activity
disabled activity Limiting activity limiting activity limiting
limiting LTI limiting  physical limiting mental
LTI physical LTI mental LTI
LTI LTI
Observations 94944 18769 10004 16643 8445 512 625
Mean age 41 45 47 45 47 42 42
Working part- 3.7 6.0 9.5 5.7 8.4 9.0 15.8
time (Ref:
full-time)
Public sector 21.2 21.8 225 215 21.7 24.0 28.0

(Ref: private)

Job tenure > 5 58.1 61.1 62.1 61.2 62.4 52.0 57.6
years

Qualifications

Qualif. Level 33.0 27.9 23.1 27.3 22.4 31.1 27.5
4 or more

Qualif. Level 22.2 21.1 19.5 21.6 20.1 17.6 16.0
3

Qualif. Level 44.9 51.0 57.4 51.2 57.6 51.4 56.5
2 or less

Firm size: O- 40.1 42.0 43.3 42.0 43.6 42.4 44.2
50

Firm size: 59.9 58.0 56.7 58.0 56.4 57.6 55.8
50+

Occupation -

pre 2001

managers & 8.5 6.5 5.1 6.7 5.2 4.5 4.2
administrators

professional 5.2 3.7 2.7 3.6 2.8 4.3 2.2
occupations

associate prof 3.9 3.1 2.3 3.1 2.3 4.7 2.9
& tech

clerical, 2.8 2.6 2.7 2.6 2.6 4.1 2.9
secretarial

craft and 7.1 6.2 5.3 6.4 5.6 3.3 3.0
related

personal, 2.8 2.3 24 2.2 2.4 2.1 2.9
protective

occupations

sales 1.6 1.3 1.3 1.3 1.3 1.6 1.1
plant and 6.1 5.6 5.9 5.7 6.1 5.5 4.0
machine

operatives

other 2.5 2.6 2.7 2.5 2.5 3.5 4.0
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occupations
Occupations-
2001 onwards
managers and
senior
officials
professional
occupations
associate
professional
and technical
administrative
& secretarial
skilled trades
occupations
personal
service

sales and
customer
service
process, plant
and machine
operatives
elementary
occupations
Regions
North East
Yorks and
Humberside
East
Midlands
East

London
South East
South West
West
Midlands
North West
Wales
Scotland
Northern
Ireland

With children
aged 0-4
With children
aged 5-15
Married or
cohabiting

13.2

9.0

8.9

2.8
9.1
1.3

1.7
7.8
5.7
5.6
9.3
7.9
3.7
7.1
21.4
9.2
9.2
10.1
5.0
10.3
1.4
8.5
30.5

78.3

13.2

9.0

8.5

3.5
10.8
1.8

2.0
9.6
7.7
6.3
11.2
8.5
4.0
5.8
21.6
9.4
9.0
10.3
4.3
8.6
0.8
5.8
25.9

79.3

11.6

7.8

8.5

4.4
10.4
2.5

2.4
11.8
10.3

7.2
10.2

8.3

3.1

5.5
20.8

9.8

9.2

9.7

5.2
10.0

0.8

4.8
24.4

78.8

13.2

8.6

8.4

3.4
11.0
1.8

1.9
9.8
7.6
6.3
11.3
8.7
4.0
5.6
21.2
9.5
9.2
10.4
4.4
8.6
0.8
5.8
26.0

80.3

11.7

7.6

8.6

4.0
10.6
2.5

2.1
12.5
9.7
7.4
10.3
8.3
3.2
5.3
20.7
9.9
9.3
9.6
5.2
10.0
0.8
5.1
24.8

80.9

10.0

10.0

7.8

6.6
10.2
3.1

3.5
5.1
10.2
6.6
10.9
7.2
5.1
7.8
24.4
8.0
9.0
7.8
5.1
7.4
0.6
6.4
26.4

68.0

8.5

8.5

7.8

8.2
9.3
2.6

6.1
6.4
15.5
6.1
9.8
9.4
2.9
5.8
21.6
9.6
8.2
10.4
4.6
10.7
1.0
3.4
23.8

62.6
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LTI limits 14.3 43.7 14.0 41.9 23.2 51.4
amount of

work

LTI limits 26.6 56.7 26.3 55.5 375 65.9
kind of work

Note: All variables are percentages, except age

5. Decomposition results

In the decomposition results that follow, we supply difference in pay at the mean and five
guantiles, the amount that is explained accordiripeé combined weighting and regression
approach, the amount unexplained (i.e. the gap srtimeiexplained), and the amount that is
explained according to a generalized Oaxaca decsitigpo Where the two explained
components are close, we use the generalized Odraompositions to explore what
characteristics are contributing to the explainechjgonent of the pay gap. For reasons of
space we do not provide full tables for the Oaxd@@omposition, but we draw on them in
our interpretation. Similarly we also draw on tbgit equations to discuss the characteristics
that most clearly distinguish the particular mitypfrom the majority, but do not provide full
tables.

5.1. Ethno-réligious groups

Table 9 summarises the absolute pay gaps (in lagss the minority groups relative to the
mean log wage of the White Christian majority (3.44d across the distribution of logged
pay’! Since the mean pay gaps are in logs, they ar@zippately equal to the mean relative
change rather than to the mean absolute changgyinpble 2 gives an indication of what
these gaps are when pay is measured in absolats tather than in logs. While in log terms
the differences may look small they can amounet@®gal £s per hour. Moreover, since they
are expressed in logs they can be interpretedegsrdportion of the reference wage. Thus,
for example the pay gap of §ieneration Indian Muslim men amounts to 16.8 pet of

White British Christian mean wages. Some of thesgap in fact ‘negative gaps’, where pay
is higher than the reference wage. In Tables 2amg in all succeeding tables, for the
purposes of presentation the signs have been siedisgaps (or pay deficits) are expressed as
positive and pay advantage (or the reverse of gapsgxpressed as negative.

" Table Al in the Appendix provides the means arahtjles of logged wages from which these differerme
derived, and their standard errors.
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Table 9: Differences in Log Pay compared to Whitgigh Christians at mean and quantiles,
by ethno-religious group (SEs in parenthesis)

Mean P10 P25 P50 P75 P90
Ethno-Religious logwage logwage logwage logWage logWage logWage
Group difference difference difference difference difference difference
Indian Hindu ¥  -0.035 0.064 0.026 -0.058 -0.139* -0.097
Generation (0.028) (0.037) (0.030) (0.033) (0.044) (0.057)
Indian Hindu -0.126* 0.003 -0.126* -0.157* -0.128 -0.167
2" Generation  (0.040) (0.050) (0.041) (0.051) (0.069) (0.116)
Indian Muslim 0.168* 0.235 0.300* 0.221* 0.059 -0.028

1! Generation (0.064) (0.231) (0.127) (0.070) (0.082) (0.137)
Indian Muslim 0.102 0.200 0.181 0.272* -0.067 -0.014
2"4 Generation (0.085) (0.281) (0.113) (0.090) (0.116) (0.168)
Pakistani

Muslim 1% 0.460* 0.268 0.407* 0.511* 0.551* 0.429*
Generation (0.028)  (0.221)  (0.092)  (0.054)  (0.031)  (0.028)
Pakistani

Muslim 2" 0.124* 0.195 0.166* 0.187* 0.056 0.021
Generation (0.042) (0.107) (0.056) (0.045) (0.051) (0.075)

Notes: Standard errors in parentheses. * = stlitisignificant at the 5% level.

Looking at the Table 9 we find that there are pagysgfor all ethnic-religious minority groups
except for Indian Hindu men. For this last minothgre are statistically significant pay
advantages towards the top of the distributionh@t7%" percentilé?) for the first generation,
and at the mean and across the whole distributioepe the extremes (fand 96'

percentile) for the second generation. For Indiarsivh and Pakistani Muslim men there is a
quite substantial pay gap at the mean for botittend 2° generations. This mean gap is not
statistically significant for the" generation Indian Muslim men, but we should beraved

the small sample size for this group. As expedtediiean gap reduces considerably when
moving from the first to the second generations orth noting that, even though there is a
bit more spread across the distribution in statdlly significant gaps for the first generation,
most of the significant gaps cluster around thdreenf the distribution, and not at the tails.

Tables 10-16 go on to summarise the extent to wihiebe gaps are explained by differences
in job, worker and firm characteristics across mities and the White Christian majority.
More precisely, we control for the following chaertstics: dummies for part-time job,

public sector, educational qualification, job tezyuage, type of occupation, firm size, region,
and calendar year (in the wage equation). In the émuations (used to predict the
probability of belonging to each of the minorityogps with respect to the majority and to
compute weights) we also use dummies for the poesehchildren, long term health
problems and being married or cohabiting.

Table 10 summarises the decomposition at the nweallfthe ethno-religious groups. It
provides the mean pay gap, followed by the amdaitis explained according to the
combined weighting and regression decompositiomagm. That is, the difference between
the counterfactual and the actual mean wage. Teeplained is the difference between the
majority and the counterfactual mean wage, sinesehvould have the same value if it was

12 And at the 9% percentile at the 10 per cent level.
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only differences in the distribution of characteds that was causing the gap in pay because
the counterfactual mean equalises the distribuwdfarharacteristics across minority and
majority. The explained and unexplained componsais to the mean pay gap. The final
column gives the explained component of the payagaprding to the generalized Oaxaca
decomposition. Where this corresponds closelyeatttual explained component, then, as
discussed in the Methods section, it is appropt@atkerive the contribution of particular
characteristics to the explained component fronQhraca decomposition. Note also that, as
mentioned above, because we are working in log svage unexplained component can be
interpreted as the proportion of the wage of tlieremce (majority) category that remains
unexplained. Thus, for example, we can say thatplaged component of the Indian

Muslim 1* generation pay gap amounts to 7 per cent of fleearece category log wage.

Looking at Table 10, we can see that the overalbdgosition provided by the combined
weighting and regression decomposition and by émemlized Oaxaca is generally quite
close. The divergence is biggest for the Pakistarslim 1% generation, but this is also where
the overall gap is largest. In that case, the ula@x@d component accounts for 15 per cent of
the reference category wage, where in the genedal@axaca it would amount to 12 per cent.

The first striking finding to emerge from the degausition is that while Indian Hindus have
an advantage in terms of mean pay compared to thige\British Christian majority, their
individual and job characteristics imply that the&ty should be even higher. Not only do
their characteristics ‘explain’ their pay advantatey over-explain it, particularly for thé'1
generation. But we should remember that for thgeheration Indian Hindu sample we are
decomposing a mean pay difference of three penekith is not significantly different from
zero. If we turn to the detailed decomposititio ascertain what the characteristics are in this
case that ‘over-explain’ the pay advantage, we fivad the largest (statistically significant)
contributory factors are associated with occupaiialnstribution: over-representation in
professional occupations and under-representatiskiiled trades; and over-representation
in the three digit occupations of health profesaisand sales assistants etc. Thus, it would
appear that this group, though making their way the more highly paid occupations and
demonstrating achievement in absolute terms ar&utipbtaining the levels of pay that
might be expected from those professional occupatids the final two columns of Table 10
show education contributes to the explained patti@igap, but occupational distribution
plays a much larger part in the contribution tolakpng the pay difference. But because
occupational distribution and concentration in &gblains much more than the small pay
advantage experienced by this group, it leavedstantial unexplained component.

The 29 generation Indian Hindus experienced a much maisstantial (and statistically
significant) mean pay advantage. But again, weseanthat this is more than explained by
their characteristics, though the resulting unexgid element is small, amounting to only
three per cent of the reference wage. The finaldelomns of Table 10 show that educational
and occupational distributions account for the mgjof the explained part of the pay
advantage. For this group over-representation arheatjh professionals and under-
representation in part-time work contribute to lirggher pay levels.

13 We do not provide the full tables from the dewiteecomposition, but they are available from thi@ns on
request.
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Though the estimation differs between this study thie approach used in Longhi and Platt
(2008), the unexplained component for the two Indindu groups falling between three per
cent of the reference category wage (for the segenération) and ten per cent of the
reference category wage (for the first generatimgpnsistent with the four per cent ‘pay
penalty’ found for Indian Hindu men in the earlsuady™*

Table 10: Mean pay gaps and decomposition by etbingious group (log wages)

Ethno- Difference Explained Unexplained Explained Of whicht:
Religious Grp Oaxaca Education occupation
Indian Hindu

1*' Generation  -0.035 -0.139 0.104 -0.150 -0.017 -0.141
Indian Hindu

2" Generation  -0.126* -0.156 0.029 -0.134 -0.031 -0.097
Indian Muslim

1! Generation 0.168* 0.094 0.073 0.126 0.019 0.064
Indian Muslim

2" Generation  0.102 -0.041 0.143 -0.028 0.200 -0.090
Pakistani

Muslim 1%

Generation 0.460* 0.306 0.154 0.241 0.093 0.077
Pakistani

Muslim 2"

Generation 0.124* 0.048 0.075 0.059 0.010 0.004

Notes: *=statistically significant difference attb% level. tThese show the combined contributfatifeerent
educational levels and different occupations, respaly, which may include offsetting effects. hettext we
draw attention to those specific educational leaeld occupations which have the most substantiatibation
and are statistically significant.

As we see, the remaining four groups experiencegppyg rather than pay advantages.
Turning to the Indian Muslims, thé'feneration experience a substantial pay gap (1.7 pe
cent of majority mean wage); but over half of thgpears to be explicable by characteristics.
Again, these characteristics are related to oceupatdistribution and include over-
representation in sales and customer service ottonpand in part-time work. As the final
two columns of Table 10 show, overall educatiomal accupational distribution account for
the majority of the explained part of the pay dapt, as with Indian Hindus, occupational
distribution plays a bigger role than educationaldications, suggesting that it is the sorts
of jobs that Indian Muslims end up in — given trepialifications — that are more pertinent to
their pay disadvantage than simply their averafferdnces in qualifications. There is some
indication, then, that lower pay may stem from lowaecess to suitable full-time work
opportunities and some sorting or selection inteelopaid occupations. Th&%jeneration
experiences a smaller absolute pay gap which istatistically significant but which also
remains unexplained. We should note that the sasipéefor this group is very small, which
may impact not only on the statistical significameecan identify but also on the ability to
‘explain’ the gap. However, it would appear thatgecond generation Indian Muslims, by
contrast with I generation Indian Muslims, the critical factortfire explained part of the

*n Platt and Longhi (2008) we did not separatetbatgenerations as we do in this study (partef th
contribution of this report as discussed). Simggteolling for whether UK born is not an effectivay of
distinguishing generations. Therefore the pay gemalPlatt and Longhi’s study would be expected to
summarise the unexplained group effect acrossehergtions.
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their mean pay gap is qualifications, with occupattounteracting this impact to a certain
extent.

Finally the Pakistani Muslim men experience thgéat pay gaps compared to White British
Christians. But the decomposition indicates theuilastantial proportion of this can be
explained by job and individual characteristicsiuard two-thirds for the®igeneration and
around a third for the"2generation. However, the size of the original gams the

proportion unexplained mean that there is stilllassantial unexplained element to pay
across this group. For Pakistani Muslims, as withdn Hindus the range of the unexplained
part of the pay gap across the generations aceotidshe pay penalty found in Longhi and
Platt (2008). The range of the unexplained elerfarthe group across the generations is
from eight per cent to 15 per cent of referencegaty wage, which compares with the pay
penalty of 13 per cent found in Longhi and PlatZ808) study. The comparability is only to
be expected given that both studies use the Lkbaamoted there is a parallel between the
‘pay penalty’ of the earlier study and the unexmdal component of pay gaps in this, even
though there are some differences in the estimatnahthe definition of groups.

For the £ generation, over-representation in part-time wpdssessing other qualifications
and no qualifications, relative to higher qualifioas, presence in less skilled occupations
(process plant and machinery and elementary odomsat and working in small firms all
contribute to the explaining some part of the saitshl pay gap. These are slightly offset by
over-representation among health professionalsegidnal distribution, but still manage to
explain over half of the total pay gap. This gr@gshaps most clearly demonstrates the ways
in which, unless they can find a particular skillédhe as health professional§,deneration
minorities may well end up in lower skilled occupat and be constrained to work part-time.
The contribution of small firm size may also sudgasall businesses that use personal
networks to fill vacancies and which offer lowewseds.

For I generation Pakistani Muslim men (by contrast g other minority groups), lack of
qualifications plays a significant role in explaigitheir pay gap at the mean. In addition, the
fact that other qualifications are important maggest lack of recognition of foreign
gualifications (Hudson et al. 2006), or, as disedssbove, the explanatory contribution of
these other qualifications may stem from the faat they are capturing various unmeasured
aspects of being an immigrant which can shape gmmat outcomes. Even after the
extensive explanatory role played by these chaiatits, these *Lgeneration Pakistani
Muslims face an unexplained pay gap amounting tpekscent of the reference wage.

Pakistani Muslim men from thé®generation have a substantially lower mean paytigap
the £' generation, though a lower proportion of it is lekped by characteristics. In relation to
gualifications, we saw in Section 4 how patterngudlifications are shifting between
generations, and thus would not expect them toslat an important role for thi§®2
generation group. Concentration in part time wodkes a marginally statistically significant
contribution towards the explained part of the aegosition. The youth of this group also
contributes to lower pay. Over-representation lasand customer service occupations also
explains some part of the pay gap, though it gdigrcompensated for by under-
representation in two other relatively low-payirggopations, skilled trades occupations and
elementary occupations). The result is that theadieccupational distribution does little to
account for the pay gap for this group. Differenaeoss qualifications levels also play a
smaller role for this group than for others in e¢dmiting to pay differences.
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From this analysis at the mean, then, it would apfeat these ethno-religious groups
experience not only distinctive patterns of pay,we can make few general statements about
its interpretation. For Indian Hindus and Pakistdnslims, the unexplained component is
higher in the T generation, which is what we might expect, bug thinot the case for Indian
Muslims. The most successful grouf? @eneration Indian Hindu men have the smallest
unexplained component, but there is not a congigeitern across the remaining groups.
Turning to the explanatory characteristics, inteéngdy, differences in educational
gualifications, which might be thought to be masedtly related to pay of all the variables
we consider, generally contribute little to explagdifferences in pay. On the other hand,
occupational clustering and, in some cases, oy@esentation in part-time work do
contribute to explaining the pay gap. The implicatwould appear to be that the way the
labour market is organised and the sorts of jolopleehave access to — or select into, for
whatever reason — are important in determining pag. results, including the findings on the
unexplained component of the pay gaps are consisinthe existence of some within
employment employer discrimination that impingegpay among the disadvantaged and the
advantaged, but do not suggest that this is aaotstissue — rather, it would seem to be the
sorts of jobs individuals end up in, or the lackalfs, or full-time jobs that are more
significant issues. Employer discrimination mayymarole in providing or limiting access to
these jobs, but it appears to have less of anadpécifically suppressing pay. To illuminate
our interpretation further we turn to look at tlesults across the pay distribution.

In the next tables we use the same headings ambile TO but look at the whole distribution
for each group in turn. For each quantile diffeeen@ report again when the difference is
significantly different from zero at the 5 per céntel of significance. We comment only on
the decomposition results where the quantile diffee is significant at least at the 5 per cent
level. As noted, these tended to occur around iddlmof the distribution for most groups.
We discuss the Indian Hindus (Tables 11 and 129rs¢gly from the other four groups, since
both the i'and 2 generation Indian Hindu men experience a pay adgarover most of the
distribution, whereas the other four groups expeeea pay gap across most of the pay
distribution.

Starting with Indian Hindu men, we can see thait th&y advantage is only statistically
significant at the 78 percentile for the SLgeneration (Table 11) and for thé"250" for the
second generation (and for thé"#%ercentile at the 10 per cent level) (Table 12).
Interestingly for both generations at thé"f®rcentile it is occupational distribution — ahe t
same occupations — that contribute to explainiegoidly advantage, namely under-
representation among skilled trades occupationisppal service occupations, process, plant
and machine operatives and over-representation gimeaith professionals. Thus, though
there has been some shift in distribution acrosg#nerations, it is the continuities in
occupational patterns that appear to matter foomggadvantage — at least towards the upper
end of the distribution. Under-representation engkntary occupations also contributes to the
advantage of the"2generation, and these are occupations in whichtlyeneration are not
under-represented, so we can also see some impachdity across the generations being
beneficial for pay as well as for position. For #i&generation at the 25ercentile, only
under-representation in part time work contribgiggificantly to pay advantage; and at the
50" percentile their qualifications, though therevglence that the overall occupational
distribution plays a substantial role even if iherder to pin it down to particular

occupations. So there is some indication that fijcafions gained from one generation to the

39



next can benefit pay other than through determinr@pation, at least around median
earnings.

Table 11: Decomposition across the pay distributiSrGeneration Indian Hindu men

Quantile  Difference Explained Unexplainedxplained Of whicht:
Oaxaca Education Occupation
P10 0.064 -0.105 0.169 -0.182 -0.027 -0.058
P25 0.026 -0.065 0.091 -0.132 0.031 -0.069
P50 -0.058 -0.160 0.102 -0.087 -0.023 -0.121
P75 -0.139* -0.134 -0.004 -0.099 0.016 -0.156
P90 -0.097 -0.193 0.096 -0.134 -0.036 -0.164

Notes: *=statistically significant difference aetb% level. tThese show the combined contributfadifeerent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

Table 12: Decomposition across the pay distributimd Generation Indian Hindu men

Quantile  Difference Explained UnexplainedExplained Of whicht:
- Oaxaca Education Occupation
P10 0.003 -0.066 0.069 -0.191 -0.109 -0.077
P25 -0.126* -0.155 0.029 -0.105 -0.004 -0.098
P50 -0.157* -0.240 0.084 -0.175 -0.043 -0.122
P75 -0.128 -0.145 0.016 -0.164 -0.026 -0.155
P90 -0.167 -0.331 0.165 -0.146 0.031 -0.132

Notes: *=statistically significant difference aetb% level. tThese show the combined contributfatifeerent
educational levels and different occupations, repaly, which may include offsetting effects. mettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

We now move on to look at those who experiencega@g (rather than pay advantage),
namely, Indian Muslims and Pakistani Muslims. Speglly, we focus on the median gaps
for Indian Muslims (Tables 13 and 14), gaps a8 50", 75" and 98' percentiles for %
generation Pakistani Muslims (Table 15), and gapsea28’ and 58' percentiles for
generation Pakistani Muslims (Table 16). Thesepayedifferences that are statistically
significant at the 5 per cent level. While the siz¢he actual gaps shows some variation
across the particular quantiles we are considerarging from 17-19 per cent of reference
group earnings for"d generation Pakistani Muslims to between 40 andeésxent of
reference group earnings fof deneration Pakistani Muslims, with the Indian Niusl
having intermediate gaps of 22 and 30 per centptbportion explained is high across the
board over 2/3rds and up to 9/10ths (with the simgiception of the $0percentile for the L
generation Pakistani Muslims, where only 1/3 ofdhp is accounted for). It is therefore to
that substantial explained component that we tom. What can the decompositions tell us
about the differences that are contributing toghg gaps?
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Table 13: Decomposition across the pay distributiSrGeneration Indian Muslim men

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.235 0.306 -0.071 0.338 0.320 -0.140
P25 0.300* 0.325 -0.025 0.025 0.106 -0.087
P50 0.221* 0.152 0.070 0.176 0.038 0.103
P75 0.059 0.033 0.026 -0.029 -0.106 0.075
P90 -0.028 -0.011 -0.016 0.199 -0.024 0.162

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

For ™ generation Indian Muslims, the largest and stasily significant contributions to the
median pay gap shown in Table 13 come from overesgmtation in sales and customer
service occupations. Additionally, over-represeatain part-time work plays a role (at the

10 per cent significance level). Under-represeoaitn skilled trades occupations acts to
reduce the pay gap (as it does at the mean). $titggéy, the distribution of qualifications
makes no statistically significant contributiontb@ pay gap, though it would appear to have a
substantial role at the #%ercentile. We see then the importance of comsggain full-time

work and, even more importantly, the role of seétgcor sorting into particular occupational
groups as important for the pay of this group atrthd point.

Table 14: Decomposition across the pay distributtml Generation Indian Muslim men

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.200 0.223 -0.024 0.342 0.482 0.528
P25 0.181 0.097 0.084 0.083 0.239 -0.090
P50 0.272* 0.223 0.049 -0.015 0.223 -0.117
P75 -0.067 0.181 -0.248 0.033 0.162 -0.147
P90 -0.014 -0.091 0.077 -0.249 0.052 -0.330

Note: *=statistically significant difference at tb&b6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibotion
and are statistically significant.

For the 2° generation of Indian Muslims (Table 14), the stieryather different. Here
qualifications, specifically low rates of level Adalevel 3 qualifications play the most
important role in determining the explained shdrpay. As Table 7 showed, while rates of
higher (level 4 plus) qualifications are substdrftathis group, the distribution of
gualifications is rather polarised. They are algeraepresented among those with no
qualifications and rates of attainment of leveh@ &evel 2 qualifications, which could be
particularly important for mid-range occupations gery low. In this instance, occupational
distribution (under-representation in skilled tra@ad in process plant and machine
operatives) for this group offsets some of the giagdvantage they might otherwise
experience.
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Table 15: Decomposition across the pay distributiSrGeneration Pakistani Muslim men

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.268 0.083 0.185 0.619 0.468 -0.035
P25 0.407* 0.450 -0.043 0.327 0.048 0.103
P50 0.511* 0.477 0.034 0.387 0.137 0.117
P75 0.551* 0.450 0.101 0.307 0.112 0.123
P90 0.429* 0.134 0.295 0.161 0.025 0.100

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

Turning to the Pakistani Muslims (Table 15), foe thi' generation and at the 2percentile,
though the gap is large and largely explained @hdo a lesser extent in the regression based
decomposition), the only variables to contribugggicantly to the gap are age, working in
smaller firms and, at the ten per cent level, oepresentation in part-time work. Overall
occupational distribution would appear to play & pathe pay gap, but no particular
occupation makes a statistically significant cdnttion. At the median age again matters, as
does possession of other qualifications and ofuadifications. But over-representation in
part-time work and in particular occupations (pss;elant and machine operatives and
elementary occupations) also plays an importaet ©@ler-representation in health
professional occupations works in the oppositectima. So, even given qualifications,
occupational distribution matters and constraimt$udl time working do as well. It is worth
reiterating what we noted above that for migratiteeoqualifications often include those
obtained abroad for which it is not always straigiward to identify a UK equivalent.
Possession of other qualifications may, therefoosyfor a number of aspects of migrant
experience which can result in labour market disathge, whether through lack of
recognition (of e.g. experience or skills) or thghdack of congruence between jobs gained
and skills or lack of familiarity with the UK labomarket. The story is very similar at the
75" percentile, except that part-time work does naittriioute to the gap at this level of pay.
Age, possession of other qualifications and of nalifjcations, and some degree of
occupational concentration (as process, plant aaxxhme operatives, in elementary
occupations, and in sales and customer servicegpations) all contribute to explaining the
gap. Finally, at the 9bpercentile, a much smaller proportion of the gagxplained, leaving
an unexplained component that is nearly 30 per alr@ference category wages. For the part
of the gap that is explained, under-representatidghe public sector contributes. At the 10
per cent significance level, having no qualificapage and under-representation among
functional managers also make a difference.

Table 16: Decomposition across the pay distributimd Generation Pakistani Muslim men

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.195 0.137 0.058 0.167 0.035 0.017
P25 0.166* 0.188 -0.022 0.125 -0.007 0.042
P50 0.187* 0.126 0.061 0.087 -0.033 0.012
P75 0.056 -0.014 0.070 0.013 -0.009 -0.016
P90 0.021 0.015 0.005 0.000 0.012 -0.010
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Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. hettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

For 2" generation Pakistani Muslims (Table 16), althotighmajority of the gap at the 25
and 58" percentiles is explained by characteristics, tehute size of the gap is not as big as
for the first generation, and it is harder to pamindividual characteristics that contribute to
it, other than age (or youth). At the"2percentile over-representation in part-time wdsoa
has an effect in reducing pay. As the effects oftyshould simply disappear with age, this is
a positive message. It is interesting that for gnaup, neither education nor occupational
distribution make a significant difference to aactig for the pay gap.

Summarising the experience of these four groupspatonal distribution is far more salient
for the first generation. Part-time work plays & paexplaining pay differences particularly

at the bottom of the distribution, but for the sedgeneration as well as the first. Educational
gualifications matter for the pay of first genevatiPakistani Muslims, but also, perhaps more
surprisingly, for second generation Indian Muslirthough it is difficult to say much about
this latter group given the small overall sampiesiAge (or rather youth) contributes to pay
disadvantage for both the first and second gemeraiihis may reflect both the overall age
distribution of the populations but also the extenivhich older members of the first
generation leave or are excluded from the labouketaltogether.

Overall, for ethnicity we have shown that theredistinctions to be made in terms of mean
pay and pay distribution both by ethnic group aldjious affiliation, and by generation
across the ethno-religious groups. Although theigschave distinctive patterns of
characteristics and of pay, and while there woplgear to be a hierarchy with Indian
Muslims falling between the levels of pay of Indidmdus and Pakistani Muslims, the
experience of Indian Muslims would appear to beaghat closer to that of Pakistani
Muslims than to Indian Hindus, on average. Thetaitoup by and large achieve above
average pay and they are also the least seleata@ fpr pay with high rates in paid
employment (even discounting self-employment).

Statistically significant pay gaps are found forsingroups around the middle of the pay
distribution, though in some cases also (or indteaslard the upper or lower ends {28

75" percentile). There is little evidence of pay gaps pay advantage — at the extremes of
the distribution. At the bottom of the distributidhe minimum wage anyway acts as a floor
on disadvantage, and for ‘successful’ groups is ligely to be where advantage is realised.
For most gaps, the majority of the differences lwamxplained by characteristics, though
interestingly it is distribution of occupation thegtpears to be important compared to
gualifications. Though education will affect th@&g of occupations, especially as they are
associated with different levels of pay, therenewgh variation that educational
gualifications might be expected to play more obla. It is also interesting that qualifications
are not noticeably more important in explainindetiénces in pay for the'tompared to the
2" generation. Part time work has an important beash earnings, particularly towards the
lower part of the distribution. Finally, it is wbrhoting again that the pay advantage
experienced by Indian Hindus is more than explametheir characteristics — that is they
face a deficit relative to what they might expaetd this unexplained component is similar to
to that faced by other groups. Unexplained comptsname approximately six to seven per
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cent of White British Christians wages, for thoseups who face a pay gap, except for the
90" percentile gap for the’iGeneration Pakistani Muslim men. For Indian Hindhe
unexplained components of statistically significgap are from three to eight per cent. So
while they are doing well they do seem to face sbmigs on their pay. Apart from the
substantial unexplained component at the top ofltbteibution (where the advantage itself is
large, though not statistically significantly diféat from the reference category wage) 5t 2
generation Indian Hindu men, there is not compgléraidence of the unexplained component
being a ‘glass ceiling’, as it does not generatigaentrate towards the top of the distribution.
But we could speculate that it represents disciatnom and if so, the discrimination the more
advantaged groups face is apparently no less tloae disadvantaged groups: it acts to set a
cap to their pay rather than resulting in a pay éapwe have made clear we are cautious
about interpreting the unexplained component asselely as — discrimination. It could also
be related to differences in other unobserved kbt

5.2. Disabled people

Looking first in Table 17 at the simple differenéedog pay both at the mean and across the
distribution for the different disability groupsgeveee that while the gaps are greater for the
activity limiting LTI groups, as we would expedbely are not negligible for the non-activity
limiting disabled. They also appear relatively dans across the distribution until we focus
on mental health problems where the gaps betweeadiivity limiting and non-activity
limiting are not statistically significant at theteeme of the distribution, and those for the
non activity limiting compared to the non-disabeé large across the distribution except for
at the very top.

Table 17: Differences in log pay compared to n@ablied at mean and quantiles, by
disability group

Disability Group Mean P10 P25 P50 P75 P90
Log Log Log Log Log Log

wage wage wage wage wage wage
gap gap gap gap gap gap

Non activity limiting LTI 0.052* 0.048* 0.052* 0.060* 0.045* 0.050*

v. Non disabled (0.005) (0.006) (0.005) (0.005) (0.006) (0.008)
Activity limiting LTI 0.159* 0.136* 0.144* 0.148* 0.145* 0.142*
v. Non disabled (0.006) (0.012) (0.008) (0.007) (0.007) (0.009)
Activity limiting LTI 0.107* 0.088* 0.092* 0.088* 0.099* 0.090*

v. Non activity limiting LTI (0.007) (0.010) (0.008) (0.009) (0.010) (0.012)

Non activity limiting

physical LTI 0.050* 0.042* 0.046* 0.057* 0.046* 0.055*
v. Non disabled (0.005) (0.007) (0.006) (0.006) (0.007) (0.008)
Activity limiting physical

LTI

v. Non activity limiting 0.091* 0.073* 0.078* 0.078* 0.092* 0.084*
physical LTI (0.008) (0.010) (0.009) (0.009) (0.011) (0.013)

44



Non activity limiting mental

LTI 0.130* 0.183* 0.134* 0.135* 0.128* 0.094*
v. Non disabled (0.028) (0.066) (0.036) (0.031) (0.032) (0.042)
Activity limiting mental LTI

v. Non activity limiting 0.168* 0.042 0.110* 0.161* 0.169* 0.152
mental LTI (0.038) (0.049) (0.038) (0.041) (0.058) (0.087)

Notes: Standard errors in parentheses. * = stlitisignificant at the 5% level.

As before, in the following tables (Tables 18-2% deecompose these pay gaps into two
components (explained and unexplained). The exgdiaiomponent is the part of the pay gap
explained by difference in characteristics. We marfor the following characteristics: age
and age square, dummies for part-time job, puleltas, educational qualification, job
tenure, type of occupation, firm size, region, ndbkr year, housing tenure (in the wage
eqguation). In the logit equation (used to prediet probability to belong to a specific
disability group and the weight) we also use dunsnee the presence of children, being
married or cohabiting. Furthermore, when compaaicigyvity limiting with non activity
limiting LTI we also consider dummies for healtloplems limiting the type or amount of
work, and a dummy for the presence of any mensallility (for the comparison between
activity limiting and non activity limiting physi¢& Tl) and a dummy for the type of mental
illness (for the comparison of activity limiting é@mon activity limiting mental LTI). Note
that as we discussed, these additional variablepixy for reduced productivity or for the
severity of the illness.

Looking first at the decomposition at the mean (@dl8), we see again that in general the
amount of the gap explained by the generalized Gak®axaca — explained’) is roughly
consistent with the explained component derivethftbe combined weighting and
regression decomposition (‘Explained’). We findtttiee characteristics explain about 80 per
cent or more of the pay the gap when comparingitictimiting and non activity limiting

LTI (physical, mental or overall). This is not stiging because for these three
decompositions we are able to control for proxy snees of the reduced work productivity
related to the conditions, or the constraints efilorking environment (Schur et al. 2009).
Characteristics explain more than 40 per cent@pidy gap when comparing different types
of non activity limiting LTI with non disabled mewith the exception of non activity
limiting physical LTI. Here the pay differences araall but are largely unexplained.

If we follow the approach of DeLeire (2001) utikisby Jones (Jones 2006; Jones et al.
2006b), we could attribute the unexplained elenoétite gap between the non-activity
limiting and the non disabled (Table 18: rows 16¥to employer discrimination. This would
amount to three per cent of the reference wagmfm-term illness in general, rising to seven
per cent for those with a long-term mental heatthdition. However, as we discussed, this is
based on some quite simple assumptions about remrirdination operates. Moreover, it is
worth scrutinising the characteristics that conit@to the explanation and the relationship
between non-activity limiting and activity limitingjsability a bit more closely before
attributing particular values in this way.

If our work-limiting activity and severity varialdegenuinely identified limits on productivity
in employment associated with disability, when canmy those with an activity limiting and
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a non activity limiting LTI, we could interpret thenexplained component in this comparison
as a measure of the greater discrimination expeggbby those with a more serious long-term
condition compared to a less severe form of comalitWe would expect this difference to be
small for three reasons. First because we mighDfgreire’s argument) expect that most
discrimination would be associated with the conditiather than its specific severity; second,
because the proxies for ‘productivity’ (though fart severity) might themselves capture
something about employer attitudes or discrimimatar more severe conditions, in the
extent to which the work environment was enablengd(thus didn’t limit work) or disabling
(and therefore did limit work) for activity limitoppLTI. And third, those who have an activity-
limiting condition are more highly selected in emphent than those whose condition is not
activity limiting, and we might therefore expeceth to have unobserved characteristics
associated witlgreaterproductivity which counteracts some of the impafadiscrimination.

We do, indeed, see that the unexplained componeheicomparisons between activity
limiting and non-activity limiting LTI is very smhilbetween 0.018 and 0.032 and it is smaller
than the unexplained component (Table 18: rows 3) for the pay gap between non activity
limiting LTI and non-disabled. This would suggdsttwage discrimination increases

slightly, but only slightly, for activity limitingcompared to non activity limiting LTI .

Table 18: Pay gaps and decomposition of gap anhten by disability group

Disability Difference Explained Unexplained Explained Of whicht:
Group Oaxaca Education Occupation

1. Non activity

limiting LTI

v. Non

disabled 0.052* 0.024 0.028 0.019 0.014 0.027
2. Activity

limiting LTI

v. Non

disabled 0.159* 0.069 0.089 0.061 0.027 0.056
3. Activity

limiting LTI

v. Non activity

limiting LTI 0.107* 0.085 0.021 0.079 0.012 0.031
4. Non activity

limiting

physical LTI

v. Non

disabled 0.050* -0.009 0.059 0.020 0.016 0.027
5. Activity

limiting

physical LTI

V.

Non activity

limiting

physical LTI 0.091* 0.073 0.018 0.068 0.012 0.027
6. Non activity

limiting 0.130* 0.065 0.065 0.071 0.007 0.055
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mental LTI

v. Non

disabled

7. Activity

limiting

mental LTI

v. Non activity

limiting

mental LTI 0.168* 0.136 0.032 0.091 0.012 0.050

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, respaly, which may include offsetting effects. hettext we
draw attention to those specific educational leaeld occupations which have the most substantiatibotion
and are statistically significant.

Moving to the decomposition analysis of pay gapdiféérent quantiles (Tables 19-25) we
find results in line with the mean decompositioha€acteristics explain almost the whole
pay gap when looking at the pay differences betveetinity limiting and non activity

limiting LTI except for physical LTI. The explainesbmponent reduces but still makes up a
substantial proportion of the gap when compariffigiint types of LTI with non disabled
men, the exception being non activity limiting mantTI at the 28' percentile, where
characteristics do not contribute to explainingdifeerence.

If we continue to interpret the unexplained compus@s measure of discrimination, the
results across the distribution are encouraging. Urifexplained component of the gap
between non activity limiting LTI and non disabliedower then 0.038 for all quantiles
(Table 19); and the unexplained component of tipelgaween activity limiting and non
activity limiting LTI is 0.024 at the most (Tabld R Following the earlier interpretation of
the decomposition, this would imply that ‘discriratron’ explains at the most a 3.8 per cent
difference in pay® But, once again, we note the caveats associatbdhis interpretation.
Again, assuming that our variables control adedy&be reduced productivity related to
disability when comparing activity limiting and naativity limiting conditions, we can infer
that the wage discrimination gap associated widaigr severity and/or lower productivity is
2.4 per cent at its highetThis would imply that the gap explained by wageedmination
for activity limiting LTI is a maximum of 6.2 peeat.

Using the same line of reasoning, we can specthllatevage discrimination accounts for at
most 7.2 per cent of the pay difference for nomvagtlimiting physical LTI and at most 9.5
per cent pay difference for the activity limitingysical LTI. These upper bounds for the
effect of wage discrimination increase substantifdlbwever, when we turn to mental LTI,
where they reach 15 per cent and 17 per cent,ctieply’’ indicating greater discrimination

!5 Note that we interpret the quantile differencéom pay as an approximation for the relative changae
guantile of the un-logged pay.

16 Our ability to control directly for ‘productivityelated variables’ means that we can distinguistvésen
productivity-related factors and additional disdriation related to increased severity. This isxermsion of

the approach used in Jones et al.’s analysis, viheyehad to make the assumption that all the rdiffee
between those with a work limiting and those withoa-work limiting condition was productivity ankatt
severity (and productivity) had no bearing on disaration, which was not a fully tenable assumptimstead,
as we show we can break down the additional gappraductivity related aspects and discrimination.

" To compute these values we have considered thermaxof the unexplained components in Table 26 26d
excluding the cases where the wage gap is noffisignily different from zero (no star).
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against workers with mental illness, which is cetesit with earlier research. Considering the
largest unexplained component across the quapidsps tends to overstate the overall
contribution of discrimination. For example, disemation for both non activity limiting and
activity limiting mental LTI seems to account ofdy about 4 per cent when considering pay
gaps at the median.

Having given this overview of the disability gapsthb at the mean and across the distribution,
we now inspect the contributory characteristich®substantial explained component in
more detail. Given that the majority of the diffece is explained in most cases, the detailed
decompositioff can potentially give us insight into those factibrst matter for pay
differentials of disabled people. We see that atmbigjaps are statistically significant. The
personal and job characteristics that give theektrgontribution to the explanation of the pay
gaps tend to be the same across disability grolips suggests that the disadvantage faced
by disabled people is similar across kinds — anersy — of disability.

In general, pay gaps of disabled people comparednaisabled ones are mostly due to their
slight over-representation in low-paying qualifioas such as elementary occupations and,
apart from those with mental health conditiongyriocess, plant and machine operatives. At
the bottom of the distribution, part of their gapexplained by their over-representation in
part-time jobs, while at the top it is lack of higvel qualifications, and especially their
under-representation among people with Level 4 arengualification, which makes a more
important contribution to the explanation of theg gap. When comparing people with
activity limiting (physical or mental) LTI to peapWwith non activity limiting LTI we can see
that in many cases a significant part of the gaphbzaexplained by the severity of the
condition and its impact on their work. In the dgsitve statistics we saw that people with
activity limiting LTI were twice as likely to sapat their condition limits the kind of work
they can do, and were almost three times moreylidoesay it limits the amount of work they
can do. Interestingly, limits on tl@mountof work seem to play a greater role in explaining
pay differences at the bottom of the distributihgreas limits to thkind of work play, if
anything a more important role towards the tophefdistribution. There was some evidence
from the decompositions that as we had anticipdtenhg from a smaller firm contributed in
a small, but significant way to the pay gap, actbssdistribution.

We turn now to discuss each kind of disability inrendetail.

18 Again, we do not provide the full tables from thetailed decomposition, but they are available fthen
authors on request.
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Table 19: Decomposition across the pay distributhddon activity limiting LTI v. non
disabled

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.048* 0.010 0.038 0.007 0.005 0.007
P25 0.052* 0.019 0.033 0.013 0.008 0.018
P50 0.060* 0.035 0.024 0.028 0.014 0.033
P75 0.045* 0.030 0.015 0.024 0.020 0.037
P90 0.050* 0.027 0.023 0.021 0.023 0.036

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

At the mean (Table 18), the pay gap of people with activity limiting LTI compared to non
disabled people tends to be explained by educadimhjt under-representation among people
with Level 4 qualifications, in particular, and opational distribution. In particular the over-
representation of those with a non activity lingtidisability in process and plant operative
and elementary occupations. Looking across theldlision (Table 19), their over-
representation in part-time jobs contributes toexyglanation of pay gaps in the lower part of
the wage distribution, while their under-represgoteamong people with Level 4
gualifications explains the gaps across the digtioin, but particularly in the middle/upper
part of the distribution (80 75" and 98 percentiles). Their over-representation in
elementary occupations contributes to the explanaif gaps over the whole distribution,
while their over-representation as process, pladtraachine operatives contributes to the
explanation of gaps in the middle/upper part ofdtstribution (50, 75" and 9"

percentiles). Finally, their over-representatiorskilled trades occupations contributes to the
explanation of the gaps in the upper part of tiséribution (7% and 98' percentiles).

Table 20: Decomposition across the pay distributfgtivity limiting LTI v. non disabled

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.136* 0.046 0.090 0.025 0.014 0.014
P25 0.144* 0.074 0.070 0.071 0.017  0.039
P50 0.148* 0.086 0.063 0.081 0.023  0.067
P75 0.145* 0.068 0.077 0.064 0.031 0.068
P90 0.142* 0.056 0.087 0.050 0.036 0.064

Note: *=statistically significant difference at tb&b6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

At the mean (Table 18), the pay gap of people wadtivity limiting LTI compared to non
disabled people is explained by their over-repriedem in part-time jobs; in elementary
occupations; in process, plant and machine opesjobs; and by their under-representation
among those with Level 4 qualifications. Lookingass the distribution (Table 20), their
over-representation in part-time jobs explains gapgke lower and middle part of the
distribution, while their lower levels of educatiand their concentration in low-skill
occupations explain the pay gaps over the wholeilgligion.
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Table 21: Decomposition across the pay distributftivity v. non activity limiting LTI

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.088* 0.070 0.017 0.069 0.005 0.009
P25 0.092* 0.080 0.012 0.080 0.007 0.022
P50 0.088* 0.083 0.005 0.089 0.010 0.038
P75 0.099* 0.075 0.024 0.082 0.016 0.042
P90 0.090* 0.076 0.015 0.077 0.017 0.036

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. hettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

When comparing people with activity limiting LTI those with non activity limiting LTI
(Table 18 and Table 21) we see that at the mealaiipest contributors to the explanations of
the pay gap are the two variables identifying whethe respondent thinks her condition
limits the kind of work or the amount of work shenado. However, limits on the amount of
work only contribute to pay gaps at the bottom amddle of the distribution whereas limits
on the kind of work apply across the distributidhis also tallies with the finding that
distribution of part-time work is only relevantgaps in the lower half of the distribution and
not in the upper half. As we discussed above, wespaculate that a large part of the gap
between disabled people with a condition which maimight not be activity limiting could
be due to productivity. Part of the gap is alsplaxed by qualifications and by distribution
in elementary occupations, and process, plant aaahime operatives. Qualifications would
appear to be more important at the top of theitdigion and occupational distribution across
the distribution.

Table 22: Decomposition across the pay distributidon activity limiting physical LTI v.
non disabled

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.042* 0.011 0.032 0.005 0.005 0.007
P25 0.046* 0.019 0.027 0.015 0.008 0.018
P50 0.057* 0.035 0.023 0.029 0.014 0.033
P75 0.046* 0.030 0.016 0.026 0.023 0.037
P90 0.055* 0.027 0.027 0.023 0.026 0.034

Note: *=statistically significant difference at tb&b6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaeld occupations which have the most substantidtibation
and are statistically significant.

When comparing workers with non limiting physicalllto non disabled workers (Table 18
and Table 22), at the mean the pay gap is expldgddeir under-representation among
those with Level 4 gualifications and their ovepnesentation in elementary occupations, and
in process, plant and machine operatives jobs.-@m@esentation in part-time work also
contributes to the gap. Looking across the distidmu(Table 22), part-time work is once

again a contributory factor in pay differences anlyhe lower part of the pay distribution,
while qualifications are important across the raragel, from the 28 percentile part of the

gap is also explained by their over-representatigrarticular low-paying occupations.
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Table 23: Decomposition across the pay distributamtivity limiting physical LTI v. non
activity limiting physical LTI

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.073* 0.057 0.016 0.055 0.004 0.009
P25 0.078* 0.067 0.012 0.068 0.007 0.019
P50 0.078* 0.078 0.000 0.080 0.010 0.033
P75 0.092* 0.069 0.022 0.077 0.017 0.035
P90 0.084* 0.071 0.013 0.071 0.019 0.029

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

At the mean, the gap between workers with actiuityting physical LTI and workers with
non activity limiting physical LTI is explained large part by the differences in regarding the
amount of work their condition enables them toSlimilarly, some pat of the difference is
also accounted for by different probabilities ofrdppart time work. Differences in (higher)
gualifications also play some part. Looking acribesdistribution (Table 23), qualifications
appear to be more important in explaining pay gapsrds the top of the distribution, and
occupational differences also increase in the atibw@y contribute to the pay gap. At the
bottom half of the distribution both part time wakd the extent to which the condition is
seen as limiting the amount of work play a rolexplaining the pay gap; while towards the
top of the distribution it is limits on the kind wfork that contribute to the differentiation of
pay. At the mean, part of the gap is explaineddrig a mental health condition in addition
to the main, physical condition, but this contribatto reduced pay is not found across the
distribution.

Table 24: Decomposition across the pay distributhddon activity limiting mental LTI v. non
disabled

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.183* 0.085 0.098 0.051 0.001 0.027
P25 0.134* 0.042 0.093 0.061 0.003 0.035
P50 0.135* 0.093 0.042 0.080 0.004 0.053
P75 0.128* 0.077 0.052 0.065 0.008 0.059
P90 0.094* 0.147 -0.053 0.069 0.011 0.070

Note: *=statistically significant difference at tb&b6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

The pay gap between workers with non activity lingtmental LTI and non disabled workers
is explained, at the mean (Table 18) and over igtelalition (Table 24), mostly by
occupations and by job tenure. At the bottom ofdiséribution part of the gap is explained
by shorter job tenure, while their over-represeaiein elementary occupations contributes to
the explanation of the pay gap over the whole itistion. In the top half of the distribution
(75" and 98" percentiles) the gap is explained by their overesentation in clerical
occupations.
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Table 25: Decomposition across the pay distributhtivity limiting mental LTI v. non
activity limiting mental LTI

Quantile  Difference Explained Unexplainedxplained Of whicht:
- Oaxaca Education Occupation
P10 0.042 0.113 -0.071 0.062 0.008 -0.009
P25 0.110* 0.106 0.004 0.114 0.002 0.036
P50 0.161* 0.104 0.057 0.091 0.006 0.045
P75 0.169* 0.080 0.089 0.108 0.011 0.086
P90 0.152 0.052 0.100 0.089 0.023 0.119

Note: *=statistically significant difference at tb&6 level. TThese show the combined contributiodifiérent
educational levels and different occupations, repaly, which may include offsetting effects. ettext we
draw attention to those specific educational leaald occupations which have the most substantidtibation
and are statistically significant.

For the pay gap between those workers with actlwiiting mental LTI and those workers
with non activity limiting mental LTI, despite tHact that, except at the O@ercentile the
majority of the gap is explained, there are nolsifigctors that play a particular significant
role in account for the difference, either at theamor across the distribution. In fact, as
Table 25 shows, the gap itself is not statisticsigynificant pay gap at the $@nd 9¢'
percentiles. At the mean, and across the distabudifferences in representation in
elementary occupations is a significant contribptactor; and variation in the extent to
which the condition is regarded as limiting the amtoof work contribute to explaining the
gap at the ZBand 75th percentiles. Interestingly, in this cangon differences in
qualifications are not pertinent.

In summary, then, part-time work, qualificationglatcupational distribution matter for the
pay of disabled people, with lack of higher quaéfions tending to be more important at
higher levels of earnings and concentration in-paré work more important at the bottom.
Less well paid occupations contribute to pay gapsss the distribution and across the
different comparisons, between those whose comdiithaits their activity and those for
whom it doesn’t; between those with a long termthezondition and those without and
when focusing just on those with a mental healtidd@omn or a physical condition as their
main condition, respectively. There are thus issiesit the extent to which those who are
disabled end up in particular occupations (or, epsely, whether disability is caused by
particular occupations); and similarly the extentvhich disabled people have limited
educational choices (or conversely, whether ba2sg Well educated has consequences for
long term health conditions). Interestingly, thoutjte actual pay gaps associated with
disability are very similar (in proportional termejross the distribution, so pay disadvantage
is no more of an issue for the less well paid thanfor the better paid. The role of part-time
work in reducing pay is also evident. Since partetwork has been seen as facilitating
participation, the issue is not so much accessltdirine work as the fact that part-time work
commands lower rewards and that part time oppdrésnare less readily available in better
paid jobs. This is also reinforced by the findihgttthe fact that the condition limits the
amount of work it is possible to do have more bkaring on pay gaps at the bottom of the
distribution. The substantial explanation provitgdvhether a disability limits the type or
the amount of work someone can do (between actiwiiying and non activity limiting LTI),
is consistent with our discussion of the differatiin between these groups. It is clearly not
the only way they differ, however, since occupatiatistribution remains important.
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6. Conclusions and Discussion

In this discussion we have shown how pay varieséen ethno religious groups and between
those with different health status and across ttelgution of pay. We have attempted to
identify the extent to which there is an unexpldieéement to pay gaps relative to the
reference population and what factors help to emple pay differences — whether they are
predominantly individual or occupational. By theseans we have attempted to isolate the
ways in which group level pay disadvantage canioand may be perpetuated or mitigated.
Our contribution is in looking at sub-populatiorfdarger, heterogeneous groups, thus
reducing the complexity of explaining pay for variethnic groups or disabled people who
differ in key ways such as generation, and religiafiiliation on the one hand or type of
condition and its severity on the other. Furtheenoe provide insights by looking across the
distribution and ascertaining both where differenicepay are larger or smaller, whether they
are more likely to be unexplained at different paftthe distribution and how the factors
helping to explain them themselves differ acrossdistribution. Overall, we found little
evidence for a greater share to be unexplainedregtithe top of the distribution (which

could be associated with glass ceilings) or abthtéom of the distribution (which could be
associated with ‘sticky floors’). A possible exaeptwas second generation Indian Hindu
men, where there was a suggestion from the rethaitshey may be being held back at the
top of the distribution relative to their charaggcs. Further investigation with larger
samples would allow us to investigate this further.

While, there was not substantial evidence of vianaih the unexplained component of pay
gaps across the distribution, there was clear vanian many of the factors contributing to
the explained component at different parts of tis&iution, which we briefly summarise
below. This suggests that efforts to address pegddiantage need to consider the relevance
of differentiated interventions for those in difet circumstances, for both disabled people
and minority ethnic groups.

Looking more specifically at the conclusions frdme two parts of our analysis. In relation to
ethnicity, we consider our key findings to be fiwdd. First that there are striking differences
in pay between ethnic religious groups: Indian lWimtiave the highest pay and Pakistani
Muslims the lowest. Both religion and ethnicity se® be important in determining groups’
pay since Indian Muslims fare worse than Indianddsbut better than Pakistani Muslims.
Second, within all three minority ethno-religiou®gps the second generation achieves
higher pay than the first generation, but the amthat is ‘explained’ by characteristics does
not necessarily increase with generation. Third dibrting out of ethnic—religious groups in
specific occupations and their concentration in-pare (or full-time) work explain part of
the mean pay differences with respect to the ntgjoki portion of the pay advantage for
Indian Hindus is explained by their over-represigotain some highly paid occupations such
as professionals (especially health professioreald)under-representation in part-time work;
whereas the pay gap for both Indian Muslims ands®ak Muslims is explained partially by
their concentration in low paid occupations, lilkdes and customer service, and in part-time
work. And fifth, in our analysis of the statistilgasignificant pay gaps across

the distribution, the unexplained components arallsa between three and

seven per cent of wages in most cases and somdassedliowever, first
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generation Pakistani Muslims are an exception suthstantial unexplained
components, particularly towards the top of thérihstion. Interestingly,
unexplained components are also found for Indiardts who face an
advantage in pay that can be between three antipggleent of reference
wages. Even if Indian Hindus have a pay advanthagg, may still be subject
to wage discrimination.

When we looked at disability we found that pay gagesgenerally larger than those facing
minority groups, though interestingly and somewhaprisingly, for I generation Pakistani
men the pay gaps associated with ethnicity ar@talgn those associated with disability. We
highlight four key findings in relation to theseypgaps.

First, as we would expect, pay gaps are largethfmse with activity limiting LTI than for

those with non activity limiting LTI; and for thos@th mental health as opposed to physical
health conditions. Second, when we look to expllagpay gaps, pay gaps of disabled people
compared to non disabled ones are mostly due todinght over-representation in low paid
occupations (for example elementary occupations paocess, plant and machine
operatives). At the bottom of the distribution pafrtheir gap is explained by their over-
representation in part-time jobs, while at theitap lack of high level qualifications, which
contributes to the explanation of the pay gap. Adsing both the opportunities for
gualifications that (younger) disabled people haseess to is therefore an important issue, as
well as understanding the extent to which less quadilified people are more vulnerable to
disability. Part-time work may offer valuable acsés the labour market for disabled people
in a way that allows them at the same time to ma@algng term health condition. But
opportunities for part time work are typically mwer paid occupations. More opportunities
for flexible working could potentially impact posily on the pay gaps faced by less well
paid disabled people.

Third, when comparing workers with activity limigr(physical or mental) LTI to workers

with non activity limiting LTI a significant partfdhe gap can be explained by the presence of
health problems limiting the type or amount of woFkese variables may capture reduced
productivity due to illness and consequent lowegeg It is worth noting that limits on the
amount of work appear more salient in relationag gaps, while limits on the kind of work
suppress pay towards the top of the distribution.

Fourth, there is some evidence that discriminati@y increase with severity of condition or
the extent to which it limits productivity, and thais worse for those with mental rather than
physical health conditions. However, overall, thiZlence suggests that discrimination within
employment in relation to pay is much less of @uésfor disabled people than access to
better paid occupations and to qualifications.
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Appendix

Al. Data Acknowledgements
The data sets we have drawn on for this studysfellaws:

Office for National Statistics. Social and Vitab8stics Division and Northern Ireland
Statistics and Research Agency. Central Survey, Quiarterly Labour Force Survey,
computer files distributed by the UK Data Archi@glchester EssexXpril-June 1997
SN5414;July-September 19989N5870;0ctober-December 1998N5415;January — March
1998 SN5865;April-June 1998 SN5866;July-September 1998N5867;0ctober-December
1998SN5868;January — March 199$N5863;April-June 1999 SN5416;July-September
1999SN5864,;0ctober-December 1999N5417;January — March 200@N5856;April-June
2000 SN5857;July-September 2008N5858;0ctober-December 200BN5859;January —
March 2001SN5854;April-June 2001 SN5418;July-September 2008N5855;0ctober-
December 2006N5419;January — March 2008N5846;April-June 2002 SN5420;July-
September 2008N5847;0ctober-December 2003N5421;January — March 2003
SN5844;April-June 2003 SN5422;July-September 2008N5845;0ctober-December 2003
SN5423;January — March 20086N5842;April-June 2004 SN5424 July-September 2004
SN5843;0ctober-December 20@N5425;January — March 2005N5426;April-June
2005 SN5427;July-September 2006N5428;0ctober-December 2005N5429;January —
March 2006SN5369;April-June 2006 SN5466;July-September 200BN5547;0ctober-
December 2006N5609;January — March 2008N5657;April-June 2007 SN5715July-
September 2008N5763;0ctober-December 2008N5796;January — March 2008N5851;
April-June 2008 SN6013;July-September 2008N6074;0ctober-December 200BN6119.

A2. Health questions
The following questions are used to define the gsaused in the analysis of disabled
persons’ pay gaps.

First respondents are asked:

A) Do you have any health problems or disabilitiest you expect will last for more than a
year?

In our analysis, this defines those with a longatdmess (LTI).

Those who answer yes to the question about long bealth problems are then asked:

B) Does this health problem affect the kind of paaik that you might do?

C) Does this health problem affect the amount ad paork that you might do?

We use responses to these two questions (limit&mablimit amount) to understand the role
that work limitations (or productivity differenceglay in pay differences.
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Respondents are then asked about the nature bédtin problem or problems. They are
asked:

D) Do you have

1 problems or disabilities (including arthritis @heumatism) connected with

your arms or hands?

2 ...legs or feet?

3 ...back or neck?

4 do you have difficulty in seeing (while wearipg&acles or contact lenses)?

5 difficulty in hearing?

6 a speech impediment

7 severe disfigurement, skin conditions, allergies?

8 chest or breathing problems, asthma, bronchitis?

9 heart, blood pressure or blood circulation pramblg?

10 stomach, liver, kidney or digestive problems?

11 diabetes?

12 depression, bad nerves or anxiety?

13 epilepsy?

14 severe or specific learning difficulties (merttahdicap)?

15 mental illness or suffer from phobias, panic®tbrer nervous disorders?

16 progressive illness not included elsewhere @agcer not included elsewhere,
multiple sclerosis, symptomatic HIV, Parkinsonsedise, muscular dystrophy)?

17 other health problems or disabilities?

Respondents can identify as many health problerapply to them. We use these responses
to give a count of the number of health conditiofe. use this count as a measure of
severity. We also use responses to 12 and 15 mtifigld respondents with a physical health
condition as their main condition also have a mdmalth condition.

If respondents identify more than one conditiod athey are asked

E) Which of these is your main health problem/digsB

With the same response list as for D.

We use this information to identify type of LTI, ether physical (responses 1-11), or mental
(responses 12 and 15).

Respondents are then asked:

F) Do these health problems or disabilities, whaken singly or together, substantially limit
your ability to carry out normal day to day acties? If you are receiving medication

or treatment, please consider what the situatiomldde without the medication or
treatment.

We use the response to this question to distindueslveen those with a non activity limiting
LTI and those with an activity limiting LTI.

There are additional questions on past health pneblwhich are included for the purposes of
the Disability Discrimination Act; but we do noteuthose in our analysis.
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A3 Supplementary tables

Table Al: Log pay at the mean and across the glaition by ethno-religious group

Ethno-Religious Group Mean P10 P25 P50 P75 P90
log wage log wage log wage log wage log wage log wage

Indian Hindu 2.479 1.761 2.056 2.466 2.918 3.231
1% Generation (0.028) (0.036) (0.030) (0.033) (0.043) (0.057)
Indian Hindu 2.571 1.822 2.208 2.564 2.908 3.301
2" Generation (0.040) (0.050) (0.041) (0.051) (0.069) (0.116)
Indian Muslim 2.277 1.589 1.782 2.186 2.721 3.162
1% Generation (0.064) (0.231) (0.127) (0.070) (0.082) (0.137)
Indian Muslim 2.342 1.625 1.901 2.136 2.847 3.148
2" Generation (0.085) (0.281) (0.113) (0.090) (0.116) (0.168)
Pakistani Muslim 1.985 1.557 1.675 1.896 2.229 2.705
1% Generation (0.028) (0.221) (0.092) (0.054) (0.030) (0.028)
Pakistani Muslim 2.321 1.630 1.916 2.220 2.724 3.114
2"4 Generation (0.041) (0.107) (0.056) (0.045) (0.051) (0.075)

Note: Standard errors in parentheses

Table A2: Log pay at the mean and across the glalition by disability group

Disability Group Mean Log P10Log P25Log P50Log P75Log P90 Log
Wage wage Wage Wage Wage Wage

Non activity 2.345 1.724 1.982 2.305 2.690 3.039
limiting LTI (0.004) (0.006)  (0.005) (0.005)  (0.006) (0.007)
Activity limiting 2.239 1.636 1.890 2.217 2.591 2.948
LTI (0.006) (0.009)  (0.007) (0.007)  (0.008) (0.009)
Non activity

limiting physical 2.347 1.730 1.987 2.308 2.689 3.034
LTI (0.004) (0.006)  (0.005) (0.005)  (0.006) (0.008)
Activity limiting 2.256 1.657 1.909 2.230 2.598 2.950
physical LTI (0.006) (0.009)  (0.007) (0.007)  (0.008) (0.010)
Non activity

limiting mental 2.267 1.589 1.899 2.230 2.607 2.994
LTI (0.028) (0.066)  (0.036) (0.031) (0.032) (0.042)
Activity limiting 2.100 1.547 1.788 2.069 2.439 2.846
mental LTI (0.026) (0.028)  (0.030) (0.024)  (0.034) (0.048)

Note: Standard errors in parentheses

61



