
12/2/2013

Starting out or getting stuck?: An analysis of who gets
trapped in low paid work – and who escapes
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New research by Alex Hurrell and colleagues at the Resolution Foundation examines the persistence of
low paid work using a dataset that allowed those in low paid work in 2002 to be tracked to 2012. It
found that 27% had remained in low paid work and that certain types of jobs did indeed appear to
provide fewer opportunities for employees to escape low pay. Of particular concern was the
finding that women appear to face additional barriers to pay progression, over and above these
other factors.

It is generally acknowledged that the UK has a serious low pay problem. One in five employees
were low paid in 2012, which compares poorly to other similar economies. But little is known about the persistence
of low pay and consequently this is an under-developed aspect of the social mobility debate. This matters because
many argue that, yes, there is a lot of low paid work but it overwhelmingly afflicts young people before they go onto
earn more. But this view doesn’t tally with the fact that in fact many of Britain’s low paid workers are not young:
almost half (47 per cent) are aged between 31 and 60.

Therefore our latest report, ‘Starting out or getting stuck?’, set out to shed  light for the first time on how many get
stuck on low pay for significant periods of time.

Specifically, our research addressed the following questions:

–          How many employees remain trapped on low pay for 10 years or more?
–          How many employees manage to progress?
–          Are there systematic differences between low-paid who progress and those who don’t?

Focusing on the period 2002 to 2012, and using data from the New Earnings Survey Panel Dataset (NESPD), we
were able to identify those who were low paid in 2002 and then track this cohort over the subsequent decade. In this
way we were able to identify those low paid workers who remained stuck on low pay over the period 2002-2012 (the
‘stuck’), those that had managed to escape by the end of the period (‘escapers’), and those that cycled in and out of
low pay (the ‘cyclers’).

Using a standard definition, we consider low pay to be an hourly wage less than two-thirds of the contemporary
median. Escapers are defined as those who were in employment and earning above low pay threshold in the final
three years of the period (2010, 2011 and 2012). The stuck are those that only ever held low pay jobs between 2002
and 2012 (when employed). Due to data limitations they also include those switching between low pay and self-
employment. The cyclers are those that were neither stuck nor managed to escape.

The chart below shows the relative sizes of these three groups. Almost one in five (18 per cent) of the low paid in
2002 had escaped low pay by 2012. This corresponds to around 800,000 people and four per cent of the 2002
workforce. Over a quarter (corresponding to 1.3 million employees) were stuck, while nearly half (equivalent to 2.2
million workers) cycled in and out of low pay over the period.

Taking the stuck and the cyclers together, we can see that almost three quarters of the low paid were unable to
escape low pay on a sustainable basis over the decade.

Figure 1: Proportion who escaped low pay, cycled and remained stuck between 2002 and 2012

1/3

http://blogs.lse.ac.uk/politicsandpolicy/starting-out-or-getting-stuck-an-analysis-of-who-gets-trapped-in-low-paid-work-and-who-escapes/
http://blogs.lse.ac.uk/politicsandpolicy/files/2013/11/Alex-Hurrell.jpg
http://www.resolutionfoundation.org/publications/starting-out-getting-stuck/
http://www.resolutionfoundation.org/publications/low-pay-britain-2013/
http://www.resolutionfoundation.org/publications/low-pay-britain-2013/
http://www.resolutionfoundation.org/publications/starting-out-getting-stuck/
http://blogs.lse.ac.uk/politicsandpolicy/files/2013/11/Alex-Hurrell.jpg


Source: Resolution Foundation analysis of NESPD 1975-2012

The table below illustrates the contrasting experiences of the three groups over the period 2002 to 2012. These
workers, who were all low paid in 2002, went on to experience very different earnings trajectories in the subsequent
decade: some never managed to progress out of low-paid work (the stuck), while others managed to progress
significantly up the earnings scale (the escapers). In fact around half of those that managed to escape had managed
to progress at least two-thirds of the way up the scale by 2012.

Table 1:  Average gross hourly wage (excluding overtime) in 2002 and 2012, by low pay category

Source: Resolution Foundation analysis of NESPD 1975-2012

By comparing those who escape low pay with those who do not, we were able to identify the employment
characteristics that were most associated with progression. What emerged is that certain types of jobs did indeed
appear to provide fewer opportunities for employees to escape low pay. Those who remained working in hospitality,
retail or manufacturing were less likely to progress, as were those in care, sales or elementary jobs such as cleaning
or manual labour. Those who remained working for very small firms with fewer than 10 employees were also less
likely to progress. In contrast, public sector workers were more likely to escape. Of particular concern was the
finding that women appear to face additional barriers to pay progression, over and above these other factors.

So in summary, it is clear that for too many, low pay is a long-term reality, and crucially is not something that only
afflicts people in the early stages of their careers. In fact of the 1.3 million people in 2012 who had been stuck on low
pay for the previous decade, half were aged between 41 and 60, and had therefore spent up to a decade of their
peak earning years in low-paying work. While some did manage to progress, the vast majority of low-paid workers,
almost three-quarters, were unable to escape low pay over the decade 2002 to 2012.

The research suggests that, as things stand, for many low paid workers progression will require moving out of dead-
end jobs. But does it have to be this way? Can we improve pay mobility within these ‘sticky’ industries and
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occupations, especially for those in very small firms? We see that low paid workers in the public sector were more
likely to progress, so are there lessons from the public sector, such as the use of transparent pay scales linked to
clear career paths that might be successfully transferred to the private sector? And are there policies in specific
areas such as childcare and part-time working that could help to ameliorate the additional barriers that women
appear to face?

Taking a step back, it is also important to recognise that policies to promote pay progression must be seen in the
context of a larger discussion about what scope there is for policy to help the UK shift away from its current low-pay,
low-skill equilibrium. Until this can be done, the sheer number of low-paid jobs in the UK labour market will ultimately
always limit low-paid workers’ opportunities to progress.

Note:  This article gives the views of the author, and not the position of the British Politics and Policy blog, nor of the
London School of Economics. Please read our comments policy before posting. 
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