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Abstract People’s occupations are strongly related to multiple dimensions of in-
equality, such as inequalities in wages, health, autonomy, or risk of temporary em-
ployment. The theories and mechanisms linking occupations to these inequalities
are subject to debate. We review the recent evidence on the relationship between
occupations and inequality and discuss the following four overarching theoretical
perspectives: occupations and skills, occupations and tasks, occupations and insti-
tutions, and occupations and culture. We show that each perspective has strong
implications for how scholars conceptualize occupations and which occupational
characteristics are seen as relevant when explaining inequalities. Building on this,
we review and critically examine the relevant theories related to and the mechanisms
of the relationship between occupation and wage inequality, as an example. We con-
clude that there is sound empirical knowledge available on the relationships between
occupations and inequality; however, some of the mechanisms are still unclear.
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Berufe und soziale Ungleichheit. Theoretische Perspektiven und
Mechanismen

Zusammenfassung Berufe hängen mit verschiedensten Facetten sozialer Ungleich-
heit zusammen, darunter sind Lohnungleichheit, Gesundheit, Autonomie oder Risi-
ken befristeter Beschäftigung. Theorien und Mechanismen, die Berufe mit diesen
Ungleichheiten verbinden, werden teils kontrovers diskutiert. Wir betrachten neuere
Erkenntnisse zum Verhältnis von Berufen und sozialer Ungleichheit und nehmen
eine Einordnung in vier übergreifende theoretische Perspektiven vor: Berufe und
Fähigkeiten, Berufe und Tätigkeiten, Berufe und Institutionen sowie Berufe und
Kultur. Wir zeigen, dass Wissenschaftler Berufe je nach Perspektive unterschiedlich
konzeptualisieren und jeweils andere Berufsmerkmale für die Erklärung von Un-
gleichheiten als relevant erachten. Darauf aufbauend veranschaulichen wir anhand
des Beispiels der Lohnungleichheiten berufsspezifische Theorien und Mechanismen
entlang der vier beschriebenen Perspektiven. Wir kommen zu dem Schluss, dass es
fundiertes empirisches Wissen über die Zusammenhänge zwischen Berufen und so-
zialer Ungleichheit gibt, die Mechanismen jedoch an mehreren Stellen immer noch
unklar sind.

Schlüsselwörter Theorie von Berufen · Fähigkeiten · Tasks · Berufsspezifische
Mechanismen · Soziologische Theorie · Lohnungleichheit

1 Introduction

Occupation is a key concept in the social sciences. Its use in explaining the forms
and levels of inequality spans over more than a millennium, starting with the early
works of Weber, Durkheim, and Marx and continuing to the recent debates about the
relationships between occupations and various dimensions of inequality (Avent-Holt
et al. 2019; Oesch and Piccitto 2019). Despite some claims regarding a perceived
marginalization of occupation in understanding life chances and positions within
societies in the past decades (Kim et al. 2018; Beck et al. 1992), occupations and
their characteristics persisted as the basis for explaining very diverse dimensions of
inequality. Occupations are the basis for various forms of economic inequality (Re-
ichelt and Abraham 2017; Nawakitphaitoon and Ormiston 2015). They also strongly
contribute to non-economic kinds of inequality. Depending on the occupation, the
school-to-work transition quality differs (DiPrete et al. 2017). Different occupations
are associated with upward and downward mobility in the labor market (Menze
2017; Mayer et al. 2010). The risk of temporary employment is distributed unevenly
across different occupations (Stuth 2017), as are levels of stress (Johnson et al.
2005), opportunities to participate in continuing vocational training (Ehlert 2017),
or short sleep duration risks (Shockey and Wheaton 2017).

In comparison to its frequent use in empirical analyses, there is little discussion
about the theoretical questions concerning the perspectives of occupation and the
theoretical grounds of the relationship between occupation and inequality. The liter-
ature provides various, sometimes conflicting, definitions of occupation, which leads
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to uncertainties about the use of the concept or to fuzziness in its use (Dostal 2002).
Furthermore, in some studies, occupation appears as a predictive variable, but the
causal link between occupation or the characteristics of different occupations and
the inequality dimension under study remains unclear (Card et al. 2013). In such
a case, occupation serves as a placeholder for complex social processes, which link
the occupational structure to dimensions of inequality.

We believe that the theoretical argument regarding the relationship between oc-
cupations and inequality would profit by first examining the theoretical perspectives
on occupations. Here, we argue that at least four perspectives need to be distin-
guished. First, we discuss an individual perspective, which focusses on occupation-
specific sets of skills1. Second, we examine occupations, tasks, and jobs, which is
a perspective focusing on demand-side characteristics but not employees. Third, we
shed light on an institutional perspective on occupation. Finally, we discuss the re-
lationship between culture and occupation. Our claim is that we need to be aware
of all the perspectives to understand the full extent of the possible relationships
between occupation and the various dimensions of inequality.

For the purpose of this paper, we treat these perspectives as analytically inde-
pendent, but we are aware of proposals integrating at least two of them (Damelang
et al. 2019; Anteby et al. 2016). Furthermore, we value the research perspectives
connecting occupations with industries or organizations (Janietz and Bol 2020; Aus-
purg et al. 2017). Within this article, we focus on occupation alone, which abstracts
from these connections.

We also stress that we do not discuss overarching labor-market theories here.
Occupation-specific markets are just one building block within the labor market.
They exist in parallel to firm-specific and unspecific labor markets, which can have
different logics and mechanisms (Sengenberger 1987). Here, our aim is to focus
exclusively on occupation and its relationship to inequality.

In the next step, we spell out four perspectives on that relationship. Each one
focuses on very different occupational characteristics, which serve as the starting
point for the mechanisms generating occupation-specific inequality. It is far beyond
the scope of this paper to offer a comprehensive list of them. Our aim is to review
and clarify how scholars (can possibly) argue if they want to make a case that
occupation relates to inequality.

2 Four Perspectives on Occupations

Occupations are social constructs. Societies can create or eliminate occupations
within the framework of training courses and courses of study. They can implement
them in laws and file them in official classifications. Associations and companies can
advertise occupations. In addition, occupations are also parts of concepts, attitudes,
and stereotypes.

1 We use occupation-specific skills, abilities, and competencies, as well as occupation-specific capital,
interchangeably.
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Occupations thus represent an objective reality, even if they do not exist without
people. Their existence has a formative effect on society and people. With occupa-
tions, societies structure the acquisition of individual skills within the framework
of education systems. Occupations enable organizations to structure work activities
along specified work tasks. Institutions regulate access into occupations, occupa-
tional behavior, and outcomes. Occupations serve as orientations for (potential)
employers and employees about necessary skills, the work environment, and peo-
ple can adapt their identities to occupational cultures. All these characteristics can
result in occupation-specific inequalities. The underlying mechanisms or the con-
ditions of these mechanisms may vary between countries, regions, and over time,
adding further complexity.

2.1 Occupations and Skills

Scholars using a perspective on occupations and skills focus on the occupational
specifics of the labor market supply. By using such a perspective, scholars typ-
ically abstract from demand-side characteristics such as recruitment into jobs or
organizations, the distribution of vacancies, or discrimination. Instead, they focus
on the acquisition, formation, heterogeneity, and prices of skills, capabilities, and
competencies.

Human capital theory, which gained great popularity owing to Mincer (1974) and
Becker (1964), is one prominent example of reasoning using such a perspective.
In the early stages, human capital theory did not explicitly account for occupa-
tional skills but used schooling and on-the-job experience as the measure of skill.
Becker’s (1964) notion of specific skills (as opposed to general skills) has usually
been referred to as firm-specific and not occupation-specific skills. We also include
Bourdieu’s capital theory as an example of this perspective. He claimed that skills
take the form of embodied cultural capital, which persons transfer into other kinds
of capital, such as economic or social capital (Bourdieu 1986). His theory did not
include occupation-specific capital either, but paved the way for studies that did.

In particular, human capital theory came under attack for using broad educational
categories and experience as skill measures, as well as for abstracting the forma-
tion of skill-sets owing to occupations (Blaug 1976). Scholars claimed that theories
abstracting from occupational heterogeneity were not sufficient to describe the rel-
evant differences between individuals to understand the dimensions of inequality
(Kambourov and Manovskii 2009; England 1982). Thus, social scientists enriched
the theories focusing on individual skills referring to occupations.

Such enriched theories needed to define the term occupation. A prominent ex-
ample defines occupations as “complex, institutionalized bundles of the market-
relevant working abilities of persons” (Beck et al. 1980, p. 19; own translation). The
emphasis here is the institutionalization of the “bundles” or skill sets. Such a defi-
nition has strong implications. First, currently unemployed individuals can have an
occupation. For example, people can be “electrical engineers” even if they are not
currently employed. Second, it is not important what an individual actually does,
only what they are able to do. Third, occupational borders run along skill-sets but
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not any other characteristics. Fourth, untypical, non-institutionalized skill-sets may
exist, but they do not constitute an occupation.

The core assumption of an occupational perspective on skills is that occupations
form skill-sets. The theories using such a perspective assume that skills are not
atomistic in the sense that individuals supply one particular skill or supply parts
of their skills to different firms, which is an explicit assumption in Human Capital
Theory. Individuals supply and employers demand typical sets of skills, enabling
employees to solve a typical set of problems within the context of paid labor. Thus,
both sides have an interest in forming and expressing the expectations of skill-sets
to increase the efficiency of matching between the supplied and demanded skills.

The types of skills or skill-sets scholars need to distinguish for meaningful mod-
eling is a matter of debate. Databases such as the O*Net offer very detailed skill-
sets for occupations, but for most empirical analyses, scholars need to categorize
skills. Some propose a distinction between cognitive, creative, technical or social
skills, whereas others include managerial skills, noncognitive skills, or collapse cate-
gories (Cobb-Clark and Tan 2011; Liu and Grusky 2013). The scholarly work based
on these typologies claims that the differences in the occupational compositions of
these skill types are important for various dimensions of inequality. We discuss such
theories in Sect. 3.1.

2.2 Occupations, Tasks, and Jobs

A second perspective centers on the demand side, focusing on an occupation’s
relationship to tasks and jobs. For this perspective, two aspects are essential. The first
involves the demand-side structures around jobs, which are not endlessly separable.
Thus, if an employee fills a job, other candidates with equal skills cannot sell their
skills regarding that job. Second, it is important what people (are supposed to) do
at work. What people do is contingent on the workplace characteristics and can be
largely independent of the skill-set of employees.

A core assumption of this perspective is that employers have typical problem sets
within their organizations that are associated with a set of tasks that should solve
these problems. Following Acemoglu and Autor (2011, p. 1045), a task “... is a unit
of work activity that produces output (goods and services).” A single combination
of problems and/or tasks within an organization is a job. The International Labour
Organization (ILO) thus defines a job as “a set of tasks and duties performed,
or meant to be performed, by one person, including for an employer or in self-
employment” (International Labour Office 2012, p. 11).

A corresponding demand-side-oriented definition of occupation captures occu-
pation as a “set of jobs whose main tasks and duties are characterized by a high
degree of similarity” (International Labour Office 2012, p. 11). First, it follows that
scholars or practitioners need to define the degree of task similarity constituting an
occupation. In doing so, they need to decide how fine-grained the comparison should
be. The more specific the task descriptions are, the more detailed and numerous are
the resulting occupations. Second, the job characteristics but not skills of employees
distinguish occupations. Thus, individuals without a job do not have an occupation
according to this definition.
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Influential theoretical approaches using this perspective are the job-competition
theory (Thurow 1975), the vacancy-competition theory (Sørensen 1977), and the
theory of task-biased technological change (Acemoglu and Autor 2011). Early work
discussed the consequences of including the existence of jobs, job hierarchies, and
vacancies for labor-market outcomes. These theories did not focus much on the role
of occupations. More recent theories ask whether broad task types have characteris-
tics connecting them to inequality. These approaches are not necessarily occupation-
specific either. Many abstract task types form underlying occupations.

There is, however, very good reason to focus on the relationship between occupa-
tions, tasks, and jobs. Jobs (as specific sets of tasks) are typically not unique, because
the problems associated with the job are typically not specific to a single workplace
within a single organization. Most jobs are the result of functional differentiations
of organizations or societies. The prerequisite for a successful division of labor is
an efficient coordination of activities and jobs that meet the typical demand for
skills within a society. Occupation-specific jobs enable organizations to do this by
bundling tasks and jobs efficiently and meaningfully at a higher level of aggregation
(Abraham et al. 2018). Thus, the requirements for performing tasks successfully and
without large training costs can be very occupation-specific (Gibbons and Waldman
2004). Eventually, the analytical separation of tasks from occupations might not
always be feasible (Gathmann and Schönberg 2010).

Even though scholars acknowledge occupation-specific tasks, how to distinguish
task characteristics properly is an open debate. An influential typology of tasks
is to distinguish between four types by crossing routine/nonroutine and analytical/
manual tasks (Autor et al. 2003, p. 1286). Examples of routine analytical tasks are
record-keeping, calculation, or reviewing forms. Educating others, giving a med-
ical diagnosis, or lobbying are nonroutine analytical tasks. Manual routine tasks
are sorting, picking, or rule-based construction. Manual nonroutine tasks include
hair cutting, geriatric care, or janitorial services. The newer taxonomy of Dengler
et al. (2014) distinguishes analytical nonroutine tasks, interactive nonroutine tasks,
cognitive routine tasks, and manual routine/nonroutine tasks.

In Sect. 3.2, we discuss the mechanisms relating occupations, jobs, and tasks to
wage inequality.

2.3 Occupations and Institutions

The third perspective highlights the relationship between occupations and institu-
tions (Damelang et al. 2019). Scholars using this perspective study specific sets
of norms about skills, competencies, behaviors, or, more broadly, the institutional
linkages of occupations into social spheres, such as the educational system or the
labor market. This perspective captures occupational characteristics from the meso-
or macrostructural level, which shape both the skill and the task dimensions of
occupations.

Theories using this perspective claim that we need to take the embeddedness
of occupations in institutions into account to understand the relationship between
occupation and inequality for two reasons. First, institutions solve a fundamental
trust problem in recruitment. Second, occupations differ regarding the distribution
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of resources in ways that we are not able to explain with differences in tasks and
skills alone.

The first point challenges the assumption that employers observe the skills (and
productivity) of candidates with educational investment and experience clearly. Re-
cruiters face a huge amount of uncertainty by judging the most productive/skilled
candidate based on certificates. Certificates are, in the sense of Bourdieu (1986),
institutionalized cultural capital. However, recruiters can rely on the information
given by certificates only if they trust that the candidates truly acquired a standard-
ized set of skills, which they associate with the certificate. Only then can recruiters
be certain about the competencies of workers to perform the required tasks. How-
ever, these certificates can be more or less trustworthy, depending on the grade
of institutionalization of occupational training. Recent works show that the level
of trustworthiness of occupational degrees is important for recruitment decisions
(Columbaro and Monaghan 2009, Stumpf et al. in this volume).

The second point focuses on occupational inequalities that are not based on skill
and task differentials. For example, in The System of Professions, Andrew Abbott
(1988) analyzes how and why occupational groups control knowledge to gain advan-
tages in terms of power, status, and economic resources. He argues that we cannot
understand such differences without analyzing how occupations create, shape, and
reinforce institutions, such as boards, chambers, associations, or curricula for vo-
cational education. The distinction between a powerful profession and other kinds
of occupations is not based on skill or task characteristics alone but also on the
relationship between occupations and such institutions.

In light of this, scholars analyzed how occupations created or shaped occupation-
specific labor market institutions, such as boards and occupational associations, and
what they do (see Giesecke et al. in this volume). Boards administer the self-orga-
nization of an occupation (Pagliero 2019). Typically, boards issue licenses, create
codes of conduct, report misbehaviors, are responsible for examinations, and counsel
the government in occupational affairs. An occupational board is the most powerful
tool for an occupation as a collective actor to influence the norms, laws, and the
market and to build up the occupation as a profession. Occupational associations
are, in contrast, clubs for people with an interest in promoting or developing an
occupation. A third form of an occupational institution is the occupational union.
Typically, unions work on the industry level, but in some cases, occupations found
unions to engage in wage bargaining and strikes (Dütsch et al. 2014). In contrast,
boards are typically not permitted to engage in strikes.

Theories on social closure expand this perspective beyond the profession/
nonprofession distinction and ask which institutionalized rules gain occupations
privileged access to resources (Weeden 2002). These rules can be formal or infor-
mal. For example, governments can issue formal rules about recruitment through
licensing laws. They define which employees are allowed to perform occupational
tasks legally (Haupt 2016a). There is no legal ground in Germany that restricts
employees from working as data scientists. However, Germans are not allowed to
perform heart surgery without a license or to perform the work of physicians—even
if these tasks would be performed in private and without pay. A second kind of
occupational closure is based on informal recruitment rules (Rohrbach-Schmidt, in
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this volume; Bürmann in this volume). In many cases, recruiters are not obliged to
select candidates with particular certificates. However, they do so anyway, leading
to the exclusion of equally suited candidates in some instances. Some occupations
show a third form of closure, i.e., regulating entry into self-employment (Haupt
2016b). Many governments apply rules for the commerce of weapons and drugs, or
services for physicians and advocates. In addition, some countries regulate the self-
employment of crafts (Rostam-Afschar 2014; Damelang et al. 2017).

The aforementioned norms target entry into occupations. Some occupations face
additional rules for the prices of their services (Rostam-Afschar and Strohmaier
2019; Haupt 2016a). Moreover, some occupations are subject to minimum wage
laws—either by defining special minimum wages or by exempting them (Skedinger
2006; Schiller 1994).

Our discussion makes it clear that occupations are related to a country’s institu-
tional structure in many ways. We discuss inequality-generating mechanisms with
these occupational characteristics as starting points in Sect. 3.3.

2.4 Occupations and Culture

The fourth perspective relates to occupations and culture. Within this perspective, we
distinguish two lines of reasoning. First, scholars place occupations in a societies’
culture, with its shared attitudes, knowledge, and stereotypes. Second, occupations
can form a specific culture, which scholars can analyze and use for explanations of
inequality.

The occupational knowledge is deeply rooted among the members of a society.
In her work Theory of Circumscription and Compromise, Linda Gottfredson (1981)
claims that people often share similar images of occupations within a culture (oc-
cupational stereotypes). For example, there are ideas about what certain respected
occupations are like, the degree to which occupations are “male” or “female”, and
what the typical fields of activity are for job holders. Such occupational images
are already consolidated in the course of primary socialization via family, friends,
educational institutions, or the mass media. In addition, collective actors, such as
employers’ associations or trade unions, try to convey certain job descriptions to the
population and make occupations visible. Individuals particularly strive for certain
occupations when their occupational images agree with their self-concept, i.e., how
they view themselves, privately and publicly. Such cultural concepts lead to the
group-specific selection of and employment duration within occupations.

People shape and consolidate specific occupational cultures. In line with Weeden
and Grusky (2005), we describe a three-step process leading to occupation-spe-
cific identities, attitudes, perceptions, or preferences but also to occupation-specific
segregation. These three steps are as follows:

1) Self-selection. Individuals have certain occupational stereotypes in mind. Mir-
roring these stereotypes with their own self-concept, attitudes, abilities, and value
orientations, individuals strive for occupations that fit their aspirations particularly
well.
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2) Gatekeeper selection. The gatekeepers within a network are more prone to
granting access to persons who have adequate attitudes and values (Petersen et al.
2000).

3) Socialization. Training in an occupation, facing similar working conditions, as
well as social interactions with the incumbents of occupations, reinforces existing
attitudes, values, and practices. Practitioners of an occupation do not only share
attitudes, value orientations, and practices, they can also form an identity specific
to the occupation. In summary, these processes can result in occupation-specific
cultures that are able to influence life chances, political participation, and lifestyles.

Some scholars conclude from this that occupations as microclasses serve as better
grounds for analysis than traditional big classes (Weeden and Grusky 2005; Jonsson
et al. 2009). Such microclasses “emerge around functional niches in the division of
labor” (Weeden and Grusky 2005, p. 142) and represent comparatively homogeneous
groupings of employed persons, which may reflect the reality of life in postmodern
societies better than established large-scale class concepts (for more information on
occupational status scales and class schemes, see Bernhard et al. in this volume).

In Sect. 3.4, we discuss the mechanisms relating occupations and culture to wage
inequality.

3 Occupations and Wage Inequality

The four perspectives above can be very useful for explanations of inequality. Here,
we discuss their application for explaining occupation-specific wage inequality.
The distribution of wages is by far the best-studied phenomenon in inequality re-
search, offeringmultiparadigmatic and sometimes conflicting theoretical approaches.
A broad stream of literature shows the close link between occupations and wage
inequality for a wide range of countries (Mouw and Kalleberg 2010; Williams 2013;
Card et al. 2013; Kampelmann and Rycx 2012). However, the mechanisms gener-

Table 1 Selected theories and mechanisms linking occupations to wage inequality

Perspective Theory Inequality-generating mechanism

Skills Occupation-specific human capi-
tal

Deviations from productivity pay

Skill-biased technological change Skill mismatches
Tasks/jobs Job competition theory Social positioning

Occupation-specific tasks Occupation-specific substitutability

Task-biased technological change
Institutions Screening theory Occupation-specific trustworthiness

Credentialism/social closure Artificial undersupply

Occupation-specific channeling
Culture Occupational stereotypes Self-selection into more/less rewarding occupa-

tions

Occupation-specific network
theory

Worth construction

Discrimination theory Statistical and taste-based discrimination
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ating occupation-specific wage inequality are still subject to debate. We review the
prominent research on occupation-specific approaches to wage inequality to reflect
state-of-art theories. It is our aim to show opportunities for theoretical reasoning
regarding these mechanisms from different perspectives. Furthermore, we reflect the
need for further theory building. Table 1 provides an overview of the perspectives,
selected theories and associated mechanisms.

3.1 Occupations, Skills, and Wages

Human Capital Theory assumes that productivity is observable and that pay is a di-
rect consequence of productivity. Such a direct link between skills, productivity,
and wages is not always theoretically feasible but can be a good (first) approxima-
tion for studying the role of occupations in the relationship between skills and the
distribution of wages (Beyer and Knight 1989).

As we pointed out above (Sect. 2.1), individuals do not supply one particular
skill, but typical skill-sets, which are more or less specific to different occupations.
Some occupational skills can be more investment intensive. The wages paid for them
are higher than those of other skills if employers expect an undersupply owing to
a lack of compensation for a higher individual investment. Thus, the price for the
wage does not only reflect productivity but also the (expected) scarcity of skills.

Furthermore, the acquisition of particular occupational skills can need higher
amounts of talent or of general skills, such as intelligence, stress resistance, or
language skills, than others (Ghatak et al. 2007). Employers can prefer workers with
such skills and pay them higher wages. This results in occupation-specific wage
differentials.

Human Capital Theory also assumes that employees can separate their skills
infinitely and sell them to different employers. This very strong assumption does
not reflect the labor market mechanics well. Skills are embodied in people and
people cannot separate themselves infinitely. Thus, they need to provide their skills
to a small number of employers, but typically only to one. In some cases, employers
do not need (or buy) all the skills of the employee’s occupational skill-set, resulting
in a poor match between the employee’s skills and the employer’s demands, reducing
their productivity. Thus, these employees receive wage disadvantages compared with
employees with better skill matches. Recent work focussing on the matching process
and its consequences show such a pattern empirically (Nordin et al. 2010; Rohrbach-
Schmidt and Tiemann 2011; Bol et al. 2019).

Finally, changes in the demand for occupation-specific skills alter their prices
and, consequently, occupational wages. The theory of skill-biased technological
change (SBTC) argues that shifts in production based on computerization increased
the demand for and return to high-skilled employees and, thus favors occupations
with cognitive skills (Berman et al. 1998). In light of this, Liu and Grusky (2013)
explain increases in between-occupational wage inequality in the USA between 1970
and 2010, with changed returns for cognitive, creative, technical, and social skills.
Analytical skills, as a subdomain of cognitive skills, showed the steepest increase in
returns. However, Beaudry et al. (2016) demonstrate a “great reversal” of the returns
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for cognitive skills after the tech bust in 2000, which was reinforced by the 2008
financial crisis. This is not in line with a simple SBTC theory.

The literature offers several other pieces of conflicting evidence for SBTC, lead-
ing to the impression that this theory is too simple (Hutter and Weber 2017; Card
and DiNardo 2002; Acemoglu and Autor 2011). On a theoretical level, it is still
far from clear in what way skill-related demand shifts influence occupations and
occupational wage inequality. Does it matter that an occupation only includes a type
of skill, such as analytical thinking, or must it be the main skill? Furthermore, gen-
eral concepts such as “cognitive skills” can refer to very heterogeneous abilities for
specific occupations. For a physician, it typically means diagnosing, for an invest-
ment banker, analyzing economic opportunities. Currently, these theories assume
that an average return for the type of skill across occupations is informative about
a general, underlying process. We do not know whether that is correct. This may
be true for some occupations (managers, bankers), which can strongly influence the
overall picture, but for others, this type of skill may not influence wages in the same
manner.

3.2 Occupations, Tasks, Jobs, and Wages

Mechanisms relying on skill differentials typically abstract from jobs and their char-
acteristics, as well as their relationship with occupations. Within this section, we
discuss theories that place job and task characteristics at the center of the analysis.

Firms and organizations typically form their labor demands on the grounds of
occupation-specific task sets, leading to occupation-specific job pools within the
firms (Sørensen and Kalleberg 1977). Such pools can have three consequences.

First, firms attribute specific tasks to occupations. Firms typically do not split
task bundles but assign them as bundles to occupations. If some tasks within these
bundles are more rewarding, the occupations’ exclusive (or stronger) relation to
these tasks leads to higher occupational wages. Rohrbach-Schmidt (2019) offers
evidence for this mechanism but also highlights the relevance of task variability
within occupations for between-worker inequality.

Second, occupations sort across firms and organizations in particular ways. Fur-
thermore, firms and organizations can have very different product–market power
levels, resulting in higher revenues—independent of the workers’ productivity
(Sørensen 1996). If firms share such rents and occupations sort differently over
firms with more/less product market power, then occupations are able to profit from
rent-sharing differently, which explains some of the between-occupation inequality
(Card et al. 2014).

Third, firms can decide to outsource or out-contract specific tasks of whole job
pools. If tasks or jobs have a strong link to particular occupations, some occupations
are more affected by out-contracting and outsourcing. Both lead to a decline in the
employees’ power in wage bargaining (Goldschmidt and Schmieder 2017). Thus,
occupation-specific wage inequality can be based on the changing power relations
due to employment dualization, but studies analyzing this mechanism are very scarce
(Ochsenfeld 2018).
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The previous reasoning focused on the structural characteristics of jobs and tasks
from a cross-sectional perspective. Such a perspective does not analyze the changes
in task demands. However, a large discussion in the wake of the Task-Biased Tech-
nological Change (TBTC) Theory focused on such changes and how they influenced
wage inequality. At its core, the theory claims that technological changes increased
the replaceability of some tasks and enhanced the demand for others. Thus, the oc-
cupations associated with these tasks suffered or profited in specific ways. The main
prediction of TBTC is that the middle of the occupational wage structure hollowed
out because these occupations have a strong connection to routine tasks, which
could either be replaced by computers or performed cheaper offshore. Instead, the
demand for low-skilled, not offshorable service tasks, as well as high-skilled cog-
nitive nonroutine tasks increased, leading to a polarization of the employment and
wage structure (Spitz-Oener 2006; Acemoglu and Autor 2011).

Fortin and Lemieux (2016) strongly connect the changes of wages within and
between occupations in the USA to the changed demand for tasks. However, the
support for this hypothesis outside the USA is very limited (Antonczyk et al. 2009;
Oesch and Menes 2011; Goos and Manning 2007) and Oesch and Piccitto (2019)
even claim it to be a myth for European countries. The empirical picture relating
occupations, different tasks, and wages is very mixed. Some find no to weak relations
between tasks and (occupational) wages (Antonczyk et al. 2009; Salvatori 2018;
Fernández-Macías and Hurley 2016). Some studies find substantial wage effects of
task offshoring on occupational wages (Baumgarten et al. 2013; Goos et al. 2014),
whereas others, such as Reichelt et al. (in this volume) show no results on overall
wage inequality. The same mixed picture is offered by the literature on the relation
of occupations, automation, and wages (Autor 2015). Automation replaced labor in
some occupations but seems to have increased it in others (Atkinson and Wu 2017).
Autor and Dorn (2013) report a strong increase in low-skilled service jobs in the
USA owing to technological change, but Oesch (2013) does not find such patterns
for European societies.

The relation between task changes and wage inequality is thus a very complex
one, plausibly incorporating many overlaying mechanisms. The mixed picture may
be a result of such overlaying processes. Technological change and offshorability
are not the only two factors influencing the distribution of tasks within a society.
Within the past decades, Western societies witnessed an upswing in the demand
for elderly care, education, legal services, and health care (Witte and Haupt 2019;
Santiago 2002; Michelson 2013; Dwyer 2013). Some of these changes are the results
of population change, while others, such as the increase in pre-school education in
Germany, result from changing norms within a society (see Grgic in this volume). It
is not clear how TBTC relates to such processes and how the combination of these
influences shapes the occupational composition and wage structure of societies.

Furthermore, technological change targets only some tasks associated with occu-
pations, but rarely all of them (Dengler and Matthes 2018). Thus, occupations can
adapt to the challenges from the substitution potentials of their associated tasks. For
some occupations, technological change or offshorability may even increase the pro-
ductivity for those occupations (see Reichelt et al. in this volume). In addition, the
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processes associated with task changes can lead to the creation of new occupations.
Our knowledge about these processes is very sparse and subject to future work.

3.3 Occupations, Institutions, and Wages

Employees have a strong interest in signaling their productivity with certificates and
firms use them as major sources to screen a candidate’s capabilities (Stiglitz 1975).
Moreover, firms are interested in reducing the risk of unproductive employees (often
referred to as lemons in line with Akerlof (1970)). As we discussed in Sect. 2.3, the
screening of an employee’s capabilities on the grounds of occupational certificates
is only feasible if employers trust the information given by the institutions issuing
certification. However, trust in an occupational certificate is not an easily established
concept. It is based strongly on formal institutionalization, which is a process of set-
ting and enforcing rules about occupational training and certification by authorities
(Albert 2016). For example, German vocational education curricula and occupa-
tional certificates are the result of formalized application and negotiation processes
between all interest groups involved and explicitly include employer representatives,
who are concerned with a high degree of fit between the job descriptions and the
requirement profiles of the companies’ jobs. This is a highly formal and institution-
alized way of securing trust in the information given by occupational certificates. If
employers do not trust or have doubts about the information given by certificates,
candidates have lower labor-market success (Tholen 2019).

The theories of credentialism and social closure (Brown 2001; Murphy 1988)
explore the (un)intended consequence of excluding alternative candidates based on
the strong emphasis on certificates. Recruitment processes focusing on (trustworthy)
occupational certificates limit the supply of candidates able to fill these positions
(Weeden 2002). The literature offers at least three different processes that can lead
to the exclusion of candidates.

First, organizations or firms form strong informal rules for occupation-specific
recruitment. We can expect such rules in markets with a steady supply of candidates
with occupational skill sets certified by trustworthy institutions. In such cases, re-
cruiters rely strongly on this signal and have a tendency to exclude others (Behrenz
2001; Bangerter et al. 2012). Their main reason for the exclusion is the reduc-
tion of training costs for candidates with a lesser skill match (Bills et al. 2017).
A consequence of such recruitment is the formation of closed occupation-specific
labor markets, with high barriers to entry—even if it is an unintended consequence
of a firm’s recruitment behavior (Haupt 2012). We know very well that the more
closed an occupational labor market is, the higher are the average wages of the
employees inside this market (Weeden 2002; Haupt 2012; Bol and Drange 2017;
Bol and Weeden 2015; van de Werfhorst 2011). It is, however, an open debate
as to which mechanisms are responsible for this relationship. Most importantly, the
literature needs to answer why employers should react to degrees of closure (or char-
acteristics associated with it) with higher wages. The most common argument is that
closure artificially reduces the supply of employees, thereby creating a labor supply
shortage, which leads to higher wages for those who are able to enter the market. If
that were the case, we should observe larger shares of vacancies or longer episodes
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of unfilled vacancies in more closed labor markets (Haupt 2012; Cardona 2013).
However, the empirical evidence for both is lacking (Damelang et al. 2019). A fur-
ther argument concerns the increased matching efficiency based on occupational
closure. If an occupation supplies a very special skill set for a particular market
segment in a trustworthy way, they are the most productive alternatives among all
candidates and do not need the same amount of further training. Thus, employers
compete for them with higher wages. The literature offers some evidence for this
claim (Haupt 2012; Bol et al. 2019; Ehlert 2017).

Second, the literature offers broad evidence that employers tend to devaluate for-
eign certificates because they attribute lower signal strength regarding the expected
occupational skills or find them to be less trustworthy (Damelang and Abraham
2016; Kreyenfeld and Konietzka 2002; Ebner and Helbling 2016). As a result, mi-
grants work with lower probability in more rewarding closed occupational markets,
have a higher risk of skill mismatch, and earn lower wages on average (see the
articles by Rohrbach-Schmidt and Bürmann in this volume).

Third, countries can have legal rules for occupation-specific recruitment (licens-
ing laws). Typically, the literature views licensing as the strongest form of occu-
pational social closure (Koumenta et al. 2014). As for the case of general social
closure, the literature offers broad evidence for the association of licensed occupa-
tions with higher wages (Weeden 2002; Pagliero 2011; Kleiner and Krueger 2013;
Witte and Haupt 2019). There are, however, some studies showing conflicting evi-
dence. Law and Marks (2013) compare the wages of registered and practical nurses
between 1950 and 1970 in the USA. During this time, these occupations changed
from certification to licensing in some states but remained certified in others. Us-
ing a difference-in-difference approach, the authors estimate no changes in wages
attributable to this change in market regulation. The study by Redbird (2017) uses
between-state variation of licensing over time to study the wage effects of licensing
in the USA. Her estimates do not show a significant positive relationship between
the licensing of an occupation and its mean wage trend. In addition to the conflicting
empirical evidence, all theoretical problems of the connection between social closure
and wages apply to licensing. The common claim regarding a labor supply shortage
seems theoretically sound (if the market would be in equilibrium without licensing),
but we do not have strong empirical evidence about artificial labor shortages based
on licensing. It is plausible that other mechanisms, such as product market power,
price setting, or network formation, work in favor of higher wages for licensed oc-
cupations, but our knowledge about them is very thin (see the discussion in Haupt
2020).

We know very little about the processes linking other occupational institutions,
such as occupational associations or boards, to wage inequality (Pagliero 2019;
Matthes and Vicari 2019). We do not know exactly how these institutions influence
employee’s wages, and the empirical patterns for such a relationship are mixed (see
Giesecke et al. in this volume).
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3.4 Occupations, Culture, and Wages

The previous theories about the mechanisms between occupations and wages typi-
cally do not take the cultural context into account, which embeds occupations or the
country’s labor market as a whole. However, we have strong evidence that culture is
very important for hiring, careers, wage setting, or non-economic advantages (Bills
et al. 2017; Rivera 2012; Hora 2020).

A variety of culturally induced processes of occupation-specific wages can be
demonstrated by referring to the issue of occupational gender wage inequality. The
research relying on gender theories of occupational selection and pay analyze the
gender-specific attitudes and perceptions of the worth of labor (Busch 2013). Cul-
tures define which occupations or occupational tasks are men’s and women’s work.
People typically perceive men’s work as being more skill intensive and of higher
economic worth than women’s work (Cohen and Huffman 2003; Charles and Grusky
2004; Hausmann et al. 2015). In light of this, wage offers are not only a result of
productivity but also a product of the worth construction that is deeply rooted in
the cultural perceptions of occupations, tasks, and gender. For example, Kricheli-
Katz (2019) varies the information about the feminization of an occupation in a re-
cruitment experiment and shows that recruiters believing to be in a female-domi-
nated occupation devaluate the competencies of female candidates. This experiment
complements other research findings correlating (changing) female shares within
an occupation with lower wages, which is in line with predictions on devaluating
women’s work (Leuze and Strauß 2016; England et al. 2007).

However, the relationship between gender, occupations, and wages is much more
complex than devaluation. Adolescents have perceptions about occupation-specific
stress or competition. Students with a careerist approach to higher education and
the labor market are more prone to selecting majors with higher returns (Ochsen-
feld 2014). The distributions of careerist attitudes, competition preferences, or the
importance of money are gendered themselves, reflecting deeply embedded cultural
socialization processes. They result in both occupational sex segregation and wage
inequality between genders across occupations (Sinclair et al. 2019; Morgan et al.
2013).

Occupations can also form norms about typical working hours. In some occu-
pations, it is acceptable to work part-time, while other occupations demand large
amounts of overwork (Buchmann et al. 2010; Cha 2013). In combination with a cul-
ture attributing family-care work to women, family-friendly part-time occupations
are attractive to women, but overwork-prone occupations are not. However, over-
work pays off, because firms attribute higher levels of productivity and commitment
to workers who work overtime (Weeden et al. 2016). The result is a reinforcement
of gender–wage inequality (Cha and Weeden 2014). Goldin and Katz (2016) show
that changing norms regarding overwork within pharmacies in the USA resulted in
egalitarian gender shares and declining gender–wage inequality.

Social networks play a role in these processes too (England and Folbre 2005).
Networks tend to develop on the basis of similar personal characteristics (social ho-
mophily). Gender-segregated networks strengthen existing views, roles and norms
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through processes of socialization. On the other hand, access to (well-paid) occupa-
tional positions takes place informally via networks.

Furthermore, occupations can form specific cultures influencing inequality. Tra-
ditional gender-dominated occupations can create gender-specific cultures, giving
rise to discrimination. Automobile engineering, construction, or crafts show very
masculine cultures in many societies, which lead to higher probabilities of conflict
with other genders that may be viewed as “not employable” or “not fitting” into the
occupation (Collinson 1988; Huppatz 2012). The crowding assumption holds that
women are being discriminated against with regard to entering typical male occu-
pations. This results in an oversupply of typical female occupations, which lowers
the wages in these occupations.

The mechanisms discussed here also work with other categories apart from gen-
der—any cultural shared stereotype related to occupations fit into these. We selected
gender as a prominent example here, but stress that gender is, of course, only one
out of many possible social categories.

4 Conclusion and Outlook

Within this article, we discussed four different perspectives on occupations: their
skill set, their associated task set, their institutional characteristics, and their relation
to culture. We believe that it is very useful to reflect on the perspective used within
our own research to clarify the concept of occupation and to set a starting point for
theoretical arguments. Possible misunderstandings between researchers may stem
from the parallel use of different perspectives.

We do not claim the four perspectives to be the only ones. There may be others,
e.g., from other theories, such as structural functionalism, other disciplines, such as
theology, or from a practitioner’s perspective outside of academia. Our aim was to
reflect the most frequently used perspectives in the social sciences, and we claim that
these four are the most important. Further research may add to our list of perspectives
to build up our cumulative knowledge of occupations and their relationships with
inequality.

Given one perspective, we showed a typical reasoning about mechanisms linking
occupations and inequality. We argued that occupations are not able to act them-
selves—even if some shortcut formulations in prominent articles suggest otherwise.
Any theory about the relationship between occupations and dimensions of inequality
must lay down how occupations or their characteristics influence the opportunities
or mental states of people to open the black box.

We showed the fruitfulness of each perspective by applying mechanisms stem-
ming from each one on wage inequality. The mechanisms linking occupational skills
to wage inequality build on employee or candidate characteristics, their supply, and
their prices. Each one can be influenced by occupations, as we showed above. The
link between occupations, tasks, and wages is based on job characteristics. If firms or
organizations change these job characteristics, occupations and occupational wages
are affected accordingly. We further discussed the mechanisms linking the institu-
tional characteristics of occupations to wage inequality. The reasoning about these
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mechanisms starts with the identification of institutionalized occupational character-
istics and must then show how they affect the selection of the occupational training,
recruitment, prices, and wages. That is not always the case in the literature and
leaves much room for further research. The mechanisms linking occupations, cul-
ture, and wage inequality start with the place of occupations within a culture or
the characteristics of the occupation-specific culture and then show how they alter
beliefs, attitudes, or opportunities.

The research on occupations and inequality is complex, because occupations are
part of almost any part of societal life. Our aim with this article was to both show
this complexity and discuss how to handle it. It is our hope that further research can
build upon the argumentation we proposed here. We have a good understanding of
the relationships between occupations and inequality—but we can still dig deeper.
Careful theory building along the discussed perspectives can be a very fruitful step
toward this future.
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