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» Statisticians often refer to changes in:
 Average productivity
* Labor force participation rate
* Average earnings
* Sickness absence rate
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Drivers of change

 Change in average earnings from one year to another depends
on two factors:
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Drivers of change

 Change in average earnings from one year to another depends
on two factors:

 The change in earnings for individuals present in the population both
years

* Price effect

* The earnings of individuals who are only present in the population one of
the years

« Compositional effect
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Identifying the drivers of change

 Our method allows us to decompose the change in average
earnings into these two effects:
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Identifying the drivers of change

 Our method allows us to decompose the change in average
earnings into these two effects:

Change in average earnings = price effect + compositional effect
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Populations change

Population in 2020 Population in 2021
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Some retire, some enter




Calculating the price effect

« Change in average earnings = price effect + compositional effect

Population in 2020 Counterfactual
populationin 2021
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Calculating the compositional effect

« Change in average earnings = price effect + compositional effect

Exiting from population Entering population in
in 2020 2021
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Why care about compositional effects?

* Important for statisticians when communicating the driving
factors behind changes in the labor market:
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Why care about compositional effects?

* Important for statisticians when communicating the driving
factors behind changes in the labor market:

 Short-run shocks to the economy
» Long-run trends in the economy
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Application: Change in monthly earnings

» We ook at changes in average monthly basic earnings per full-
time equivalent from 2020Q4 to 2021Q4
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Application: Change in monthly earnings

» We ook at changes in average monthly basic earnings per full-
time equivalent from 2020Q4 to 2021Q4

* Allow for compositional effects across 16 industries
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Results: Change in monthly earnings

* Change in earnings = NOK 2 041 (= EUR 200)
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Results: Change in monthly earnings

* Change in earnings = NOK 2 041 (= EUR 200)
* Price effect = NOK 2 074
» Compositional effect = NOK -33
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Results: Change in monthly earnings

Agriculture, forestry and fishing

Mining and quarrying

Manufacturing

Electricity, water supply, sewerage, waste management
Construction

Wholesale and retail trade; repair of motor vehicles and motorcycles
Transportation and storage

Accommodation and food service activities

Information and communication

Financial and insurance activities

Real estate, professional, scientific and technical activities
Administrative and support service activities

Public administration and defence; compulsory social security
Education

Human health and social work activities

Other service activities

-200
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Summary

 Changes in average headline numbers can be decomposed into
two distinct effects:
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Summary

 Changes in average headline numbers can be decomposed into
two distinct effects:

* Price effect
 Compositional effect

* Useful for understanding and communicating official statistics
* Several internal and external users
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