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Abstract:
This study explores the determinants of earnings of salespersons in financial services using
nationwide data from the 1990 U.S. Census. The study reveals that security and insurance
salespersons earn substantially more than do persons in real estate sales. The returns to K
through 12 schooling are highest in the insurance and securities areas, while the returns to
college are highest in security sales. For males, the returns to graduate education are negative in
real estate and insurance. For females in these same areas, returns are large and positive in
insurance and negative in real estate. In all areas of financial services, earnings are higher in
larger, more wealthy, homogenous cities.
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1. Introduction
Some 6.8 million persons were employed in the financial services industry in 1995, and this
number has increased about 2% a year since 1980. U.S. Bureau of Census estimates reveal that
about 22% of persons employed in financial services work directly in sales. The largest numbers
of salespersons are employed in real estate, insurance, and security sales.
Several papers (table 1) have examined the earnings of real estate salespersons, using the human
capital approach (Follain, Lutes, and Meier, 1987; Crellin, Frew, and Jud, 1988; Glower and
Hendershott, 1988; and Sirmans and Swicegood, 1996). Among these studies, only Crellin,
Frew, and Jud (CFJ) used a nationwide database, which was developed from a survey conducted
by the National Association of Realtors; the other studies were based on samples from single
states. Most of the studies find that earnings in real estate sales increase with schooling,
experience, and full-time work. Sirmans and Swicegood (S&S), however, conclude that
schooling is an insignificant determinant of earnings for real estate agents in Florida. Glower and
Hendershott (G&H) report that the earnings/experience profile is convex and reaches a
maximum at from fifteen to twenty years of experience. The studies by CFJ, G&H, and S&S find
that females earn less than males, holding all other factors constant.

This article examines the earnings of salespersons in the major areas of financial services (real
estate, insurance, and securities). This is the only study we have found that has examined the
determinants of earnings in financial services using a nationwide random sample. It estimates
human-capital earnings functions for salespersons engaged in each of the three sectors and
identifies differences in the returns to schooling, experience, and other factors for males and
females. The earnings models are estimated using detailed occupational tabulations of earnings
derived from the 1990 U.S. Census.1 Section 2 of the article presents descriptive information on
the number and average earnings of salespersons in the financial services industry. Section 3
outlines the human capital earnings model and the empirical data. Section 4 discusses the
estimated earnings models and the factors that affect earnings. The final section provides a
summary of findings and explores possible implications of the study.
2. Earnings of Salespersons in Financial Services
Table 2 provides some information on the number of sales personnel in financial services and
their average incomes. The largest number of persons are employed in real estate sales. The
number of full- and part-time sales workers in real estate totals 770,303, while 655,393 persons
work in insurance sales, and 291,179 in security sales.
Real estate has the largest number of female salespersons, both in absolute number and in
percentage terms. Some 385,715 female salespersons work in real estate. This is considerably
more than the 229,974 females working in insurance and the 80,929 females working in security
sales. Females represent 50.1% of all employees in real estate sales as compared to 35.1% in
insurance and 27.8% in security sales.
Females working in real estate sales account for a larger fraction of both full- and part- time
workers than in the other two fields. Females represent 43.4% of full-time workers in real estate,
33.3% in insurance, and 26.7% in security sales. They comprise an even larger

percentage of part-time labor. In particular, females constitute 60.6% of part-time sales personnel
in real estate, 40.7% in insurance, and 31.4% in security sales.
Full-time real estate salespersons have the lowest average incomes. Real estate sales personnel
working full time average $41,849, while full-time persons in insurance sales earn $43,549.
Security salespersons on average earn the most at $67,313. Female workers, however, earn more
in real estate ($32,158) than in insurance ($25,979) but not as much as female security sales
workers ($37,695).
In all three sectors, part-time workers earn substantially less than those working full time. In the
real estate field, part-time workers average only 52% of full-time worker earnings; in insurance
and securities fields they earn 60% and 61% of full-time earnings, respectively.
Census surveys reveal that substantial inequality exists in the distribution of earnings among
salespersons in financial services. Figure 1 shows the percentage of income received by the
highest 20% and highest 5% of salespersons in each sector. In real estate, the highest 20% of
workers earn 32.6% of all income, while they earn 32.4% of all income in insurance and 33.3%
in security sales. The highest 5% of salespersons receive 10.5% of income in real estate, 8.5% in
insurance, and 9.5% in security sales.
3. Determinants of Earnings
To explain the distribution of earnings, we draw on the human capital earnings model developed
by Mincer and Polachek (1974). The general form of our model is as follows:

where LnY is the natural log of annual earnings, Ins is a dummy variable equal 1 (0 otherwise) if
employed in insurance, Sec is a dummy variable equal 1 (0 otherwise) if employed in security
sales, F/T is a dummy variable equal 1 (0 otherwise) if employed full time, Female is a dummy
variable equal 1 (0 otherwise) if female, Sch is the number of years of schooling, Exp is the
number of years of general labor market experience, and Region is a vector of dummy variables
representing the MSA of employment.
The estimated coefficient on the schooling variable traditionally is used to provide an

estimate of the (assumed constant) rate of return to investment in additional formal schooling.
However, in order to allow the rate of return to vary over different levels of schooling we employ
a spline function (Greene, 1993, pp. 235-238). The spline function has the form

where d1 is 1 if Sch > 12 years (0 otherwise), and d2 is 1 if Sch > 16 years (0 otherwise).
The spline function allows the rates of return to schooling beyond high school and college to
differ from the rate for elementary and secondary schooling. In the empirical section, we test the
hypothesis that the slope of the schooling function is constant with a joint test of d1 = 0 and d2 =
0.
Following the traditional human-capital approach, we measure general labor market experience
as Exp = Age — Sch — 5. To allow concavity in the earnings per experience profile, we
introduce both Exp and Exp2 into the earnings equation. The coefficient on Exp is expected to be
positive, and the coefficient on Exp2 is expected to be negative.
Data to estimate equation (1) are obtained from the U.S. Bureau of the Census (1994). These
data reflect the earnings of workers in 1989.
4. Estimation Results
Estimation of the model over the full sample (including real estate, insurance, and security sales)
with 24,223 observations reveals substantial differences in the determinants of earnings among
the three sectors (table 3, column 1). The dummy variable coefficients for the insurance (Ins) and

security sales (Sec) variables shown in the first column of table 3 are large and statistically
significant at the 0.01 level or above. The coefficients indicate that the earnings of insurance and
security salespersons exceed the earnings of salespersons in real estate by 23.5% and 27.9%,
respectively.2 Because of these large differences, separate earnings models are estimated for
each of the three areas of financial services.
Table 3 shows the estimated earnings models for the three sectors. The equations are estimated
using the White procedure for heteroskedasticity-consistent standard errors.3 The adjusted Rsquares for the three sectors are 0.38, 0.42, 0.42. Most of the estimated coefficients are
statistically significant at the 0.01 level and have the expected signs.
Our study seeks to determine whether the earnings of females are different from males in the
three financial services fields and, if so, to measure such differences. Because we are interested
in examining gender differences, gender interaction terms are included for each variable in the
model. The interaction terms provide a test of whether the marginal effects of particular variables
are different for males and females.
Table 4 presents the marginal effects of the major determinants of earnings. Only those
coefficients in table 3 that are statistically significant at the 0.10 level or above using a twotailed test are reported in table 4.4
4.1. Gender-Related Differences
Studies of gender differences in earnings in industries other than financial services support the
existence of gender-based differences in earnings. For example, a recent study of all workers
(Rupert, Schweitzer, Severance-Lossin, et al., 1996) based on 1993 earnings reported that
females earn 25.2% less than males, holding constant other factors. Nollen and Gaertner (1991)
found that female office employees earn 11.4% less. Verdugo and Schneider (1994) reported that
female teachers earn 5% less than male teachers. And Schaefer and Zimmer (1995) concluded
that female accountants make from 4 to 41% less depending on the specific industry in which
they are employed.
A consistent theme in human capital explanations of gender-based earnings differences is that
females do the bulk of child rearing and so have more career interruptions. As a result, females
have less incentive to invest in human capital by acquiring schooling and experience (Mincer and
Polachek, 1974; and Becker, 1985). Dropping out of the labor force can further result in a
depreciation of job skills and lower the rate of return on a given number of years of work
experience. Less continuous labor force experience also serves to depress earnings on reentry to
the labor force. The extent of earnings depression depends on the rate of skill atrophy and on the
talents of an individual.
Some economists further claim that because employers have imperfect information

about specific employees, they use gender as a variable to predict the degree of future
commitment to work. As a result they are hesitant to hire or promote females to jobs that require
long periods of training and the acquisition of firm-specific human capital (Lazear and Rosen,
1990).
Summary data in table 2, unadjusted for experience and schooling, reveal that females earn
substantially less than their full-time male counterparts in all areas of financial services. In the
real estate field, the gender disparity in earnings remains large even after adjustment for
differences in experience, schooling, and full-time work (table 3). Females working in real estate
sales are estimated to earn on average 47.5% less than male salespersons (table 4), after all
adjustments.
Our estimate of gender-based differences in real estate sales is larger than that reported in other
studies. For example, S&S using data from Florida estimated that females earn 32.4% less than
males, CFJ reported that females make some 26.3% less, and G&H found that females earn just
7.9% less.
In contrast to the situation in the real estate field, the female dummy variable is not statistically
significant in the earnings equations for the securities and insurance sectors (table 3). The source
of the disparity between females in real estate sales and females in the insurance and security
sectors is open to conjecture, but we suspect it reflects the substantial differences in the ease of
entry into the three professions. The professional barriers to entry in the real estate field are low,
and, thus, many women are able to enter the field with relatively little formal or professional
training. In the insurance and security fields, the barriers to entry are higher and the on-the-job
training periods are longer, which may combine to discourage less motivated individuals from
attempting to enter these fields.
4.2. Full- and Part-Time Work
Table 4 shows that full-time salespersons earn substantially more than those who work only part
time. The coefficients on the full-time dummy variables indicate that fulltime male salespersons
in security sales make some 101.5% more than part-time male workers, while full-time males in
insurance sales earn some 87.3% more. Full-time males in real estate sales earn some 108.6%
more than male real estate salespersons who work part-time.

4.3. Returns to Schooling
Table 4 shows how the marginal returns per year of school vary with the level of schooling. The
marginal effects of schooling shown in table 4 reflect the cumulative effects of the coefficients
reported in table 3. In the real estate sector, for example, the return per year of elementary and
secondary schooling for males is estimated at 5.77%. The total return per year of college rises to
11.22% per year. But schooling beyond four years of college is
estimated to yield — 5.67% per year.
Comparing returns across sectors suggests that schooling returns are lower in real estate than in
the securities industry. This difference is especially apparent for graduate education, which has a
negative return in real estate but is positive in the securities sector. The insurance sector appears
to offer the highest return to primary and secondary schooling but no significant additional return
for college.
Gender-based differences in schooling returns are substantial. In real estate, women earn
significantly less per year of college and beyond than do men. This is not true, however, for
females in the security and insurance fields. In these two sectors, there is no difference in the
returns to college among males and females, and females earn substantially more than males per
year of graduate education. Given this pattern of returns, it may be anticipated that more highly
educated and motivated women are drawn to the insurance and security fields and away from
real estate.
4.4. Returns to Experience
The estimated coefficients on the experience variables (Exp and Exp2) indicate, as expected, that
earnings increase with experience but at a decreasing rate. The returns to experience for both
women and men are lowest in real estate and highest in securities and insurance. Earnings in all
three sectors rise more slowly for women than men per year of experience. In security sales, for
example, earnings increase 8.15% per year for men but only 5.84% per year for women.
The related-gender differences in the returns to experience may arise because of skill atrophy. If
the rate at which skills atrophy is substantial, then women who tend to enter and exit a field more
often then men may be penalized with lower returns to experience.
Taking the partial derivative of earnings with respect to experience and setting it equal to zero
allows us to calculate the maximum point on earnings-experience profile. Table 5 shows the
peak earning years for males and females:

Earnings peak earlier for males in real estate than in securities or insurance. However, for
females in real estate, earnings peak later than for both males and females in securities and
insurance.

4.5. Regional Differences
To estimate equation (1), an array of 98 MSA regional dummy variables (Region) were included
to hold constant earnings differences among major areas of the country. Standard F-tests reveal
that the metro-effects array (Region) is statistically significant in each of the three sectoral
earnings equations reported in table 3. The calculated F-ratios for real estate, securities, and
insurance are 10.06, 6.70, and 5.08, respectively.
The estimated regional earnings coefficients show the effects of location on earnings, holding
constant schooling, experience, gender, and part-time work. Table 6 shows the ten highest- and
lowest-paying regions for each of the three sectors. In the real estate field, for example, earnings
tend to be highest in the large metro areas on the east and west coasts. Earnings are lowest in
southern and midwestern areas.
To explain the magnitude of the estimated regional earnings coefficients, we related the size of
the estimated coefficients to a series of demographic variables and the standard error of the
regional earning coefficient. The standard error is a measure of the intraregional diversity in
earnings levels. The following regression equations were estimated for the three sectors (t-values
in parentheses) using the seemingly unrelated regression technique.5

where Inc is personal income per capita (1992 dollars, in $1,000s); HH is number of households
(1990, in 1,000,000s); PCHH is percent change in households, 1985-90; and SERR is standard
error of the regional coefficients.
Earnings of salespersons in financial services are higher in larger, more wealthy metropolitan
areas. In the real estate field, earnings also are higher in areas where the number of households is
growing rapidly.
The standard error variable (SERB) is a measure of the intraregional variability of earnings
levels. High intraregional variability may arise when metropolitan areas are highly segmented by
race and socioeconomic class. Earnings levels appear to be higher in areas where there is less
diversity in earnings levels. This variable is statistically significant at the 0.01 level or above in
the securities and insurance equations, using a two- tailed test.
5. Summary and Evaluation
This study explores the determinants of earnings of salespersons in financial services using
nationwide data from the 1990 U.S. Census. The study reveals that security and insurance
salespersons earn substantially more than do persons in real estate sales. As suggested by the
human capital theory of earnings, the study confirms that years of formal schooling, general
labor market experience, and hours worked are strong determinants of earnings in the three fields
examined. The returns to schooling vary across fields and by level of schooling. The returns to K
through 12 schooling are highest in the insurance and securities areas, while the returns to
college are highest in security sales. For males, the additional returns to graduate education are
negative in real estate and insurance. For females, in these same areas, they are large and positive
in insurance and negative in real estate.
Earnings levels are found to vary substantially across metropolitan areas. In all areas of financial
services, earnings are higher in larger, more wealthy, homogenous cities. In the real estate area,
earnings levels are directly related to the rate of growth in the number of households. Earnings
levels in the insurance and securities areas appear negatively related to the intraregional diversity
in earnings levels.
The most problematic finding of this study is the large gender differential in the real estate field,
where holding constant other factors, females earn some 47% less than males. The returns to
schooling for females also are lower in real estate than in the other two areas. The reasons for the
existence of such large differences between male and female sales workers in real estate is a
topic that merits substantial additional research.
Notes
1. U.S. Bureau of the Census (1994).
2. The estimated coefficients on the dummy variables (Di's) for all four regressions can be
transformed by the equation Exp(Di) - 1, to estimate the percentage change in earnings
associated with a change in the dummy variable.
3. The estimated coefficient vector for the regional MSA variables is not shown in table 3 in
order to conserve space. Regional earnings effects are discussed in a subsequent section.

4. The effects of the dummy variables were calculated by applying the transformation
shown above.
5. The use of SUR improves the efficiency of the regression models if the equations are
related. The greater the correlation of the disturbances, the greater the efficiency gained
using this generalized least squares technique (Greene, 1993). In this instance, it is
possible that low earnings in one field may prompt salespersons to migrate to another
financial services sector. When compared to OLS, we find some gain in efficiency,
particularly for the securities sector.
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