





































































































































































































































































































































































































Is it worth working ?

discouraged. And they may remain discouraged even when better
times arrive.

Thus the issue becomes one of labour demand (its quality and its
quantity), as well as labour supply. Through processes such as
discouragement demand can affect supply.! In turn, supply can affect
demand. Perhaps too much attention has been paid to the ways in
which ‘suppliers’ can ‘ration’ their wage labour (for instance, by
~ setting occupational or pay conditions on what they consider
acceptable). Not enough attention has been focused on employers’
labour demands. Where there has been concern and interest in what
employers want — for example, debates on the skills content of newly
generated jobs — its inter-connection with what potential workers are
prepared to give, and what they want, is rarely considered. In
consequence, debates such as the one on who benefits from ‘flexible
working’ are polarised, some arguing that the growth of non-standard
contracts is employer-driven, others that it is a response by employers
to people’s reorganisation of their working lives. In truth, the reality
is likely to be more complicated. The danger in asking a question like
‘how much labour will people choose to supply for a wage?’ is that
the institutional context, including what generates jobs in the first
place, will be lost.

The complex interactions between labour supply and demand are
amply illustrated by Dennis Snower’s chapter. He also emphasises the
roles played by product markets and macroeconomic fluctuations in
determining employment outcomes. Against this background, it seems
unlikely that simple links can be made between causes and effects
when analysing the employment outcomes of policy decisions. But
what seems equally apparent is that, in recent years, governments have
stuck to a narrow range of policy instruments without really knowing
why, and without due regard to the employment consequences.

In policy terms, it is currently deemed more acceptable to
influence the attitudes and behaviour of job seekers than it is to
intervene in the practices of employers. (When governments have
intervened in employers’ affairs, it has been to increase their scope for
action through ‘deregulation’ to reduce direct and indirect labour
costs.) Policy has been fashioned to enhance the financial incentives
for individuals to take employment through changes to the tax and
benefit systems. The non-financial aspects of employment decisions
are overlooked.
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The effectiveness of such measures is uncertain, since little is done
to test the actual consequences in terms of job take-up and employer
responses. Frequently, because established economic theory
underpins policy formation, it is assumed that appropriate outcomes
will ensue. The problem is that, although offering a great deal,
economics, with its focus on financial motivations and consequences,
is unable to explain everything. Other disciplines, such as psychology
and social anthropology, can often tell us more about how individuals
(either as workers or employers) are liable to respond to change in the
real world.

This book has indicated that, for some groups, financial incentives
are irrelevant to employment decisions. Among them are workers who
are highly committed to their jobs who would work ‘for nothing’. They
also include non-workers who attach higher priority to other activities
— perhaps caring for an elderly relative or a child; they would not be
persuaded to take employment, no matter how much money they were
offered. Somewhere in between is a group whose labour market
participation will depend, at least in part, on financial considerations
— as well as non-financial factors. The weight attached to each will
vary considerably, but little research has been done to establish their
precise importance.

The challenge for government is to design alternative policy levers
which will address the non-financial factors which individuals take
into account when deciding about taking paid work, and how much to
take. Governments will also need to consider the most appropriate
means of targeting incentives policies on those who do respond to
them. Richard Blundell shows how difficult that targeting can be, and
suggests that the tax cuts of the 1980s for the better-off were the wrong
policy for the wrong group. It is those at the other end of the labour
market who respond best to improved financial returns. Supply-side
initiatives such as family credit and the introduction of the reduced-
rate tax band have yet to be fully evaluated. But, through continued
tax and benefit reforms and judicious interventions on the demand
side, governments may be able to improve the attractiveness of
employment at the lower end of the labour market, thus raising
effective labour supply while, at the same time, shifting employers on
to a competitive footing based upon higher pay and productivity.
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Note

1. Some economists claim that one of the major causes of rising unemployment
in the 1980s was a fall in the effective labour supply, so that, for a given level
of vacancies, there were a greater number of unemployed people.
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