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SUMMARY

This  s tudy  invesElga tes  how our  unders tanClng  o f  unerop loynent  and

Ëhe uÈl t i sa t ion  o f  labour  resources  can be  re f lned by  Ehe app l lcac ion

of  a  sys tem o f  labour  marke t  accounts  and a  new neasurê  o f  labour

s1ack .

Labour  markeE accounts  and the  labour  s lack  es t t r t raÈe are  lnnova-

t ions  scressed Ln  Eh is  book .  The fo r rner  io tend Ëo organ ize  ta i rour

markeÈ daEa l -n to  a  coherent .  and cons is ten t  sysEen o f  accor rn ts .  In

these accounÈs the  EoEal  ava i lab le  labour  resources  expressed bouh in

persons  and ln  hours  a re  b roken down in  var ious  types  o f  àc t l v l t ies .

The labour  s lack  es t lnaEe is  an  ind icacor  o f  t i re  degree o f  non-u t i l i -

saELon o f  labour  rêsources  tha t  n i t . iga tes  Ehe shor tcon lngs  o f  Ehe

t rad i t iona l  unemploymenL ra te .  I t  Eakes  inuo accounE non-u t l l i sed

labour t ine due to rrnenploynenE, due to changes of the number of hours

accually worked and due to changes in labour force part. iclpatlon. The

labour  narke t  account ing  f ramewor lc  i s  d iscussed ln  chaprer  I I I ;  the

consÈrucÈlon  o f  the  labour  s lack  es t lnaEe is  exp la ined in  the  seconr l

par t  o f  chapEer  V .  The sEate  o f  Èhe arL  in  unemploynent  theory  l s

sumrnarí.zed in Ehe f lrst chapter, whlle Ehe second chapter and appendix

C rev iew the  shorEcorn ings  o f  the  t rad i t lona l  concepts  (uneop loynenÈ,

enp loynent ,  labour  fo rce)  and o f  adJus ted  Íneasures  c r i t l ca l l y .  Chap-

t .e rs  four  to  s ix  and append lces  E Eo I l  i l l us t . ra te  how the  {n fo rna t lon

provided by the labour narkeE account.s and che labour slack estlmaEe

roay  enr lch  labour  narke t  ana lys is .

The f l rs t  c i rap ter  i s  devoÈed to  Ehe d iscuss ton  o f  recent  deve lop-

rnenEs in the Eheory of unenploynent. Recently acknowledged cheoreElcal

inslghÈs stemning froo developnents Í{ i thln Ehe Pigouvian and Ehe

Keynes lan  Erad l t lon  are  d lscussed.

Fol lowlng Pigouts Erack, the searcl 'r  Eheory basical ly r lescribes t ire

larger part of unenployrnent as the by-proclucc of adJustment processe6

within the econooy. Slnce, however, unenployoent roae sharply and 1t.e

average duratlon becarne longer, explanaLlons for these phenomena are

advanced,  emphas lz tng  Èhe s t ruc t r r ra t  charac ter  o f  cur renÈ unemployment

lr iEhout abanrlonlng t ire appeallng franework of the search theory.
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Unenployrnent theory wit.hin t .o the Pigouvian tradiEion Eries to explaín

increases ln the ttnatural rate of unemploynent" (or the non-acceler-

at lng-inf lat ion-raEe of unemployment - NAIRU) and develop of what. now

nay be  ca l led  "Equ l l ib r lum Unemploynent  Theory"  (P issar ides  t988) .

Th is  bund le  o f  t .heor ies  l s  in tended uo  exp la in  wage r ig id l ty  by  ln t ro -

duc ing  tns t l tu t lona l ,  soc ia l  and behav ioura l  changes in  the  labour

marke t  ( tak ing  Ln to  account  mln imum wages,  soc ia l  secur lEy  benef l t s ,

labour  un ions ,  lnp1 lc i t  conr - rac ts ,  soc la l  cus tom,  e f f i c iency  wages)

adverse  se lecc ion  and Job rna tch lng  de f ic ienc ies) .

Unernploynent theory wlthln the Keynesian tradit ion on the other

hand,  ana lyses  the  su f f i c ien t .  and/or  necessary  cond iE ions  fo r  a  non-

cleared labour market wit.hln a ÍnacroecononLc f rarnework. The 'rnon-I.{al-

rasían equil lbr lun mode1" (or disequil ibr luro t.heory of unernploynent)

shows Èhat  the  econony Eends to  a  s tab le  and pers ls ten t  s l tua t . ion  tha t

is  un l l ke ly  to  be  characLer ised  by  l {a l ras ian  cond iE ions ;  thaE ls  a

sltuation where a1l markets are cleared sirnrr l t .aneously through price

f lex tb i l t t y .  The c ruc la l  e lement .  ln  the  "non-Wal ras lan  equ l l lb r lun

analysis" ls the assurnptlon that prices and wages are r lgld on the

short Eerrn, whlle quantl t . les can be adjusted more easl ly and frequent-

l y .  The ana lys ls  resu l ts  ln  th ree  na in  conc lus ions .  F l rsE,  there  ls  a

aecond type of macroecononic unenployment beyond the coromonly accepEed

Keyneslan unenploynent, cal led classi.cal unemploymenL. Second, Keynes-

lan unemploynent is l tkely to occur more oft.en. Thlrd, the nature of

unenploynent ls noÈ easy to determine and Eherefore theraples to com-

bat unemploynent are surro,rnded by nany uncerEaint ies.

The second maln  sec t lon  o f  the  f i rsE chapter  e labora tes  Èhe a t -

tenpÈs to det.emlne the nature of unenployment and to subdivide aggte-

gate unemploynent according to Eype and ortgin ín order to diagnose

Èhe causes  o f  unemploynent  as  a  bas is  fo r  remed ia l  acc lon .  I t  l s

argued Ehat iE is exËrernely dif f tculc to dist lngulsh unemploynent. due

to  one cause f ron  unemploynent  due to  o ther  causes  wíEhout  a  genera l

nodel. The preclse denarcaEion beEween t.he types of unemploynent and

the relat lve inportance of the Eypes ls highly dependent on the theo-

re t l ca l  asBumpEions  and t .he  opera t iona l  r iec is lons  nade w iEh in  o r  on

beha l f  o f  the  mode ls .  The f l rs t  secEí .on  o f  chapter  I  ind icaÈed tha t

t.he analyses of both t.heoretlcal schools have many unresolved prob-
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leos. Malnly for this reason an undisputed analysis of che nature of

unenploymenL ls therefore noL. withln our meansr i f  ever. I loweverr some

theoretlcal convergence nay be seen. Both the equtl lbr iun unemploymenc

theory and the non-WalrasLan equil ibr iun theory (dtsequll íbr ium theo-

ry) sten from Walrasian general eqirt l lbr lun analysls. Therefore they

have gone feaEures in cornnon (the assunption on price r igidity belng

the  mst  inpor tan t ) ,  IE  i s ,  however ,  no t  c lear  a t  th ls  monent  how

these approacires may be ful1y integrated. Especial ly the comblnatlon

of macroeconomlc dernand effects with Èhe assumptí-ons of perfect ly

coherent indivldual behavlour seems to be nost dlf f icult .  As to Èhe

reet of thls book, however, the neasureÍnent of t .he volune of unemploy-

rnent  ( labour  s lack)  i s  emphas ized.Our  concern  ls  na ln ly  conf lned to

the Èask of ameliorat lng measuremenE.

Chapter t l ro dlscusses Ehe advantages and dÍsadvantages of Èhe

unemployment raÈe and relaterl  neasures of labour capacity ut l l lsat lon.

The analysis leads to the fol lowing conclusione:

- reglstrat. lon data, used to calculate off lclal unernployment rates ln

some couotr les do not guaranÈee a rel lable estinaÈe of the number of

unemployed;

- the tradlt ÍonaL unernploymenË raÈe shows a cycl lcal bias due to the

ti iscouraged (added) worker effect and to labour hoardÍng and dls-

hoard lng ;

- dlf ferences 1n the lmpact of leglslat ion and government pol icy upon

Ehe labour force lntroduce problens of interEemporal and internatio-

nal conparabi l i ty;

- due to signif icant changes ln Lhe

the unenploynent. rate, expressed

labour slack.

number or hours actual ly worked,

in  persons ,  underes t lmaÈes rea l

In the renaí-nLng chapters a system of labour oarket accounts 1s

developed and appliel to Èhe post- l{orld-War-I l  developnenËe ln elght

countr ies. The third chapter formulates four requirements Lhat a

systen of labour narket accounts should meet:

- the enpLoyoent recrulEÍnent base shorrl , l  be better defined than 1n the

t rad lc lona l  labour  fo rce  account ;

- the data should be counted ln both persons and hours;
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- the f lgures should be glven wlrh enough detal l  to discern cornposl-

t iona l  sh t f te i

- Èhe data should be organí.zed in a way that al lows monltoring the

Ímpact of soclal and econonic pol icy.

These requlrementa arê frrrther ref lned and compared Eo the propert ies

of siol lar accounts in the l i terature. The baslc ouË1ine for the con-

struct lon of lhe labour narkeÈ accounEs is spel led out and the prac-

t tca l  d t f f i cu l t ies  o f  f11 l1ng the  accounEs fo r  the  e lgh t  count r ies .

The thlrd chapter concludes with a f irst g1oba1 application of the

accounts .

The nexE chapter (IV) describes and discusses lntertemporal and

ln te rna t iona l  d i f fe rences  ln  the  u t i l l sa t ion  o f  labour  resources  us ing

infornaÈ1on provlded by the empir icaLly f i l led labour narket accounts

for the eight countr les under study, The detal led survey starts by

close lnspecEion of populat lon grohrth and labour market. part. lclpatlon.

It  l l lustrates the type of lnformation Èhat is provlded by the labour

narket accounEs. Moreover, í . t  stresses the importance of lnternational

and lnt,ertenporal dif ferences 1n part lcipatLon rates and in the annual

average hours actual ly worked when the ut i l lsat lon and non-utl l isat lon

of labour resources are dlscussed. These observat, ions are part lcularly

meaningfrr l  discussing the construction of a labour slack estimate ln

the f i f th chapter.

ChapÈer V BÈarÈs with a rnore tradit lonal analysis of the non-utl l -

ised labour resources in terns of unenploynent, non-part iclpatlon (ac-

cordlng to reason) and absences fron the Job. The second part of the

chapter is devoted to the construction of a new labour slack est. inat,e.

The labour slack estioate ls í .ntended to provlde an accrrrate cycl ical

lndicator of non-utl l ised labour t , ine, t ,aklng unenploynent, non-partÍ-

cipation an<l the average annual worklng t ime into account and níÈlgat-

lng che shortconlngs of the tradit lonal unemploynen! raEe (see chapter

I I ) .  The labour  s lack  es t imate  is  app l ied  to  pos t -1973 da ta  fo r  four

count r ies  (Canada,  the  Nether lands ,  Sweden and the  U.S.A. ) .  I t  i s

argued that our labour slack rario (LST/ÀALT) is a meaningful neasure

that nay prove to be useful Ln internaLional comparative and l"nEertem-

p o r a l  s L u d i e s .



-392-

The f inal chaptêr nakes an atteÍrpt to use Èhe inFornaElon provÍdeC

by the labour narket accounts 1n order to est. lmate t ire funpact of

po l i cy  measurea.  S lnce ,  however ,  po l l cy  p racLtces  d l f fe r  w lde ly  be-

tween countr les and a conplete survey of rhem (and their impacu) would

certa{nly require more than one chapter, the cl isc,rgslon l-s conflned to

the lnpact of worklng t ine reductlon pol lciee. Since a reduction of

worklng t lne definitely aLters the urít isat lon and non-utl116atlon of

labour reaourcêa, while leaving t,he tradlt ional lndlcacors (unernploy-

ment, enployment) unchanged, l t  can be used as an l l lustrat lon of che

slgnif icance of the Ínforrnation provlded by the labour narket. ac-

counts. Precedlog this dlscusslon on a Eaxononlc framework classlfylng

labour rnarket pol lcy instruments is glven. I t  focueses on the eftecte

of the pol icy neasures and dist ingulshes between pol lcy actlons that:

- adjust the price of labour;

- adjust Èhe volume of labour supply;

- adjust the volurne of denand for labourl

- adJust labour mobll l ty by lnf luenclng the natch of demand and sup-

p l v .

As to the effectÊ of pol lcles to reduce worklng t lmer the labour mar-

ket accounte developed ln chapter I I I  broadens the scope of the anal-

ysls. They dlrect our aÈtentlon to pol icles, not lntended to reduce

worklng t ine buL having a sinl lar effect ( inst lEutlonal arrangemenEs

for belng absent froo the Job or regardlng early ret lrement anrl  post-

poned entrance Ëo the narket) on the one hand, and Eo more general

effects l ike changes ln Ehe Èime acÈually worked and the worklng Èine

throughouE the l i fe cyc1e.

T h e  r n o d e e t  e n p l o y n e n c  e f f e c È e  r e a l l s e d  r e c e n t l y  t h r o u g h  s u c h

measures Ln nany European counÈries glve weight Ëo the conclusion that

worklng t.lne reductlon is not a panacea for the unenploynent problem.
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