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Abstract: Since the mid- 19705, restnchive moaelry amd fiscal policy have led
1o persistenily high unemploymwent and rising underemployment in Australia,
Thits paper compares twe policy responses o ineoms: nsecunily resnling from
these irends, in the form of o universal Basic Income (1 and o state-providesd
Juby Cioaree (G The paper examines how the profdem of income insecurily
s constrocied in each model and the consistency of each approach with an
ellective and suatainable full cployment strategy. While the Bl model views
wnemnplayiment as the inevitable product of marken impecfections, the 3G model
soarrces Hs persistence in the Failure of macroeconomie pelicy (o maintain full
employnwent. We argue that a more efficacious fesponse is o wndecsiaml why
pesgrle wre being deprived of the oppodiunity o mdertake paid wirk. The JG
is 0 means o aler e comduet of macroeconomic policy so il i provides
employment oppartunities and secure inconwes For all,
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I Iodeodaction

I his 1987 Ely Lecture o the American BEconomics Association, Frinceton economist,
Alan Blinder, described the Gailuee o provide productive employmsent for all those
willing and able w work us one of the “npor weaknesses of market copitalism’. He
argued that the failure had been “shamefully debilitating” since the mid- 19708 and ha
the assoeiated costs make “reducing high unemployment o politicol, economic and momal
challenge of the bighest ovder” {Blinder, 1988 p, | 39},

Sadly. Blinder's 1987 chadlenge ty the econpmics profession in the USA remains
veniely relevant 1o Awstralio, Owr majos political paties have abandoned the goal of full
ennployment amd ave content e pursue the dirinished goal of ol employability. They ane
similady coment w impugn the unemployed, The domsnamt economee orthodirsy bus.
sinve the mid- L9705, supported policy makers and politicians who have deliberately and
poersistently constrained their cvommnics ander the pretest il the wole of policy is 1o
cnsure the economy  functions ot the  so-called  notral e of  mnemphoyoseni.
Priscretionary monetary and fiscal policy decisions hove prevented  the Austealian
vy from generating enongh jobs o meieh the prefercices of labour foce and
enough s of work weomeneh the preterences of e employed. The resull has been
persistently high unemployment amd vising levels of undererpioyment (Mitchell and
Cardson, 20 1. The comalbstive costs of the foregone output and wonemployment are hoge
sl dwarf the costs of alleged micnsecommmic of inefficiency (Michell aml Wates, 1997,
Wty and hlinchell, 20000, A the same time, highty desivable, aboor-inensive projects
o unduene o thie detciment of wll CMichell, 1998, Wiy, |993)

Afler 29 v
nempliyment

ars, e evidence of policy Gilore s overwhelming. The low poim
ute huis ratcheted upwards over successive economic cycles, and the
average duration of unemployment, which wis three weeks in 1900, was 48 weeks in
June 2004 (ABS, 20041 The problem of labeur undenitilisation is nwre severe than is
portrayed by the officiol wnemployment raie. Michell and Carlson (2000) developed the
Centre of Full Employment and Equity Labour BMurket Indicutors 1o caplure broamders
fomns of Bibour wastage. In May 2004 — when the official unemployment rilg wis
F0% 10 7% of willing labour resources were being wasted once account was taken of
e hours-aspiations of the underemployed and the hidden unemployed. Tolerating this
lewed of Labour wastige will cost the Australion economy an estimated 344 billion in 2004
i Dot postential vutpol (CofFEE, 20040

Sual el o i
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At the same time, employment geowth has been concentrated in }wi-time.nml i
work. Between 1992 and 2002, tfull-time employment increased by 14.4% against gr
in pari-time employment of 3367, Over the same period, the number of p-:n}mm:nl
incrensed by 14.7%, while the momber of casual jobs increased by ..14.:1‘.-{. s
employment, although accounting for only 22% of all jubs in 1992, comprised 374 «
increase in employment in ihe next len yeirs (ABS, 2005). -

A key outcome of these distarbing lahour macket irends has boen nsing 1
insecurity for individuals and lamilies. Iy a major study of inegquality and econ
change in Austealia, Burland er al. {2061 o200 cone luded:

vk s clear is Oiat e cconoriy has fibed to genene a0 adeguate supply of
jobs paying a living wage - this is particularly = i e apgearedly  sirong
pericsd of eeonumie growth in the 1990, whien all of the net increuss W jobs Tas
been ot earnings of less than 5600 per week at 20600 values. Su}'h an nulenime
cunnad support vishle communilics, aor i e socil [ahn-.'_!tl Laci. Thus
it is ok surprising that Australia enters the twenty first cenuiy in a mood of
deepening sovial crisis.”

I this paper, we CLinpiane and contrast two policy responses W rising ineone [TIE
i the form of proposals 1o intoduce & universal Busic Income (B0 und_: propos.
introduce & Job Guarantee (JG). Both approuches challenge the prescnplions +
dominant nee-liberal policy agenda.

The provision of an uncenditional BL set a2 ‘liveable” level and payable
citizens, is slvocated by o pumber of public policy theorists as 3 means of addre
incoime security (Van Parijs, 1997, Widerguist and Lewis, 1997 Clack and Kava
Vot Lerncr, 20000 An aliernative stiand ol - progressive llqrmgl.u fuaciise
unemployment, siming o address the principal cause af income msecurity by e
the role ol the stae as an “employer of last vesor™ (Michell, L8, Wiy, I‘J_'Jﬁf
Centre of Full Employment aml Equity hus developed a compler ||_1u-:l|;| ol 1!3
Guarantee in which the Federal Government would provide jobes paid at the
minimum award wage o all unemployed (Mitchell and Watts, ?U.Hl} as well
Community Pevelopment Job Guaranies in which jobs are provided for buth the
and long-term unemployed (Mikchell et al., 2000).

In assessing the place of exch prosposal ina full employment suategy, ”.1':. priap
he struciured as follows. Section 2 outlings the BL and 10 madels and the diffecent
they construct the income securily problem’ e be solved. Section 3 scls o
vequirements for an effective and sustainable full employment policy and assess
extent o which each model meeis these conditions, amed under what eincumst
Section 4 considers the nature of coercion under BE and the MG amd the [N.Is.bih.lh
dynamic fransitions 0 o broader aml ivore inclusive notion of work, Conclusio
presented in Section 5.

2 Construeting the problem

In any problem-solving task, it is crocial W consiruct the inil?.'ll |1m1.1|n:||, in a mean
way. The way in which the problem is steociered is an important influence
discourse condueted and the solutivns proposed (Bacely, 1999). How then du priops
of BI and the )G consteuct the problem of inceme insecurity? We will argu
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the BI construct is consistent with the neo-liberal economic paadigm, centred on
individualism and competitive markers, constrained by kel i|11;x:|'r'|:|_-riun.~.. By
cortrasl, the JG construction: cenires on system failwe in the form of ill-conceived
macroeconomic policy, which is imposed on valnerable individuals wio ane powerless 1o
Bimove their utcomes.

20 The basie income appeaach e incowe insectrity

b cvafiling a cuse for an unconditional basic income, the B liesmore gives e atention
fo the caeses of income insecuriy although they clearly relie it o the rise of mass
unemployment ddeniified in Section 1. Leading 181 thewist, Philippe Van Parijs,
approaches the problem by deswing on o liberal egalitarian conception ol justice. He
argies that individuals must be afforded ‘real freedom’; a state marked by bsathe the
absence of restraints on action and the presence of the means 1o realise one's projects
feited in Chimtis, 1997 3 08 0L This requives that scarce social tesounes, incluling secess
v ptidd emnployment, shinald be distributed so as o masimise the value of apporiunities
avvunilabibe oy the least well ol

Van Parigs (1993,p.5) concludes than capitalism can be justilied by redistribusting
wealih in the form of a Bl payable w0 all individuals inespective of their Bousehald
siliation, inconme desived from ber somves amd theiy velitiamship we the means ol
prremduction. Tewonld mot b restricied o the inmvoluniany unemployed but wonld be gaid w
peple who choase not i eagage in paid work ineliding bousewives, hoaselushands,
surfers and amps. Oue stiemion in i paper s oon what Cluk and  Kavanagh
(9RO, A0} deseribe as o Tl Busic isemme’ in which the B s sel ahove e puverly
I, veplaves all other formes of public assistance md is fnanced thrcugh an inerease in
L rates or i widening of the s base.,

Mhacrmconmsmic analysis within the B literatune is seemingly lunmited 1o considering
B the schieme would be fimanced. Dhespite this, iis advacates angue that the introduc tion
al i B s a means woeconcile the objectives of poventy selief amd Tl canplay ment
ALkl Ravamagh, 1996; Yan Pasijs, 2000; Basic Income Envopiean Merwork, 20047,
Hlovw then will s B anad the decopling ol incomse Trom work lead 10 fll cimjlayiment !
The answer o ihis question Bies in low one construets the pacsblem amd hosw one defines
Tl crmpslayment,

Phe existence and persistence of unemployment in B0 models s generally aecepted
bl vavely explained. However, Yoo Pavijs (15991 presents a0 discussion that is bath an
explmation of unemployment and o nedel of B mancing. For YVan Parijs. ihe
commnnics of unemployment is rooted 0o orthodox pecclssical thewry, blessness
iises bevause wape rigidities impede atomistic competition amd prevent the Lo
iarket frome clean ies are oflered o butivess (he existence of (T
wage rigidities including e ole of ade union pewer amd mininmm wage legislaion
.-|.m| bargaiming sutcomes, which generie efficiency wage' omcomes amd promse
Ssader-outsider” arvingements.

The efficiency wage argument is representative of the economics that underping
the 131 model. The model does nol offer a macroeconomic explination for myvoluntary
unemployment but imposes it as a consequence of depariure from o compelilive siluation.
Phe b of his argumeni is os follows, Fiams ore happy to pay above-competitive
winges because:

- Various possils

- ! b e e s P e b e - i S e
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s They foce workers who will “shirk” unless the cost of losing their jobs (the wag
preminmy is signilicant,

«  They induce higher productivity by paying higher wages.

Van Parijs (1991,p.0122) says, "BEven in a competilive context, Firms will puy
employees higher woges than those they could et away with by hiring egually
unemployed workers™. A thought experiment, where all workers have equal “w
endiwments Cincluding skills) leads Yan Parigs (1990, p. 1240 w the following conel
Ul is then impossible 1o say thad the cmployed amd ihe (demically skilled)
uncmployed enjoy equal access W the means required for the parsuin of their
vonception of the good life. In a non-Walrasion economy, i other wosds.,
peogle’s endowinent is not exhaustively deseribed by thein wealth Gin s usual
sense) and their skills: the hobding of o pjob constiluies a thivd type of resoarce.”

0 advocates would Bave mo dispute with the conclusion than the possession ol a j
crucial source ol self-determimation for the typical worker noa coptalist =
Hwwever, this conception ol the problem leads woa bizame, and very neock
solution in terms of redistributing a type of “property right’, which is represented
alleged existence of "employvment vents”. Vam Parijs 1991, p 0240 says thae in the
searee jobs, "L el us give each member of the society concenmed o eadeable entic
for i egpual shave of those jobs",

The mechanism of exchonge would work like this. When the wage bargains tha
make with workers result in wage levels above the competitive equilibrum, any e
inveluntiry unemployment establishes the need for an income wansfer. The seurce
inconne 15 the employment rents that are momopolised by these in employme
unemployed mdividual is thus constrsed as o person whio has given bis or her ing
s it the employed person can ewrn above compelitive wages. Yan Parijs { 1991
wlivimes thai:

“oothese wenls are given by the dilference beiween the income amld aodhier
wchvantiges) ihe employed denve fromn their jobs and the (ower iseoane ey
wonlid need e gel of the wmarken were 1o clear, lnoa sitoation of persistent
nuissive unemployment, there is o doabt that the sume towl oF these rens
ol greatly swell the amount avinlable for fimancing te grang.”

Wan Parljs then extends the argument 10 encompass a fully employed efficien
eeonomy, recognising that the existience of employment renls docs no atem
mein unemployment. Low-wage workers may covel, and be willing e do, highe
Jobs bat cationing prevents this from happening. Critical o Yoan Parijs” (1991
argument is the .. existence of lirge employment rents, as manifested by the pres
envy over job endowments, and not the Gsct that miny people are without a job at

Thus the problem of income insecunty s addressed hrough the provisic
puarantesd income that enables workers w hive a decent, if modest, life witho
employment. Ruther than tackle the problem s source, full employment is eoag
thromigh an adtificial - withdeawal of labour supply. In the cument  parlan

‘unemployed” are veclassified as "not in the labour force” and the unemployment
is “solved”. Van Parijs (1990,pp 030-131) concludes that the cuse that the surl

living off others s invalid Deciose: ™00 is a0 sevious misdescripiion of what
strfers are doing if all they live off is their share, or less than their sharve, of rent:
winihl otherwise be monopolised by those who hold a rich sociery’s productive jol
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The argument s constiscted mizes o nomber of questions. Fist, e e employiment
rents illasory g, iF sey whal dees this do Tor the Togic of justice that underpins the Bl
appracch dhat Yan Pacijs advances? Secondly, do the efliciency-wages serve Lo ensure
stable working rekations and lngher than otherwese productiviey’? Fooadly, sl is e
gt ol tsing the wiages of the employed — of seeking ot the so-called cmployment
vents — and wsing them o provide basic income for the unemployed?!

We argue that there are insurmouniable  poeblems with e BL conceion af

umempheyament and the maodel Tor financing a Basic lcome. The wage bocgais {within
efficiency wage theory ) rellect reedom of association and masimising decisions on both
sides of the contract. A crucial Tusction of the “elficiency wages™ is W ensire higher
paceductivity, bt what would happen i the firm insisted on paying the compettive wige?!
Logically, productivity seoald Bl vecrsitment woold becomee moee diffaceh and turnover
el vise, Dy other words, dn ke context ol elficiency wage muodels, the wage auleomes
attibned e e considerad  dystuncoonal. Instead. they retlect the realities o the
caprtalist labour market where b poser s boaght bur Babsowre
i bperfections within an otherwise (perfectiy ) comyg

ws Lo b wsed. ruther
stitive Lvhour nurkel,

Fusther, the existence of urempleymse ot assumes that real wages wooak e clean Talsin
marhets amd thae efficiency wages inbabit the market-clearing processes by imposing
wage rigidicy. Wiy would Tirms Bive a0 wages lower tham the elficient wage? Clearky, if
wasrkers are willing to work sl the efficient wage, and there ave queses Toe jobs, then
there st non Be ozl demansd Toe the outpot ey produce, The selution is o iscrense
demamd, Usempliseient arises becanse of a spending gap.

P Won Pargs 1990y the benchmoark for evabesting  justice 15 an absence of
cmployment rents. This s Gaintomount W0 saying dhat wiges are cqual o thenr theoreticil
womtpeitive levels. Severl problems e encoomterad in constrocting the problem i this
waty . First can the emplvyed individual ioprove the lod of the unemployed ? TF the wage
Iewgain were functional in prodoctiviey eoms, why woubl e ouisiders behave any
dilferently when ey become insiders? They may e prepared o work al lower real
witges mhilially, Dot once enscomced. why woold dhey oot Torce e efliciemcy wige
Dz Fhe BE btevaiore is silent on this e,

But ultimarely  the emplosment rents are llusory and the e of Yan Pags”
arswment breaks down, For exwmple, iF we were o climinate the “imperectims” thae
creattend the entithements, then within dhe Togic of e competitive meoclassical markes
msode that Van Parijs has selected, there woubd be equal endowments, market-cleaning
real wages and zero ivoluntey woemprlayment, There wauld alsa be ser cmploymen
cems i zers cwiployment envy, I this siienion, there would be o radable
cemnmmslifies o support the Dasic incomse, The achigyement of Tull emypdisyment skl
rule out the need for BE This i precisely the 3G solumon. Inother waords, this form of B
fiancing depends on the esistence of “market imperfections” rather thian any inalicnable
vzl e inessme at the e pense of cllers

Farther, within the BE model no individual can improve the employment prospects of
ansther. There is thes oo basis for determining an exchange between an empliyed person
aned a person experiencing uncmpployment. Why should we expect an employed worker,
whe is mol respomsilele For the plight of ihe gsemploved e sierifice ineome e pay Tor ihe
nomt-wasrk of amethee? T coubd equally be argued that the capitalist surplus is the altimate
sorce ol distribmtion and must theeetfore comtain the value that waould Become, in part,

e e
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the Bl In essence, the BI simply prorates sume of the surplus value 1o those who de
generate il und one person’s freedom from the work exigency in capatalisim is an
wirker's alicnation.

There is a presumption in e BL literawre that the good (employed) life
worker has is at the expense of the unemployed. Scarcity is conceived as the prol
But while jolis might be scarce, can we say that there are no useful activities fo
unemployed to be engaged in, should there be a demand for deir servives? Can wi
Ut the provision of an incomwe withoul work is equivalent 1o the provision of an im
with a jul? This distinction is at the hewt of the JG approach wincome insecurity.

We would argoe that a more efficocivns and less apologetic  respans
wnemployment amd ineome insecurily is @ understund why people are being depriv
the opportunity o undenake paid employment and o alier the conduct of macroccen
pusliey, so that it is consistent with full enployment. The Jub Guarntes is an altern
approach w0 sehieving this e,

2.2 The job graranice approgel o incemne ingeciriny

T seek a solution e the problem of iveome insecuarily one Dis 10 undevsiand whil v
i1 is not envigh weoaccept ias o given and then provide o paniees thil et
symptom. The single must significant source of income insecurily is unemploy
(e, 1997 Saunders, 2003) The attack on iwcome inseeurily should thas begin wi
attack on the sources of departure from full employment

A discussed in the introduction, onemployment rates inomost OECLY econmuies
risen and persisted of higher levels since the first OPEC prce shocks in the 197
veginee shifl in macroecommnic policy, epilomised by e pacsuit of brundget -.\lll|3!|l.l$~!
tight monetwy policy, has seen the deliberate and peesistent deflativn ol
ceunumies in pecordance with the NATRU approwch. The result has been that eci
erowily in OBECT countries has gencrally been below ihe level required W absort |
furee growil and growth in babow productiviy {Mitchell. 20017, AL the same Lim
decline in public sector emplyment in Australia has albswed unemployiment w per
high Tevels, I is importt Lo note that the conntries hat avoided the plunge into
unemployment in the 159705 maintined what Ormensd (19940, 203) has describe
“sector of the econonvy which effectively funciions as an employer of kst resen, s
absorhs the shocks which occur Bom lime e lime, and owre generally 1
employmsent availalde wthe less skitled, the less qualilied™.

Eilike the Bl sy, e Job Guarames model explaing the persisiem
wnempoyment a5 o system failure — fhe result of ermneous MaCFeCOmMnmiC o
which have failed 0 generate envugh jobs and enough hours of work 1o o
preferences of the labour force. The level of unemployment al any point in G
choice made by the Federal Government when it sets and colibrzies its b
paranketers, Persistenl unemployment is the product of persisiently imadeguate b
delicits, Ipso Facte, J0 advocates argue that the stale must use its power as the 1551
curreney e paintain levels of aggregate demand compatible with full employmer
indlation conteol, The nuture und wse of this power are discussed in Section 5.1

Ihe Job Guarantee model is outlined in BMitchell (1998 and Mitchell and
(2000 A Tully costed and operatonal model of a Jul Guarniee programme lrge
the young and beng-term uncmployed is detailed in Mitchell ef al. (2003),




90 8 Cowling, W.F Mitctiell and M. Wenes

Ulnder the G, the public secior would maintain o “butfer stock” of Tixed (minimum)
wage jubs available o anyone willing and able w0 work. This soaranieed work would be
Tunded by the Commonweabth but organised on the basis of ecal parnerships between a
ringe al government amd non-govermment organisations (Mitchell e of., 20033,

T JG waould Tulfil an sbsorption function wominimise e real costs associated with
the: s ol the privite secior | Berger and Piore, 19801, When private sector employmsent
dectined, e bulfer stock of enployed persons would sutomatically increase. The mation
winild rewain ol full employment, with the mix between private aml pubslic sectn
employisent Mucisating inrespoise B the spending decisions of the private secion. Ta
ol distorling the private secion wage structune aml o oensare the J6F is consistent with
fwice stability, the 3G wage rite should be serar the minimaom awand level

The JG does non supplant the conventivnal use of lscal policy W achieve spevific
sucial and ecommic objectives (via soeial woge expenditures), or replave sawial security
prayments o persons unalde o work because of illness, tisability or parenting aml caring
responsihiligies. The 10 wage would acerue o individuoals, meaning tha Gasily income
supplements would contine w be aviiballe w0 those meeting e eligibility criteria.

While mesbership of the Tabour foree wonld remain voluntary, the abolition of
wngmphvynent benefits would reguice peesons who e able wowork i enter e Loy
Femce e order g doguire w subsistence meome (hichell, 19985 However, unlike the
varrenl suite of Active Eaboor Moacket Programmes {ALMPs ), soandatory eoploy men)
wider the G provides ongoing productive employiment paid at the awand wage. Under
ALMEPS e receipt of unemployinest benelits s confingent on participation  in
programime pliwements simed st hefsyiome medilication.

In swenmany, unlike twe BU mwodel. the 006 framework divectly addiresses the canse of
e secunly by [ving aseoone neone o a wik pesvantee. Any persan who s able w
work il b albile o access o gl that provides a living wage”, Pevsons mablbe sk
will b prowaded with s living ocome’. Fall emaployiment is altained by wdjusting the
level ol aggregate demand vather than by engineering labour supply adjustiments, which
dhetinie the probiben away." The 16 difers Trom w stadand Keynesian approsech becase if
prowtiles oaly the i demind . expansin (he cost ol hing e unempheyel
wonrhers b rather than relying on minhet spending and mielplicrs, The inflatinay wmipacts
are Lhies significanily differen

I i vowsanes approich the guestion of income security fom e pessimistic view
unemployment s mevitable and a0 vesult of  marker impedections  mather  than
mvrcroecommie ailure. B policy then posposes @ decouple income From work amd
suppants this sogeestion with argiments based on notions of “justice”, The economics of
the approsch are, bowever, bwking ceedibility. B1 nodels geserae Tull employimen by
cocouraging an artificial withdvawal of kibour supply, The mnemployed simply move wio
thie "ok B b Lo fonce” statistics. This is a commmn meibod of dealing with persisient
unepHoyment. The vapd vise i e sumber of disability pension recipients, patically
apmig older workers amd the diffical o employ, has been a notable wend in several
cismlries inthe 1905 4 Argyvons smd Meale, 20000, The B approach essentially adopts a
mistaken view on why unemployiment occurs and ihen engineers a supply withirawal o
solve il
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3 The essential conditions for a full employment strategy

I the previous section, we concluded tat a et o sustomed Tull employment w
most effective policy response to income insecurity. In this section, we oulli
conditions that a full employment policy has o satisfy cerain conditions w be e
i assess BEand the 16 aginst these crveria?

A0 The exsential conditions for a fill emplovment strasegy

To be successful and sustainoble, o full employiment policy bas w satisfy o o
of conditions:

I 1ot generate enough hours of work womeet ihe prefecences of the laboar fi

2 b cannt threaten the disteibastion of real income,

]

Te wiist havve inbwilt indTation contrel mechanisms.,

¥ N

It must be avcessible enough w embrace the disadvantaged.
5 lomwst not viokate the social amides wowands work and non-work.

O lomust provide jubs thar are compatible with environmental sustinak

We will now develop each of thisse conditions in ium.

AT 0wt generate enongh hoves of work o meet e preferences of il
Tty fivee

While this reguirement s sell-evident, the definition of ull employimen contineg
dhebeved. The Pederal Treasurer recently declared that the Australion econmmny wa
iz devk Tull employment with an unemployment rle of around 03 (Costell, 20
the 19805, neo-liberal ecompamsts argoed it an usemployvment vle of 8% oo
with full employment (see Mitchell. 1987 for a discussion). We would angue ¢
comeept of full enployment relies Lo the numbse of pibs rebative 1o the willing
force tincluding the bidden wnemployed) alter alluwing for o small percent
fractional unemployment, Focther, the defimition of full conplayiment mast also ¢
sero underemploynent, and thus ke ingo account the hours of work availabde rel.
T ol aspivations. Using the methododogy estalilished i Michell and Carlson
underemphoyment in Awstralia in May 2004 6 estiated at 3.3% of all available
howrs  (ColFEE W We would comservatively  double the official
unemployment rate 1o estublish the degree o which the Avstralion economy is de
T Fuedl enyployment,

The disparaie views on full employment relate o how we deline it The
Depression taught us that, without government infervention, capitalist econon
prome b lengthy penods of uoemployment. The Second World War experience
that full employment coubd be mamained with appropriote use of budget defic
arthodos neoclassical remedies wied dunng the 19305 Largely Gailed amd the chall
War's end was 1o ranslhate the fully employed war economry, with extensive civil «
and loss of libeny, into a peacetime model. Mujor policy papers of the time refle
kKeynesian  view  that uncmployment was o systemic failure. The  emplh

— 4 b et e = . - . e
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tiicroeciimnnic policy became frmly focused on generating enough jubs, relative 1 the
labsour supply. W maintin full employment, Inflation control wis o secondary issue
Froumn 1945 unnl 1973, govermments ased fiscal and ety policy o madntain levels of
agpregate spending sullicient e generpte employment growil in line with libowr foree
rowih. Public sector juls creation was also ingportant, nol the least because of ils gl
duebe s Cenployer of e Last resont” (Minchell and Cavlson, 20001,

By the 19505, the positive Tocus on jobs gave way 10 full employment’ bszing seen in
terms ol usemployment and inflaion, The Phillips Curve, wiich proposed o ool
velitiamiship between unemployment and inflation, sw el lo ventre stage (Mitchell, 2001
Policy makers were now supposed 1o choose between illemative mixes of unemployinent
e inflation and the focus on a vequived momber of jubs was fost.

The coommic distocation Follewing e il price inceeases i 1970 provided the
vonditions tecessany for the pailigm shilt in macmoecommics wwand nee-liberalism,
Ciovermnients teavted fo aceelenimg milation with contractionry poslicies desigmesd 1o
quell rising prives, amd uncoploviment rose, The Keynesian mdion of Tull emplyment
s Fimally aibandvned g polivy makers adopied the naral rate by pothesis wlvocated by
Mitton Fricdman. This appauach, mow relered i as the NATRL praidigm, vedefines Tull
employment i s of o umigue, aml demand-invananl, unemplayment e {ihe
MAIRLY where inflaton s stable” Proposals for Keynesiaon remedies w reduce
uneimpldoyment are now el with derision Trom e pajority of economists whe Tave
einbraced the anii- Keynesian NAIRU concept. They cliim that expansionasy (iscal and
menedary policy, designed o dvive anemployment helow the NATREDL will anly e
inllatin. The paticy Tocos bas s shifled weomicroeconomic el in the guise of
Fabwrur ket dereguliation and relaed institational arenas like education amd Lessining ol
wellme systems. Meanwhile, the NAIRU has escaped accurte measurement and
i proponeants bave Diibed o explain why o fhe [0 i bike one exmngle

e nphoyment n the USA systenatically el below the MATRL estimanes, vl i lation
alsa declined,

Mhe Reserve Bank of Australia (BBAY has also been cuplured by the MATRL
paradign. Under comrent BIBA policy., wnemplyment is esplicitly wsed W contel
inflation. The evomuny bas ot provided enotgh jobs since the mid- 197 and the
combiet of ety padicy has contributed o e malaise. The RBA has Tweed he
mnemployed o engage inoan inveluntary fight ageinst inflation, amd cormplenmentiny
dstenty exercised by the fscal auibaarinies has Tuniber worsened e silnation,

A2 0 vanmn fecaren e disieibution of veal fncome

Unlersiamding ihe debaie between BE and the 10 eequives (at we situate the smalysis in
e Distorically specilic mode of poosduction that is ety capitalism, Some o the
|:II|..\|.1-|L'I11H identificd wath the B model in later sections af this paper can be traced W iy
ahistorical teadency. Uinder capitalism, there e constraings on whal the Bovernmen cin
diy with respect weits full employment policy, These consirinis comerge Tom the comtiol
that capitalists have aver ihe means of production and the “divide amd comguer’ slriegies
they impshement W maintain this conteol (Edwands or o, 1975),

Diisan (C20803,p.9) rgues thar e fully explain the existence (and persistence) ol
by ment we have o
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s beyond explaining wliy finms demployers) will mol offer coougl jobs w0
clear the lbour market. We need instead w explain why the unemployed ae
dependem on olliers for their lBvelihood and why it is that they are uoable o
unwilling w employ themselves or o foom viable cooperatives. Al the end of
the day the Marsion ond Baleckian esplanmion for anemployment s thal e
wanthbing class does mol own e means of production amd tha ey ane arable o
Bowrow Lo abadn e eguined means of production.”

S while the traditional monetary explanations for unemployment foumd in Key
in Post Keynesian thought) are volid, they are only proximate causes, The un
wanse s the existence of the capitalist property relatons,

Within this contest, unemployment is functional in the sense that il s
discipling the working class aspirmions for morg real income (Michell, 1987}
(3 Lp noted that the aiaionment of Tull employment was mod dilficull o achicve
of the macroeconomic policies than were required. Rather, the success of these
wistild depend on the “class interests and thus “political aspects” of the cconmmy’
003,93, More recenly, Rowihom (F980) owlines the limits of disinbotional
that workers can engage in within o capitalist system, He states the “obvions” fac

“st long ws capatalists control prodection, ey hold she whip Dasml, ol
wistkers cannol afTord 1o be oo successul n the wilges shiugghe, I ey ane,
cupatalists respord by refusing to mnvest, amld the tesall 1s o geematung ar longen
erisis, Tovescape from this dilemma workers mst go beyond purely ecommic
sionggele and st gl sl dhe politicud bevel woesent control aver prasdaction
isell” Ruowilonn, 19805 134

The state st thus work wadhin the political ecommmy of capitalism and ool
parlicies that will endanger the accumulation of cagital and the vide of profit re
cuprtalists o continue imvesiment. -

A3 I meest fave bl fglaion controd mecfianisms

The Post-War expansion canee 160 an sbrupt end o the mid-19705 on the e
highly disruptive OFEC oil price vises. The OECEY expenence of the | 990s s}
B and prodonged  aoemploymen will :m:nlu:lll.;.l vesull in low inflation |
TG, Unemydoyment can enrporanly bualsnce the conllicting demands of a
capital by disciphining the aspivations of liboar soothat they ave compstible
profiabiliy reguirements of capital {Kalecks, 197100 Similarly, Tow produc
deamind — e analogue of high unemployment - suppresses the abiliny of finms |
prices o protect real macging. Wage demands in the povate sector are thus
relited 1o the actual oumber of unemplayed who are sulsbtaies foe those cu
praricd wor,

Inflitiom gavgeting, in which the Reserve Bank uses unemployiment as a w
reduce pressure on price levels, is the most active component of aggreguie pol
present lime, It is thus imperative that o full eoployment policy that can als
il lation stability be designed,

T s R
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A LA Nmust be accessilde enouglt to embrace e disadvanis el

Unemployment does not impact evenly across skill and demwgraphic groups. The bunden
ol wnempoyment Balls disproportionately on e least-skilled and least-edueated workers
in the ccanomy (OECD, 19981 Ina major stady on social exclusion and disiressed urban
areas, the Ovganisation for Economic Cooperation and Development (OECD, 199851 1)
ol that deprived aneas Bimit the opporsities and prospects of pesple who live in hem
womne huding that " owitheont a vision of thelr prential. o watbon nok only bears e costs
bt il Fails 10 vealise the possibilities inherent in these places and their populations™,

Pria s the - 1, e Australinn cconamy was abile 1o sustain full employmen),
A ey reason lor the wlisinment of i ileiime wiis e existence of o “bulter stwk’ of
B skill jobs, maamy of which were in the public sector, These jobs were always available
wned provided eisy access o cmployment for the most omskilled workers in the Tabour
fowee, These workers had employ ment amd income secarity churing hawrd times.

e ol o amy Tl emnployment policy should be o restore this balTer siock CHpRily
W the coonomy e ensure that, ot ol thoes, e Beast advantaged workers in the
commTniny lave opporiunilies o e aowage and i amain indepemndence.

KLS st mor violate the soctel atiitudes fovards work aod som-work

Thia shonminnd antitudes wwards wellure amd work in Avsialia vemain Tiemly m Gavoor ol
provviding some wellave reliel o those without jobs, However, there is also widespre:d
suppont for thie view thal, in retu, the unemployed persor uled lesisk T sk sind
aceepl wirk i available (Samlers, 200200 AL the present time, i is oalikely that dhe
provision of an unconditional goacaniced imcome peasans able o work would be
acveptabile e majority of Avstiadians, The capitadist cliss would also eesist such o
Py ament, s 0 would reduce the disciplining ingact of unemployiment. To aveid fother
stigmutiaing the uncoyoyed, the mediom eom selugion mst s centre on e Ui
el employment. Longer-term changes in social aftitudes 1o the work etline FeLubre
eclucitnen and pralilic deleie.

A st pravide Jodvs o ave compatife with envivenmensol sestainabiliny

Fmployment and relited productive activities must become mercasingly Tocused on
cnvicmmental sustunability. Any discussion abont policies b dnerease emplovinent
shonthd give due regand e the debate that pits ccomamic goowih against suwstainahle
development. While higher levels of owipet ane required w increase employment, (e
cammipwasaion of valput is i pividal policy issue

A2 Desivable criteria

biv aackiditiom den these exsential coitenia, it is desivable that full employment policies embrice
e falBowing clursclenisics:

* pravision of community volue-adding selivities

= povision of inter-generational reductions in dissdvantage

o prevasion of training aml oppounities Toe opward mability,

We will now brelly outline a case Tor the “desivability' of cach of these criter
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First, employment initiatives  should  advance  community  developme
well-being. Gorz (1992) argues that regencrating the concepl of commun
providing secess o work in the public sphere ave essential o economic citizen:
participation in the social processes of production. Healthy communities are
spaces that encowrage and enable participation in social and democratic life. |
comlucted by the Austealian Howsing and Urban Besearch Institute | AHLU
highlighted the spatial patterns of change in population, employment and iny
soctal dissdvantage, mbastwciure and envitonmental quality in Australia’s citie
resulting wide disparities in the vitaliny of bocal communities. The researchers a
we need (o consider the issues involved o problems such s social polasis
prescnbe workable stralegies through which disadvantaged communities can e
Such imtiatives will need o extend beyomd “pacachuting’ selutions it locali
outside or relocating individuals and Tanilies @0 commmmnities ol greater op
CAHLIRL, 1999,

Second, employment policy should be designed 1o arrest the inter-ger
tramsbssionn of disadvantsge. There has been a macked increase in the prop
children hiving in households with no person in paid work (Dawkins e ol 20
rise in jobless howscholds is Likely o have significanm repercussions  for
gemeration of potentiol workers, Saundess 0026 mves thay while liuke is |
Austrealia abou the longer term consequences ol extended perods without
initial analysis of longidingl social secority data suggests the inter-gen
transmission of disadvaniage. Soundees (2060200 ciles Austealion research by
MeCoull 2000 indicsting that young people aged between L6 and 18 living it
reliant e social secarity are masre likely 1o become parents at an early age, lea
early, eapericnce wnemployment and bomelessness, and eventually Gind them
socil secorily,

Fanally, crployment policy should provide opponunities for the develo
shills and career paths. Elster ¢ 1988 argues that the value of work depends o |
o which it is u vebicle Tor sell-realisadion and ihe development and deploymen
pewers amd abilities, Boseemrs reasomabde o angue thil sk thit provides opg
fusr the development of skills amd creativity is less likely (o be manotonous,
it dsolated. Do adidicion, Bedl c 2002 notes that incrensed competiton for jols, |
ol new technology and changing employment patterns are plcing an en
preminm on shills and credentials; while Dowrick (2002) argues il inve
haman capital (e education and skills of isdividuals) has the potential o
exnammnnie growth over ihe loag teom. The aceumulion of abilities contributes 1
rewards und higher earnings for the mdividual; sehile the more skilied the word
greater thewr capaciy W abserb, implement and sdapt new ideas,

I Sections 3.3 und 3.4 we will assess how Bl and e 16 address the
conditions for effective Tull employment policy. In Section 4, we will then d
potentinl pole and relevance of the desirable charsctenistics just outlined 1
frinsitiss o new concepls and forms of work and new production arrangemen
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33 How does the basie income meastire !

The effect of immoducing a B0 on the Tevel of ivoluntary unemployment, lihour supply
Behaviour, the real distribution of income and inflation depend eritically on how he B is
fancedd nd whether the badgetary impact is neatial o expansionary. It is imporant o
stvess it there is nothing in e Jogic of the B1 mnodel o directly addvesses demaml
deficiency or atlenwiles, withoul the discipline of wnemphvyment, any Wi pwice oF
prive-prive pressares ol may CIRTE,

Vo individuals 10 exercise their vight not to engage in paid work under the BI model
vequires that the BE be set o liveable” level. As diseussed in Section 2. the 1B litecaiure
generully conceives of a lax-financed B set above the poverty line amd replacing all wiher
fornes of public assistnce. et us assume thar o BEis introduced sl is fnmeed by e
imposition of a fla ineome s, With respect to our Tive essential eriteria, whal s
e likely wnder conditions where:

e the it on the budgel is neutral

o e B s de i financed

A Budeet neated iy

Ulnader w il pe i seemiio, the impact on aggregate demand is likely 1o be small
wnd the capacity of a B0 scheme e peovide sufficient hous of work e meer e
preteremces of the labwwn e will centie i the Talsonr supply response, While Lerner
AHKN argies that the provision of o secure subsistenve incomse will weaken (he
wonminection g formal werk. ber iy pothesis ignores the tend increase in both CLHIS I Wiean
fevels and Libwsun Foree pariicipaion vstes in st OFCDY couniries. o examnple, the
tiend laboarr Foree pariicipation vate in Awstralia rose Srom 600% in April 1984w b0
o Al 2K CARS. 20008 B ot his veMects swomen’s rising pativipation i pac-fine
work skl suggests that Gamilies are seeking W ncrease real imeome, To the extent that
it paricipaion in post-seloal education. Bt bnbour ket partivipation wod
wcteased bonrs of work seflect an attraction io bigh incomes aml coareer eppEwlunitics, it
i unlikely a participation would signifieanly dindnish ander o 151

Similarly, studies ol the unermphsyed point 1o their strong commitment i work (Tana
and Savevers, 20005, Widerguist and Lewis (0997 mide thal 1005 of Anderions work
Pull-taewe bt aire Bebow the poventy line, They argee that low-w aged Amencans have g
slrodg conmiment o wark s cven beline restricinms were i||||1lk=-L‘1.| LRI iessning
J'”h_“" Ansisbasiee — awiksl recipicns were ofl pubhic assistance witlin three yeirs,

Phis rotses the guestion of which workers e likely o withdvaw from the Libou
market when o B0 s atvodoced, s ereating employinent opgportunities for (he
imvaluntary umempliyed® While sume secomdary income earners (panticularly women
and teenagers working pan-timed may withdiaw their labour supply — and some oihe
wikers iy opt o reduce thelr oors and supplement the BE with part-tinee or cistil
sk < il s unlikely a signifivant number of workers would choose o reduce their
[rsL-Ba incomes w e matterial demands of many workers remiin unsatisfied.

W the provision of o modest B1 under budger neutrality inereased the supply of
part-timie wikers, what impact woubd this have on the distribation of income? One
thewry argues that the absence of uowork test means thal workers are ol foreed 1o ke
pewely paied, soarginal jobs w0 supplement ihe B, increasing e birgaming power of the
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weakest pamicipants in the labour marker relative 1w their power under a sy
work-tested benels, Low-wiage employers may be forced w isprove pay and co
in vrder 1o altract workers,

Hovwvewver, an altermative view is that an inerease an the supply of pan-time
would strengthen the band of employers in a segmented Libowr markel, Employ
exploat the lurge implicit subsidy by reducing wages and conditions, while ik
replacement of some full-time jobs with lew wage, low poductivity part-time |
lead e declining rates o mnvestment, skill development and average living standa

It is pot evident that the provision of a modest B will Tead oo significam sk
market o pom-macked activities, given the higher marginal tax ke amd the poss
downwand pressure on wage rites, Thos the impact of a Bl on labour supply is
b lovw.

A mwe generous B under budget newtrality, could lead w a significant m
part-timee workers choosing nol [ engage i any paid ok, However, su
necessavily implics a higher tax rate, Higher income earners would anaintain
sworrk, wndil the ioplied marginol s vate led o the dominance of the substmii
ower income effects in their decision making. At this poit, the maintensnce o
nentrlity would require o fucther increase in L raes oF a et in the bisic ine
Tovmer will exacerbate the “financing” problem, as more waorkers leave the Ll
i reduce their hours. There will thas be o maximwm sustaimalde level of e
conditions of budget neutrality. The mmpact on sggregate demand and emplo
likely o be small, and even with some redisiiibution of working liars; high
Labosur onderutibisation are likely o pc.:rhiscl;.1

Langle {19%8p 030 poines ot that whale e BE might enable individuals
without wisrk “it does sl provide any Bom promises of pod work for those wh
have @ poby Bug who want o contribute their labour o the generation of social

s o Dudget-neaal BE Gails the policy coteria of providing sufficient howrs o
et the prefenances of the labour force.

The mscrocconomic changes associsted with the intodssction of the B o
lead e g realignment of wage relnivities, Cornwall (1983) agoes that real
cosmbined with the tnpisct of Bigher tises, may posmote the gperation of a w
wwechanism o restore previaus relitivities, This could promote a damaging wa
wirge price inflaionary mechanism, despite e existence of unemgploy mel.

242 A deficit financed” Bl

A deficit Tinanced' BE constitutes an indiscriminate Keynesian expansion in th
of bl mechanisms o counter any inflatonary pressues that result in cuiny
ihe Budger neural scenano just outlined, @ net stmolos o agerepate demind
induced by:

« o higher BLwith an unchanged lax system
o an unchanged B with lower taxes
 acombination of the twa,

Premand for lrhour would clearly increase more than under the budgen neutral e
it is the dmpact on abowe supply that is ol concal impotanme,
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I e bevel of B s incrensed, it is reasonable o surmise hat ol Tabour supply
wistild decrease, wihile the impact of lower tax rates on the lbowme sopply ol incombem
worhers will depend an the relative magnitudes of their income amd sebstitution effects,
Given the net stimulus o employment and oulput, there is the logical possibility of
exvess demund for labour at full employment, where the Tull employment fevel ol
employment s been antificially raduced in the presence of a BL

T the absence of an inbuill counter-inflation mechanism, this excess demand wiold
d-pull inllaton. Rising wages would meake the BL relatively less attractive,
lewd 1o smne “hifestylers” choosing W retuen o the Libour marcker, while the
govermiment iy respond by rsing wxes andfor reducing govenmment expenditure,
which wanthd wend we raise unemplayiment, By both cases demand pressure wouhd decline,
Dt 1 the extent hat the inflationary process Tiad assamed @ cost-push o, wage and
e il lation mary only decline showly.

It is thus possible thit an unsmstainable dynamic could be geneated s hich theve
are periodic phases of deoand-poll infation and induced cose-posh infltion ot low cles
ol wnemplayment, fllowed by g conewiomary pehicy and Bigh rates of anemploynent.
These commnmic cutcomes are consistent wille indiscomiale Keyoesin policy of (he
patsd, The dymmic elliciency of such o pattem is bighly questionable given thar ihe
hysteretic consegquences of unempliyment keep being manifested. Even il this Keynesian
expuanzion could sehieve Toll employment, considevable economic milesibaliny s created,
The el auml Movw of e private secior cannol e readily sccommodated. aml (e
ik libenwd o intbation is this dewreased Foestater, 20004 Inaddioen, the indlatasary
prowess ot full coploymem conhl lweaten o change the distribotion of neal e
weakenimg the inducement 1o invest and making e achievenent of sustaimed Tull
camploy ment even wwwe diflicolt (Rovwthaen, T9800, Over timse there would be il itical
pressure o caise the BLin e with changing communily expectlions that reflect the
Ingher wage levels, Policy makers would nesd w conectly anticipade the impact on
linhwar supply.

Thiis, the introduction of a B policy designed o achieve full emplayiment is likely o
b Bighly  probdensitic with sespect e s cagusity o deliver Baoth sustained  full
crnpliyament and poice stbihity, Sach o policy s omeonsistent wils crecn i or
cenlerton thres ar fusih

Soime B supporiers ecommend Ginascing the B though other orms of @ses
vt aliemating workers, o there appeirs to be e consensas. U gases ane shinfied fom
Libsorir tor cagpatal -~ Boging absout o mcnvmeel redisteibation of mcomee = this sy seaken
e imducement o invest o amlece price increases o restore the neal disiobotion
ol e

Fimally, we peed o consider the effect ol a Bl on social attitudes o work and
non-wenk. While BE advocates argue thai the universaliny of the payment will make it
e secepiable o dhe comumunily, s claim igmmwes the distinetion between B
reeipients wiwe chovese o work and those that clusse o pand work, Beder ¢ 00005, 2)
idserves dul work 15 stll:

o e Dt ol capitalist calivee . Jand] Cow ke suie there is no wendiny
amplsicde of employmend, the wmployed are stigmatised. They tead o e
paartimyed in e medis s cithern, Tauds, hogeless cases o Toyabomis whe aoe
living il up ol toxpayers” expense, Wk is seen as an essenii] chanclenstlic of
being hunsn. Mo matier Bow dedions i s, any work s geoserally considered o
b better thim i wark.”
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We thus argue that the introduction of a B is likely 1w further violae attitudes 1
and non-work.

In summary, the BI fails W satisfy the essential eriteria for in elfecn
sustainable [ull employment policy us outlined in Section 3.1, Any policy that et
imposition of a liveable B violates attitudes wowork and non-work, A B pol
achieves full cmployment, in part by engineering un artificial reduction in Imhul_lr
is likely to be unsustainable because of lrequent cpisodes of stagflation, whi
impaet on the real distibiion of income. And a B that Fails 19 achieve full empl
despite its impoct on kabour supply, dues not provide sullicient hours of ik )
preferences of e lubour foace.

3.4 MHow does the JG measure up?

W now assess the Tob Guarantes model against our essential criteria and conele
meets all the conditions for an effective and sustainable lull employment policy.

Uineber the JG policy, every worker unable tw find a job o to secure sulfivient
work i the stamdand lihour market is guacanieed o public sector jub. The publ
contimmusly absorbs all cumenily wle workers into paid employment e a be
wige it it sets and aintams. Government employment and - spending
determined by the level vequived o generate cnough hours of wink ta 1
preferences of the labour Force and suomatically inereises (decrenses) as job:
Cained b in the priviste secior, ‘

Witchell and Wares {20 show that, i the fiest imstanee, the IO sels u wage
the ceonumy and provides jobs for the existing unemployed (plis hidden wnen
There are o relative wige eifects and the rising demand per se dues ol nd
invoke influtionary pressures because fioms ae likely 1o mcrease capiily wil
et the lngher sales volumes. However, while the JG policy [rees wage LERTHER)
the general threat of unemployment, e Gictors oflsen this,

First, in professional ocoupational markels, while any wail e mpliy
discipline wage demands, the demand pressures may evenlually exhawst this
wage-price pressures may develup. Second, while i s likely that the 16w
lave lwer levels of productivity than their privade seclor counlerparts, bl
Wants (2000 consider the productivity to be embuodied in the job caiber than th
Private fioms would sl be required o trin new workers in jolespecific sk
saime waty they would in a non-30 econumy. However, 10 warkers are likel
retained ligher levels of skill than those wha are foreed o endure lengt
of unemployment.

This changes the bargaining envivonment rather signilicantly. 10 reduces
costs o firms in tight Taboor markets who previously would have lowered il
standards and provided on-the-job wainmg and vestibule traiming. They can
higher wages o atiract workers or accept the e costs that wonthd euse the v
presanres, The TG policy this ceduees (e “hysteretic mertia’ embodicd in e
unciioyed amd allows For o smoother private sector expinsion becau:
bonlenecks are rediced.
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With respect 4o the thind criterien, the JG Bas an inbuilt inflation control mechanizm
Chinchel], 1998, K. The eatie of 1G employment we ool employviment is defined as the

Buller Employment Batio (BER) aml it 1 this cstie that conditions the averall cae of

wage demands. When the BER &5 high, real wage demands will be comespuondingly
Bovwer, IF indflation exceeded the government's anpounced Grgel erealing winge-price
prussures Gghter fiscal policy would be inggered, restricting aggregate demand . and
iducing slack o the non-lGo secior, The BER would increase, with workers being
wansferred from the infTating sector o the fixed price I sector, Limately  this
attenustes the inflation spical (Michell and Wates, 20000 Thas, nstead of onemployment
being uwsed 1o discipling the disiibulional stmggle, the JG policy achieves it via
cosmpositional shifts insecteral emplayment.

M 3G policy introduces what muy be referred toous oose Tull emplayment”. The
demand pressures it invokes are less than i the mnemployed were folly employed o
mitrkel wages an the privale sectwon, amd there is o discuption o the relative wage
shuctore ol the private sector. The BER that resulls in stabde nflation is called the
Mo Avceleraging- Inflation- Bolfer Employment Butio oM ATBER 1 D0as o ol eaployomend
steady state 10 devel, which is dependeat on g range of Bwtors mcluding the path of the
coimy. Bs icroceenemic founndaions bear no resemblanee e those amderpinning the
neabassical NATRLL

The Tob Guarantee model is based on o omaode] of community mowhich all members
feel they Bave o meaminglul siake and s wwost disslvantiged workers are goacinieed
comploy ment oppertanibies and the security of o lving wage e b oes, 10 s 3wl
tnat 15 therefore accessilHle we the disadviantaged and 10 pobs con acconumodale iweess (o
s services. where and when. reguired.

Under e G proposal,  gumrantecd  work would  be provided  without the
wiemployment benefit bemg available. The ootion of oot abligaion’ would be
pedefined since the receipt of incoeme by the wnemployed worker would e conditemal on
Dieking o 03 job Inodhe current system, persans cligible or anemployment bene (s an
generally sequived do participate inowutoal abligaion activities e exchange foe their
patyimenn, yel the siaee tbkes oo responsibility o the Tailure of the ecomemy o gemeriie
eramgh jole, Bnoa G systeme dhe state assumses (s respomsability aml semumentes
ciployees with awand wages and comditions. We argoe that this wmngensent rellects
Cormamity merms with respect o wage and non-wage hecefits.

Somders {202 p reponts resulbis from the Coeping with Esomomic amd Social Change
PESCT survey, which was designed we focos atention v e vildue fameworks of
Awstridl s s reveaded by thieir atiiodes we change. we e couses of social proldems aml
the role of the stne in addressing them. The survey resulis showed that anindes
okl cllagation regueivements aml e degree of support provided e the anempliyed,
vary uceoading e the chinactenstics of the unemployved and respondent’s views on sucial
issues generally. Sounders (200200 arpees thin these aitinades refles deepeseated views
abwsit deservingness and responsibility For one's circomstances, We would expect thal i
creatimge  cwecumstances inowhech an individoal’s  opportunity we engage e paid
emplivymest and eaen o living wage i guarantesd, the W samilid support current social
antitudes fwands work amd aoneowoak, As o policy mechaniso e soubd, an e same Hme,
dowsipen any resentment Felt owands dhat proportion of unemplvyed persons whao are
currently perceived as vimleserving of state suppon amd assistance,

The vight to work versus the right to fncome

The JG approach forecloses the free-rider uption that 5 available w
unconditionul buasic income and creates the possibifity Mhat BY will be selt-defeats
povernment in pursuil of tas-financed social welfare goals, In a society which
value to the nation of reciprocity, the guaanieed work model ensares thal “n
proup would be sidelined as an idle underclass wholly dependent on other peuy
payments” {lackson, 1999.p.0653). . .

Finally, the JG approach plays explicit regard 1o the seale o macroecomimie
relutive i the ecosystem, I acknowledges ihat debates abou the expansion of &
demand required 1o keep pace with labour force aid productiviey growth - :n_'ul i
sulficient hours of work for undentilised labour — musl recognise the exisiing |
on our eovionment, The need 1w change the composition of final output
envirenmentlly sustainable, which are unlikely t be undertaken by ]Jri'».-ml.:_&l.:»;
due to their public good characieristics, is mken as given. 3G jobs can be designe
pot e, or make litle use of, non-renewable resources, and thal da pok pollute o
as lintle as possible. These advantages may be gained even if the BULRVILY o SETY
directly concerned with the enviconment (Forstuter, 20021 _

In addition, G jubs can help promote sustainability by providing envin
services such ss reforestation, sand done  stabilismtion and viver valley
control. Furstaler (2002) argues that a potential environmental benefin of publ
employment schemes is increasing the expertise in sustainability and su
practices available in privale industey thiough ihe moverenl of JG wol |'i.U.l-.'\
private sector, The JG proposal wold also partition decisions alaut L'!L'll\'lll-&-'
logzing From the pressure o creaie jobs in economically dhepressed regions. L]
devisions could then be made with reforence to broad  economic, s
environmental crileria.

4 Coercion and the future of work

I ihe previous section we established a preference for the Jub Guaranies in tel
ability b satisfy the essential conditions for a success il full coployment poli
the constraints of o meneiory capitalist system. The case made fw the I e
outstanding and important issues o be discossed:

L bs & compulsory J0 overly-coemcive?

7 Trocs the B madel introduce dynamics that can Lake us beyond the oppressi
pelianee on work [or income security

Fur example, Yan Parjs (1993} considers “u capitalist road o comimu
the introduction of & universal income guarantes. We will argue that the JG y
steonger evolutionary dynamic in terms of establishing hroader historical 1
away from the unemployment (amd income nsecurity ) thal s intrinsic L the
e of production. We see the 106 as a shor-run palliative and @ longer-term
historical change.
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4.0 Cloervion

IF the vast ooty of workers preler o work, then the sysiemic Gilure oo provide a
st licient quaniom of jobs imposes harsh costs that can be alleviated by ihe intodoction
of 9 )G Dn this regard, the JG s a source of freedvm — capitalist property relatinns
mitwithstanding. But il is entirely possible that some people — the “sea-changers” — do not
vitlog weork i any invinsic sense and, i confronted with ihe choice between the 10 and a
BE wonld Geke the Letter opteen every time. A blanket 3G s coercive in s impact on ihis
panticeler geoup. The B advocate would likely reconnmend o simple maodification thin
wotld Tmerely” ke dhe G voluntoy within the comes ol a nmiversal B

T understand this criticism of the T, we note thit the undedying unit ol analysis in
e B lieratwre i oan imdividual solhio appears e resemble MeGiregor™s (1900 Theory X
person. Theory X people are found in seo-classical microecommmics textbooks and are
self-centred, rational  maximisers. In this concepiion, Thurow (985 p 2161 soys
St s bastcally o prasshopper witly o homted, short-time Tovizon wha, liking leisoe,
sl b forced o work amd save, entived by rewards much greater than thiose e gets
T Jeisue”

Remforcing s comveption af Twoman behaviour 15 a libeaorian concept of freedim.
Ohptemsal coteomes reguire an individual g0 have Tree chodee amd BE proponents see a
decompling of income fram work as an essemtial step wwards moereasing chotee and
frcedunn. Foom o Marsist perspeciive, BEoflers the lnpe of tking subsistence away fiem
any meeessily fo prosece sumplis value, an besst for o given individual o tkes e B
Accordingly, pooposals like the ol Guapantee are met with dension becanse they
vepesent the antithesis of imdividual feedmm. Bven 31 e vist ougoriy ol individoaols
dlesive to be employed, o Mesille syatem seonbd alse permit those whoo did moe seant e
wirh poenjoy Dl on the income guainiee,

By denying citizens the oppartuniey e choose bepween the 100 and the mn-work
alternamve ol e BLO0 s alleged (har the JO becimes an wniccessanly coercive amd
bl systenn Hhowever, kg the orhodos govermment bsdger consteing version of the
B e vabue, conlros BE proponeits with a magor

s Tos fosisce the scheme,
somme preople Bave o sk BE as difTacult we Delieve thad all those whie are working are
clwming e work me preference o nol working, However, under capitalist prapeny
relavions, workers in general bave oo work do survive,

Wan Parijs C19 0 179 asks Cwha i Cunfuir about living off the labuor of ihiers
whem everyone is given the same possibilicy? Facing (this possibility, some sill chooese o
aley nes o Tinke paid work, Clers sl wand g work a0 b, whether For the wdditional
meney o Fon the fen of weorkisg, and theseby Doance e wniversal geant, IF the Liier
envy the Former™s idleness, why doonot they otk saic!”

There are a number of problesss with this conception of 2 free and Fair system. Firs,
vt s doe oot all Begin ar the e of the inception of the B0 Tdividuals whe, ander
different circumstances, oy have tiken the so-work aprion hove entered it
vetmiitents, ke haviag childeen. Tnothal sense, prior consteaints prevent e fiom
femjaying” dhe freedom, Second. the Bmmcing bogic Guls due fo the inberent Gilley of
cornpeesiion, The B system becomes unde fimed iF everyone chiose o be the mm-work
apion. So we are lefl with the amcommibortatle cone lusion that ueder the BL the “coercion
of work' s neatly transferred o those whi dooma dake the BL while under the 3G, the
eoercion of wink” is shared hy all.

The eighs qo wark versis ilve right to incone

Mo form of wage lubour is non-cocrcive under capitalism. The question is w
of coercion are most likely o lead 1o changes in the mode of production over
importance of the work ethic in reinforcing capitalist social relations
underestimated. We repeat Beder's (2000,p.2) observation that the problem is
remains al the “heart of capitalist culture ... and is seen as an essential chune
being human’. Mo matter how tedious i is, any work, is generally considenad
tham na work,

The BI proponents argue (hat the introduction of o universal ineomse guiran
us Celoser foeteris paribos) o communism, as defined by distribution acconding
i Van Parijs, 1993 p 1623 In other words, the BL approach contuins o dynaimi
steer suciely away from capitalism tewirds o communist stale, Mursist suppor
B see this as o major advantage, o palliative wnder capitalism but also the seed
Lir the next seetion we will consider the validiny of this clain.

4.2 Transition to the futiure of work

In Awstialia there wre several trends that ane placing our traditional notions of
inceime under stiess:

o These has been o decline in the growih of full-tme jobs gnd a strking shan
ol e prart-time wnd precacions (Borland er el 2001,

«  Unemployment has pecsisted ul high levels T nearly SO yeors.
o There is growing undencmploymment amwng pari-time winrhers,

o The sumber of marginal waorkers is rising as is (e oumber of former works
supported by disability pensions,

o There hos been o polarisation emerzing between fhose with Lo mock work
uirderemployed with oo litde (Watts and Burgess, 20040,

o Reflecting these abour market trends, Austialia is expenencing rising o
inequidity with thie botom 504 of the pepukation having & sialler meome:
the g 0% of income earners Saunders, 2001, Table 31

The funsee of paid work 15 cleary an important debate. The iwaditional maoral vi
ihe virues of work — which are exploited by the capitalist class — need o
Cleary, social pulicy can play a part in engendering this debate and hel)
peansition dynamics. However, itis likely that a non-capitalist system of work u
generation is meeded hefure the yoke of the wirk ethic and the stigmatisition of
i= Fully expunged,

The question is how 1o make this transition in light of the constraints |
places anthe working class and the state. B advocates argue that their approa
erawtly this dynamic.

Clearly, there is a nesd 1o embrace o broader concepl of work in the fir:
decoupling work and income. However, W impose this new cultine of nen-
socicly s it cumenily exists is unlikely 10 be a construclive approach.
resentment of the unemployed will snly be tansferved o ihe "Malibu surfers’!
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Social atiiudes gake time w0 evolve and are best reinfvced by changes in the
educational system, The social fabric must be reboill over time, The change in omsde
of production eough evolutionary means will mo happen ovemight. Concepts of
community wealth aml civie responsibility, thal have been eraded by the divide and
comguer individualism of the neo-liberal e, have W be restored,

5 Conclusion

Wk remaing centeal o identity and independence in comemporary. Australia and
persisient unemployment reawins the ceniral canse of income insecurity, While the
intreduction of an ancondimonal Basic Ineome las superficial appeal — as a0 means o
I amadivichls Lo snlsist without work — the model ails Lo come B grips with the
Faibure of mucroeconomic policy o proevide paid cmployment opporunities and secore
icodnes tor all.

Dhlinnder ¢ 196S.p. 1) wis right o deseribe reducing high anemployment as a “political,
cconomtie and moral challenge of the bighest onder™. In this paper, we sel oul he
conditions that must be met i ol enployment siciegy is o be both elTective aml
sustiinable, Unlike the B model, the Job Guammiee model met each of these comditions
within the constraints of @ moneinry capitalise system. Linle (19980030 notes that:

Basie Do advocales may suggest i ihe decoupding of incoane e work
perfrmmed s likely o resull o geosth el activity o the solunptary coumnunily
spliere Bt b o aesily cleasly el sy commanuniny reladisns an gaiig 1
D abevelped sufhiciently. b other woeds, pecuiiany smeasures issocided witl
basin o st by themselves, regemenite the concepl ol commmanity aind
wornre Gortling b ansd cleasly detived role for the suite is necessinry.”

5 tode for the s

ate w5 cbodied woihe Job Guarantee, It s o e beder vehicle o
pebuild a sense of community aml e extemd the purpaselul natuee of work beyomd the
creation of secplus vabue e the capitalis employer, T also provides the Tnnnework
wherehy the conept of work el can be extended and bradened o isclode activiiies
st v wonld disimiss s Deing Cleiswe” under the cwrent ideology and persusions. b
wlher words, the 10 can ke us int o convergence withe the BL aspivations via ihe
developent o comcepls of work within the work ethic paradigin.
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