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ON RECONSTRUCTING THE FOUNDATIONS OF 
POLICY TOWARD THE UNEMPLOYED* 

By EDWARD J .  O'BOYLE** 
Louisiana Tech University 

Ever thing contained in the concept of capital in the strict sense r is on y a collection of things. Man, as the subject of work, and 
independently of the work he does - man alone is a person. 

John Paul 11, Laborem Exercens 

From the very beginning, the labor force concepts employed in the 
Current Population Survey have been viewed as measures of the supply 
of labor. [Bancroft, p. 1881 Further, the concept of unemployment in 
the CPS has been seen as measuring the "extent of unutilized labor 
immediately available in the economy." [Stein, p. 14091 The CPS 
focuses on activity; that is, on what the person was doing during a 
specific week. Thus, information on the type of work done by the 
employed and the unemployed and the industry in which they labor has 
been regularly collected, extensively analyzed, and routinely reported 
for more than 40 years. 

Over the years, the distinction between workers as persons and the 
other factors of production as objects has been blurred more and more 
by the objectification of those who work. The terh "human resources" 
reflects and promotes this blurring of critical differences. Cost- 
benefitting human capital and physical capital with the same analytical 
techniques is further evidence of the reduction of workers to objects. 
Indeed, if workers commonly were perceived more as persons and less as 
objects, would humanizing work be a central issue in labor relations? 
Today, workers are seen as factors of production who (which?), when- 
ever they are idled through unemployment, effect a loss of production 
and national income. 

At the same time, however, there are other perceptions of the worker 
that influence economic policy regarding unemployment. Burns identi- 
fies three: (1) human being in need, (2) potential contributor to eco- 
nomic output, and (3) threat to the incomes of others. [Burns, pp. 275- 
2791 In a word, these attitudes can be reduced to "needing," 

"Research Associate and Associate Professor of Economics. A lengthier version was 
presented at the Third World Congress of Social Economics, Fresno, California, August 
19, 1983. The author gratefully acknowledges the advice and support of George Rohrlich 
in seeing this manuscript through to publication. Any errors or omissions, however, are 
solely the responsibility of the author. 
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"producing," "consun~ing," and "threatening." Conceptually, the last 
three are close to the activity concept in the CPS. "Needing" alone 
focuses on what is missing, on what should be there but is not. 

Even before the CPS was installed as a regular monthly survey, 
"needing," or the more familiar term "hardship," was being promoted as 
a conceptual basis for government statistics on unemployment. In 1942, 
for instance, Long recommended the hardship concept. 

An economic system may not injure the well-being of its 
members if it cannot furnish employment to very young or old 
persons, or women pregnant or w i th  young children. Ho\vever, 
since we do not prohibit or make necessary their employment, 
we ought to count their idleness as a separate problem from that 
of the legitimate unemployed. [Long, p. 141 

Later, others echoed Long's argument but to no avail. [See, for exarn- 
ple, Levine, p. 65; and Lebergott, p. 3971 Thus, in 1962, while taking 
note of the hardship issue, the President's Committee to  praise 
Employment and Unemployment Statistics reaffirmed the activity con- 
cept. 

The concepts of employment and unenlployment unclerl!~ing 
the official statistics are simple and straightforward in princi- 
ple. They depend u on the observable current activity of the 
population. . . . W f ile other independently determined con- 
cepts of the labor force are possible and might be useful for 
particular purposes, the present definition of the labor force 
should be retained. [President's Committee, pp. 13-14] 

For the next ten years, the hardship question dropped out of sight - at 
least as it relates to the CPS concept of unemplo!~ment. 

In 1974 Levitan and Taggart published E t ~ z p l o l j t ~ i e t l t  a i ~ d  Earrliilg.~ 
Inadequacy: A New Social Iildicator, niaking then1 an-long the first to 
rekindle interest in "needing." Three years later, Levitan was appointed 
chairman of the National Conlmission on En~ploynlent and Unemploy- 
ment Statistics, which was directed to "study the meaning of our labor 
force data system and to make whatever recommendations ma); be 
necessary to improve the systenl's accuracy and relevance to current 
conditions." [National Commission, p. x ]  The Commission's final report 
contained a chapter on the hardship question in which it recommended 
that the BLS prepare an annual report on hardship' but voted against a 
composite index of labor-market-related economic hardship. In his dis- 
senting comments, Levitan defended the concept of a composite index 
that would measure hardship in terms of employnient status and income 

'The first report was released by thc ULS in January  1982. [U.S. Departnrcnt of Labor, 
19821 



using information already collected by the CPS. [National Commission, 
pp. 57-81] 

In 1982 Taggart published Hardship: The Welfare Consequences of 
Labor Market Problems, which asserts that ". . . the intransigence 
towards hardship measures results more from entropy than ideology." 
[Taggart, p. 2581 Taggart, however, underestimates ideology as a source 
of resistance to the wider application of the hardship concept. With 
Burns as one notable exception, most students of unemployment are not 
consciously aware of the ideological question that opens the debate on 
unemployment. As John Paul I1 reminds us with his "man alone is a 
person" [John Paul 11, p. 311, the first question must be "Who is man?" 

PROBLEM, PURPOSE, AND ORGANIZATION 

Economic policy regarding the unemployed is linked explicitly to 
labor force concepts and estimates from the CPS which focus on 
"doing." In effect, it answers the question "Who is man?" with "Man is 
producer, man is a factor of production." Thus, unemployment policy is 
based upon and advances one concept of man largely to the exclusion of 
others. Newman suggests a reason. 

As to logic, its chain of conclusions hangs loose at both ends; 
both the point from which the proof should start, and the 
points at which it should arrive, are beyond its reach; it comes 
short both of first principles and of concrete issues. [Newman, 
p. 2161 

Newman calls attention to the overriding significance of the loose-end 
point at which the proof begins. 

. . . how many words go to make up a thoroughly valid argu- 
ment; how short and easy a way to a true conclusion is the logic 
of good sense; how little syllogisms have to do with the forma- 
tion of opinion; how little depends upon the inferentia1,proofs; 
and how much upon those pre-existing beliefs and views, in 
which men either already agree with each other or hopelessly 
differ, before they begin to dispute, and which are hidden deep 
in our nature, or, it may be, in our personal peculiarities. 
[Newman, p. 2101 

The other perceptions of man's nature are excluded because the 
debate on unemployment begins at a point short of the question, "Who 
is man?" Taggart and others doing research on hardship and advocating 
wider use of statistical information encounter resistance because they 
perceive man differently than do conventional economists. Further, 
both parties are unaware of these differences because, for both, their 
own perceptions are hidden deep in their being, out of view. 
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This article identifies the principles and related theories that bear on 
the question of unemployment and demonstrates how particular con- 
cepts of the unemployed person serve as premises to those principles and 
theories. It is those perceptions of the unemployed, more than the 
principles and theories themselves, that are hidden from view. Hy 
ferreting out those sunken concepts and linking them to specific princi- 
ples and theories, this article helps pinpoint the areas where consensus 
regarding ideology must be achieved before agreement on policy can be 
reached. 

The first section of this article enumerates the various negative and 
positive effects (norms of significance) of unemployment, the critical 
values (criteria of significance) that express those norn.1~ in n~easurable 
form, and the principles and theories associated with the various effects 
of unemployment. 

The second section discusses how these norms, criteria, principles, 
and theories are related to specific disciplines, each with its own concept 
of man and each more or less separated from the others. This section 
also suggests a reason as to why this separation occurs. 

The last section discusses the meaning of the question, "Which con- 
cept of man is most important to the problem of uneniploynient?" It is 
here that the papal encyclical on human work by John Paul I1 is 
instructive. 

THE EFFECTS OF UNEMPLOYMENT 

The effects of unemployment, positive as well as negative, constitute 
the norms by which its significance is j~idged. 

Negative F O ~ ~ J Z S  of Sigilijicallce 

The negative norms of significance consist of the effects of unemplo! - 
ment on the jobless person and on the rest of society. In both instances, 
there are, distinct effects. 

Economic Hardship The first negative effect is that unemployment 
usually results in a lowering of the current standard of living of the 
jobless person and his family. Further, a deterioration of skills and work 
habits while he is not working may adversely affect earnings on his next 
job and thereby reduce his future standard of living.' Both cases involve 

'Burgess ancl Kingstun fol~nd a significant negative col.relation between duration of 
~~nernployment for ccrtain ~~ncniployment insrrrancc bencficiariw and re-employment 
earnings. [pp. 30-311 



some economic hardship; that is, some insufficiency of economic 
resources to meet the physical needs of the jobless individual and his 
family. 

Hardship and need are normative concepts and their exact meaning 
depends on the value system of the person using those concepts. In an 
unpublished dissertation, Johnson identified 24 criteria that express the 
norm of the economic hardship of unemployment, or an equivalent 
concept, in measurable form. The most commonly suggested criterion is 
based on the family poverty standard. It states, in effect, that unem- 
ployment produces hardship whenever annual family income is, or falls, 
below the poverty threshold. In applying 15 of these 24 criteria to a data 
base derived from the Census Bureau's 1976 Survey of Income and 
Education (SIE), Johnson noted that among all persons living in Arkan- 
sas, Louisiana, Oklahoma, or Texas who were classified as unemployed, 
the proportion who could be categorized as having experienced hard- 
ship ranged from 4.8 percent when hardship was narrowly defined as 
actually receiving public housing assistance to 74.9 percent when hard- 
ship was broadly defined as family income below the BLS higher living 
standard. [Johnson, pp. 56, 1611 

Johnson also found that, for each of the 15 criteria applied to the SIE 
data base, there were major differences among certain subgroups of the 
unemployed. For example, using a criterion which defined hardship as 
household income below the poverty threshold, 12.0 percent of the 
unemployed with 1-3 years of college education compared to 59.5 
percent of out-of-work female household heads were identified as hav- 
ing experienced economic hardship: Johnson concluded that ". . . even 
if researchers were in agreement as to the proper definition and mea- 
surement of hardship, substantial differences in the rate of hardship 
would still persist across subgroups." [Johnson, pp. 157, 1751 

Johnson's research did not answer definitively the question as to 
which criterion of economic hardship is superior. Even so, he recom- 
mended the following three: (1) the household poverty criterion, (2) the 
BLS lower budget criterion, and (3) the BLS intermediate budget crite- 
rion. All three evaluate the hardship of unemployment in the context of 
the household (family and nonfamily), as opposed to the jobless individ- 
ual, and define hardship as occurring whenever household income is, or 
falls, below a specified level. According to the household poverty crite- 
rion, an estimated 18.6 percent of the unemployed were classified as 
experiencing hardship. Applying the BLS lower budget criterion, John- 
son found that 33.5 percent experienced hardship. Under the BLS 
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intermediate budget criterion, 54.3 percent encountered hardship while 
they were out-of-work. [Johnson, 11. 2001 

A 1982 BLS report defined hardship in terms of the official poverty 
standard. [U.S. Department of Labor, 1982, p. 11 The BLS criterion of 
hardship is family-centered for the unemployed person who is a family 
member and person-centered for unrelated individuals. The NLS devel- 
oped four variations of this criterion: 100-, 125-, 150-, and 200-percent 
of the poverty level. In reporting its findings, however, the BLS defined 
hardship in terms of income that was below thc 100-percent level. [U.S. 
Department of Labor, 1982, pp. 1, 26, iind 29-58] 

The BLS estimated that 14.2 percent of thc unemployed experienced 
hardship;that is, had income below the poverty standard. As regards the 
unemployed, the central finding was that thc incidence of hardship 
varies substantially by the household-family status of the unemployed 
person. 

. . . of women who maintained families and experienced 
unemployment, 48 percent had . . . income below the poverty 
level, while only 11 percent of husbands and 6 3ercent of wives 

[U.S. Department of Labor, 1982, p. 81 
k experiencing unemployment were . . . below t e poierty level. 

Taggart used three main criteria in defining econonlic hardship. The 
first, inadequate individual earnings, defined hardship in terms of the 
minimum wage. The second, inadequate family earnings, compared 
earnings and the poverty standard. The third, inadequate family 
income, compared income and the poverty level. The first criterion is 
person-centered, the second and third are household-centered. 

For all three criteria Taggart developetl three variations: 100-percent 
level, 125-percent level, and 150-percent level. When wages, earnings, 
or income were below the 100-percent level, severe hardship was said to 
have occurred. When they were below the 125-percent level, intermedi- 
ate hardship occurred. When they were below the 150-percent level, 
moderate hardship was encountered. [Taggart, pp. 16-1713 Taggart's 
nine criteria are summarized in Table 1. 

Taggart applied these nine criteria to various subgroups in the work- 
ing population. Hardship was determined only for those persons who 
were in the labor force at least 27 weeks during the year. [Taggart, 
p. 381 His findings confirm that the impact of hardship varies from one 

"sing his criteria, Taggart assesscd the econo~nic hardship of threc subgroups in the 
working population which \\ere defined in terms of numl>cr of weeks in the labor force 
over thc course of thc calendar ?car. [[I. l 'i] 



subgroup of the unemployed to another. 
Hardship, like unemployment, is most likely to affect women, 
minorities, ounger and older workers, those with limited edu- 
cation, wor z ers in blue collar and service jobs, and residents of 
nonmetro olitan areas and large central cities. As a general 
rule, the \ urdens of hardships are even more maldistributed 
than the burdens of unemployment. [Taggart, p. 2641 

Clearly, Taggart, the BLS, and Johnson agree that unemployment 
affects different persons and families differently. For lack of a better 
term, the author calls this finding "the principle of the differential 
incidence of economic hardship." At present, there is no recognized 
theory of the economic hardship of unemployment, and, until there is 
agreement on how hardship is to be defined and measured, a theory 
that unifies and explains the facts of hardship will not emerge. 

Table 1. Taggart's Nine Criteria of Economic Hardship 

Inadequate Inadequate Inadequate 
Individual Family Family 
Earnings- Earnings- Income- 
unemployed unemployed unemployed 

Level person's person's person's 
of own earnings family earnings family income 

Hardship below: below: below: 

Severe 100 percent of 100 percent of 100 percent of 
minimum wage poverty level poverty level 

Inter- 125 percent of 125 percent of 125 percent of 
mediate minimum wage poverty level poverty level 

Moderate 150 percent of 150 percent of 150 percent of 
minimum wage poverty level poverty level 

Better than anyone else, Becker demonstrates how the findings of 
Johnson, the BLS, and Taggart help bring about agreement. His 
remarks were made more than 20 years ago and relate to the issue of the 
adequacy of benefit amount in unemployment insurance. Even so, they 
bear directly on the broader issue of the economic hardship of unem- 
ployment. 
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Among their other uses the studies of benefit adequacy serve 
one useful purpose precisely at this point. They help to bring 
about a more explicit social commitment as to what we expect 
in both these areas. By revealing how beneficiaries actually 
manage when unen~ployed, the studies enable 11s to spccify 
with greater particularity where the system does or does not 
meet our expectations. Previously we may have been uncertain 
about the adequacy of the system because we were unable to 
state even to ourselves what adequacy meant. When we have 
seen how the present system actually operates, and our implicit 
norms have become esplicit, we are in a better position to 
decide to keep or change the norms. [Becker, 1961, p. 151 

Physical and Mental Hardship' The second negative effect is that uneni- 
ployment may lead to physical or mental hardship for the jobless person 
and for others in the family. By physical hardship is meant a deteriora- 
tion of physical health or well-being. By mental hardship we mean a loss 
of status or self-esteem which normally derives f ro~n  work itself. 

Commonljl, insurance against health-care expenses is linked to one's 
employment. For that reason, unemployment may result in physical 
hardship, economic hardship, or both. To the extent that the unem- 
ployed actually forego needed health services for lack of the required 
insurance protection, physical hardship results. ?b the extent that their 
expenses increase in order to maintain this protection, economic hard- 
ship worsens. 

Theoretical developments have proceeded much further in the case of 
physical and mental hardship than in the case of economic hardship. 
Central to these developments is the concept of psychological stress. 
Simply put, unemployment triggers psychological stress which, in turn, 
produces negative physical- and mental-health outcomes. Brenner 
established a statistical correlation between changes in econon~ic condi- 
tions and, for instance, death attributed to heart disease [Brenner, 1971, 
p .  6091 and suicide. [Brenner, 1976, p. 691 In both studies, Brenner 
used a psychological stress model to generate his findings. 

Catalano and Dooley, however, suggest two hypotheses to explain the 
association between mental health and the economy: the provocation 
hypothesis and the uncovering hypothesis. The first asserts that chang- 
ing economic conditions actually provoke disorders among persons who 
previously were healthy: a cause-effect relationship between the econ- 

lI11 this section on thc physical and n~erltal harclship of unenrplo!:n~cnt, the alltilor clra\vs 
hca\.ily from L.  M. Collvillion. HcIotioi~shi/~s Retrccc~ll Lobor Mnrkct E.'/~(~ricrrcc ot~tl  
Afel~tul IIcaltl~ Stutns: Tllc I,orri.sin~~n Cosc. 1072-1')77. unpllhlisl~cd doctoral clissertation: 
Louisiana Tech Univcrsit!: l9S2. 
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omy and health status is affirmed. The second hypothesis argues that 
changing conditions uncover already existing 'but untreated cases of 
disorder: the cause-effect linkage is denied. Catalano and Dooley assert 
that, because of the aggregate nature of the data used in studies such as 
Brenner's, the provocation hypothesis has not been validated convinc- 
ingly. [Catalano and Dooley, pp. 175, 178, and 1851 

Couvillion's research avoided the problem of the misleadingly high 
correlation coefficients associated with macro data. Using micro data 
derived from the records of public mental health clinics in Louisiana, 
Couvillion evaluated the relationship between mental health status (the 
dependent variable) and employment status (one of several independent 
 variable^.^ Two theories, the economic loss theory and the intolerance 
theory, were incorporated into a mental health model. The economic 
loss theory argues that economic change directly precipitates a change 
in mental health. The intolerance theory asserts that changing eco- 
nomic conditions indirectly precipitate a change in mental health by 
changing the psychological stress on the jobless individual, leading to 
rejection by his primary support group. The dependent variable was 
constructed around three types of mental disorder: transient situational 
disturbance, neurosis, and psychosis. Couvillion's findings provided 
support for the economic loss theory and the intolerance theory. He also 
affirmed the provocation hypothesis: a person's mental health status is 
affected by his employment status. [Couvillion, pp. 193-200, 206-209, 
282-2841 

Using the same clinical records, along with a labor market model that 
incorporated the human capital theory and the work-leisure theory, 
Couvillion re-evaluated the two key variables of the mental health 
model. Mental health status, the dependent variable in his mental 
health model, became one of several independent variables in his labor 
market model. Similarly, employment status, an independent variable 
in his mental health model, became the dependent variable in his labor 
market model. His findings supported both the human capital theory 
and the work-leisure theory, although the evidence was stronger for the 
latter than for the former. Further, he was able to affirm that a person's 
employment status affects his mental health status. [Couvillion, pp. 
132-1921 

Thus, Couvillion validated the theoretical argument from the mental 
health field, that employment status affects mental health status, and 

sReliable data on unemployment status were not available from this source. 
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the opposite theoretical argument from the labor economics field, that 
mental health status affects employment status. Because he used the 
same data in validating both models, Couvillion was able to assert that 
both models and their related theories are incomplete. He concluded 
that there is a need to develop a more comprehensive the or!^ to explain 
how mental health status and employment status are intertwined. 
[Couvillion, p. 2911 Such a theory, which he called the mutual causality 
theory, has yet to be developed. As regards the effect that unemploy- 
ment has on a person's health, we are left for the present with two 
defective theories: the economic loss theory and the intolerance theory. 
Criminal Behavior The third negative effect is that unemployment 
map trigger criminal behavior in the jobless individual. Students of 
criminal behavior regard it as a problem in abnormal psychology [Cata- 
lano, p. 1781, and, for that reason, this effect might have been pre- 
sented in the preceding section under mental hardship. It  is presented 
here for two reasons. First, criminal behavior bears directly on society 
at large whereas mental hardship of the lloncriniinal type is confined to 
the unemployed person and his family. Second, among criminologists 
there is no widely accepted theory clearly explaining crime [Catalano, 
p. 2121 and, therefore, no convincing case for classifying criminal 
behavior as a form of mental illness. 

Criminal behavior may be directed toward and adversely affect other 
persons, society's institutions, or both. The first type involves a coercive 
redistribution of wealth and bodily injury to the victim. In the late 
1960s and early 1970s, the U.S. Department of Labor emphasized the 
close relationship between youth unemployment and criminal behavior. 
[U.S. Department of Labor, 1968, p. 79 and 1972, p. 911 The two were 
linked by the frustrated-aspiration theory which since has been discred- 
ited because of the failure of war-on-poverty programs that were prem- 
ised on that theory. [Catalano, p. 2121 In the mid-1970s, Brenner 
reported a correlation between homicide rates and in~prisonn~ent rates, 
on the one hand, and unemployment rates, on the other. [Brenner, 
1976, pp. 70-721 Child abuse and wife beating son~etimes are associated 
with unemployment. 

The second type of criminal behavior is directed against society's 
institutions, is destructive of social order, and is exemplified by the civil 
disorders of the 1960s. The Kerner Comn~ission called attention to the 
relationship between unemployment and disorder. 

Unemployment and underemployment are among the per- 
sistent and serious grievances of disadvantaged minorities. The 
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pervasive effects of these conditions on the racial ghetto is 
inextricably linked to the problem of civil disorder. [National 
Commission on Civil Disorders, p. 2311 

The discrediting of the frustrated-aspiration theory means that con- 
temporary criminology has no commonly accepted theory to explain 
criminal behavior. Catalano has suggested that a new theory be devel- 
oped out of a synthesis of the learning theory, which states that criminal 
behavior is learned and is not symptomatic of deeper imbalances, and 
the ecology theory, which ties criminal behavior to economic change 
through the concept of the human ecosystem. [Catalano, pp. 212-2151 
For lack of a better term, the synthesis might be called the learning- 
ecology theory. 
Loss of Production and Redistribution of Income The fourth and final 
negative effect is that unemployment restricts aggregate supply and 
aggregate demand, thereby reducing national product. Further losses 
may turn up after the jobless have been re-employed; those losses are 
attributable to a deterioration of skills and work habits during the 
period of their unemployment. 

Additionally, to the extent that society helps the unemployed through 
public programs of aid, unemployment has a distributional effect. 
Perhaps the best example of this effect is the experience-rated unemploy- 
ment insurance tax which makes unemployment a cost of production 
and integrates that cost into the price structure which, in turn, affects 
the allocation of resources. Becker has described the effect on the 
allocation of resources as "sizable." [Becker, 1972, p. 3091 

The dimensions of the production effect and the distribution effect 
are theoretically evaluated through welfare theory and the principles of 
Pareto optimality. These tools are part of mainstream economics and 
this article has nothing to add to this area. 

The rate of unemployment proxies for gross national production as a 
critical value that expresses the norm of the loss of production in 
measurable form. One reason for proxying the one for the other is 
timeliness: the unemployment rate is estimated monthly whereas gross 
national product is available only on a quarterly basis. Later we explain 
why the one proxies for the other. 

Whereas the rate of unemployment is used properly as a proxy crite- 
rion of the loss of production, it is used improperly as a direct measure 
of economic hardship. The BLS identified this misuse about 20 years 
ago. 

Government statistics on unemployment measure the extent 
of unutilized labor immediately available in the economy; they 
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have never been intended as a measure of financial need or 
hardship. [Stein, pp. 1409-14101 

This misuse seems to derive from the fact that uneniployment is a count 
of persons and from the presun~ption that everyone who is unemployed 
experiences economic hardship. That presumption may have had uni- 
versal validity years ago. Today it does not, as HILS Cornmissioner 
Norwood pointed out recently. 

There are those who believe that all of the unemployed are in 
dire financial straits, and others who dismis\ the I~roblen~s  of 
the unemployed, thinking that thcir burdens are relieved by 
unernployment con~pensation and the earnings of other fa~nily 
members. Neither of these \ ie\vs is totally correct: there is a 
wide range of circurnstanccs among the 1111emplo)ed. [Nor- 
wood, 11. 301 

The positive norms of significance consist of the good effects of 
unemployment on the jobless person and on the rest of society. As with 
the negative norms, there are four effects. 

Increaser1 Hoilze I'roclriction The first positive effect is that the unem- 
ployed person and his family may produce more goods and services at 
honie. Home production involves choosing between market-produced 
goods and home-produced goods as a rileans to meet physical needs. 
Thus, estimating honie production is a problem in household consump- 
tion theory 

Value-added is the appropriate criterion of increased home produc- 
tion. Two approaches have been suggested for estimating the value of 
home production: the market-price approach and the opportunity-costs 
approach. Gronau asserts that "both approaches seem equally unsatis- 
factory" and "understate considerably the value added." He substitutes 
an approach that theoretically accounts for the value of market inputs 
to home production. However, those inputs are unknown, and his 
approach is "a first expedition into an unexplored land." [Gronau, pp. 
414-4151 

Clearly, increased home production is closely related to econonlic 
hardship. We have treated them separately because economic hardship 
is a problem as to the sufficiency of the householcl's economic resources 
(which were generated in the market economy) to command market- 
produced goods which, in turn, are used to satisfy physical needs. 
Further, home production is not taken into account in other hardship 
studies. 
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Better Job Briefly, the second positive effect is that the unemployed 
person may use his unemployment to find a better job. A simple coni- 
parison of the pay on.his last job and the pay on his new job will suffice 
to determine if the new job is better than the old one. 

Further, during his search for work, the unemployed individual may 
pass up opportunities to work in order to extend his search for work in 
anticipation of finding a better job later. A comparison of the wages 
paid on the job finally taken and the wages foregone on the jobs that 
were passed up is sufficient to determine if the gamble was worth it. 
This kind of behavior on the part of the unemployed is seen as an 
investment in labor market information, is motivated by utility maximi- 
zation, and is explained by job search theory. 

Moderation of Inflation The third positive effect - the association 
between unemployment and inflation - is one that has stirred great 
controversy among economists over the last 15 years. This controversy is 
too wide and deep to summarize properly in these pages. Some econo- 
mists argue that the Phillips, curve certainly is dead. Some assert that it 
probably is dead. Others claim that it is dead in the long run but not in 
the short run. 

A short-run tradeoff with no long-run tradeoff is explained by the 
theory of rational expectations. According to its proponents (the acce- 
lerationists) the tradeoff lasts as long as inflation is not fully anticipated. 
In brief, if the expected rate of inflation is higher than the actual rate, 
workers will undervalue the real value of nominal-wage increases and 
will quit in greater proportions, thereby increasing the rate of unem- 
ployment for a time. Conversely, if the actual rate is higher than the 
expected rate, workers will overvalue wage increases and will quit in 
smaller proportions, thereby decreasing the rate of unemployment. As 
soon as the expected rate comes in line with the actual rate, unemploy- 
ment will return to the natural rate. In the long run, there is no tradeoff 
between inflation and unemployment because the actual rate of infla- 
tion becomes the expected rate and unemployment settles at the natural 
rate. To the accelerationists, the chain of causality runs from wage and 
price inflation to unemployment. 

The original theoretical foundations of the Phillips curve were sub- 
stantially different. Using excesslinsufficient demand theory, the chain 
of causality ran from unemployment to inflation. Whenever labor 
demand is insufficient for the supply, that is, whenever the rate of 
unemployment rises, wages and prices will fall. Thus, lower unemploy- 
ment has the effect of accelerating inflation; higher unemployment has 
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the effect of moderating inflation. The persistent stagflation of the 
1970s was the undoing of the original theoretical foundations of the 
Phillips curve and the reason so many economists pronounced it dead. 

Further discussion of the controversy as to the relationship between 
unemployment and inflation is beyond the scope of this article. Here our 
argument is simply that the precipitous fall in the rate of inflation from 
double-digit figures in 1979-1981 and the dramatic rise in the rate of 
unemployment to the double-digit level in 1982-1983 suggest that the 
original theoretical foundations of the Phillips cr.lrve may be naive but 
are not thoroughly discredited. Thus, there appears to be some cause- 
effect relationship between unemployment and inflation, and, for that 
reason, the Phillips curve would serve as a criterion for the norm of the 
moderation of inflation. 

Private and Efficient Allocatiorl of Labor Ne,soztrcc.s Uneniployn~ent is 
the means by which resources are allocated privately and efficiently. 
This is its fourth and final positive effect. Typically, this effect is o\.er- 
looked in any evaluation of the meaning of unemployment. The Fish- 
mans, however, elaborate on the linkage between unemployment and 
private control of labor resources. 

Freedom of movement into and out of the labor force, free- 
dom to change jobs, and freedom to accept or re'ect job offers 
for personal reasons are rights that are guarantee d to citizens of 
the United States. They are related to our most basic and most 
cherished political and econon~ic institutions. We cherish also 
our freedom to begin operating a new enterprise (business, 
professional, or farm) or to discontinue an existing enterprise. 
We are reluctant to tamper with the basic institutions affecting 
labor-management relations in this country bp denying workers 
the right to strike. As long as their rights exist, there will always 
be some men and women who are uneniployecl, no matter how 
high the level of economic activity. [Fishman, p. 681 

Becker, Haber, and Levitan also acknowledge the ties between unem- 
ployment and efficiency. 

In a free economy, uneniployment - more exactly, the threat 
of unemployment - plays an essential role in the allocation of 
resources. This holds whether the resource be capital or labor. 
The allocation of resources in a free economy is unavoidably 
dependent on the possibilitj. that a resourcc will be unemployed 
if the owner of the resource sets too hi h a price on it or makes 
some other "bad" economic use of it. I f the threat of unemploy- 
ment should ever become ineffectual, the task of allocating 
resources would have to be assumed by the coercive pobver of 
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government - that is, there would no longer be a free 
economy. . . . [Becker, Haber, and Levitan, p. 2921 

The theoretical foundation for unemployment insuring the efficient 
allocation of resources is the marginal productivity theory. A worker 
moves toward those jobs where his contribution to the production proc- 
ess and his reward are greatest because his value as a worker depends on 
his contribution. In that sense, workers move toward employment 
opportunities that represent the most efficient utilization of their skills 
and talents. The threat of unemployment restrains the worker from 
demanding more than his due. Thus, unemployment is the means by 
which the private enterprise system reallocates labor from sectors where 
demand is decreasing to sectors where it is increasing. 

Efficiency and freedom are intertwined with unemployment in ways 
that the other norms are not. For example, higher or longer unemploy- 
ment generally means greater hardship. How much depends in part on 
the criterion of hardship one uses. Thus, criteria of hardship are criti- 
cally important. 

In contrast, more unemployment does not mean more efficiency or 
more freedom. Nor does less unemployment have the opposite effects. 
There is no need to develop criteria of efficiency and criteria of freedom 
because neither efficiency nor freedom changes as unemployment fluc- 
tuates. Both are the constant companions of unemployment. 

SUNKEN CONCEPTS OF THE UNEMPLOYED INDIVIDUAL 

The various positive and negative norms of unemployment, along 
with their associated theories, principles, and criteria, are addressed by 
different sets of research specialists who see the unemployed from differ- 
ent perspectives. Some of these research specialists are in distinctly 
different disciplines such as criminology and physical health. Others are 
specialists in certain sub-areas in the field of economics. 

Each specialist sees and studies one or two of the several aspects of the 
person of the unemployed individual. For example, the specialist in 
criminology sees and studies only the criminal behavior of the unem- 
ployed. Each one focuses on a certain aspect of the person of the out-of- 
work individual in order to address that aspect more intensely and to 
understand it more completely (much the same way the photographer 
focuses on one subject within his field of vision). Other aspects, even 
when they are closely related, are mentally blocked out. Thus, the 
specialist's view amounts to tunnel vision and reflects the way in which 
educational institutions have fragmented the universe of knowledge. 
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In the section on physical and mental hardship, Couvillion's findings 
using two models and two interchangeable variables were reported. In 
the mental health model, mental health status was the dependent 
variable and employment status was one of several independent varia- 
bles. In the labor market model, these variables were reversed. In order 
to develop these models properly, Couvillion read extensively two bodies 
of literature - mental health and labor economics. His review of the 
literature in these two fields provides eviclence as to the tunnel vision, 
even among research specialists using some of the same variables. 

. . . rarely, if ever, do [mental health specialists and labor mar- 
ket specialists] cross the invisible line which separates onc field 
from the other and make effective use of research findings from 
any field other than their own. . . . Manpo\ver economists do 
not cite the \srorks of public health scholars and vice versa. Eben 
when close parallels exkt betweerr the studies, the trairlir~g alrd 
attitudes of each group o research~rs clct as a barrier to prevent 
tlaefree irltercl~atrge of i f eusfron~ olrefield to crt~otlzer. [Couvil- 
lion, p. 82; emphasis added] 

To escape from this tunnel vision it is necessary to back out of the 
tunnel and to climb to a higher le\lel. Figure 1 provides a "hill-top" view 
of the problem of unemployment where the various aspects of the 
person of the unemployed individual more likely are seen ancl inte- 
grated. 

Research on economic hardship is the domain of the social sciences 
and "breadwinner" is the special aspect studied by social science special- 
ists (See A, Figure 1). To explain, the social scientist is interested in how 
the unemployed person and his family manage their financial affairs 
during a spell of unemployment. In his Hasdship: 2'11e \Velfclrc C0n.w- 
qz~rzces of Labor Market Prob1e~rt.s. Taggart uses some form of the word 
breadwinner at least 24 times. His work is resisted because breadwinner 
is not the dominant concept of the unemployed among those \\:hon~ he is 
attempting to instruct. Those persons see the unemployed as unutilizecl 
labor (see D), worker (see G), consumer (see F): or something else, but 
not breadwinner. Newman's remarks are worth quoting a second time. 

. . . how little syllo isms have to do \\lit11 the formation of 
opinion; how little 8 epends upon the inferential proofs; and 
how much upon those pre-existing beliefs ancl views, in which 
men either already agree with each other or hopelessly differ, 
before they begin to dispute, and ~vhich are hidden deep in our 
nature. . . . [Ne\vman, 11. 2101 
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Thus, Taggart is mistaken in asserting that ideology plays no part in the 
resistance he has encountered. [Taggart, pp. 257-2611 

Two other comments regarding sunken concepts of the unemployed 
are in order. First, the rate of unemployment does not measure eco- 
nomic hardship because it is not based on the concept "breadwinner;" 
that is, it does not relate to how the unemployed manage their financial 
affairs. Rather, it proxies for a loss of production because it is based on 
the concept "unutilized labor."Vut differently> the rate of unemploy- 
ment is not an income concept. It is an activity concept and the activity 
for which it proxies is production. Second, the health sciences study the 
unemployed to determine what happens to their physical and mental 
well-being since, for many, work is a major source of self-esteem. That 
is, the health scientist focuses on the jobless person as a builder-creator. 

THE UNEMPLOYED INDI\rIDUAL AS PERSON 

A comprehensive policy for the unemployed must take into account 
every positive and negative effect that unemployment has on the person 
unemployed, the family, and the rest of society. A central obligation of 
the student of unemployment is to provide accurate estimates of the 
dimensions of those effects. To the extent that those effects are inter- 
twined, the researcher is required to step outside the narrow confines of 
his subspecialty in order to meet his central obligation faithfully. 

A central obligation of the policy maker is to sift and weigh those 
findings in such a manner as to address the most critical effects first. 
Insofar as he enters the domain of policy, the researcher shares the 
obligation of the policy maker. This means that he must decide how the 
various sunken concepts of the unerllployed individual are to be 
ordered. That is, he must address the following question: Most funda- 
mentally, what is the essence of the unemployed individual? 

Laboreni Exercens supplies the answer: ". . . man alone is person." 
The essence of person is to be made in the image and likeness of God: 
". . . man alone has the unique characteristic of likeness to God." As 
regards work (or lack of work), the essence of man is to create: "Man 
ought to imitate God both in working and also in resting, since God 
Himself wished to present His own creative activity under the form of 
work and rest. . . ." It is the knowledge that through work man shares 
the work of creation that supplies the most profound motive for under- 
taking work. [John Paul 11, pp. 31, 58, 591 

hSee BLS staffer Stein, quoted prwiouslv 
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It  follows that lack of work denies man an opportunity to develop his 
unique characteristic - his likeness to God. For that reason, the most 
destructive effect of unemployment is physical and mental'hardship 
which diminishes man as builder-creator. Further, from the standpoint 
of theory, the greatest need at the present time is a mutual causality 
theory which would explore in detail how and to what extent lack of 
work destroys man the builder-creator; that is, how unemployment 
attacks the most fundamental aspect of his person. 

The other effects of unemployment are the more serious insofar as 
they make man less like God. In other words, they are the more serious 
to the extent that they make man more like the other factors of produc- 
tion, more an object and less a person. Policies and practices that have 
the effect of making man less like God and more like a factor of 
production are indefensible: ". . . work is 'for man' and not man 'for 
work'. . . ." [John Paul 11, p. 171 

Finally, the unemployed need more than programs, such as income 
maintenance, that merely alleviate their economic hardship. As 
Laborem Exercens affirms, ". . . a person is more precious for what he 
is than for what he has. . . ." [p. 611 The unemployed need programs 
that prevent unemployment or, failing that, cure it. Alleviating unem- 
ployment sees to it that man has more. Curing or preventing it helps 
assure that he is more. 
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