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and that it depends on the Ievei of benefit: thus less favourable arrange
ments will more easily get people into jobs, even if they do not pay a living 
wage. Against that, it has been found that 8 1% of unemployed people set this 
'reservation wage' by reference to household needs, just 1 3% by reference 
to benefit Ievels and 5% with reference to both. 12 

A Department of Social Security report has shown that for the most part 
people hold reasonable expectations of the wage that they might command 
and were flexible in the kinds of werk regime that they were prepared to 
accept. lt concluded that 'the impact of respondents' reservation wage on 
the probabil ity of being back at werk is l ikely to be minimal' and that in 
addition, nearly half of those who had found werk were in fact employed for 
less than their stated reservation wage. The report categorically refutes the 
existence of widespread 'welfare dependency' and progressive 
'demotivation' .  lt confirms that 'the majority of claimants were steadfastly 
committed to finding werk and actively seeking it. 13 

There is a plethora of evidence against the disincentive theory, as wil l be 
seen in the following paragraphs. The Economic and Social Affairs Depart
ment of the TUC has brought tagether an impressive amount of evidence 
discounting the contention that unemployed people have a motivation 
problem, and that reducing benefits re-motivates them. 14 ln fact most 
unemployed people desperately want to werk: unemployment is 'not 
considered to be a viable status' because it brings 'financial ,  social and 
personal consequences' which can only 'be alleviated through finding 
work' . 1 5  

An earlier Employment Department study had also concluded 
unambiguously that 'the commonly held assumption that decreasing the 
Ievei of benefit (or witholding benefit) will cause an increase in flows off the 
unemployment register is false'. Reducing the income of claimants may in 
fact reduce the effectiveness of their job search. 16  

Cl inching evidence comes from a research publication by the official 
statistical services. lt shows that the overwhelming proportion of British men 
and women have a clear and unambiguously positive attitude to the primary 
importance in their l ife of werk, and it is actually more positive among those 
out of werk than those in werk. Such a positive attitude is even more 
pronounced in the countries of continental Europe17 in which out-of-work 
benefits are markedly more favourable than in Britain. 

The OECD jobs study published in 1 994 which was hugely influential, not 
least on social security pol icy in Britain, 18 had promoted the view that 
reducing unemployment benefit rates and entitlement periods was an 
effective way of tackling unemployment, because it increased werk 
incentives for the unemployed. Now, however, the OECD acknowledges 
that lower banefit rates actually decrease werk incentives. Using the origi
nal job study data, a recent report concludes that 'higher benefits are 
statistically associated with h igher labour market participation'. 19 

An Austrian study published in the Oxford Bulletin of Economics and 
Statistics dismisses the contention of the potential duration of the benefit 
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