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Gebhard Kirchgdssner

Critical Analysis of Some Well-Intended Proposals
to Fight Unemployment

Abstract: In this paper it is asked whether it is meaningful to state a ‘right to work’
as a basic human right to be written down in the constitution, for example, whether
working time should generally be reduced, and whether those who do not have (or find)
a job should get a guaranteed minimal income. All three demands have to be rejected,
at least in the radical form in which they are often stated. They cannot be realised at
all or at least not without impairing other basic human rights. Finally, it is asked what
can be retained from these (usually well-intended) demands.

0. Introduction

The functioning of the labour market or its regulation, respectively, is quite of-
ten the object of claims with an ethical demand, be it the demand for a right
to work, a more equal distribution of the existing labour or a minimum wage
(see, for example, papers in this volume, but also Gorz 1989; v. Parijs 1991;
1992; 1995; Ulrich 1995; 1996). This is not astonishing as the labour market has
some rather peculiar properties. On the one hand, it is functioning like any other
market; there is supply and demand, and a contract is agreed upon whenever
the wage offered for a job is higher than the reservation wage (i.e. the minimum
wage that would be accepted) of the person who demands this job. On the other
hand, labour markets are of utmost importance for most people in our society.
We still live in a labour and consumption society where paid employment is
crucial and the possibilities for consumption depend substantially on our labour
income. These possibilities determine to a large extend the participation chances
in our society. Thus, self-esteem as well as personal welfare largely depend on
whether we have paid employment and on what kind of work we do. Only a very
small part of the population is wealthy enough to finance a decent human life
without any additional labour income. This means that most of those who do
not have such an income sooner or later become dependent on others or on the
government by receiving social assistance. The latter in particular not only large-
ly reduces their consumption possibilities, but also impairs their self-esteem. As
more recent studies for several countries show, unemployed persons are—ceteris
paribus, i.e. with the same income—Iless satisfied with their life than employed
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people (see, for example, Gerlach/Stephan 1996; Di Tella/MacCulloch/Oswald
2001; Stutzer/Lalive 2002).

Because the labour market is so crucial for the life of the members of our
modern society, there are strong incentives to regulate this market. On the one
hand, this is done by establishing unions of employers and employees, i.e. bilate-
ral cartels, in order to improve the bargaining situation in this market. On the
other hand, the market is controlled by governmental regulations, for example
with regard to occupational safety measures, minimum wages, or layoff rules.
Such regulations do not necessarily, but might have the effect that the equili-
brium in this market is lost because supply is larger than demand (oversupply)
or demand larger than supply (overdemand). Overdemand does not pose any
problems because rising wages will reinstall equilibrium, while oversupply cau-
ses problems because it leads to ‘involuntary unemployment’, i.e. a situation in
which there are potential employees who are willing to accept a job in line with
the existing wages and working conditions and who are also qualified for this
work but who do not find a job because employment is ‘rationed’.

In fact, Europe has been in such a situation since a long time. There is mass
unemployment in many countries, sometimes with unemployment rates above 20
percent, in some regions even above 50 percent (on the analysis of the European
development see, for example, Nickel 1997; Karanassou /Sala/Snower 2003; Blan-
chard 2006). This development started in the seventies of the last century, and
while there was some indication of a significant reduction of the unemployment
rate in recent years, the new financial and economic crisis threatens to lead (at
least in some countries) to even higher levels of unemployment than before. At
the moment, politics does not seem to be able to turn around this development.

Depending on the political view, there are different perspectives of this de-
velopment. People on the right (bourgeois) side of the political spectrum, who
have (at least to a large extent) accepted the neo-liberal paradigm of econo-
mic policy, complain that mainly labour market regulations lead to the obvious
malfunctioning of this market. They therefore demand de-regulations, i.e. a re-
duction (or even abolishment) of minimum wages, a softening of layoff rules, or
a reduction of unemployment benefits.! Only a liberation of the labour market
from its (governmental and other) ties can in the long run reinstall full employ-
ment. Positive examples of this approach can be seen in the United States, the
United Kingdom, New Zealand, but also in the Scandinavian countries and the
Netherlands, where employment has increased since the beginning of the nine-

I In Germany, this position is taken in particular by the ‘Stiftung Marktwirtschaft’. See, for
example, Deutschland im Reformstau, Argumente zu Marktwirtschaft und Politik 73, Okto-
ber 2002, 3ff. (http://www.stiftung-marktwirtschaft.de/module/argument73.pdf, 05/04/09).
But see also Siebert 1997 or Bertold 2001, as well as the critique of this orthodox view by
Howell/Glyn/Baker/Schmitt 2007.
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ties.2 Last but not least, the Hartz legislation has contributed to a reduction of
German unemployment during recent years.?

People on the left side of the political spectrum take quite a different stance.
In their perspective, Germany has followed such a policy not only since the Hartz
reforms but already since the ‘change’ in 1982 or at least since the beginning
of the nineties, though without much success. In the Kohl area, besides other
measures, property taxes were abolished and continued pay in the case of sickness
as well as unemployment benefits were reduced, but there was no or at least no
visible effect on unemployment. The same holds for the tax reductions during
the first part of the Schroder government. The positive examples of the United
States and the United Kingdom (and perhaps also of the German Hartz reforms)
are acknowledged, but this goes at the expense of a growing number of ‘working
poor’; i.e. of employees who do have a job but who do not earn enough for a
decent human life (see, for example, Ulrich 1996, 21). From this perspective, a
fundamental re-orientation of labour market policy is necessary (see, for example,
Gorz 1989; Ulrich 1998).

We are therefore in a situation where, depending on the political (ideologi-
cal) point of view, completely different conclusions are drawn from the failure
of conventional labour market policies. It is possible to claim that these policies
were wrong, the proof being their failure. But it is also possible to claim that
they were unsuccessful because they were not forceful enough, and that today’s
situation could be much worse if the measures of the Kohl and Schroder go-
vernments had not been implemented. It is possible to argue for both positions
consistently and plausibly.

The three perhaps most important policy options proposed by the critics of
conventional labour market policy are the right to work, a general reduction
of working time, and a guaranteed, unconditional minimal income, be it in the
form of a basic income or a negative income tax.* However, such proposals only
make sense if they can be realised at all and without major negative side effects.
Thus, before such demands are raised, their feasibility should be checked.?

This is to be done in this paper. We will ask whether it is meaningful to state
a ‘right to work’” as a basic human right that is written down, for example, in
the constitution (Section 1), whether working time should generally be reduced
(Section 2), and whether those who do not have (or find) a job should receive
a guaranteed minimal income (Section &8). The result of our analysis is that all
three demands have to be rejected, at least in the radical form in which they are

2 See for this the corresponding contributions in Sarfati/Bonoli 2002.—For an overview of
the unemployment development in the OECD countries since the last 20 years, see OECD
2008, 261ff..

3 For a cautiously positive (but not undisputed) evaluation of the Hartz TV-reforms see
Sachverstandigenrat 2007, 341ff..

4 The claim for a guaranteed, unconditional basic income is the most popular one of these
three claims at the moment. In 2006, there was even a new journal founded on this issue, Basic
Income Studies.

5 In particular in Germany, there is also a discussion about minimum wages, but here
the objective is not a reduction of unemployment but the prevention of a class of working
poor, even at the expense of some increase of unemployment. See for this debate, for example,
Dolado/Felgueroso/Jimeno 2000; Boadway /Cuff 2001 and Knabe/Schéb 2008.
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often stated. They cannot be realised at all or at least not without impairing
other basic human rights. Finally, it is asked what can be retained from these
(usually well-intended) demands (Section 4).

1. The ‘Right to Work’

Should we include the ‘right to work’, i.e. the right for a job with a sufficient
wage to ensure a decent human life, as a basic human right into the national
constitution, as this is done, for example, in article 23, clause 1, of the Universal
Declaration of Human Rights of the United Nations: “Everyone has the right
to work, to free choice of employment, to just and favorable conditions of work
and to protection against unemployment.” (For a discussion of this right see,
for example, Mundlak 2007; Risse 2007.) This is exactly what is sometimes
demanded.® For such a demand to make sense, two conditions have to be fulfilled:
First, it has to be justified why, in particular, a right for paid employment is
demanded. Despite the fact that this demand currently has many adherents, it
is by no means trivial to provide such a justification. No member of our society
is forbidden to work, and there are many opportunities. The problem is to find
an employment with an acceptable salary. Moreover, paid work is often not very
pleasant; if we were not forced to work in order to finance our life, many of
us would abstain from work (or at least from its unpleasant parts). But why
should something be written into the constitution that many of us do not really
strive for, because we only need it as a means for other purposes? Second, it
has to be shown that the entitlements of the individuals resulting from such a
constitutional right can be realised without (or at least without largely) impeding
other basic rights of the individuals.

An attempt could be made to justify such a right with the argument that,
as mentioned above, paid employment is the usual way to earn income in our
society and that income is not only necessary to secure physical subsistence
but that it also provides the means for a full participation in our society.” It
will hardly be questioned that people in our society need an income, but this
argument does not imply that such an income necessarily has to come from paid
employment. The argument shows at best that individuals have to have some—
culturally determined—minimal income, and that this income has to be above
the physical subsistence income. This right might be connected to the obligation
that, if possible, individuals have to do some work benefiting those who pay

6 See, for example, the Resolution dber die Verankerung des Rechtes auf Arbeit im Grund-
gesetz der Bundesrepublik Deutschland in Moltmann 1979, 147f., but see also Pfannkuche
1996. Steinvorth 1996 also voted for such a right, but in the present volume (2009) he instead
advocates a ‘right to develop one’s capabilities’ which finally results in a demand for a ba-
sic income.—The right to work discussed here is totally different from the conception of the
‘Right-to-Work Laws’ in some U.S. states like Nevada, Utah, or Idaho. The purpose of these
laws was that workers do not have to join a trade union or pay union member fees in order to
get a job. See for this, for example, Moore 1998 or Dinlersoz/Hemandez-Muurillo 2002.

7 Attempts to justify a right to work which came to the conclusion, though, that such a
justification is not possible, have been performed, for example, by Elster 1988 or Rippe 1995.
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them; yet this does not include the right to a sufficiently paid employment in
the (private) official economy.

Thus, a right to a sufficiently paid employment has to be justified differently.
One might try to justify it by the self-esteem often connected with paid employ-
ment. However, this argument is not convincing either. Besides paid employment,
there are many other ways to acquire self-esteem, for example by doing voluntary
work in politics or social (non-profit) organisations or by bringing up children.
This does not have always to be the case, but it can be, and self-esteem stem-
ming from paid work would only be a strong argument for a right to work if this
were the only or one of very few ways to acquire self-esteem. But this is not the
case. There are many people who work to secure their livelihood and who do not
gain any self-esteem from this work, but rather from other activities. Thus, the
argument of self-esteem cannot provide a (convincing) justification for a right to
work. Karl Marx, for example, considered wage labour, which is at stake here,
as being ‘estranged labour’ and he hoped that it would be dispensable in the
long-run.® The claimed right to work is just a right to this estranged labour.

It might be argued that the (non-contested) fact that today paid employment
is usually the basis of a personal income, allowing for full participation in society
and finally also for self-esteem, is sufficient to justify a right to (paid) work.
Relevant are those people who intend to do paid work for these motivations, but
who are, for whatever reason, prevented from doing it, and not those who, also
for whatever reason, do not intend to do such work. It is open to everybody not
to use a right he or she is entitled to.

Then, at the latest, the question arises how this should be realised. In our
society it is hardly possible to force single individuals (employers) to employ
other people. This also holds for unions or associations: an employers’ associa-
tion can, for example, not force its members to create new jobs. And even if
that were possible, a single employer cannot be forced to employ a particular
unemployed person. This even applies if there are vacancies, should this specific
unemployed person not have the necessary qualification. At best, it could be
demanded that this person should get some money from this firm, and the firm
should have the right to demand some work from him or her. As far as no suita-
ble job is available, though, this is just another kind of hidden unemployment,
where the unemployment compensation is paid by a private firm and not by the
government. This would increase the wage bill of this firm and perhaps even
endanger other jobs. Moreover, such an employment or unemployment, respec-
tively, would hardly foster self-esteem. A legal claim against private employers
on paid employment is therefore no option.

What remains is a legal claim against the government. It might have the
obligation to provide all unemployed with paid employment. The government
would thereby become their employer in public firms. This, however, creates
several other problems as experiences with ‘second labour markets’ show. If the

8 See for this, for example, his elaborations about ‘Estranged Labour’ in Marx 1844, Part
XXIIff..—On the other hand and considering only paid labour, v. Nell-Breuning states that
every human work has “part in the nobility of the human person, in the human dignity” (1985,
139).
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public firm is in competition with a private one, i.e. if it produces the same goods
as private firms, some of the latter will be crowded out and the jobs created in
public firms will lead to the destruction of jobs at other places. The total effect
on employment might even be negative, because the public firms will be less
efficient due to the lower qualification of their employees. Therefore nothing is
gained. This approach might even induce a spiral, and the government might
end up being the only employer (in this sector of the economy). Not only the
experiences of the ‘real existing socialised economies’ in Eastern Europe before
1990, where the right to work was—more or less—existing, show that this system
hardly leads to a satisfactory societal solution. The reasons are the well-known
informational problems which were largely discussed in the debate about the
possibility of a competitive socialism between Lange and v. Mises and which
demand a decentralised organisation of the economy, as often highlighted by v.
Hayek (v. Mises 1920; Lange 1936; v. Hayek 1945).

Thus, public firms have to supply goods or services that are not produced by
private firms. Today there is in fact a large area where labour could be produc-
tive but is not employed. This holds, for example, for large parts of the caring
institutions. There is a demand for those services, but it does not appear on
the market. The main reason for this is that hardly anybody is willing and/or
able to pay market prices for these services. The government is already largely
engaged in this sector, for example with public hospitals, but its involvement
could still be extended. The main problem is how to finance it. Where private
firms are unable to find a break-even, in most situations neither can the gover-
nment. If the governmental involvement should be extended, additional money
would be required. These jobs must substantially be financed through additional
tax revenue, even if part of it would be re-financed by reduced unemployment
payments.

This, however, causes other problems. The first one concerns the relatively
simple question of how this measure is to be financed. A general tax increase
would reduce the purchasing power of those who have to pay these taxes and
might, therefore, endanger jobs at other places. The financing problem could be
reduced considerably if the government would pay significantly lower wages than
the private economy for equivalent jobs. This is done, for example, in Germany
with respect to the civilian service, insofar as young men are employed in the
social sector but do only get the military service payment for draftees, which is
much below the wages usually paid in the caring sector. However, this example
shows exactly the problems of such measures. First, it is a coercive measure that
would hardly be possible in the private economy. Second, the amount of this
payment (including the in-kind payment due to free accommodation and food)
might be sufficient for a young man without family to finance his subsistence,
but this wage is below the poverty limit and, under normal conditions, in no way
sufficient. In Germany, these measures can be financed only under the above-
mentioned conditions, though. Third, these people are not in direct competition
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with workers seeking employment in the private sector. They therefore do not
crowd out employment there.”

This shows the conditions that have to be fulfilled if such a second labour
market is to increase employment. First, goods and services have to be supplied
which are not produced in the private economy in order to prevent a crowding-
out effect. Second, wages (for comparable employments) have to be significantly
below those in the first labour market, not only to prevent incentives to switch
from the first to the second labour market, but also to give those in the second
market incentives to search for jobs in the first labour market.!® Both conditi-
ons imply that employment in the second market will hardly lead to the same
self-esteem as employment in the first labour market. Employees in the second
labour market will rather feel as second-class employees, and they will justi-
fiably demand equal pay for equal work. This, however, leads to the problems
mentioned above.

Thus one has to agree with Elster (1988) and Rippe (1995): “Every right to
work which could be implemented is not desirable. It is impossible to realise a
right to work connected with appreciation and self-esteem. Demanding such a
right makes no sense.” (Rippe 1995, 70f.)!! If a right to work should really be a
right that could be sued, either the rule of equal pay for equal work would have
to be violated by the government, which would considerably impair appreciation
and self-esteem, or the government would in the long run (at least in some
sectors of the economy) become the only employer and this would be the end of
our liberal economic order. Such a right to work could at best be described as the
obligation of the government to make every effort to achieve high employment
in order to ensure that as many employees as possible find a suitable job. The
above-mentioned article 24 of the Human Rights Declaration is no more than
this, and such an obligation is also already laid down in article 1 of the German
Stability and Growth Law of June 8, 1967, though it could not prevent the huge
increase of unemployment since the seventies. This does not imply that this
obligation should be abolished, but one should not expect too much from such
formulas.

9 Nevertheless, some crowding out occurs: Public hospitals would need more regular em-
ployees if they could not fall back on those in the civilian service.

10 Steinvorth 1996, 94, arguing for a right to work, concedes this: “The rule could even be
added that the wages for publicly initiated work are lower or the conditions stronger than in
the private sector, if only some standards would be kept to.”

11 See for this also Furger who classifies the right to work as a social human right but
simultaneously concedes that this right “does not imply a direct legal claim for the single
individual. The community could ensure this only under the condition of eventually forcing
people to do some jobs and a limitation of individual freedom and personal human rights that
is hardly tolerable.” (1992, 163f.)—Both, Koller (2009, 13) as well as Steinvorth (2009, 99) also
agree that a right to work can, at best, be a moral claim to get an employment allowing a
decent life in our society but is not a right to be secured by some governmental institution.
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2. Reduction of Working Time

If it is not possible to guarantee everybody an adequate job by writing a right
to work into the constitution, then, the argument goes, all available jobs should
at least be distributed more equally and therefore more justly. This might be
done by a reduction of the working time.'? The usual way of doing this has been
to demand a reduction of the weekly working time, especially the 35-hour week,
but with a perspective of a further reduction to 20 to 25 hours (see, for example,
Ulrich 1995, 51). The starting point is the popular rule of three. The quantity
of available employment is assumed to be constant. The number of employed
people is the quantity of available employment (measured in annual working
hours) divided by the annual working time per employee. If the working time is
reduced, employment is increased correspondingly. Originally, this reduction was
demanded, by the German trade unions, for example, without cuts in pay, i.e.
with full wage compensation. This would increase labour unit costs, which could
endanger employment at home and lead to a transfer of jobs to other countries.
As this would contradict the intention of the working time reduction, meanwhile
this demand was dropped. Consequently, today the claim for a working time
reduction is usually combined with a request to the employed employees to accept
the necessary wage reduction in favour of the unemployed. (Nell-Breuning 1985,
72ff., also argues against full wage compensation using ethical arguments.)

It is not to be disputed that future development might lead to a further
reduction of the weekly working time. This will not necessarily be the case, but
it is possible. There is no compelling reason why the trend of recent decades
should break off. The reason for this trend is probably that the demand for
leisure time is increasing with rising income. It is to be questioned, however,
whether such a reduction should be administered from above. Not only legal
restrictions are problematic, but also those in collective wage contracts, as far
as they contradict the needs and wishes of the employees. This is important in
particular when it is totally open whether such a reduction will help to reduce
unemployment.

Thus, in a first step the conditions have to be defined under which a reduc-
tion of the working time without wage compensation will increase employment.
The rule of three mentioned above at least implicitly assumes that the redistri-
bution of employment will not increase average costs. This means that (at least)
two conditions have to be fulfilled: First, no additional capital (equipment) is
necessary. This holds, for example, if a factory producing 24 hours per day is
switching from three to four shifts. The situation is quite different, though, when
there is only one shift in a plant and the common working time is reduced, which
is the rule today.'® The necessary creation of new (physical) working places in-
creases the capital-output ratio. If the production costs are to be kept constant,
the working time reduction has to be connected with a reduction of the wa-

12 gQee, for example, Gorz 1989, 2691f., 319fF., but also Koller 2009, 14, who demands “the
limitation of working hours” as well as “the restriction of multiple incomes” as elements of a
policy “to achieving the greatest possible extent of employment”.

13 This holds, of course, also for services.
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ge per hour (instead of a partial or even full wage compensation). Thus it is
possible that costs increase and labour demand decreases, even without wage
compensation. If social security contributions are, as usually, related to wages,
cost pressure further increases because the basis for these contributions shrinks.
If insurance benefits are not to be reduced, contributions have to be increased.
This further reduces the net income of employees. It is therefore theoretically
open whether a reduction of the weekly working time would lead to an increase
or a reduction of employment.'# If, however, a reduction of the workweek leads
to an increase in labour productivity, this could at least partly be compensated.
But this fact would also reduce the incentive for the creation of new employ-
ment opportunities because the production loss would partly be compensated
by increased productivity. In any case, it is to be expected that even without
compensation, at best a part of the lost working hours would be compensated
by new employment.

The second condition is that the transmission of information, i.e. when the
work is handed over to the next employee, does not cause any problems. This
should usually be the case with respect to assembly-line work. Therefore, the in-
troduction of the 28-hour workweek by Volkswagen in 1994 is a good example to
show where such a working time reduction can be handled without problems (see
for this also Bogai 1994). Generally speaking, this should be possible whenever
the information set is limited and the transmission can easily be standardised.
Another example for this is the transmission of information about hospital inpa-
tients. Problems arise, on the other hand, whenever this kind of standardisation
is impossible or only possible at the expense of a considerable information loss.
In such situations, information transmission becomes expensive. This problem
might—at least partly—be lessened if the work is differently portioned, if, for
example, it is distributed among 8 instead of 7 employees. However, this ap-
proach demands additional working places, thereby increasing costs again, and
furthermore it is not always possible. Scientists might, for example, work in a
team, but it is not possible for two scientists to halve their reading time and still
be expected to possess the same knowledge for their research as before because
their knowledge would then be fragmented.

This indicates that a shortening of the workweek might only lead to a very
limited creation of new employment (if at all) and, consequently, only to a small
reduction of unemployment.'® One might argue against this that a wage reduc-
tion should be accepted if this should appear to be really necessary.'® After all,
the objective is that all those who intend to be employed are employed, and a
reduction of the nominal wage may partly be compensated by lower social se-

14 For theoretical papers about a reduction of the working time see, for example, the seminal
paper by Calmfors/Hoel 1988, but also Marimon/Zilibotti 2000 or Huang/Chang/Lai/Lin
2002. An overview of this literature is given in Kapteyn/Kalwij/Zaidi 2004, 2951F..

15 Additionally, it has to be taken into account that the unemployed usually do not have the
qualifications necessary for newly installed working places. This would again reduce the employ-
ment effect of the working time reduction. On the relevance of this ‘mismatch-unemployment’
for Germany see, for example, Entorf 1996.

16 However, this demand is problematic for low income earners whose salaries are often not
much above the subsistence level.
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curity contributions, which increases real net wages. Moreover, these arguments
are directed against a shortening of the workweek and do not necessarily apply
to other kinds of working time reduction as well. The same arguments might (at
least in small and medium enterprises) also hold for a prolongation of the vaca-
tion, but the situation is different if sabbaticals are introduced or granted more
often. In this case, no additional working places have to be created. However, this
might only be feasible without problems for large firms. Medium sized or small
enterprises, which might only have one employee for a specific area, would be
faced with the problem to train a temporary employee, entailing non-negligible
costs again. Moreover, such firms might come into financial problems if one out
of very few employees requires a sabbatical and the firm is required to hire a
temporary employee. Such cases could be subsidised, partly by the government,
but then the public finance problems mentioned above arise again.

Taking all these arguments together, a legally prescribed reduction of the
working time would at best lead to a small reduction of unemployment. Nevert-
heless, such a measure could still be supported because at least it goes into the
‘right’ direction. There are, however, several other problems, at the positive as
well as at the normative level. Let us consider the claim of Ulrich (1996, 27)
for the “institutionalisation of a general civil right for a normalised life working
time” and let us assume that somebody was studious and hard working and the-
refore fulfilling his ‘normalised life working time’ by the age of fifty. This could
be easily achieved if the regulated average weekly working time is 35 or even
only 30 hours. Can we deny the right of this person to seek for further paid
employment? And which police state measures should be employed to enforce
this limit? And what about the wealth of our society if, in particular, highly
productive (and motivated) people, who usually work longer than the average
employee, are forced into (very) early retirement? Are we not faced with the pro-
blem that, given today’s unemployment, this is already done much too often?
And should the government be advised to enforce this even more?

If at all, a life working time, limited by legal regulations, can therefore on-
ly be enforced by a reduction of the weekly working time, additional vacation
(including sabbaticals) or early retirement. All three solutions have severe pro-
blems. But how can compulsory measures against the preferences of many people
affected by them be justified at all? What is the moral or ethical justification to
prohibit citizens from working longer and having higher incomes, if this is what
they really want? And what reactions do we have to expect?

One often-heard argument is that only a significant and legally enforced re-
duction of the weekly working time leads to an equable distribution of employ-
ment work among both sexes (see, for example, Baum 1995; Ulrich 1995). Thus,
a public intervention into the inner-familiar division of labour is demanded, to
make the private room public, as Baum (1995, 32) states. However, the Scan-
dinavian experience, where the female labour participation rates are quite close
to the male rates, shows that a more equal distribution can also be brought
about by other measures and without such a strong public intervention into the
private sphere.'” Moreover, the moral justification for strong interventions (with

17 The Swiss female labour participation rate is also very high. However, the average weekly
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their side effects) is still unclear. Even if there are good reasons for a more equal
distribution of paid and homework within the families, this must not necessarily
be the case in every single family. And what about those who do not have small
children (or old parents needing care, respectively): Are they also prevented to
work more than 25 hours per week? How can such a restriction of personal free-
dom, which contributes nothing to a more equal distribution of labour among
the sexes, be justified? Do we want, for example, a publicly organised and legal-
ly enforced nursing service where every man and every woman has to work 10
hours every week? Such an authoritarian and enforcing state can hardly be the
solution for today’s unemployment problem.

However, there is another, and perhaps somewhat better argument for a
general reduction of the working time. It can be seen as a public good benefiting
all of us. Let us assume that, according to our preferences, a weekly working
time of 38 hours would be optimal. Individually, it would even be better for
us if all others kept to this limit except ourselves. If this holds for all of us,
everybody has an incentive to behave as a free rider. The only way to achieve
the socially optimal situation is a generally agreed and implemented upper limit.
This argument might be used to justify such a limitation even if we observe that
such limits are always transgressed wherever attempts are made to install them.
Interpreting such a limit as a merit good could lead to a similar result. Then
it must be distinguished between actual and superordinated (moral) preferences
and it must be assumed that we intend to have such a limit according to our
moral preferences but behave differently according to our actual, subordinated
preferences. (Such distinctions are employed, for example, by Frankfurt 1971;
Sen 1977.) A legal restriction could be interpreted as a collective self-restraint
and, according to Maital (1986), it would be a “welfare-improving constraint”.
(See for this also Schelling 1978; 1980, as well as the contributions in Elster 1987.
Such a justification for merit goods is provided by Brennan/Lomasky 1984.)

However, such an attempt to justify a general limit of the weekly working
time also has to take into account possible negative side effects. Aside from school
education we rarely use compulsory measures to provide merit goods. Usually,
incentives to consume such goods are increased with subsidies, and only their
financing is done using compulsory measured, i.e. general taxes.

All these arguments suppose that employment is indeed increased by a shor-
tening of the working time. Empirical studies show, however, that this is highly
questionable. This already holds for the first German studies undertaken in the
eighties when the 35-hour week was a hot political topic. Stille and Zwiener
(1983), for example, estimate that if the 35-hour week were introduced, only 40
percent of the theoretically possible employment increase would actually be reali-
sed. Konig and Pohlmeier (1987) as well as Kraft (1988) were even more sceptical
with their empirical results. More recent empirical studies do not present a more
optimistic picture either. They show three effects. First, after the introduction of
the 35-hour week, wage compensation took place, which prevented a significant
employment effect. Hunt (1999) shows this for Germany, Skans (2004) for Swe-

working time is much below the one of men. Thus, the distribution of paid labour is considerably
more unequal than is suggested by figures of the participation rates.
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den, and Kapteyn, Kalwij and Zaidi (2004) for a sample of 16 OECD countries.
Second, the actual reduction of the working time was less than the formal reduc-
tion in standard hours, because overtime work was increasing. (See, for example,
Skans 2004 for Sweden.) Third, the resulting employment effects are ambiguous.
For France, Crépon and Kramaz (2002) find a negative effect, while Estevao and
S& (2008) find no effect at all. Hunt (1999) finds a reduction of employment in
Germany, while Kapteyn, Kalwij and Zaidi (2004) in their sample of 16 OECD
countries identify positive direct but also negative indirect employment effects
that nearly compensate the direct effects. Only Bosch and Lehndorff (2001) find
significant employment effects for several countries. Taking all available evidence
together, though, the hope for an increase in employment by a reduction of the
workweek is hardly supported by this evidence so far.'®

Moreover, if we force the individuals to officially work fewer hours per week
than they want, several side effects might emerge. People will sidestep into the
shadow economy if they can use their abilities there. It is not a coincidence that
the size of the shadow economy is the higher the shorter the official working time
is.1? This can only (and only partly) be suppressed by policy measures. Second,
overtime work is increasing. If employers and employees commonly want longer
working times, they will arrange this in order to evade governmental regulati-
ons.?? This is particularly the case if there are tax preferences for overtime work
as had long been the case in West Germany. Third, the divide in working load,
but also in income, between employees and self-employed (or those who have
discretion about their working time, respectively) will increase. The latter can
hardly be forced to work less, and they will hardly do so whenever it is not in
accordance with their preferences. This might increase the incentive to become
self-employed, but also the incentive to dislocate employees in non-genuine free-
lancing (disguised employment). All these negative side effects, which can hardly
be prevented and, if at all, only with a considerable amount of police operati-
ons, will probably more than offset the possible positive employment effects of
a working time reduction. The claim for such a reduction can therefore hardly
be justified even from an ethical perspective.

18 See also Conrad/Koeschel/Léschel 2005 who, in their CGE simulation study, do not find
a negative employment effect for an increase of the workweek in Germany.

19 The relation between the effective working time and the size of the shadow economy in a
country was investigated by Weck 1983 (see, in particular, 86ff.).—More recent surveys about
the size of the shadow economy are presented by Schneider and Enste 2000 as well as by
Schneider 2007.

20 The simultaneous occurrence of high unemployment and a high number of overtime hours
as could be observed, for example, in the Federal Republic of Germany, is, however, only partly
due to short working time; a more important factor might be the restrictive layoff rules and
the layoff costs resulting from these rules. Whenever the demand for their products increases,
employers will in such a institutional environment hire additional workers only if they are pretty
sure that the increased demand is enduring. As long as they have to take into account that this
demand will probably be shrinking again, they will try to organise the additional production
as far as possible by using overtime (or by hiring people from temporary employment firms)
in order to avoid additional costs resulting from layoffs which might become necessary later
on. See for this, for example, Siebert 1987.
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4. Negative Income Taxes and Basic Income

If it does not make sense to lay down a right to work in the constitution because
the government cannot afford to implement this right (in a liberal society),
and if a general reduction of the working time is no adequate means to fight
mass unemployment, it is only natural to claim that all citizens should have
a guaranteed income that covers at least their (culturally defined) subsistence.
This claim is largely undisputed. In contrast, the amount of such an income
as well as the question of who should be entitled to it are disputed. Today,
those who qualify for a guaranteed income are obliged to prove their need. This
means that they are petitioners vis-d-vis the public bureaucracy, giving the latter
considerable discretionary power. This kind of assistance is not only in many
cases economically inefficient (see for this, for example, Frey and Kirchgissner
(2002, 2791ff.), but it also contradicts consumer sovereignty or the autonomy
of the person, respectively. What gives us the right to prescribe consumption
possibilities for the poor, while we grant rich people full freedom to decide about
their consumption? It is obvious that by doing so, the rights of people with low
or even no own income are restricted.

Two proposals were made to solve these problems that are, however, more or
less identical: the negative income tax going back to Rhys-Williams (1943), but
popularised by Friedman (1962), and the idea of a guaranteed basic income.?!
According to both concepts, citizens receive an unconditional income. In the case
of a basic income, the amount is transferred to them in regular (for example
monthly) tranches and taken into account in the tax declaration that has to be
completed later on. In the case of the negative income tax, the citizen first has
to hand in his tax declaration. If his income is above a certain limit, he has to
pay taxes, if it is below this limit, he has to pay a ‘negative tax’, i.e. he receives
a transfer. If he has no income at all, the transfer he gets is his guaranteed
basic income. The financial means needed by the government to implement this
system of a minimum income are in both cases the same, as always the same
citizens are entitled to financial help.

At a first glance, this concept of a guaranteed minimum income is extremely
attractive. It would not only stop the discrimination of the citizens in the lowest
part of the income scale, but also restrict the discretionary power of the (social)
bureaucracy. Moreover, those who can only receive a low wage would still have
an incentive to work. In the current system of social assistance such income is
in many cases totally offset against the assistance payments, i.e. the marginal
tax rate is (sometimes even more than) 100 percent. Thus, recipients of social
assistance often have no or at best rather weak incentives to accept a job in the
official economy. The frequent (but quite often overestimated) complaint about
the misuse of the social security system is virtually provoked by these incentives.
Finally, the negative income tax allows for a wider spread of the wage scale and
therefore supports the supply of jobs that are not competitive given today’s

21 A (not entirely correct) comparison of the two concepts is given in Schneider 1995. An
overview over the different variants is presented by Leu/Eisenring 1998. See for such a demand
also Koller 2009, 19, as well as Steinvorth 2009, 105, in this volume.
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minimum wages. Such jobs could be supplied without the fear that a class of
working poor comes into existence.

Given the many advantages of this system, it has to be asked why it has
not been introduced a long time ago. Of course, the social bureaucracy, as any
other bureaucracy, might oppose it with all reasonable (and perhaps also unrea-
sonable) arguments, because this system would reduce its discretionary leeway.
However, such a ‘conspiracy assumption’ is hardly sufficient to explain why such
a system has never been introduced despite some experiments in the United
States and Canada between 1968 and 1980. (The experiences of these expe-
riments are discussed in Moffitt 2003; Widerquist 2005.) There are two major
problems connected with this system, though. First, and this is the most import-
ant argument for the economist, this system can hardly be financed, and due of
the enormous amount of money that would have to be raised by tax increases, it
would not (or only to a small part) produce the intended positive employment
effects. Second, this system is also highly debatable from an ethical perspective,
because it would mean that hard-working citizens would subsidise lazy people.
Thus, there are also ethicians who demand that such payments are only made
under specific conditions (see, for example, Elster 1989, 215f.).

First of all and (not only) from an economic perspective, the impact of such
a system depends on the answers to two questions: who is entitled to such an
income and what is the amount of this income. A reasonable approach for the
latter answer might be the poverty line; the basic income should at least not
be below this line because it has to guarantee subsistence. A usual assumpti-
on for the poverty line is 40 percent of the average income. If—without any
conditionality—every citizen were entitled to the basic income, in a first step
the government would have to distribute 40 percent of GDP per capita among
the population. A large amount of this money would be taxed away again but
this would require very high marginal tax rates. If the average tax rate for the
mean income were only 20 percent, this would imply marginal tax rates of about
60 percent. If one takes into account that, for retired people, this provides only a
minimum income, an additional old age pension system would be needed which
further increases the marginal burden. This would generate considerable nega-
tive incentives to work in the official economy, but provide positive incentives
to work in the shadow economy, thereby increasing the marginal burden even
further. Thus, without any conditionality, a guaranteed basic income or negative
income tax cannot be financed and is, therefore, also not feasible. This applies all
the more, the more generous the basic income is. (A very generous basic income
is demanded, for example, by Schneider 1995 or Schaber 1996 but in particular
by v. Parijs 1991; 1992; 1995.) Thus, this system is not sustainable, even not in
the sense of v. Parijs (1995, 30ff.).

It is often stated that such a system would not be more expensive than the
current social security system (see, for example, Ulrich 1995, 48). This, however,
would only be true if the set of those who are entitled were severely restricted.
This is impossible, though, if it is to be a really gemeral basic income which
would imply that not only those who are willing to work and those who are
unable to work because they are handicapped and/or do not find a job receive
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such an income, but also those who reject to do paid work, be it that they have
other engagements or that they just want to enjoy leisure. According to v. Parijs,
“real freedom consists in the possibility to be able to select among those lives one
wants to enjoy” (1995, 32f.).22 Thus, the working population, the unemployed
and the pensioners would be entitled to this income, but also students or partners
of high income earners without an own labour income.?? The result is not only
that this system can hardly be financed, but that it also leads to those extremely
high marginal tax rates that annihilate the positive primary working incentives
or even revert them.?*

If such a system is to be introduced—and there are a number of good reasons
in favour of it—a limitation of the group of those who are entitled to a basic
income is unavoidable. It would make sense to include pensioned people (due
to old age as well as a handicap). For those who are unemployed but able to
work, payment should be conditional on their willingness to work, as it is today
with respect to unemployment insurance. Moreover, as done in some countries,
it could be dependent on their work for the community, as long as appropriate
jobs in a second labour market are available. The disadvantage is that a social
bureaucracy would be needed again, even if it would be smaller than today, and
that this bureaucracy would still have some discretionary power, in particular, if
it must be decided whether somebody really makes an effort to find a job. Thus,
the concept loses some of its charm.

But even then it is still not clear whether such a system can be financed.
The main reason is that today take-up rates are relatively low; in Switzerland,
take-up rates for social assistance are estimated to be only about 20 percent (Leu
et al. 2007, 139). A general basic income would immediately require about five
times more money than today, and this even if the group of those entitled would
not change. Leu et al. (2007) prepared a study about the financial feasibility of
an earned income tax credit system in Switzerland, presenting the first serious
calculations for the introduction of such a system in Switzerland. These calcu-
lations show that abolishing the existing poverty traps alone would be rather
costly and hardly possible without a reduction of the minimum income. Thus,
the financial implications of this system are so severe that an unconditional basic
income guaranteeing a decent life is impossible. There are, of course, quite a lot
of proposals available, some even with calculations, that claim the feasibility of
such a system.?® All these proposals suffer from two major drawbacks, though.
The proposed basic income is considerably below the poverty line and/or the
take-up rates are underestimated. Thus, either the guaranteed basic income is
too low to live a decent life, or the system cannot be financed.?®

22 To make this decision possible, v. Parijs demands not only a generous amount but the
highest possible amount of this income.

23 Even if a large part of this income is taxed away again, an unconditional system would
imply a subsidy for earners of high non-wage income. If the marginal tax rate is 60 percent,
they could still keep 40 percent of the basic income.

24 Here, we do not discuss the (also relevant) question whether this would cause migrations.

25 See for example, the citizens’ money (‘Biirgergeld’) as proposed by the German F.D.P. or
the proposal of the CDU prime minister of Thiiringen, Dieter Althaus.

26 See for this also Harvey 2006.—The fact that “even conservative politicians and established
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Independent of whether such a system can be realised in a liberal society or
not, the question can be asked whether it is morally right to make such payments
unconditionally. It should be undisputed that those who are unable to take up
employment as well as those who really make efforts to get employment but
cannot find a job should be entitled. It is disputed, however, whether those who
are able to work but do not want to should be entitled as well. The backside of
the free decision between work and leisure for people who do not intend do work
is that those who work in order to reach a higher than the minimum consumption
level have to subsidise the others which makes working citizens feel exploited.
Consequently, Frank (1985, 254ff.) as well as Elster (1988, 215f.) argue against an
unconditional basic income, while for v. Parijs (1991; 1992; 1995), for example,
the unconditionality is the precondition for a real freedom to choose between
leisure and work. (Similar arguments as by v. Parijs are used by Schaber 1996.)

The crucial question is whether there exists a moral duty of the working
citizens to also provide those members of the society with the possibility of a
decent life who are able to care for themselves but not willing to do so if they
can avoid it. The above arguments which show that such a system would not be
sustainable because the incentives to work would be so small that hardly anybody
would have an interest to work (in the official economy) illustrate that such a
duty cannot be justified. But one can at least perform the mental experiment
and ask whether it could be justified if such a system were to function. But even
then it is difficult to get a positive answer, despite the arguments presented by
v. Parijs.

A suitable starting point is given by the contract theoretic approach, i.e. if the
question is asked whether rational individuals behind a veil of ignorance would
chose such a system of a guaranteed basic income. By following Harsanyi (1975;
1977) and applying the principle of maximising expected utility, it is obvious
that such a proposal would have to be rejected. It might, however, be accepted
when applying the difference principle according to Rawls (1971). Whether this
is the case depends on the assumption about the least advantaged people. If they
are those who can work but do not intend to work, following v. Parijs (1995),
their income is to be maximised. A more reasonable assumption is, however, that
the least advantaged people are those who would like to work but cannot do so,
be it that they are unable due to physical reasons, or be it that they do not find
a job. Following the difference principle their income is to be maximised. They
are less privileged than the others because the voluntarily unemployed get only
positive benefits from the leisure time connected with their unemployment while
the involuntarily unemployed have to bear the psychic burdens mentioned above
which for them are often even worse than the reduction of their monetary income.
However, their income will be reduced if those who can work but do not want
to do so also get a basic income. This implies that the least advantaged group
is worse off if the basic income is unconditional compared to a situation where
it is conditional. This violates the Rawlsian difference principle. Thus, in both

economists agree that a basic income that ensures a decent life and does not reduce production
is possible” (Steinvorth 2009, 109) does not yet ensure that it is really feasible. Concrete
calculations as, for example, for Switzerland in Leu et al. 2007, show the contrary.
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variants, this contract theoretic approach does not provide a moral justification
for an unconditional basic income.

The same holds if we start from the concept of exchange justice as proposed,
for example, by Hoffe (1990; 1994). In this approach, not only private but also
public activities are primarily seen as (voluntary) exchanges. If we rely on the
individuals’ interests and demand that ethical norms should be acceptable to
all affected individuals, voluntary exchange is a suited paradigm because all
actions are performed with the consent of all affected individuals. Actually, many
government activities, including parts of legally forced income redistribution,
can be interpreted as voluntary exchanges. (On the different motives for income
redistribution see, for example, Kirchgéssner 1995.) Following this approach, the
government (the working population who finances the social security system) can
demand something in return for the transfers, at least as far as this is possible.
For those who can work this would (at least) be the willingness to work. Only
those who cannot work (or do not have to work for other reasons) are entitled to a
basic income. This can be derived from the principle of ‘corrective justice’, which
becomes relevant whenever the principle of exchange justice cannot be applied,
because one of the partners is unable to provide his contribution.?” Thus, the
principle of corrective justice is subsidiary to the principle of exchange justice.

5. Concluding Remarks

The results of the three preceding sections can be summarised as follows: First, it
does not make sense to claim a ‘right to work’ as an individual citizen’s right to
get appropriate employment with an adequate wage. In a liberal and democratic
society there is no addressee who could guarantee that this entitlement can
always be met. Second, a general reduction of the working time is no suited
means to (significantly) improve the current situation of mass unemployment.
Finally, a general, unconditional basic income is not feasible. Moreover, it also
holds that none of these three claims can be convincingly justified. In all three
cases there are arguments against these claims that are at least as convincing
as those brought forward in favour of them. This even holds if we not only
follow the contract theoretic approach by Rawls (1971), but also if we apply his
difference principle that we allow inequality only as far as it is beneficial for the
least advantaged in our society.

This sounds quite negative. It does, however, not change anything about the
fact that today (mass) unemployment is a crucial economic and political problem
and that politics as well as social sciences have the task, as far as ever possible,
to find a remedy. Given today’s situation on the labour market, the following

27 At a first glance, this is independent of the question of liability. According to this approach,
even an individual who is unable to provide his contribution by his own fault is entitled to a
subsistence income. He loses this right, of course, as soon as he is again able to provide his
contribution. An open problem is, though, how far this creates incentives for moral hazard. It
is not by chance that the same situation is usually evaluated quite differently in our society
depending on whether the individual is responsible or not (and whether he acted intentionally
or not).
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statements might be (largely) undisputed, i.e. subscribed by (nearly) all people,
independent of their political and ethical position:

(i) If somebody becomes unemployed through no fault of his or her own, does
not find a new job and has no other income, he or she shall be entitled to
receive transfers that cover at least the expenses of the (culturally defined)
subsistence level.

(ii) Because involuntary unemployment usually does not only lead to a mone-
tary loss but also imposes considerable psychic burdens on those affected,
it is the task of the government to provide conditions so that as many as
possible searching a job also have the chance to find one.

(iii) The emergence of a class of ‘working poor’ is to be prevented. If labour
income is not sufficient to guarantee a decent life and if no other income is
available, the government is obliged to pay at least the difference between
the wage and the subsistence income.

(iv) Transfers by the government should be provided as unbureaucratically as
possible, i.e. power and leeway of the social bureaucracy have to be restric-
ted as far as possible.

v is presupposes that the social security system is financed in a sustainable

Thi that th ial it tem is fi d i tainabl
way that is and will not be undermined by developments connected with
globalisation and international tax competition.

On the other hand, the size of the transfers, their (un)conditionality and
perhaps also the way they are to be financed are disputed.

If unemployment is really to be reduced, new jobs have to be created primarily
for those with low income and low (or even missing) qualification, because this
is the segment of the labour market mostly affected by globalisation. This will
hardly be possible without a larger spread in the wage scale. In order to still
allow the workers most affected by this development to have a decent human life,
additional payments by the government are necessary. Today, this is mostly done
by the ‘earned income tax credit’, which has been applied, for example, in the
United States and the United Kingdom. The results are only partly positive.?®
Similar proposals have also been made for Germany.?’

These additional payments might partly be financed by reduced unemploy-
ment benefits, but an increase of the government’s share cannot be excluded. At
the same time, capital can be less taxed than in the past because of its higher
mobility. Thus, we are confronted with a situation where the (financial) demands
on the public sector increase while at the same time the revenue from the current
tax system tends to decline.?° If we want to escape this increasing divergence, we

28 Regarding the experiences in these and other countries see, for example, Leu et al. 2007,
113ff., especially for the United Kingdom also Blundell 2006.

29 See, for example, the contributions in ifo Schnelldienst 4/2007.

30 At the same time, the ageing population creates additional problems for the public fi-
nances.
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cannot avoid substantial changes of public finances at the expenditure and/or
revenue side.

It has been shown that a system to finance our social security system can
be found that is sustainable even under the conditions of today’s globalisation
(Kirchgéssner 1998a). With respect to the tax system two directions have to be
followed. First, the tax burden on enterprises has to be reduced. This holds in
particular for those countries with still rather high corporate income taxes, and
this is only possible by a higher burden on (natural) persons. Second, the tax
burden on income should be reduced and the one on consumption increased. If
the burden on labour income is reduced, this should be done rather by non-wage
labour costs (social security contributions) than by a reduction of direct taxes. A
(partial) shift from income to consumption taxes would also allow steps towards
an ecological tax reform by reducing the tax burden on labour but increasing the
burden on environmentally detrimental activities. This can be done, for example,
by energy and/or CO4 taxes (see for this, for example, Kirchgissner 1998).

Thus, there are possibilities to comply with the objectives mentioned above.
They are ‘economical’ in the sense that they start out from concrete interests of
the individuals, and the proposed policy measures can be applied without viola-
ting basic human rights and liberties of the affected citizens. They are designed
on the basis of the economic model of behaviour, the ‘homo oeconomicus’,?! i.e.
it is assumed that the agents are autonomous individuals who react rational-
ly, in accordance with their preferences, to these policy measures. This model
of human behaviour, stemming originally from economics, is today applied in
many other social sciences as well, and despite all known weaknesses which are
increasingly investigated also by economists, it is still the most fruitful approach
in the social sciences and without any alternative in economics as yet.

Today, we often speak of the end of the labour society. The demand for re-
ductions of the working time also goes into this direction. This hypothesis is not
new; 160 years ago, Karl Marx believed the labour society to come to an end
soon (after the revolution).?? In reality, however, this might remain a nice dream
for a long time to come (or possibly even forever). Thus, the measures proposed
above do not exclude a shortening of the working time, but they also do not
assume that paid employment will significantly be reduced even in the medium
run. Despite high unemployment, we experience a quite different development
today. Due to the increased female labour participation, paid employment has
increased considerably in recent decades. A consequence of this development is
that many services provided within the families in earlier times are now deli-
vered via markets, i.e. with paid employment. This might be criticised as an
‘economisation of the Lebenswelt’ and a step backwards for society. Yet it must
be accepted that this is a necessary consequence of women’s emancipation; in-
creasingly more women strive for their personal development in the professional
sphere as well. This development will definitely not be reversed (see for this more
extensively Kirchgéssner 1997). Thus, for the near future we can rather expect

31 For a more detailed description of the economic model of behaviour see Kirchgissner 2008.
32 See for this his answer on the 20" question “What will be the consequences [...]?” in the
communist manifesto by Marx/Engels 1848.
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a further extenuation than a reduction of paid employment. This fact has to be
taken into account when designing labour market policy measures.

These considerations might be criticised as being too much ‘economically’
oriented. But a critical analysis of any economic policy measure, proposed by
economists, ethicians, politicians or others, first of all demands a positive eco-
nomic analysis although this is not everything that is needed. It cannot, in
particular, substitute the political decision that has to be taken by the citizens
and/or their representatives. These decisions should be informed, though, and
to provide such information is the task of economic theorising. Thus, ethical
discourses dealing with economically relevant questions will hardly be able to
do without a solid economic analysis of proposed norms or measures if one does
not want to deceive oneself (see for this also Géfgen 1980). Due to the bridge
principle ‘ultra posse nemo obligatur’, such an analysis is usually necessary if one
does not want to miss the aspired objective (or to reach it at best by chance).
The results of such an analysis might in many cases seem to be ‘destructive’,
but they (hopefully) can save us from making some economic policy mistakes
that often have high societal costs. A Nirvana approach comparing the current,
unsatisfying situation with an ideal, but not realisable world does not help very
much. What we need instead are practicable measures leading into the right
direction, even if they represent only small steps.
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