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7.. IMPLICATION S FOR THEORY AND POLICY 

7.11 Introductio n 

Thee results we found in chapters 5 and 6 may seem to be a challenge to the picture of 

thee firm as a money profit maximizing agent. Or is the observed selection behavior yet 

inn accordance with profit-maximization? In section 7.2 we will discuss possible 

theoreticall  explanations for the outcomes of the survey. The hypotheses formulated in 

chapterr 3 will lead us through this exercise. 

Thee findings of the survey can also be of use to judge current Dutch labor market 

policies.. Section 7.3 explores this angle and points out possible new directions in labor 

markett policy; directions which correspond to the mechanisms revealed in this study. 

Sectionn 7.4 concludes. 

7.22 Hypotheses tested 

Hypothesiss 1 in section 3.2 was based on the notion that employers are primarily trying 

too maximize their money profits. Hence, they should be interested in productivity-related 

characteristicss when selecting their lower skilled employees. As we saw in chapter 5, the 

mainn results of this study do not seem to correspond very well to this picture. If 

employerss are actually trying to make as much money as possible, they seem to be 

lookingg systematically at the wrong variables. They do not select lower educated job-

seekerss using indicators of human capital such as previous work experience, nor do they 

payy much attention to unemployment records. They do take education and command of 

languagee into account, but not to a degree comparable with the importance of gender, 

health,, age or origin. Moreover, they are willing to sacrifice large amounts of subsidy in 

orderr to meet their preferences for young, healthy, native men. These findings do not 

seemm to support hypothesis 1. Whether we can actually reject hypothesis 1 will be 

discussedd hereafter. 
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Thatt employers use characteristics like age, health, gender and ethnic background as 

selectionn criteria, leads us almost automatically to accept hypothesis 2. Hypothesis 2 

statedd that employers select their lower skilled personnel at least in part on 

characteristicss which are not directly related to potential productivity. This, however, 

leavess us with the possibility that employers do so because they think productivity is 

relatedd to these variables in a more indirect way. This question is reflected in the 

formulationn of hypotheses 3 and 4. Hypothesis 3 supposes employers select their 

personnell  in part on characteristics which are not directly related to productivity, in spite 

off  their own neutrality on the matter; they do so because (they think) the circumstances 

makee it cost-efficient. Hypothesis 4 puts forward the proposition that employers have a 

tastee for discrimination and willingl y do not select their personnel in a cost-efficient way. 

Thee following two subsections will discuss these possibilities. 

7.2.11 Cost-efficient selection behavior? 

Hypothesess 3a and 3b provide us with two possible explanations in line with hypothesis 

3.. They suppose the source of discriminatory behavior to lie outside the sphere of 

influencee of the employer: employee and customer preferences. The results of the survey 

suggestt that employers do anticipate the preferences of their environment. Immigrants 

aree less wanted in jobs with a lot of customer contact and females are less wanted in 

establishmentss where few women are employed. The former is a clear example of firms 

actingg as the agent of the (supposedly) discriminating client. The latter may depict 

employeee preferences (male co-workers do not accept female colleagues) but may also 

pointt at an enduring employer preference (employer never wanted to employ many 

womenn and does not want them now, either). A clearer example of employers 

anticipatingg employee preferences may be found in the result that immigrants are more 

easilyy adopted in larger firms. Since larger firms almost by definition employ a wider 

varietyy of employees, immigrant workers are less likely to stumble on a block of anti-

immigrantt co-workers in larger firms. 

Wee must not forget, however, that we do not measure employee or customer 

discriminationn directly. What we measure is behavior of personnel selectors. They may 

correctlyy anticipate truly existing discriminatory preferences of other people, but they 

mayy also let their own preferences influence their assessment of customer and co-worker 
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preferences.. If they estimate customer preferences correctly and select employees 

accordingly,, discriminatory behavior anticipating these preferences may be cost-efficient 

too the firm. If, on the other hand, personnel selectors either over- or underestimate other 

people'ss tastes, selection behavior according to their erroneous assessment of these tastes 

mayy not be cost-efficient. It was argued in section 3.4.2 that truly erroneous behavior 

shouldd cancel out over larger groups. It is, however, also possible that employers use 

customerr preferences as pseudo-rationalizations of their own (latent) preferences (see 

alsoo figure 3.1). From the results of this study, it cannot be decided whether the observed 

anticipationn of customer discrimination reflects truly cost-efficient selection behavior or a 

pseudo-rationalizationn of employer taste. 

Similarr questions can be raised regarding the anticipation of (presumed) co-worker 

preferences.. This situation, however, contains one more complexity. Whether co-worker 

discriminationn can be profitable to firms and/or workers depends on die situation at 

hand;; for example, on the role of unions. 

Thus,, hypotheses 3 a and 3b are only partly confirmed. The outcomes of the survey 

confirmm that employers anticipate customer and co-worker discrimination against ethnic 

minoritiess in their selection behavior. But it cannot be decided whether customers and 

co-workerss actually show discriminating behavior and thus it cannot be decided whether 

thee observed anticipation of such discriminating behavior is truly cost-efficient or a 

pseudo-rationalization. . 

Hypothesiss 3c puts forward another cost-efficient explanation of selection on 

characteristicss which are not directly related to productivity. If true productivity is harder 

too measure for a certain group, it may be a cost-efficient strategy to select employees 

fromfrom the group with the more reliable indicators of productivity. This situation could 

applyy in particular to applicants with an ethnic background. Because of cultural 

differencess or a foreign education, they may encounter problems in communicating their 

truee capacities to personnel selectors. Hypothesis 3c proposes that employers who are 

risk-averserisk-averse may prefer workers with clear signals of their capacities. It was argued in 

sectionn 3.4.2 that for firms lacking the means to take risks in personnel hiring, risk-

aversionn may be an optimal strategy for survival. This would apply in particular to small 

firms.firms. An indication for risk-aversion of small firms may be found in the estimation 

CHAPTERR 7 IMPLICATION S FOR THEORY AND POLICY 117 7 



resultss for the acceptability model: bigger firms are less picky when it comes to 

acceptablee applicants than small ones (see table 6.1). Furthermore, the estimation results 

regardingg the preference model, indicate that applicants with an ethnic background are 

lesss disliked in bigger firms. From these findings we may conclude that risk-aversion 

doess play a role in personnel selection. Whether this behavior is actually cost-efficient 

cannott be decided from the survey. 

Thee anticipation of customer and co-worker discrimination (hypothesis 3 a and 3b) and 

thee acceptance of the risk-aversion proposition (hypothesis 3c), still leave a large part of 

thee preferences of employers unexplained, as can be seen from table 5.3. Hypothesis 3d 

providess a possible explanation for the remainder of employer preferences. Employers 

mayy have difficulties in assessing the real productive capacities of applicants and 

thereforee use easy to observe characteristics like age, origin, gender and health as cheap 

screeningg devices. If employers are actually profit maximizing agents, they will only use 

thesee screening devices insofar as they give an accurate prediction of the average 

productivee capacities of applicants belonging to the groups behind these characteristics. 

Let'ss first take a look at the size of the remaining differences. Suppose, for instance, that 

wee would try to offer an immigrant and a native with equal qualifications, equal 

opportunitiess in an application by means of a direct subsidy to the employer. Refraining 

fromm possible customer discrimination, we look at a vacancy for a non-commercial job. 

Thee biggest amount in the profiles (J 600 a month, or about 25% of the average wage 

costt in this segment of the labor market) is not nearly enough to offset the disadvantage 

off  being an immigrant. In fact, from table 5.3 we can see that the disadvantage of being 

ann immigrant is between 1.5 and 4 times - depending on firm size - bigger than the 

advantagee of a ƒ 600 a month wage cost subsidy 20. In the light of this finding we can 

reformulatee the question of cost-efficiency: could it be that immigrants are (much) more 

Itt  may be tempting to state that the disadvantage of being an immigrant can be offset by a wage 
costt  subsidy of - in this case - 1.5 to 4 times ƒ 600. This conclusion, however, cannot be 
verified,, since it is not possible to derive the impact of larger  subsidies from the available data. 
Inn fact, it seems probable that raising the subsidy has more than a proportional impact. Early 
specificationss of the model (4.4) indicated that the effect of a ƒ 300 a month subsidy equals the 
effectt  of no subsidy; it may be thought that a ƒ ƒ 300 subsidy is just enough to offset the 'stigma' 
off  being a subsidized worker. If in this case there would be a linear  relation, a / 900 subsidy 
wouldd have twice the effect of a ƒ 600 subsidy. However, we may only assume linearity of the 
subsidyy effect in the vicinit y of the subsidy-amount on the profiles. 
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thann 25% less productive each month than native people of the same gender, the same 

age,, of equal health, with equal work experience, with equal availability, with the same 

familyy situation, with equal language proficiency, with equal travelling time, with the 

samee current status and of equal education? 

Similarr questions can be raised regarding the characteristics age, health and gender. For 

ann otherwise equal applicant who has a slightly increased probability of sick leave, we 

wil ll  need a subsidy which has an effect 4.25 times bigger than the effect of a monthly 

subsidyy of ƒ 600. For otherwise equal job-seekers who differ only with respect to age -

say,, the one is 20 and the other 40 - we will need a subsidy with 5.5 times the effect of 

aa ƒ 600 subsidy. For female job-seekers the subsidy amount needed to offset the 

disadvantagee of being female differs with the situation at hand (see tables 5.3 and 5.5). 

Femalee applicants may have a disadvantage in jobs requiring heavy physical labor. 

Furthermore,, it may be argued that the lower preferences for female breadwinners are 

actuallyy related to a true loss in productive capacity: existing role-models in households 

mayy burden female breadwinners with conflicting responsibilities. It must be noted that 

thesee two disadvantages may also reflect spurious assessments of true productivity, but 

wee wil l for the moment refrain from that possibility. Thus, concentrating on vacancies 

whichh do not require heavy physical labor and on women who have a breadwinning 

partner,, a subsidy will be needed with an effect between -1.5 and 12 times the effect of a 

ƒƒ 600 subsidy in order to provide the female applicant with the same opportunities as an 

otherwisee equal male competitor 21. 

Thee size of the subsidy amounts needed, may be interpreted as a measure of the 

differencess in true productivity employers think immigrants, workers with a slightly 

increasedd probability of sick leave, older workers and females have 22. These 

differencess may then be attributable to other measures of productivity, not included in 

Thee figures of-1,5 and +12 correspond to the situations with the highest and lowest probabilit y 
forr  female applicants in table 5.5, apart from vacancies requirin g heavy physical labor  and in 
casee the woman is not a breadwinner. The highest probabilit y corresponds to a vacancy in a 
servicee sector  firm , with already half the workers in this fir m being female (in this situation the 
femalee applicant actually has an advantage over  the man). The lowest probabilit y corresponds to 
aa vacancy within the construction sector  in a firm  employing no female workers. 

Inn the questionnaire the subsidies were explicitly characterized as 'permanent'. 
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thee profiles, but correlated to the variables which are in the profiles. If such differences 

constitutee a correct reflection of the average true capacities of these groups, the screening 

off  applicants on the basis of these characteristics may actually be cost-efficient. On the 

otherr hand, it is also possible that employers have a false picture of the true capacities of 

thesee groups; at least part of observed selection behavior may then be interpreted as a 

resultt of preferences not related to productivity and is not cost-efficient. 

Whetherr one concludes that the observed differences can reflect differences in true 

averagee productivity, remains a matter of judgment. In view of the large number of other 

characteristicss which we control for, combined with the size of the observed differences, 

however,, I am inclined to argue that employers sacrifice a lot of potential productivity 

forr their prejudice. If one goes along with this conclusion, hypothesis 1 is only part of 

thee story. 

7.2.22 Discriminatory tastes? 

Hypothesiss 4 stated the possibility that employers have a taste for discrimination against 

certainn workers. In this case, they would willingl y sacrifice money profits to meet their 

preferences.. As was argued in section 3.4.2, there seem to be several types of overlap 

betweenn cost-efficient screening and true tastes. These overlapping areas were labelled 

pseudo-rationalizations.pseudo-rationalizations. From the results on the preference model, as was argued above, 

wee cannot provide solid distinctions between the possibilities of cost-efficient screening, 

pseudo-rationalizationss and true tastes of employers. The same argument seems to hold, 

iff  we take into account the answers to explicit questions on selection criteria, which were 

presentedd in table 5.1. Table 5.1, for example, shows that about 24% of the respondents 

inn the survey regard any applicant with an ethnic background as unacceptable (the 

percentagee differs somewhat with the respective backgrounds). Also, 79% of all 

respondentss explicitly prefer a native Dutch applicant. Although explicitly disclosing 

one'ss dislike for ethnic minority workers and one's preference for native Dutchmen, 

withoutt any further reservations, may be interpreted as a sign of taste as defined by 

Beckerr (1971), it can also be argued that these explicit answers are just another 

indicationn of either true cost-efficient screening behavior or of pseudo-rationalizations of 

(latent)) tastes. Similar remarks can be made concerning the characteristics age, gender 

andd health. 
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Inn the preceding section it was argued that there are strong indications that the observed 

selectionn behavior is not cost-efficient. In that case the distinction between a taste and a 

pseudo-rationalization,, may not be very relevant. According to Becker's definition of 

discrimination,, a pseudo-rationalization may actually be called a taste, since pseudo-

rationalizationss also cost money. 

Thiss conclusion leaves us with the question what 'taste for discrimination' actually 

means,, where does it come from, how invariable are such tastes, etcetera? Becker (1971) 

doess not address these questions, let alone answer them and it seems not possible to 

derivee any further idea on the meaning of tastes from the data studied here. Therefore, 

wee wil l stick to Becker's definition which was quoted in section 3.4.1. 

Finally,, hypothesis 5 stems from an institutional angle rather than individual firm 

behaviorr and was based on Thurow's (1976) model of job-competition. In Thurow's 

modell  the combination of fixed wage rates and the idea that "marginal product resides in 

thee job and not in the man" (p. 77), provides room for selection on criteria which are not 

directlyy related to productivity. Hypothesis 5 formulates Thurow's proposition that 

employerss select their personnel on trainability rather than on human capital. 

InIn section 3.5 it was argued that describing the lower end of the Dutch labor market by 

meanss of a job-competition model would be of value, because of the highly regulated 

naturee of this part of the labor market. Wage-competition in this segment seems to be 

largelyy ruled out by minimum wage legislation and collective agreements. This argument 

wouldd meet the fixed-wage-rates-requirement for applying Thurow's model. 

Trainability,, however, is not an easy to identify characteristic and was not included in 

thee profiles that were used in the survey. Indirect indications that the idea of trainability 

doess play a role in personnel selection, may be derived from the importance of the 

variabless age and education. It may be thought that older people have less capabilities to 

learnn new things. Level of education gives an idea of what people have already learnt 

andd thus may provide some indication of how trainable people are. The variables age and 

education,, however, may have more meaning to the personnel selector than just 

trainability.. Age and education may, for example, also represent accumulated human 

capital.. Thus, it seems not possible to draw any further conclusions about the Thurow-

modell  on the basis of the results of this study. 
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7.2.33 Concluding remarks 

Althoughh the observed preferences may reflect profit maximizing behavior of employers, 

strongg indications are present that there are also other, discriminating mechanisms at 

work.. Characteristics of job-seekers which are directly related to productivity, such as 

education,, work experience, etcetera, are of less importance than those not or only 

indirectlyy related to productivity, in particular gender and ethnic background. This story, 

however,, is only skin deep: the finding that employers take characteristics into account 

thatt are not directly related to productivity leaves us with a variety of explanations for 

suchh behavior, some of which are in accordance with profit maximizing behavior. 

However,, a discussion of the various possibilities found in the literature of cost-efficient 

screeningg using discrimination-related characteristics, does raise some rather serious 

questionss about the true intentions of employers. Although this discussion may not lead 

uss to a sound proof that the observed selection behavior contradicts money profit 

maximizingg strategies of firms, it does provide strong indications that employers are 

willin gg to sacrifice money profits in order to satisfy their preference for young healthy, 

native,, male employees. Finally, it must be noted that although the job-competition 

modell  of Thurow may apply to the lower end of the Dutch labor market, it was not 

possiblee to test the ensuing hypothesis that employers are primarily looking for trainable 

ratherr than skilled workers. 

7.33 Implications for  policy 

Sincee economic science not only has a describing but also a prescribing nature, it seems 

naturall  to sketch some practical implications of the preceding results. The conclusions 

drawnn in the previous section on labor market behavior of employers give rise to 

practicall  implications for two different parties. Sections 7.3.1 through 7.3.5 will 

investigatee government policies and present some suggestions for a better functioning of 

thee lower end of the Dutch labor market. Section 7.3.6 will glimpse at hiring policies of 

employerss themselves. 
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7.3.11 Current labor market policies 

Governmentt policies meant to improve employment possibilities of groups with a weak 

laborr market position, may take different forms. In section 2.3 we distinguished supply-

orientedoriented and demand-oriented policies. The former are aimed at job-seekers; for 

example,, at improving their qualifications or providing them with sheltered work. The 

latterr are aimed at employers; for example, providing them with employment subsidies 

whenn employing long term unemployed. 

Off  the characteristics of job-seekers which have been investigated in this study, some are 

eligiblee for both supply-oriented and demand-oriented policies. Level of education, 

languagee proficiency, travelling time, current position, availability, work experience and 

wagee costs may in principle be subject to both policy types. For example, it may be 

possiblee to train job-seekers but at the same time we may try to convince employers that 

aa lower level of education may not be a problem for certain job-assignments. On the 

otherr hand, age, health, gender, family situation and ethnic background are invariably 

linkedd to individuals and thus cannot be subject to supply-oriented policies but only to 

demand-orientedd policies. 

Ass we saw in section 2.3, current labor market policies in the Netherlands almost 

exclusivelyy cover variables eligible for both supply- and demand oriented policies. 

Therebyy these policies are almost all of the supply-oriented type. We will first look at 

thesee existing policies and relate the findings of this study to them. 

Thee results of this study indicate that job-seekers who meet the educational requirements 

forr a given job-assignment, have better chances than job-seekers with an insufficient 

levell  of education. From this it may be concluded that training jobless job-seekers may 

positivelyy affect their employment possibilities. Training, however, is only meaningful up 

too the level required for a given job. Overschooling has no or even a slight adverse 

effect.. These results support the further development of vocational training and 

emphasizee the importance of matching training efforts to job-requirements. 
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Alsoo of importance for the employment possibilities of job-seekers is a good command 

ofof the Dutch language. Language courses therefore may improve the chances on the 

laborr market of immigrants. For immigrants, however, having a limited command of the 

Dutchh language is not the most important barrier towards employment; being an 

immigrant,, regardless of one's language proficiency is far more important. 

WorkWork experience has no positive (and no negative) effect on employment possibilities of 

lowerr skilled job-seekers. This, however, does not imply that promoting work experience 

off  job-seekers would not be helpful. Although work experience itself may not be valued 

byy employers, the contacts made through work experience may lead job-seekers to more 

permanentt jobs. This finding corresponds to the fact that the transition from sheltered 

workk to employment in the market place is problematic (see e.g. OECD (1992b)); 

shelteredd work may produce work experience but as it is sheltered, may not provide the 

contactss necessary for finding a regular job. The relative importance of such contacts, 

however,, cannot be revealed by research of the type presented here. 

WageWage cost subsidies only have a limited impact on labor market chances of job-seekers. 

Ass we saw in the preceding section, employment subsidies are inadequate to even out 

thee more important barriers on the labor market. Wage cost subsidies in the Netherlands 

aree aimed at job-seekers who have been out of work for more than one or two years. 

Fromm the results on the preference model, it appears that a wage cost subsidy of ƒ 600 a 

monthh (about 25% of the wage costs at the lower end of the Dutch labor market), is just 

enoughh to offset the negative effect of long term non-participation, relative to short term 

unemploymentt or still being in education (see table 5.3). The demarcation line between 

shortt and long term unemployment seems to lie at about six months. However, long term 

unemploymentt - as compared to short term unemployment - appears to be but a minor 

disadvantagee for job-seekers at the lower end of the labor market. 

Thosee characteristics which can only be subject to demand-oriented policies, are not, or 

onlyy indirectly, covered by existing policy efforts. There are some more general lines of 

policyy such as emancipation policy, policies regarding ethnic minorities and reintegration 

policiess for the (partly) disabled, which may include employers' attitudes regarding 

gender,, ethnic background and health. In the light of the results of this study, however, it 

mustt be noted that these policy efforts have not resulted in equal opportunities for 

women,, immigrants or job-seekers with a slightly increased probability of sick leave. 

Agee discrimination is not in any way subject of existing policies. 
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Iff  employers are asked to choose between a variety of job-seekers, however, these 

characteristicss appear to be very important; far more important than the characteristics 

whichh are covered by current policies. As we saw in the preceding section, there are 

differentt possible explanations for the observed preferences of employers for young, 

healthy,, native, male workers. Depending on the type of explanation and the respective 

characteristics,, different policy alternatives may apply. The various possibilities wil l be 

groupedd by characteristics in the next subsections. We will start with policies regarding 

ethnicc minorities, although many of these policies may apply equally well to female job-

seekers,, as will be showed in subsection 7.3.3. 

7.3.22 Policies regarding ethnic minorities 

InIn section 7.2 it was shown that there are several explanations for the finding that ethnic 

minoritiess have lower labor market chances than native Dutch job-seekers. We found the 

following:: customer and co-worker discrimination, risk-aversion by small firms, pseudo-

rationalizationss and tastes. 

Fromm the discussion on the possible cost-efficiency of preferences for native workers, it 

cann be concluded that improving competition in the product market may cure many 

fallaciess of the current situation. In a truly competitive environment, firms will be billed 

forr pseudo-rationalizations and for possible tastes for discrimination. 

InIn this respect, the importance of the proposed breakdown of cartel-protection policies in 

thee Netherlands (in line with much stricter anti-trust policies of the European 

Community)) can hardly be undervalued. Competition between firms stimulates the search 

forr the best personnel rather than the most preferred personnel. Furthermore, competitive 

forcess will discourage the use of spurious information on, for example, the extent of 

customerr discrimination or the average true productivity of immigrant workers. 

Alsoo of importance is the proposed breakdown of the barriers of entry to many different 

trades.. New entrants to markets not only may lead to more competition but also may 

leadd to different hiring policies. Especially if new entrepreneurs are themselves of ethnic 

origin,, problems related to possible cultural differences may become less important. In 

thiss respect the promotion of ethnic entrepreneurship may be of importance (see e.g. Van 

derr Zaan (1992)). 
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Iff  we refrain from possible calculated discriminatory behavior, another way of promoting 

chancess of ethnic minority job-seekers may be found in the introduction of awareness 

policies.policies. Examples of such policies may be an Employment Equity Act (EEA, see e.g. 

WRRR (1989) and Van der Veen (1990)) or the introduction of industrial standards for 

hiringg and employment policies of firms (see e.g. Municipality of Amsterdam (1992)). 

Ann EEA requires firms to publish the composition of their work force, compare this to 

thee composition of the regional labor supply and formulate employment policies if the 

twoo differ too much. The prime aim of an EEA is to enable the public (both inside and 

outsidee the respective firm) to judge whether firms have 'good' personnel policies. 

Publicc opinion may then force firms to change their behavior if so desired 23. An 

industriall  standard has objectives similar to an EEA, except that this option only 

distinguishess between firms with 'good' employment policies and 'bad' ones. 

Suchh 'awareness policies' only seem applicable for larger firms (can we expect a three 

workerr work force to reflect the regional composition of the labor market?). This study, 

however,, indicates that ethnic minority job-seekers have more problems finding jobs in 

smalll  firms. As was argued in section 7.2.1 this may be due to risk-averse hiring 

strategiess aimed at survival of the firm rather than profit maximization. Since risk-

aversionn only leads to discriminatory hiring behavior insofar as it is hard to measure the 

potentiall  capacities of individual applicants, it may be argued that small firms need some 

extraa help in hiring suitable workers. The Public Employment Service (PES) may make 

suchh help operational, by counseling thoroughly screened candidates individually to 

employerss (see e.g. Van den Berg and Van der Veer (1990)). In doing so, the PES may 

takee away some of the risky investment costs associated with thoroughly screening 

candidates. . 

Thee preceding suggestions are primarily aimed at improving the chances of ethnic 

minorityy job-seekers in general. In finding a job, however, individual job-seekers of 

ethnicc origin may still encounter cases of true discrimination. Personnel selectors who 

rejectt candidates on the basis of their ethnic background, violate the first article of the 

233 In 1992 the minister of Social Affairs and Employment put forward a very restricted version of 
ann EEA: firms only have to provide information upon request of the three-party-ruled (govern-
ment,, employees and employers) Public Employment Service (PES; RBA in Dutch) and the 
informationn is not open to the public. The proposal is still in discussion. 
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Dutchh constitution. Individual job-seekers, however, may not even know they are being 

discriminatedd against. Generally, rejected applicants will not be informed about the 

qualitiess of the successful candidate. So, they cannot compare these qualities to their 

ownn and are not in a position to judge whether there might be suspicion of 

discriminatoryy selection behavior. Added to this, in case there is ground for such 

suspicion,, rejected applicants will fmd it hard to demonstrate that the law was actually 

violated.. Riach and Rich (1991b) describe this enforcement problem and propose two 

possiblee ways for dealing with it. 

First,, they suggest to provide rejected applicants with information about the 

qualificationss of the successful applicant. This way rejected applicants may fil e a 

complaintt in case they suspect being rejected on discriminating grounds. 

Second,, they suggest random audits of hiring practices, to be conducted by an 

independentt institution. This would require employers to keep records of all their hiring 

decisionss for some period of time. This information would enable the auditors to check 

whetherr discriminating hiring behavior may be suspected and to file a law-suit in case 

evidencee for such behavior is found. 

Whetherr measures requiring employers to disclose their employee selection behavior, 

whichh may be labeled a Fair Hiring Act, can be effective remains to be seen. The first 

partt of such a Fair Hiring Act may be used by many unsuccessful applicants to falsely 

accusee personnel selectors of discriminatory tastes. Besides, both the first and the second 

partt seem to provide ample room for covering up discriminating selection behavior. On 

thee other hand, it may be argued that such a Fair Hiring Act may provide the necessary 

informationn to enforce a law which is hard to enforce with regard to hiring practices 

withoutt such information. A regional pilot project might provide the necessary practical 

experiencee to assess whether a Fair Hiring Act is a feasible instrument. 

Finally,, minimum wage legislation and collective agreements have in most trades ruled 

outt the possibility of wage-competition. This implies that jobs are rationed and that many 

lesss preferred workers do not get a chance to show their abilities, nor to expand these 

abilitiess by experience, nor to expand their contacts in the labor market, all this just 

becausee they are not hired (see also Niesing et al. (1993)). The simulation in chapter 6 

illustratedd that the combination of observed employer preferences and job-rationing, may 

leavee weak groups on the labor market in continued want of work. More wage-
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competitionn at the lower end of the labor market, may create job-openings for those who 

aree currently deprived of a regular job. The alleged existence of a hidden labor market 

whichh employs many workers with an ethnic background (and women) may serve to 

illustratee this point. However, results of Koopmans (1989) seem to suggest that the same 

groupss are successful in the hidden labor market as in the regular labor market. 

Moree wage-competition may be started off by the minister of Social Affairs and 

Employment.. As was argued in WRR (1990) he may refuse to extend conditions in a 

collectivee agreement to all firms in a trade (AW, see also section 2.3.1), if interests of a 

thirdd party would be damaged by doing so. Also, it was noted in section 2.3.1 that in 

19900 average wage floors in (extended) collective agreements were about 10% higher 

thann the legal minimum wage. In WRR (1990) it was argued that AVV-ing such 

conditionss may damage the employment possibilities of lower skilled workers. Added to 

this,, WRR (1990) also suggested a way to reduce the level of the legal minimum wage. 

Suchh a measure may provide more room for wage-competition, but only if the practice 

off  A W is enacted more deliberately. 

7.3.33 Policies regarding female job-seekers 

Manyy of the remarks made in the previous section regarding the labor market chances of 

ethnicc minorities can easily be translated to the employment possibilities of female job-

seekers.. Publicity (awareness policies such as an Employment Equity Act or an 

Industriall  Standard and an enforcement policy such as a Fair Hiring Act) and 

competitionn (both in the product and in the labor market) may stimulate firms to 

abandonn possible prejudice against women and may help in providing new employment 

possibilitiess to female job-seekers at the lower end of the Dutch labor market. Apart 

fromm these possibilities, we may also derive some other accents from the results of this 

study. . 

Femalee job-seekers have especially low employment chances in the sectors industry and 

construction,, even in jobs requiring no heavy physical labor. Added to this, relatively 

feww women are employed in these sectors, which reduces the chances of women being 

hiredd in these sectors even further. These findings may imply that women are actually 

lesss productive in these sectors due to productivity related characteristics which were not 
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includedd in the profiles, but which are related to being female. It may, however, also be 

thatt the 'masculine culture' of firms in these sectors influences hiring behavior. If the 

latterr motivation dominates, improving competitive forces in these sectors may provide 

firmss with a more gender neutral hiring policy with possibly large gains. Anti-

discriminationn policies such as an Equal Opportunities Act or a Fair Hiring Act 

describedd in the previous subsection, may demonstrate employers in these sectors to what 

extentt their preferences for male workers are based on prejudice. 

Familyy situation is a characteristic which only appears to be of importance for female 

job-seekers.. The results of this study suggest that women who are breadwinners for their 

householdss (which means here that they either live alone or are a single parent with two 

dependentt children or are breadwinner for a complete family with two dependent 

children)) have lower chances in finding work than women who have a breadwinning 

partner.. As was argued in section 7.2.1, this finding may point at a true loss in 

productivityy because existing role-models in households may burden female 

breadwinnerss with conflicting responsibilities. If this is the case intensifying existing 

policiess on child-care facilities and more generally intensifying policies aimed at 

combiningg regular work and household tasks for both males and females would be 

appropriate. . 

7.3.44 Policies regarding older job-seekers 

Agee is the most important selection criterion for lower skilled job-seekers. It may be 

arguedd that people can influence their age no more than they can influence their gender 

orr ethnic background. Nevertheless, the perception of age as a selection criterion 

contrastss sharply with selection on the characteristics discussed in the previous two 

subsections.. Whereas selection on gender or ethnic background is intolerable for reasons 

off  principle, rejecting applicants because they are 'too old', is a totally acceptable 

phenomenon.. This can be read, for example, from the answers to explicit questions in 

tablee 5.1. It can also be read from personnel advertisements which almost by no 

exceptionn contain an age-limit. Unemployment statistics for the Netherlands do not 

includee unemployed over 57.5 years of age. Many more examples of age as an accepted 

screeningg device for workers may be found. 
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Thee importance of age in daily life is not limited to selecting personnel nor to the labor 

markett in general. Huizer (1991) investigates the hundreds of age-limits in Dutch laws 

andd regulations. He concludes that most of these are badly motivated, badly defined and 

seemm to serve practical reasons rather than principles of justice. Moreover, he argues that 

thee division of life into strictly age-related phases stems from obsolete physiological 

notions:: "development differs from person to person and from function to function" 

(p.. 233). 

Thee importance of age in the labor market may cause some serious problems in the 

nearbyy future. With an ageing labor force it is a dire necessity to take older suppliers of 

laborr seriously. Added to this, the general acceptance of selection on the basis of age 

mayy cause the dislike for older job-seekers to become a self-fulfilling prophecy. Workers 

whoo know they wil l not be taken seriously once they get older, may adapt to this 

prospectt and invest less in keeping their skills up-to-date. 

Policyy initiatives aimed at providing better chances for older job-seekers could start at 

dismantlingg the respectability of age as a screening device. This would imply reviewing 

manyy day to day uses of age-requirements in many different policy areas. An example 

mayy be the renewed inclusion in unemployment statistics of unemployed workers over 

57.55 years of age. A next step may include banning age-limits from personnel 

advertisements. . 

7.3.55 Policies regarding job-seekers with a slightly increased probability of sick leave 

Laborr market prospects for people with a 'slightly increased probability of sick leave', 

seemm to be rather low compared to the seriousness of their health problem. The apparent 

weightt employers attach to medical information may be fought by a ban on medical tests 

ass a screening device. But even such a ban, may not restrain employers from using 

previouss sick leave records or a spell of disability as estimates of possible future health 

problems.. Insofar as health is erroneously used by employers as a (cheap) screening 

device,, intensive counseling as described in 7.3.2, may improve the chances of job-

seekerss with a health problem. Besides, it may be noted that the new, so called, bonus-

malus-systemm for disability benefits, may even encourage employers to test for potential 
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futuree health problems. On the other hand, this system may also stimulate employers to 

activelyy re-employ workers who would otherwise have ended up on a disability benefit. 

Thee results of this policy have yet to awaited. 

7.3.66 Hiring policies of firms 

Inn an increasingly competitive environment, firms will need the best personnel they can 

get.. This also applies to the choice of lower skilled workers. Selecting good personnel, 

however,, is not an easy task and it may be tempting to rely on one's 

'FingerspitzengefühTT or one's 'nose', which were mentioned as important tools for 

personnell  selection in the preliminary studies. These tools, however, may pick the 

'wrong'' employees in terms of productivity. The revealed preferences in this study 

indicatee that such tools preferably point out applicants who are young, healthy, native 

andd male or close to this ideal picture. Such applicants, however, are relatively scarce. 

Therefore,, they may be expensive and yet may not have the right qualifications. 

Thee institutional ordering of the Dutch labor market, seems to offer a screening device 

whichh is unrivaled by any other assessment of worker capabilities: trial work periods. As 

wass argued in section 7.2.2, such trial work periods can be arranged through temporary 

employmentt agencies and/or through fixed term contracts. It must be noted that the use 

off  trial work periods for screening personnel was also mentioned in the preliminary 

interviews. . 

Usingg trial work periods rather than screening applicants on easy to observe 

characteristics,, may in particular apply to workers who may currently be disregarded as a 

resultt of possible misapprehensions of their true productivity. As such this study has 

concentratedd on women, older workers, ethnic minorities and workers with a slightly 

increasedd probability of sick leave. 

Althoughh it has not been possible to provide a solid proof that firms sacrifice money 

profitss by screening applicants primarily on their age, health, gender and ethnic 

background,, the results of this study provide food for thought for personnel selectors. In 

thee face of an ageing work force, increasing female labor force participation, increasing 

numberss of ethnic minorities on the labor market and the policy-objective of reducing 
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thee numbers of sick leave and disability benefit recipients, personnel selection should be 

givenn extra attention. Thereby it must be noted that anti-trust rulings will increasingly 

exposee firms to competition in product markets. Employers who select their personnel on 

truee capacities only, will find themselves in a profitable situation compared to those who 

lett other objectives enter their utility function. 

7.44 Conclusion 

Thiss study has shown that lower skilled job-seekers without a job are primarily selected 

byy employers on the basis of characteristics that they cannot influence themselves: age, 

gender,, health and ethnic background are the most important selection criteria. Whether 

thee observed preferences reflect discrimination or cost-efficient screening or lie 

somewheree in between these two and may be called pseudo-rationalizations, does not 

seemm to alter the gloomy picture the results imply for lower skilled job-seekers who are 

nott young, healthy, native and male. 

Thee finding that lower skilled job-seekers can do littl e to improve their own chances on 

thee labor market, has strong implications for both theory and policy. Hiring decisions by 

employerss are of importance in analyzing both the supply and the demand side of the 

laborr market. As was illustrated by the simulation in chapter 6, the empirical results on 

employerr preferences presented here may be used to link models of supply and demand. 

Policyy makers may use the results of this study to focus a greater part of their attention 

onn the demand side of the labor market. Influencing employer preferences may be more 

successfull  in increasing chances of problem groups on the labor market than current 

effortss aimed improving qualifications of job-seekers. Finally, the findings on their 

selectionn behavior may stimulate employers themselves to critically review their own 

hiringg policies: is it really optimal to select primarily on age, gender, health and ethnic 

background?? Is there any solid information that justifies selection on these criteria? Or is 

itt possible to design screening methods which result in selecting the best employee 

withoutt using characteristics that are not directly related to productivity? 
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