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WORKING IN THE POST-INDUSTRIAL SOCIETY: SUMMARY 

1. Introduction 

Over the last decade, paid work has enjoyed a remarkable re-evaluation. Whereas in 
the nineteen eighties, many had given up the hope of any return to full employment, 
and some even announced, somewhat prematurely, the approaching end of the traditional 
work ethos, in the nineteen nineties, promoting participation in employment once 
again took up a central position in socio-economic policy. In addition, this policy was 
more successful than even the most optimistic had expected: in the nineteen nineties, 
the number of employed persons in the Netherlands grew by a quarter, or almost one 
and a half million people. 

In a number of reports from the Scientific Council for Government Policy (WRR -
Wetenschappelijke Raad voor het Regeringsbeleid), the re-evaluation of paid work 
was related to an improvement in the quality of work. This quality improvement was 
said to be in part due to the transition which the economy underwent in the second 
half of the twentieth century, from the industrial phase to a post-industrial or service 
phase. Whereas in manufacturing work often meant 'physical labour', in the service 
sector work specifically offers many opportunities for giving meaning to life, and 
personal development. The initial objective of this study was to investigate whether 
the transition to a post-industrial labour market over the last 25 years has in fact been 
accompanied by an improvement in the quality of work (regradation). Some 
researchers have, after all, put forward the opinion that the quality of work is in fact 
in a downward spiral (degradation), or that the discrepancies between the 'top' and the 
'bottom' of the labour market are constantly growing (polarisation). Chapter 2 
investigates which of these three visions on the development of the quality of work 
most closely ties in with the actual developments on the Dutch labour market during 
the last quarter of the twentieth century. 

Generally speaking, three main functions are allocated to paid work, as described in 
chapter 1. Firstly, paid work is viewed as an essential source of wealth and as a 
(financial) means of support for the welfare state. A (one-time) fall in labour 
participation could mean that such support would crumble away, by initiating a down
ward spiral of constantly expanding social security expenditure, increasing social 
security contributions and taxes, rising wage costs and the disposal of employees. In 
chapter 3, this support function of work is critically examined, to determine whether it 
can be upheld theoretically and empirically. 

Secondly, work fulfils the function of providing a source of individual 'utility' or 
wellbeing. Perhaps the most important change which the value attached to work has 
undergone is that today, above all the positive contribution of work to individual 
wellbeing is focused upon. It has naturally never been denied that paid work is the 
most important source of income for the majority of households, but over the last 
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decade, increasing attention has been focused on the importance of labour participation 
for personal development, breaking out of social isolation and improving social 
participation and inclusion. On the other hand, in recent times, increased attention has 
once again been paid to the possible negative consequences of work for health, in the 
form of stress and burn-out. Chapter 4 of this study contains a detailed examination of 
the individual utility function of labour: what influence does being in or out of work, 
and the nature of employment or the type of 'inactivity' have on the individual life 
situation, both in more objective terms and as experienced by people themselves. 

A third function which is attributed to work is that of distribution mechanism. As the 
most important source of income, paid work is clearly a crucial factor in bringing 
about the distribution of income. Because generally speaking those in work have 
considerably higher income than those not in work, it seems logical that an increase in 
labour participation will contribute to a reduction in the inequality of income, and 
countering poverty. The study in chapter 5, however, demonstrates that the relationship 
between labour participation on the one hand and poverty and income equality on the 
other is far more complicated, both theoretically and empirically, than would be 
expected at first glance. 

The following paragraphs provide a summary of the research behind chapters 2 to 5 
of this study, as briefly outlined above. Paragraph 2 details the results of the study in 
chapter 2, into the changes in the qualitative structure of work, over the last 25 years. 
Paragraph 3 attempts, on the basis of the study in chapter 3, to answer the question as 
to the degree to which work in the post-industrial society fulfils the function of acting 
as a source of wealth and providing support for the welfare state. Paragraph 4 
summarises the results of the study in chapter 4, concerning the importance of paid 
work for individual utility or welfare. Paragraph 5, finally, provides an overview of 
the study in chapter 5 into the relationship between labour participation, income equality 
and poverty. As a conclusion to the chapter, the final paragraph describes two alternative 
routes which participation policy could take, over the coming years. The first route 
broadly lays down a continuation of the policy of the past decade, in which a further 
increase in labour participation is set as the key goal for socio-economic policy. The 
second route deviates in that the emphasis on greater labour participation is somewhat 
relaxed, and attention is shifted to promoting wealth by increasing labour productivity. 

2. The transformation of the labour market 

In practically all observations of labour market developments over the past decade, it 
is suggested that the market has undergone - or is still undergoing - a metamorphosis. 
Whilst the 'old' situation is invariably described as the industrial labour market, the 
denominations for the new situation range from post-industrial through to information, 
knowledge or even post-modern labour market. These varying names are already an 
indication that the character of the changes on the labour market is ambiguous. On the 
other hand, there is no lack of clarity about a number of changes. The shift in the 
economic structure from traditional (manufacturing, construction, utilities) to the service 
sector, the advancing position of the working woman, and the massive growth in part-
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time work were the most outstanding developments on the Dutch labour market, over 
the last 25 years. However, the assessment of the qualitative developments on the 
labour market does show considerable variety. There are three contrasting visions. 
According to the 'degradation thesis', the quality of work is showing a downward 
trend. Above all under the influence of technological developments, those with work 
are allegedly increasingly becoming an extension of the equipment they work with, 
whilst the work offers them ever less opportunity to develop their personality and 
capacities. The proponents of the 'regradation thesis' on the other hand identify precisely 
the opposite development. The shift from employment in agriculture and manufacturing 
to the services sector and mechanisation, automation and computerisation (two closely 
interrelated developments) mean that physically hard, unpleasant and routine work is 
gradually disappearing, whilst the newly created employment opportunities offer far 
more space for development of mental capacities and social interaction. A third vision, 
the 'polarisation thesis', suggests that both tendencies are occurring simultaneously, 
but in different segments of the labour market. The positive developments are said to 
be limited to the 'higher' occupational groups, whilst in the 'lower' occupational groups, 
the negative tendencies prevail. The middle segment is said to be ever further shrinking. 

In chapter 2, it became clear that it is not easy to determine which of these three theses 
is correct - which probably also explains why the three opinions continue to coexist. 
In respect of the occupational and job structure, there is most clearly evidence of 
regradation: the growth in employment is concentrated in the higher jobs and 
occupations. At the same time, the scale of employment in the lower occupations and 
jobs has remained remarkably stable, such that to a certain extent it is also possible to 
recognise a polarisation tendency. In respect of the content of work and working 
conditions, there is no evidence of unambiguous developments: work is becoming less 
monotonous and less hazardous, but at the same time, more people are carrying out 
physically demanding work, and more and more people in employment complain of 
high work rates. Dirty work, work with odour nuisance and noise, and work offering 
few opportunities for development are still present to almost the same extent as 
20 years ago. The development of the quality of work, therefore, offers little support 
for any of the three theses. In respect of employment relations, flexible work has 
increased considerably, but this has been far more at the expense of the proportion of 
self-employed people, than the proportion of full-time jobs. In addition, contrary to 
what is often assumed, those full-time jobs appear to be longer in terms of years 
worked, than in the past. The differentiation in employment relations and working hours 
has become greater, but this development cannot be easily classified as degradation, 
regradation or polarisation. 
This outline of labour market developments, then, generates a confusing picture. 
A clear characterisation can in fact only be achieved if certain developments are 
consciously neglected. To do justice to the range of qualitative tendencies, the only 
possible conclusion, effectively, is that at the end of the twentieth century, work was 
'different' from a quarter of a century before, without being able to more specifically 
'label' the nature of this difference. 
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3.The social welfare function of work 

The importance attached to work as a source of social welfare has over the years been 
subject to considerable fluctuations. Both the founding father of modern economic 
theory, Adam Smith, and one of his greatest critics (and also an admirer), Karl Marx, 
awarded to work a central position in their observation about the development and 
distribution of wealth. Although they differed considerably in their assessment of the 
circumstances according to which work generates the greatest social value. Other 
economists, on the other hand, have suggested that wealth can be traced back to the 
natural resources, upon which mankind is essentially reliant. 
Although similar noises have also been heard more recently, the pendulum for the 
source of social welfare, in recent times, seems to be swinging back towards paid 
work. Nonetheless, it is of little value identifying work as the source or the basis for 
social welfare. In line with current economic ideas, it is in fact only possible to say 
that wealth is the common product of the deployment of labour, capital and natural 
resources. The contribution from each of these individual production factors, to total 
production, cannot be sensibly determined, since they depend heavily on the other 
factors. 

Nonetheless, this does not mean that the question as to the contribution of increased 
labour participation to the growth of prosperity is pointless. Indeed, over the last few 
years, much focus has been placed on this effect of increased labour participation. It is 
regularly pointed out that in an ageing society, an increase in labour participation by 
the population below the age of 65 years is essential, in order to safeguard the future 
growth of social welfare. As an ever larger proportion of the population (the over 65s) 
is no longer (considered) capable of working, a larger proportion of the remainder of 
the population (the 15-64 year olds) will have to enter employment, in order to prevent 
a decline in the 'productive' base. 

This reasoning ignores two important sources of wealth, besides paid work (the possible 
damage economic growth is doing to 'non-priced' goods, such as nature, the environment 
and peace and quiet, is then also not considered). 

Firstly, not only paid work but also unpaid work makes a central contribution to social 
welfare. For example, this includes domestic work, child care and voluntary work. 
Although the valuation in financial terms of this unpaid labour is a complex question, 
the considerable quantitative importance thereof is difficult to deny. It is reasonable to 
assume on both theoretical and empirical grounds that an increase in participation in 
paid employment will have a negative effect on the amount of unpaid work carried out. 
In other words, paid and unpaid work are to some extent substitutes for one another; 
not entirely, but the development during the period 1975-1995 suggests that a specific 
increase in the time spent on paid work leads to a reduction by approximately half of 
the time spent on unpaid work. If the value of one hour's unpaid work were to be on 
average half the value of an hour of paid work, as a consequence, the growth in national 
production between 1985 and 1995, which according to the National Accounts was on 
average 2.6% per year, would have been overestimated by approximately 1.2%. 
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Secondly, the growth in social welfare, in so far as measured correctly according to 
the gross domestic product (GDP), is the sum of the growth of employment and of the 
increase in labour productivity. If it may be assumed that these factors are independent 
of one another, a specific percentage rise in employment results in an equivalent 
percentage rise in national production. However, it is unlikely that these two factors 
do truly move separately from one another. For a number of reasons, a greater rise in 
labour participation generally is accompanied by a lesser rise in labour productivity. 
The higher the level of labour participation, in order to achieve further increases, less 
productive workers must be employed. As a consequence, the average labour productivity 
per employee is forced downwards. One example is the extensive creation of subsidised 
jobs for the long-term unemployed, with (assumed) low productivity in the nineteen 
nineties. 
In so far as employment growth is achieved through wage restraint, this same 
development brings about a slowing down of productivity rises. Firstly, wage cost 
moderation, at a given level of technology, makes it less attractive for employers to 
replace workers with capital goods, because in relative terms, labour becomes cheaper 
than machines and computers. The capital-labour ratio is thus reduced (or at least rises 
less rapidly), which is accompanied by a (relative) fall in labour productivity. Secondly, 
employers also invest less in new, labour-augmenting technologies. They will continue 
to operate an older machine, which demands greater labour intensity, for longer, and 
replace it less rapidly by a new machine with which it would also be possible to cut 
back on personnel. This, too, slows down productivity rises. 
The actual growth of employment, labour productivity and national production confirms 
that there is no clear link between the growth in labour participation and economic 
growth. In the nineteen sixties, economic growth was considerably higher than in the 
nineteen nineties, whilst employment grew more rapidly in the nineteen nineties. In 
other words, the increase in labour participation in the nineteen nineties contributed 
far less to welfare growth than in the nineteen sixties. 

Nonetheless, a broadening of labour participation in itself does have a positive effect 
on social welfare, as long as the (marginal) product of the last-deployed worker 
(including the effect of the employment of that worker on the productivity of others) 
is positive. However, here we are not so much dealing with the absolute, as the relative 
contribution of an increase in labour participation to welfare. It would perhaps have 
been possible to follow an alternative route, along which labour participation would 
have risen less, but productivity and possibly also national product would have risen 
more strongly. In aiming for a broadening of the productive base, therefore, it is not 
merely a question of focusing on the level of labour participation, but equally importantly 
on the increase in labour productivity. 

Above, attention was focused on the relationship between the level of labour participation 
and social welfare. A second interpretation of the support function of paid work suggests 
that high labour participation is also important in connection with the (desired) 
distribution of welfare. At a given national product, in theory, every conceivable 
distribution of that welfare or prosperity amongst the population is possible, but the 
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resulting distribution can in turn be of influence on the level of the national product. 
The lower the level of labour participation, the greater the proportion of the earned 
national income which has to be transferred via informal channels, taxation and social 
security. The greater the scale of this redistribution, the more negative the resulting 
effect on the level of labour participation. If an 'external negative shock' (e.g. an oil 
crisis or an international recession) causes a (one-off) reduction in labour participation, 
there is the danger of a negative spiral, in which a higher tax burden, higher wage 
costs, laying off workers and an increase in the number of benefit recipients are the 
next consecutive steps. This, then is the thinking behind the negative spiral of labour 
participation and social security, also known as the social security trap. However, a 
number of critical questions can be posed of this reasoning, which represented a key 
principle behind socio-economic policy in the nineteen eighties and nineties. 

Firstly, the relationship between those in work and those not in work, which in the 
form of the so-called i/a ratio (inactive/active ratio) occupies a central position in the 
negative spiral, relates to paid employees and recipients of social security benefits. A 
third group, the non(paid) workers, not receiving a benefit, is then not considered. As 
a consequence, the categories 'active' and 'inactive' are not complementary; an increase 
in the active share of the population does not automatically result in a reduction in the 
inactive share, and vice versa. The history of the last forty years has also proven this 
to be the case. In the nineteen sixties and the first half of the nineteen seventies, the 
share of both employed people and benefit recipients in the population grew 
simultaneously. The employed share grew thanks to positive economic developments, 
whilst the share of benefit recipients increased due to the expansion of the welfare 
state, as a result of which more and more people were able to claim a social benefit, 
and less and less adults had no personal income (either from employment or social 
security). This does not necessarily mean that the growth of employment or the degree 
of participation has no influence on the i/a ratio, but it does mean that other 
'autonomous' developments are (perhaps) of greater importance. In the longer term, 
the relationship between the number of 'active' individuals' and the number of 'inactive' 
individuals is to a more considerable degree determined by institutions (in particular 
the social security system) and by social and demographic developments (such as the 
reduction in family size and ageing) which are difficult to influence, than by the growth 
of labour participation. 

A second question mark concerns the relationship between the social security volume 
(i.e. the number of benefit recipients) and the costs of social security. There is no one-
on-one relationship between the number of benefits paid and the total costs, because 
the average benefit level (the price component) also plays a role. In the past, above all 
in the nineteen eighties, the Dutch government often made use of the possibility of 
limiting the costs of social security by reducing the (relative) benefit level, for example 
by 'freezing' benefits in a period in which wages rose. As a result, during the second 
half of the nineteen eighties, the burden of social security on national income (the social 
security rate) fell considerably, although the proportion of benefit recipients in the 
population continued to rise slightly. This had, however, been preceded by a period in 
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which social security expenditure rose more steeply than one would have expected on 
the basis of the number of claimants, because the relative benefit level was raised, in 
the nineteen seventies. 

A third question mark relates to the fact that higher social security expenditure, certainly 
in the short term, does not automatically result in a higher tax burden. After all, a 
government also has the possibility of cutting back on other government expenditure, 
or to allow the budget deficit to rise. The space available for this latter option, which 
was used extensively in the nineteen seventies and eighties, is today extremely limited, 
because of the obligations undertaken by the Netherlands in the framework of Economic 
and Monetary Union (EMU). The possibilities for cutting back on other public 
expenditures would also appear to be limited in the future, because of the increased 
number of competitive wishes and needs (also in relation to the ageing of the 
population). It is therefore likely that fluctuations in social security expenditure, in the 
future, will have a greater effect on the tax burden than was the case in the past. 

The fourth question mark in connection with the negative spiral of social security is 
the most important. This relates to the 'shifting' of a higher tax burden in wage costs. 
An increase in the rate of taxation and social security, irrespective of whether or not it 
is in the first instance applied to the employer (in the form of higher employer's 
contributions for social security) or the employees (in the form of higher employee's 
contributions or higher income tax rates), leads to an increase in gross wage costs; 
this at least is the assumption. The degree to which employees succeed in shifting 
forward an increase in taxation or social security contribution to their employer, and 
the degree to which employers do not succeed in shifting backwards an increase in 
their burdens to the employees, however, is not easy to determine either theoretically 
or empirically. In theory, the degree of shifting relates closely to the 'regime' operating 
on the labour market. In a smoothly-operating neo-classical labour market, in which 
individual demanders and suppliers of labour (employers and employees respectively) 
face one another, the degree of shifting is determined by supply and demand elasticity. 
The less elastic labour supply responds to changes in the (net) wage, and the more 
elastic the demand for labour is to changes in (gross) wage costs, the greater the share 
of tax increases borne by the employees. Given that (in part on the basis of empirical 
studies) it can be assumed that the supply elasticity (at least for men) is considerably 
smaller than the demand elasticity, only a small proportion of any tax increase should 
be expressed in higher wage costs. 
This description of the neo-classical labour market, however, is not very realistic. In 
reality, wage growth is largely determined in negotiations between trade unions and 
employers. In these negotiations, other factors besides supply and demand elasticities 
play a role. According to expectations, in response to an increase in the average tax 
and social security rate on employees, the trade unions will impose higher wage 
demands. An increase in the marginal tax and social security rate, however, is for 
them a stimulus to moderate wage demands, because a gross wage increase in that 
case generates less in net terms, whilst the costs, in terms of a reduction of employment, 
are relatively high. These theoretical expectations are confirmed by empirical studies: 
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higher average tax rates increase wage costs (i.e. they are shifted forward), whilst 
higher marginal tax rates have a moderating effect on wage costs. If the average and 
marginal rates are increased simultaneously (as is often the case in practice), the effect 
on wage costs is ambiguous. Viewed against this light, it is remarkable that over the 
last few years, in political debate, so much emphasis has been placed on reducing 
marginal tax rates. Probably, as a consequence, part of the positive effect of a reduction 
of average tax rates on wage growth is in fact lost. 
The wage-push effect of higher tax and social security rates is crucial for initiating the 
negative spiral. Although this effect has in itself been confirmed by theoretical and 
empirical studies (albeit with a number of question marks), the relative importance of 
this wage-push effect, in relation to another wage-moderating effect, is generally 
ignored. The effect in question is the negative effect brought about for wage rises, by 
high unemployment. 
The fact that high unemployment has a moderating effect on wage increases has been 
known since the ground-breaking study by the English economist Phillips, in 1958. 
Although considerable controversy arose during the nineteen seventies, amongst 
economists, about the precise nature of this link (and in particular the 'sustainability' 
thereof), the negative correlation between employment and wages is repeatedly 
confirmed, in empirical studies. On the other hand, the results do differ in respect of 
the question as to whether the employment level influences the wage level or the 
wage rises. This study provided clear confirmation of the latter: every increase in the 
unemployment percentage is accompanied by a 0.65 percent lower wage increase. In 
connection with the negative spiral of labour and social security, it is above all important 
that this negative effect of high unemployment on wage rises, in the long term, is 
considerably larger than the positive effect of higher (average) tax rates on wage 
costs. Simulations demonstrate that a (one-off) rise in unemployment, which brings 
about an increase in social security contributions or tax rates, does in the first instance 
result in higher wage costs, but that rapidly, the moderating effect of higher 
unemployment soon outweighs the wage developments. As a consequence, wage rises 
remain below the level which would have been achieved, over a period of years, if 
there had been no increase in unemployment. As a result, a mechanism for restoring 
equilibirum is automatically activated, according to which, over time, unemployment 
returns to the original level. This may take some time; a one-off negative shock can 
result in higher unemployment levels for a period of between seven and fifteen years. 
Nonetheless, this conclusion is diametrically opposed to the reasoning behind the 
negative spiral, which after all assumes that there is no equilibrium-restoring mechanism, 
but that the system consists exclusively of positive feedback, as a result of which a 
one-off disruption of the (unstable) equilibrium results in an ever increasing downwards 
movement. In reality, this social security trap, then, does not exist. 

An important consequence of the above findings is that a call for increasing labour 
participation because of the risk of entering a negative spiral, is actually defective. In 
principle, at any level of labour participation, an equilibrium could be sustained. 
Although a negative, external shock can unbalance the system for a relatively long 
period, in the end, the forces which restore equilibrium will prevail. Active 
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government policies, for example in the form of reducing benefits or promoting 
labour participation, are not strictly necessary for this recovery. Nonetheless, such 
government action can accelerate the rate at which equilibrium is restored. Because it 
can take a very long time before the system returns to equilibrium on its own initiative, 
an active government role can clearly be highly desirable. 

4.The individual utility function of work 

The most remarkable change which occurred in the nineteen nineties with respect to 
thinking about work, was the reassessment of paid work as a source of individual 
wellbeing and happiness. Whereas in the nineteen seventies the critical noises about 
the 'alienating' effect of work prevailed, and in the nineteen eighties, attention was 
focused above all on the consequences for income of the loss of employment, in the 
nineteen nineties, the view became increasingly common, that participation in paid 
work was essential for a worthwhile life and for full participation in society. This 
reassessment of work was linked (for example by the WRR) to the transformation 
which the labour market has undergone over the last few decades, as a consequence of 
the transition from an industrial to a service or knowledge-based economy. As a 
consequence, employment was said to have become less burdensome, and the positive 
aspects of work were thought to be taking on an increasingly prominent position. 
Nonetheless, over the last few years, more reference has been made to the downside 
of employment in the post-industrial society. Complaints about work pressure, stress 
and burn-out are commonplace features. These feelings are expressed, perhaps in 
slightly coloured terms, in the phrase 'Work is like top-class sport'. 

The ambivalent character of work is also expressed in an inventory of a wide range of 
theoretical approaches to the 'utility' of working. In the standard neo-classical theory, 
working is first and foremost seen as a sacrifice of one's free time, for which the reward 
(in the form of salary, but also benefits and perks) should offer compensation, sufficient 
to encourage people to supply their personal labour. 
In psychological motivation theories, on the other hand, the opportunities which work 
can offer for development of the personality and self-realisation are brought to the fore. 
The degree to which work actually offers these opportunities, in this approach, is on 
the one hand determined by the content of the work, but on the other hand also by 
one's personal attitude. 
An important school of thought in sociology, inspired by Durkheim, attributes to work 
an above all integrational role. Through and via their work, people feel ties with others 
and with society as a whole. As traditional frameworks for integration, such as religion 
and the family become less important, paid work as a means of binding together society 
is thought to be becoming increasingly important. 
On the other hand, other sociologists identify the character of the labour market as a 
scene of battle. The 'strong' actors who have succeeded in obtaining a favourable 
position are offered by employment high prestige, social influence and interesting 
contacts. For many employees, however, work acts as an 'iron cage' which limits them 
in their freedom of movement, and reduces them to 'cogs in the bureaucratic machine' 
(Weber). 
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Given the considerable discrepancy in theoretical approaches to the individual utility 
of work, it comes as no surprise that the empirical analysis of the relationship between 
work and individual wellbeing in chapter 4 produced no unambiguous conclusions. 
The currently prevailing attitude that work is good for the individual welfare is, however, 
in general terms confirmed by empirical study. Both the objective life situation (income, 
health, social contacts, social participation) and the subjective wellbeing (satisfaction 
with current life situation) of those in work, on average, are clearly better than for the 
out-of-work. There are, however, major differences between the out-of-work themselves. 
Those who for reasons beyond their control have no paid employment - the unemployed 
and disabled - comply with the pattern one would expect: both their objective and 
subjective wellbeing are considerably below that of people in work. It is further 
noticeable that the disabled, in objective terms, achieve the worst score (above all due 
to their poor health), whilst the unemployed are clearly the least satisfied with their 
life situation. The remainder of the out-of-work, those who - for a wide range of 
reasons - more or less voluntarily reject paid work, however, seem to be only marginally 
worse off than those in work. In objective terms, they generally score lower than the 
employed, for example due to their lower income (with the exception of those having 
taken early retirement). However, their satisfaction with their life situation is not less 
than that of those in work. The early-retired, in fact, of all the different groups examined, 
seem to be the most satisfied, even if compared with those in work, in the best jobs. 
Housewives and students may well be a little less satisfied with their current life, but 
are only marginally or not at all worse off then the average employee. 
It is notable that the assessment of working or not working is not related to the 
importance generally attached to work. The above mentioned variance in subjective 
wellbeing is not explained by differences in the work ethos. Indeed, the opposite is 
true. Those having taken early retirement generally have a strong work ethos, but are 
nonetheless very satisfied with their existence without a job. On the other hand, the 
disabled, with a comparably strong work ethos, are very dissatisfied by the fact that 
they have no job; although the unemployed who have a less strong work ethos are even 
more dissatisfied. On average, those not in work have a slightly stronger work ethos 
than those in work. Hence, there are no indications that the fact of not being in work 
is a consequence of attaching less importance to work. Equally, there are no indications 
that individuals who are unvoluntarily without work have adapted their standards with 
a view to reducing the tension between the reality (non-voluntarily unemployment or 
disability) and their ideal (a paid job) (reduction of cognitive dissonance). 

So what aspects of work are responsible for the fact that having a job is of vital 
importance for certain individuals, whilst others could easily do without? This question 
is not easy to answer. Given that the difference between the employed and the non-
employed, as defined in this study, is pay, it would seem obvious to firstly consider 
this aspect. However, the difference in income between the employed and the non-
employed has been shown to explain only a very small proportion of the difference in 
subjective wellbeing between the two groups. The difference in income between the 
various categories seems only to influence the satisfaction with their financial position, 
which may be relatively trivial, and not to influence satisfaction with their day-to-day 
activities, social position, or the life they are leading at this moment. 
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It is more difficult to determine the importance of other aspects, since they are only 
applicable for those in employment. These include working conditions, job content, 
working hours and career prospects. Investigations amongst the employed only show 
relatively small effects of the various aspects of work on their satisfaction with the life 
situation. The most important effect identified relates to the influence of the relationship 
between job level and job content; the more attractive the job content in combination 
with a lower job level, the greater the level of satisfaction of those in employment. Given 
that the scale used for job content included a number of indicators for the autonomy 
and decision latitude of the employed, whilst the job level is an indicator for the 
requirement imposed on fulfilling a position, the result is a confirmation of the 
sociological stress theory, on the basis of the so-called demand-control model of 
Karasek. It should however be added that the relationship between job content and job 
level was not considered to have a significant effect on a more direct stress indicator 
in the form of a number of psychosomatic complaints (the so-called VOEG score). 
Hence, a poor match between job demands and decision latitude (at least in the relatively 
short term) would seem rather to lead to dissatisfaction than to stress. 
A further aspect of work which has a significant effect on satisfaction is career prospects 
(opportunities for promotion, openings for personal development). Satisfaction with 
the current life situation is apparently not only determined by good working conditions, 
but also by expectations for the future. 

The (hourly) wage rate, remarkably enough, has no effect whatsoever on satisfaction. 
This result is difficult to reconcile with the neo-classical hypothesis that the level of 
reward (in part) compensates for less attractive aspects of work. 
The relatively minor importance of the level of wages and the income difference between 
the employed and the non-employed leads us to suspect that unpaid work up to a certain 
point can offer compensation for the lack of paid work. After all, there is little reason 
why unpaid work, for example in the form of voluntary work, should be less rewarding 
than paid work except in the terms of financial aspects. Nonetheless, further analysis 
indicates that specifically for those non-voluntarily without paid employment, unpaid 
work fails largely to contribute to subjective wellbeing. The unemployed and disabled 
who carry out voluntary work or who are primarily involved in the housekeeping are 
not notably less dissatisfied than their 'fellows in misfortune', who do no voluntary 
work or work in the household. On the other hand, for those voluntarily rejecting paid 
employment, voluntary work or work in the home does make a positive contribution 
to subjective wellbeing. If housewives and the early retired do voluntary work, they 
are almost boundlessly satisfied. This could be explained by the fact that voluntary 
work, for the unemployed, in no way reduces the non-voluntary nature of their being 
unemployed. For them, voluntary work is probably a means of increasing their 
opportunities for finding a paid position, rather than serving as a substitute for paid 
work. For the early retired and housewives, on the other hand, voluntary work, it may 
at least be assumed, is a conscious choice for spending their free time in a worthwhile 
and satisfying manner. 
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Because the cross-section study on which the above mentioned results are based, 
provides no insight into the causal link between work and wellbeing, a number of 
longitudinal analyses were also carried out. However, these generate insufficient 
unambiguous results to serve as a basis for a certain conclusion that working is indeed 
the cause of greater wellbeing. 

Apparently, the results from the above empirical study into the value of working offer 
few grounds for actually identifying precisely those factors which generate the utility 
of work. The fact that the subjective perception of working or not working is only to a 
limited degree related to specifically identifiable aspects of work, and that this subjective 
perception differs considerably between individual social groups, leads almost 
unavoidably to the following conclusion: the value of working lies not so much in 
specific intrinsic or extrinsic aspects of the work itself but in the importance which 
our society, for various groups, attaches to having work. In other words, it is not the 
characteristics of paid work themselves, but the prevailing social attitude about the 
importance of work that matters. To talk in terms of a variant on the well-known 
Thomas theorem: in our society, paid work is so important because we consider it to 
be so important. Immediately, we must add the comment that the statement applies 
only to certain groups. The non-voluntarily unemployed and disabled, according to 
prevailing opinions, should 'in fact' be working, and as a consequence they see the 
lack of paid work as harming their wellbeing. In respect of the early retired, on the 
other hand, the prevailing opinion (although it is questionable how long this opinion 
will continue to prevail), is that they 'are enjoying their well-earned rest'. Whilst they 
continue to study, pupils and students are not yet expected to make a productive 
contribution to social welfare; although as more students also take on a job, on the 
side, this opinion could become more and more eroded. And although married women 
today are no longer expected to dedicate themselves exclusively to keeping house and 
child care, it would seem that making this choice is nonetheless still broadly accepted. 
But, under the influence of social developments and government policy, this choice 
too could come under increasing pressure. 

5. The distribution function of work 

Work is one of the most important distribution mechanisms in our society. This is no 
surprise, given that approximately two-thirds of the population is dependent, either 
directly or indirectly (for example via a working partner), for their income, on paid 
employment. In addition, having or not having a job is one of the most important 
determinants of the level of income, and the risk of poverty. 

In the nineteen sixties and the first half of the nineteen seventies, income discrepancies 
in the Netherlands were steadily reduced; in the second half of the nineteen seventies, 
the inequality of income stabilised, and from 1983 or 1984, the income discrepancies 
once again increased considerably, only to stabilise again, in the nineteen nineties. As 
a consequence of this turnaround in the trend-based development, the income equality 
at present is once again comparable with that at the start of the nineteen seventies. 
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The extent to which this historical development (which in fact occurred in many 
countries, albeit that the turning point may differ by many years), is related to the 
developments on the labour market and the income and employment policy implemented, 
is not easy to determine. All theoretical research available offers little insight, since it 
is primarily limited to the developments on the labour market, and therefore only 
offers explanations for changes in wage differentials. Income inequality, however, is 
influenced by many more factors than simply wage inequality. After all, the wage is 
merely one of the income sources for households, alongside social benefits and income 
from assets (such as profits and dividends). In addition, in wage differentials, we are 
dealing with individual incomes, whilst in respect of developments in income inequality, 
attention is generally focused on (standardised or non-standardised) household incomes. 
The income distribution between households is also influenced by the size and 
composition of those households (smaller families) and by the number of incomes per 
household. 

In this light, even with stable wage differentials, income distribution between households 
can change, as a consequence of an increase in the number of double incomes. The 
effect of this phenomenon on income distribution, however, is not easy to determine. 
If the additional income from the woman means that households with a relatively low 
income manage to join the middle group, income inequality is reduced. However, if 
the breadwinner already had a relatively high income, the second income may in fact 
cause the income differences to increase. From the empirical analyses in chapter 5, 
however, it proved that above all the income distribution between the two dual earners 
was of most influence on overall inequality: because the income differences between 
double income households are relatively small, the growth of this group has had a 
moderating effect on total inequality. 

It would seem obvious to look to the income policy implemented, in order to identify 
a key explanation for the increase in income inequality in the nineteen eighties. From 
1984 onwards, after all, the development of social benefits remained far behind wage 
growth: in 1984, all benefit levels were reduced by 3%, and (in nominal terms) were 
'frozen' for the rest of the nineteen eighties. Indeed, the average income for the non-
employed in the second half of the nineteen eighties remained some 8% behind that 
of the employed. Nonetheless, this increase in 'between-group inequality' has been 
shown to explain only one-fifth of the increase in income inequality, in this period. 
Far more important was the increase in the income differences between those in 
employment, and between the non-employed ('within-group inequality'). 
For this reason, in chapter 5, attention was focused on wage development. Not only 
was the increase in wage discrepancies to a considerable degree responsible for the 
rise in income equality, since 1983 or 1984, but also, the wage differentials are related 
most directly to the developments in labour participation and employment. 
However, for theoretical reasons, the relationship between employment growth and 
wage differentials is far from unambiguous. In the longer term, it seems that above all 
the relationship between developments on the demand side and the supply side of the 
labour market play an important role. Tinbergen explained the secular development of 
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wage ratios between the higher and lower-educated, on the basis of the race between 
technological development and education: if technological development leads to a 
more rapid increase in demand for the higher educated than education is able to deliver 
new higher-educated individuals, the wage gap between the high and low educated 
will increase. Although this explanation still enjoys considerable popularity, others 
ascribe greater influence to the international distribution of labour: increased competition 
from the low-wage countries is alleged to be placing the labour market position of the 
lower educated in the Western economies under pressure, and as a consequence, leading 
to greater wage differences. 
Another area in which the cause of growing income discrepancies is sought is (changes 
in) institutions. A relative reduction of the minimum wage or the minimum benefit levels 
weakens the position of the employed at the 'bottom' of the labour market, as a 
consequence of which their wages lag behind those of the better paid and more 
productive workers. A moderating role in respect of wage differences is also attributed 
to the trade unions. The increase in wage discrepancies, according to this theory, is 
said to be related to the weakening of the bargaining position of the trade unions, 
which in turn is explained by the ever falling levels of union membership. 

In more sociologically-oriented arguments, a relationship is presupposed with the shift 
in employment structure, from manufacturing to the services sector. In the (commercial) 
services sector, wage distribution is said to be more uneven, as a consequence of the 
weaker position of the trade unions, and a polarised job structure (many well-paid 
alongside many poorly-paid jobs). The fact that rewards are increasingly related to 
relative as opposed to absolute performance is also said (in part) to be a potential 
cause of the increase in income discrepancies, above all at the top. 

Which of these many theoretical approaches best explains the actual development of 
the wage differentials is not easy to determine. On the basis of the empirical analysis 
in chapter 5. it can be concluded that the majority of theoretical explanations, at least 
for the Netherlands, are relatively implausible. For example, contrary to predictions 
from various theories, the wage gap between high and low employed between 1983 
and 1991 did not become greater, but in fact narrowed. Generally speaking, within all 
the categories identified (according to sex, age, education level, sector and occupational 
group), wage inequality in fact increased; as a result, the growth in wage discrepancies 
cannot be explained by shifts between different groups. Only the change in the job 
structure (in particular the growth of scientific and management jobs) explains a 
substantial proportion (more than one-quarter) of the total increase in equality. In 
other words, above all general, macro development must underlie the increase in income 
discrepancies, which then influence every category. 
At macro level, however, no link whatsoever can be established between the development 
of imports from low-wage countries, the level of the minimum wage, the general 
growth of employment, technological developments in relation to the availability of 
the higher educated, and the degree of union membership on the one hand, and the 
turning point in the income distribution on the other. There does appear to be some 
link between the development of income inequality and the gap between wages and 
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benefits (the so-called replacement rate) and the share of unemployment in the public 
sector. This leads to the suspicion that government policy has played an important role 
in the turnaround in the long-term trend from equalisation to inequalisation. However, 
it is difficult to determine the degree to which the government actually brought about 
this turnaround, or whether it followed 'autonomous' market developments. 

Over the last few years, the promotion of labour participation has also been viewed as 
a key instrument in preventing and tackling poverty. Because those in work run far less 
risk of (financial) poverty than the out-of-work, it would seem obvious that increasing 
labour participation would reduce poverty. Nonetheless, even the relationship between 
employment growth and the development of poverty has proven more complicated than 
this simple reasoning would suggest. 
Firstly, it is not so much a question as to whether the 'average' person in employment 
is not poor, but whether the same applies for the out-of-work individual who finds work. 
The study in chapter 5 indicates that the vast majority of poor people who find work 
do indeed rise above the poverty line, after a number of years. However, to achieve 
this goal, they have to remain in work for a longer period, whilst the research indicates 
that almost half of those who find new work in fact drop back out of the labour process, 
after a period of time. As a consequence, employment only offers a structural escape 
route from poverty for some 40% of people finding work. 
Secondly, the growth in employment does not automatically result in a reduction in 
poverty, because the risk of poverty for the (permanently) employed and the 
(permanently) non-employed can increase. If employment growth is accompanied by 
an increase in poverty amongst the employed or amongst the non-employed, it is 
possible that total poverty levels will also increase. 
Thirdly, the development in labour participation relates to individual persons, whilst 
poverty is a characteristic of households. If the individuals who find work mainly 
come from households already receiving an income from employment, and who were 
as a result not poor before, the effect of increased labour participation on poverty will 
be far less, than if the individuals finding work come from poor households, with no 
income from employment. 

The empirical analyses in chapter 5 demonstrate that in practice, the last two question 
marks concerning the assumed link between labour participation and the poverty rate, 
are key. The development of the percentage of poor households in the Netherlands, 
between 1977 and 1997 was mostly determined by changes in the poverty rate within 
the group of employed and within the group of non-employed, and only to a minor 
degree by shifts between the two groups. This is further amplified by the fact that the 
considerable growth in employment in the second half of the nineteen eighties and the 
nineteen nineties only had a minimal effect on the number of 'inactive' households, 
because the vast majority of these new jobs were occupied by women (returning to 
work) and school leavers, which resulted above all in a massive growth in the number 
of two- or multi-income households. 

SUMMARY 401 



Although the slump in employment in the first half of the nineteen eighties was 
accompanied by a rise in poverty, whilst the rapid growth in employment in the second 
half of the nineteen eighties was accompanied by a fall in poverty, changes in 
employment cannot be identified as the cause of these fluctuations. In fact a third factor 
was the underlying cause of both the development of employment and the development 
of poverty, namely the economic situation. The economic recession at the start of the 
nineteen eighties not only caused considerable losses in employment, but also a fall in 
purchasing power, which led to a considerable increase in poverty amongst both the 
employed and the non-employed. In the second half of the nineteen eighties, the 
economic recovery led to both massive growth in employment and a rise in the 
purchasing power of the population; even though this rise was considerably greater 
for the employed than for the non-employed. As a consequence, poverty amongst the 
employed in 1990 had fallen well below the level of ten years earlier, whilst poverty 
amongst the non-employed stabilised at a considerably higher level than in 1980. 
Although the considerable growth in employment continued in the nineteen nineties, 
with a short interruption in 1993 and 1994, the poverty rate remained relatively 
unchanged: the risk of poverty for both employed and the non-employed changed 
almost not at all, whilst the increase in the proportion of households with at least one 
family member in employment was too low, to substantially reduce overall poverty. 

6. Two routes for the next decade 

To conclude this chapter, two routes are discussed, which could be followed by labour 
participation policy in the Netherlands, over the coming years, against the background 
of the analysis outlined above. The first route is a continuation of the policy implemented 
in the nineteen nineties, albeit with more focus on the possible bottlenecks which 
could then prevent a further increase in labour participation. The second route deviates 
from what has now become a tried and tested pathway. Without surrendering the aim 
of achieving high (or even higher) labour participation, the focus of attention is 
somewhat switched to policy areas which over the last few years have above all served 
the goal of participation, but which in the coming years, deserve to be identified more 
as policy objectives in their own right: income policy, improving productivity, and 
social activation. 

The participation-promoting policy of the nineteen nineties may be viewed as a success: 
second only to Ireland, employment growth in the Netherlands was the highest in the 
European Union, even rivalling the job machine of the United States. In this light, there 
seems to be every reason for continuing unabated the policy focused on promoting 
labour participation, into the first decade of the 21st century. This vision is powerfully 
put forward in the report Continued growth of labour participation (Doorgroei van 
arbeidsparticipatie) published in September 2000 by the Scientific Council for 
Government Policy (WRR 2000). Whereas in its 1990 report A working perspective 
(Een werkend perspectief) the WRR almost unconditionally called for an increase in 
labour participation, in its report Continued growth of labour participation, the Council 
takes up a somewhat more qualified position, dealing in detail with the possible 

SUMMARY 



negative consequences of (excessive) growth in labour participation. The report pays 
particular attention to possible bottlenecks in the field of transport, informal care 
provision (informal care and child day care), health and labour productivity and income 
distribution. In each of these fields, it is concluded that the bottlenecks in question are 
none too serious, and certainly need not represent a hindrance to continuing on the road 
towards greater labour participation. Indeed, more than once, the WRR points out that 
specifically further growth in labour participation could contribute to solving possible 
bottlenecks. Put somewhat forcefully, the position of the WRR suggests that possible 
disadvantages of greater labour participation can best be tackled by further increasing 
labour participation. 

Although it would seem possible to absorb many of the possible disadvantages of 
increased labour participation, the question arises as to whether such a policy route 
would not in the long term come up against its own natural boundaries. 'Full' labour 
participation by all persons between 15 (or 20) and 65 years old after all seems 
unachievable. Against this background, the WRR calls for a 'practically full labour 
participation', after all "on the basis of individual preference and capacities, there will 
always be people who permanently or temporarily reject participation" (WRR 2000: 
282-283). The WRR, in this connection, is referring in particular to irreversible disability, 
retirement and career interruption to care for young children. However, it also seems 
probable that in addition, for a considerable length of time, there will be a large group 
of benefit recipients, with no prospects. In 15 years of considerable employment growth, 
and a gradual rise in labour participation, the number of benefit recipients below the 
age of 65 has, on balance, remained almost unchanged, at 1.7 million. It is therefore 
debatable whether continuation of the participation increase over the coming years 
will bring about any noticeable change in this situation. There is in fact a risk that the 
polarisation of the income distribution between households will increase, because the 
number of households with a single income from work will shrink, whilst the number 
of 'zero earners' is not likely to shrink by any notable degree. Continued major emphasis 
on the importance of paid work could also be harmful for the wellbeing of those 
excluded from the employment process. 
The price to be paid for further increasing labour participation could therefore be that 
increasingly, paid work will start to penetrate other areas of life, thus leaving ever less 
space for making choices in life, which are not to a considerable degree already dictated 
by the requirements of the labour system. This, then would be making reality of the 
equalisation of society with the labour system, already identified by Kwant (1982) in 
the nineteen eighties. However, it is questionable whether this would be cause for 
celebration. 

The fact that the further increase in labour participation is bound to come across a 
number of bottlenecks does not mean that we should give up our attempts to achieve 
greater labour participation. After all, low labour participation also has its down points. 
Nonetheless, it is worth seriously considering whether the one-sided emphasis on 
promoting labour participation over the coming years should be somewhat tempered, 
and attention should be shifted to other components of socio-economic policy. 
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However important paid work is in practice for a large proportion of the population, 
this is clearly not true for everyone. Above all, increasing labour participation has 
been shown to only make a limited contribution to solving a number of key social 
problems. We are then fully justified in asking the question whether these problems 
could not be tackled more effectively, using other instruments than promotion of 
participation. 
Traditional instruments of income policy, such as taxation and social security, would 
seem to be more effective than participation policy, in tackling poverty and income 
inequality. Whereas in the nineteen nineties, the income-political instruments were to 
a considerable degree at the service of promoting labour participation, there is a great 
deal in favour of in fact giving back to income policy a more central position in 
socio-economic policy. 

If less emphasis were placed in future policy on increasing labour participation, it 
seems obvious that higher priority should be given to increasing labour productivity. 
In response to the opinions of the WRR that increasing participation is desirable from 
the point of view of financial support, as long as average production per head of the 
population continues to rise (WRR 2000: 251 ), it could equally be stated that a lower 
rise (or even a fall) in labour participation represents no problem as long as growth of 
labour productivity offers sufficient compensation. In the longer term, it is in fact 
unavoidable for further growth in wealth to come from anywhere but increased 
productivity. After all, the degree of labour participation can never exceed 100%, 
whilst the possibilities for increasing productivity, at least as long as technological 
development does not stagnate, are in principle unlimited. 
This implies that within policy, a clearer differentiation should be made between 
economic and social objectives. By applying a single instrument, namely promoting 
labour participation, to focus simultaneously on multiple targets, it is impossible for 
all of those targets to be fully realised. On the one hand, the increase in labour 
participation has contributed relatively little to social welfare (in terms of formal 
production). On the other hand, the social objective of tackling poverty and reducing 
inequality has not been achieved. If we further recognise that the economic objective 
can also be promoted via other routes than simply labour participation, the policy is 
suddenly given much more elbow-room. Economic policy focused on increasing 
productivity need no longer be put at the service of labour participation. And 
participation policy can be more specifically focused on the social objectives, without 
'burdening' economic objectives. 
If the greater increase in productivity, in this scenario, were to compensate fully for 
the slower growth in labour participation, the financial tenability of the social security 
system is in principle not placed at risk. 
The most important problem which such a policy of focusing less one-sidedly on 
increasing labour participation comes across, is that a considerable proportion of the 
population will continue, non-voluntarily, to be deprived of paid work. In chapter 4, it 
was concluded that non-voluntary 'joblessness' (as a consequence of unemployment or 
disability) is one important cause of both objective and subjective low wellbeing. And 

SUMMARY 



although by means of targeted policy it still remains possible to improve the objective 
life situation of the non-voluntarily non-employed, for example through the suggested 
increase of benefits, and by offering greater opportunities for participation outside the 
area of paid employment, for example in the form of voluntary work, it is equally far 
more difficult to cause the prevalent social opinions about desirable and undesirable 
forms of inactivity to be changed. Such a cultural sea change cannot be easily brought 
about. Nonetheless, it is conceivable that a certain degree of relaxation in government 
policy, in respect of the importance of paid work, could have an effect on the social 
attitude towards inactivity. 
Given that, in international terms the Netherlands has already acquired for itself a 
social position as 'the only part-time economy in the world' (Freeman, 1998), and at 
the same time, thanks to its good economic and employment performance received 
all-round acclaim throughout the nineteen nineties, the country could perhaps use this 
excellent starting position for becoming the country of the 'relaxed labour system', in 
the first decade of the 21 st century. 
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