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Transformations in the Meaning of Unemployment

Joseph Smucker
Department of Sociology-Anthropology

Concordia University, Montreal, Quebec

Au cours des derniéres années, le discours des responsables
de politiques gouvernementales ence qui concerne l'emploi
s'est transformé. Alors qu'il traitait de justice sociale et des
droits des citoyens, il met maintenant I'accent sur la néces-
sité de I'emploi pour la construction d'une économie plus
efficace et surson utilité pourcontrdler I'inflation monétaire.
Ce changement résulte d'une tension soutenue entre la
justice sociale pour le citoyen, de toute apparence libre et
égale, et la préservation d'une économie efficace. Cette
modification du discours de la part des responsables de
politiques gouvernementales dans le cadre de ces themes
culturels a influencé I'optique du public sur I'emploi.

Over recent years the discourse ofgovernment policy-makers on
the issue ofunemployment has become transformedfrom a moral
problem ofsocial equity and the rights ofcitizens to an économie
cost, necessaryfor a more efficient economy, useful in controlling
inflation. This shift represents one outcome ofa continuai tension
between social equityfor the ostensiblyfree and equal citizen on
one hand and preserving the "efficiency' of the economy on the
other. Theshiftin the discussion ofthese cultural thémes by policy
makers has had an effect on the perspectives ofthe larger popula-
tion.

CULTURE XIV (1), 1994

Introduction

Culture, according to Bellah, et al (1985), consists
of "dramatic conversations about things that matter
to their participants”; of "argument(s) about the
meaning of destiny its members share" (1985:27).
Such adéfinitionis particularly appropriate inwestern
industrialized societies where the values of individ-
ual freedom and equality are central thémes in the
various domains of rhetoric of their cultures. They are
especially salient in political rhetoric.l

While the définitions and interprétations of "free-
dom" and "equality" are highly varied in political
discourse, the central context for their expression in
industrialized societies hasbeen gainful employment.
Gainful employment is the means by which individ-
uals attain social and moral stature in industrialized
societies. Thus, debates about individual and public
welfare invariably involve questions about the right
to secure employment and the faimess of the rewards
obtained from that employment. The first deals with
the moral rights of participation in society as citizens.
The second deals with just rewards.
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These are économie questions as well. Gainful
employaient is the means by which collectively
produced wealth is distributed among individuals.
As social theorists and commentators at least since
the classical economists of the 18th century héave
pointed out, the political rhetoric of capitalist in-
dustrialized societies has become fused with ques-
tions of économie well-being. Thus, lack of sufficient
gainful employment among a nation's population
raises questions of wasted resources of labour. The
issue of faimess of rewards obtained during em-
ployment invokes concem over cost efficiencies.

There are then, two sets of meanings running
along beside each other in "conversations" among
policy-makers: a set of meanings stressing the moral
issues of the rights of citizenship and a setof meanings
stressing the efficiencies of the economy. These are
not always mutually reinforcing and indeed are
often in conflict.

In this paper, | wish to show how, over recent
years, in the "conversations" of govemment policy-
makers, the issue of unemployment has become
transformed from a moral problem of social equity
and the rights of citizens to an économie cost, nec-
essary for a more efficient economy. Embedded in
this concem of économie efficiency has been the
préoccupation with the control of inflation. My
interprétationis that this shift represents one outcome
of a continuai tension in the culture of industrial
societies between ensuring some sense of social eg-
uity for the ostensibly free and equal citizen on one
hand and preserving the "efficiencies" of the econ-
omy on the other. | provide some evidence that the
manipulation of these cultural thémes by policy
makers has also had an effect on the perspectives of
the larger population.

The Meaning of Employment and
Unemployment

The existence of unemployment and underem-
ployment and their causes have been contentious
issues among social commentators even before the
more eloquently expressed concems of Adam Smith,
Thomas Malthus or David Ricardo. But what was
once a problem of persuading people to submit to the
discipline of a regimented paid labour force has
become one of providing a sufficientnumber ofjobs
for those needing them, not only for économie rea-
sons but for social and moral reasons as well.
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The idea of a productive citizen embodying a
moral virtue has had a long tradition in western
culture (Arendt 1958), but with industrialization, the
expression of this virtue has centered almost wholly
on paid employment (Baum and Cameron 1984; and
see Pope John Paul Il n.d.). Gramsci's notion of
"Fordism" encapsulétes the idea that the mode of
expression of the productive citizen is to take place
asapaid employée within the industrial organization
(Gramsci 1973). Notto be employed implies either a
lack of moral virtue or "character” or the absence of
opportunity to acquire theseattributes (Gramsci 1973:
4).

One might advance the thesis that such a heavy
moral "loading" is a conséquence of institutional
shifts in which the vast majority of employment
takes place in autonomous settings of limited social
responsibility (and liability) while formerly sup-
portive institutions such as the family and commu-
nity have been unable to absorb the économie and
moral losses associated with the absence of formai
employment.2

Govemment agencies, designed to carry the
costs of unemployment, provide ameliorative social
welfare, butin the process of identifying and treating
the unemployed they may also create and reinforce
négative social assessments of what it means to be
unemployed (Burman 1988).3

Market-oriented économie models add to this
imagery of isolation by assuming that individuals
act on the basis of rational self-interest with no
regard for the welfare of society at large. They
assume that if incentives are not adéquate, individ-
uals will fail to maintain their commitment to em-
ployment. Indeed, assumptions about the most ef-
fective goads to maintain allegiance to employment
and to generating wealth have been powerful in-
fluences in the choice of policies designed to combat
unemployment. Représentatives of various versions
of neo-classicism argue, for example, that the threat
of personal costs of unemployment are not only
required to maintain optimal levels of commitment
to employment, but they enhance the tractability of
labour to ongoing technological change.

Butthe idea ofacertain degree ofsocial "embed-
dedness" of employment in a broader supportive
social context is not entirely absent from économie
models either (Granovetter 1985). Those who sup-
port schemes to ensure relatively high levels of em-
ployment, Swedish "institutionalists", for example,
begin with the argument that the lack of institutional



means to support widespread employment causes
workers tobecome highly défensive and protectionist
and thus less, rather than more committed to the
demands of employment, and certainly less tracta-
ble (Aberg 1984; Schwerin 1984; Schott 1984; Oster-
man 1988. For ‘classical’ expressions of this approach
see Commons 1918; Perlman 1949; Polanyi 1957,
Kerr, et al 1960).

of employment, Swedish policy makers have put in
place a wide range of support services that médiate
between states of employment and unemployment.
Buteven they have had to deal with the highéconomie
costs of such services. Meanwhile, in both Canada
and the United States, with the continuai increase of
women in the labour force, especially over the past
twenty years, and the resulting problems of care for
family dependents, the conséquences of the sépara-
tion of employment from other institutions of social
support hadve prompted expressions of increased
concem over how these two opposing responsibili-
ties can be reconciled (for example see Statistics
Canada 1994).

Employment, Inflation and Government
Policy

In Canada, the Great Dépréssion of the 1930's
was the first major shock to the assumption that the
market economy was self correcting in dealing with
problems of unemployment (although Marxists had
warned that such a cataclysm was inévitable).
Govemments were forced to intervene in an effort to
ameliorate its effects. Itwasbecause of the expérience
of that period that the groundwork was laid for most
of the progressive social législation that followed.4

Since the 1970's, however, these policies, once
assumed to be fundamental, not only for social jus-
tice butalso for économie welfare, came to be seen as
économie liabilities. Some authors have attributed
the abandonment of these priorities to a lack of
political will (Bellemere and Simon 1988; Muszynski
1985) or to ineffective policies stemming from un-
coordinated and uncooperative governmentagencies
(Doem and Phidd 1983). Others have pointed to the
inhérent contradiction within "welfare states" (be-
tween the need to accumulate funds for social wel-
fare programs versus accumulating funds for in-
vestmentand hence furthering économie growth), as
leading to increased concem over économie issues,
and more particularly inflation (O'Conner 1973,

representing the left and Bell 1976, the right). Ail of
these accounts are plausible and, indeed, may be
true. What | wish to argue, however, is that the
historically unprecedented long period of économie
growth after the Second World War, led government
policy-makers to assume thatalmostalone, économie
growth would enhance not only material standards
of livingbut also ameliorate social problems as well.
Thus, policies were directed toward insuring that
the economy would operate relatively efficiently
and, as a resuit, would serve the interests of social
equity. The social costs of unemployment were
viewed as short-term, a necessary means by which
market efficiency could be regained.

After the Second World War, Canada, like the
United States, braced itself for a re-enaetment of the
massive problems of unemployment it had experi-
enced foliowing the First World War (Muszynski
1985:254-256). They never materialized. The polit-
ical exigencies and the nature of the responses to
them were considerably different after the Second
World War. Spurred by the massive demands in
rebuilding the économies of Western Europe and
meeting pent up demand in domestic markets, the
years after the War were remarkable in the length of
continued real économie growth. Except for a few
faltering years in the 1950's, this largely halcyon
period lasted for some 25 years.

It was also during these years that Canada, like
many other western industrialized countries ex-
panded programs of social welfare providing the
basis for the often maligned "welfare state”. Not
only did these programs provide for the care of the
aged, the destitute, the unemployed and later, those
requiring medical care, they also included a variety
of job training programs designed to reduce unem-
ployment levels below what was then regarded as
the unacceptably high rate of 3 or 4 percent. These
policies were guided by the assumption that con-
tinued growth in the economy was the fundamental
solution to social welfare and that the added gov-
emment services could easily be afforded for those
few who were unable to benefit from that growth.

In the late 1950's and early 1960's there were a
number of signs that the economy was not adhering
strictly to the conventional économie and political
wisdom at that time, namely that increased demand
wouldmaintainhighemploymentlevels and counter-
cyclical économie policies would diminish the nég-
ative impact of recessions on employment. Thiswas
aKeynesianview, an interprétationwhich had gained
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a réputation for reliability as a resuit of its applica-
tion during the Great Dépréssion. In this model, full
employment could be maintained in an economy
with stable prices up to the point where demand
begins to outstrip the capacity to produce given
quantifies. After that point inflation with its érosion
of real income is likely to occur. Other things being
equal, inflation should be only a temporary phe-
nomenon until production matches increased de-
mand. Butarecessionin 1957-58 (modestby today's
standards) and an upward creep in prices, seemingly
independent of unemployment rates and before ca-
pacity had been reached, caused some appréhensions
among economists and govemment policy makers
(Riddle 1986:8).

Similar trends were noticeable in the American
economy. Explanations for price increases focused
on impediments to the operations of the market
through price-setting and the impact of oligopolies
(Garraty 1978:240). Unexpected high unemploy-
ment rates, surpassing a rate of three percent (ex-
tremely low by présent standards) caused an ex-
amination of, and in retrospect a near hysteria about,
the impact of automation in goods-producing in-
dustries, the most dramatic of which was the auto
industry (Walker, Guest and Turner 1956; Riddle
1986:8). These rates also prompted inquiries into the
degree to which clearing functions of labour markets
couldbe enhanced by improved information services,
training programs and support for easing the geo-
graphical mobility of labour.

The effects of supply "shocks" on the économies
of western industrial societies in 1973-74, caused
primarily by OPEC-induced higher prices for oil,
higher commodity prices and world-wide shortages
of grain, undermined the assumption that steady
growth rates in productivity and real incomes could
be permanent features of western industrialized
societies. Faced with sudden increases in inflation-
ary rates and the érosion ofinvestmentvalues as well
as a slow-down in gains in standards of living, the
efficacy of pastpolicies regarding public welfare was
in serious doubt.

In the debates among economists about the
causes of inflation, one factor became prominent—
the cost of labour.5

These costs appeared to respond rather quickly
to upward swings as product demand increased but
did not respond as quickly, if at ail, to downward
trends in the market. Some, neo-classical economists
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inparticular (Friedman 1962), argued that there were
too many institutional barriers in place such as union
labour contracts, government labour protection
policies such as minimum wage laws, health and
safety standards, pension contribution requirements,
etc., which obstructed required downward trends in
wages during downtums in the economy. These
were arguments based on the necessity to preserve
the "freedom" of individual actors; of firms to raise
or lower their wages and of persons to adjust their
expectations.6

Based on these assumptions, there emerged the
common, though not entirely validated, assumption
thatbecause money wages were positively associated
with inflationary rates, they were also a primary
cause of those rates (Barry 1985). However, even
when wages were notheld to be the primary cause of
inflation and sufficient récognition was directed to-
ward other factors such as demand shifts, supply
shocks or excessive govemment spending, or a
combination ofail ofthese, an orthodoxy thatemerged
was that increased unemployment levels was the
price to be paid for reducing rates of inflation.
Keeping inflationary rates low was necessary to
divert income from immédiate consumption and
toward long-term investments in productive enter-
prises which in tum would create employment (see
also Smith 1992; 17, 34-35; 64-65).

In the "conversations" between Keynesians and
neo-classical economists, the latter insisted that
supply factors determined long-term trends not
demand, a mainstay of Keynesians. In the neo-
classical view if there were no impediments to the
downward push of wages, the increasing supply of
labour would force a lowering of its costs. "Imped-
iments" such as minimum wage laws, cost of living
clauses in labour contracts and so on merely served
to ratchet up wages during periods of increased
demand while freezing them during periods of
contraction. If markets would clear as they should
and if prices and wages were completely flexible
then an over-supply of labour should drive wages
down while employment rates are maintained.
Unemploymentwouldbe atemporary phenomenon
depending upon wage stickiness and structural im-
pediments.

Unemployment, according to this view is a con-
séquence of voluntary decisions on the part of
workers. Itis their choice to remain unemployed or
tobeemployedatoffered (and variable) wage rates.
If the impediments to markets were removed, invol-



voluntary unemploymentwould notbe a possibility
since employers would be free to vary their wage
rates and the absence of supports for the unem-
ployed would increase the incentives to seek em-
ployaient (Lindbeck and Snower 1988).

"Monetarists" added a new dimension to the
debate and in so doing incorporated some of the
arguments ofboth the Keynesians and neo-classicists.
They retumed to the assumed motivations of indi-
vidual actors. Contemporary actors inthe market for
employment were not ignorant. If they were aware
of existing rates of inflation, ifthey were cognizant of
the effects of extemal shocks to both supply and
demand, ifthey knew about the effects of govemment
interventions, then they would behave on the basis
of expected rates of inflation. These expectations
would intervene in the trade-off between unem-
ployment and inflation. Wages and prices would be
set by expectations regarding not only current rates
of inflation but also govemment interventions. As
long as actors expected that govemment interven-
tions or other shocks to the System would raise rates
of inflationary growth they would simply hedge
their bets by taking these possibilities into account
(e.g. costs of living clauses in labour contracts, en-
hanced benefits, etc.). If actors came to believe that
inflation rates were steady or kept ata minimal level,
this spiral could be stopped.

In taking the idea of expectations into account,
the important element was "credibility"”; that the
govemment really meant what it said as it set about
to curtail expectations about rates of inflation. Such
restrictive policies were necessary only as long as it
took to change expectations about inflation rates.
The cost, of course, would be a period of high un-
employment coupled with aconsidérable number of
business failures. But these were to be balanced
against long-term gains. The seriousness of the cure
depended upondifferentratios ofemploymentlevels
to inflation. In Sweden, in 1990 it was estimated, for
example that a réduction in inflation rates there
would require an increase in unemployment from 1
1/2% to 2 1/2% ("Survey", The Economist, March 3,
1990: 9), while in Canada various pronouncements
of the govemor of the Bank of Canada at that time
estimated that an unemployment rate of at least 8%
was required to contain inflation within acceptable
limits (McGillivray 1990).

In Canadaasin the United States policy-oriented
economists thought that the size of the trade-off
between controlling inflation and subséquent effects

on unemployment could be minimized through ju-
dicious govemment interventions in the labour
market such as facilitating the speed of information
about supplies of labour and availability ofjobs, and
job training programs during periods of industrial
restructuring (Pal 1987; Rice 1985; Muszynski 1985).
Further, from the point of view of govemment pol-
icies, the judicious application of monetary and fis-
cal policies could be an even more effective means to
minimize these trade-offs in the long-term, if not in
the short-term (Riddell 1986).

That relatively high rates of unemployment for
relatively long periods of time should be tolerated in
the interests of controlling rates of inflation (short-
term for neo-classicists, depending on barriers in the
markets for labour; indeterminate for Keynesians,
depending on factors other than labour supply)
represents a significant change in the meaning of
unemployment when translated into govemment
policy (Keyssar 1987). It indicates a change in the
réle of govemments, from providing supports for
social welfare and thus assuming the costs of market
driven waste in "human capital” to serving as a
moderator in the market, acting in the interests of
ensuring the reliability of investments in productive
enterprises. In the first instance, unemployment is
recognized as a frequent failure of markets to absorb
labour and requiring the govemment to step in as an
agency of "last resort”. In the second instance, the
assumption is that employment is contingent on the
reliability of the market and when the reliability of
the market is preserved, employment is eamed as a
matter of free choice rather than assured as a matter
of équitable right.

The transformation of "unemployment" as a
social problem to its status as a cost, necessary in the
service of the economy, is captured in the concept of
the "naturel rate of unemployment" or, more tech-
nically, the "Non-accelerating Inflation Rate of Un-
employment” (NAIRU). These concepts convey the
meaning that there is some point at which additional
employment produces labour scarcity resulting in a
rise in wages and subsequently an increase in infla-
tion.7 These levels may vary in different societies
depending on the mix of technology and labour, on
established govemment policies that influence the
flexibility in the costs of labour, etc. Itisthisidea, that
given rates of unemployment must be accepted, in
controlling for inflation that captures most clearly
the transformation of unemploymentfromaproblem
of social welfare to an économie factor whose social
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costis required for the sake of "the economy"(Gordon
1987; Shulman 1989). Thereisno conceptofa"natural
rate of inflation"” or a "Non-accelerating Unemploy-
ment Rate of Inflation"” which would suggest that
some inflation should be tolerated in the interests of
maintaining higher rates of employment.8

The "Market" as a Cultural Icon

The idea of "the Market" as a metaphor for
capitalism is a wonderful fusion of the post-En-
lightenment ideas of freedom and equality and the
pursuit of self-interest with the hope for the im-
provement of public welfare.9 Everyone, it is held,
hasboth the freedom and the equality of opportunity
to maximize his or her retums and in acting on these
pursuits society at large benefits. The imagery ré-
solves the perennial dilemma of individual versus
collective welfare. (Butsee Bell's view of the ultimate
conséquences of this classical liberal view and the
transformation of "needs" to "wants", 1976: 220-
227).

The dark side of the metaphor is that there are
losers as well as winners and left unchecked, the
winners can continue to maximize their retums as
the losers continue to lose. As Blinder has pointed
out, the market emphasizes efficiency, not faimess.
Indeed, only to the most self-satisfied "winner" can
the market be perceived as meeting any ethical
standard of faimess (Blinder 1987: 27; Schor 1991).
The winners continue to win as they produce what
others in society want. The losers have less or
nothing to offer and they must overcome far more
obstacles in achieving those attributes which others
desire. The principles of the market assume that
there must be adéquate incentives to make individ-
uals want to achieve ever greater amounts of éco-
nomie welfare, but incentives also promote ine-
qualities.

Unemployment and inflation are two "evils"
that economists have identified as inefficient out-
comes of the compétitive process. In their ledgers,
every person unemployed represents productivity
foregone and thus, a lowering of a potentially higher
standard of living for ail. But inflation, particularly
ifthe rates of inflation are unpredictable, robs retums
on investments already made and prevents a stable
calculation for future investments in anything that
has risk attached to it. The debates regarding the
relative costs of attempting to minimize unem-
ployment rates versus controlling the rates of infla-
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tionare eminently sensible among economistswhere
efficiencies are crucial. Is investor confidence to be
preserved with the implication that such confidence
will eventually be translated into more productive
capacity and hence more jobs or is demand and thus
employment to be encouraged even though this will
foster inflation and thus make the value of invest-
ments less secure?

The neo-classical economists have argued that it
is investments that are crucial in eventually creating
jobs; that the "supply" of capital is what drives the
economy and thatits value mustbe protected against
inflation. More "liberal" Keynesian economists ar-
gue thatjob création is what stimulates demand and
it is demand, not supply that drives the economy.
They argue further that there is no guarantee that
investments will be directed toward employment-
creating enterprises that will benefit the population
as a whole and they cite the growing disparities of
wealth that have occurred during the period of ag-
gressive controls of inflation.10 In addition, others
point to the huge social costs of unemployment such
as increases in petty crime, mental illness, domestic
violence, etc. that should be taken into accountin any
assessment of comparative costs (Liem 1987; Sharpe
Voyer and Cameron 1989).

The control of money supply is the principal
means by which govemments and central banks can
control inflation and/or employment. However, as
these matters are now conceptualized there are
necessary trade-offs. Tightening the money supply
inthe interestofcontrolling inflation reduces demand
by driving up interest rates, reducing investmentsin
goods and service producing enterprises and finally,
reduces employment. Loosening the money supply
sustains effective demand (in part because individ-
uals are induced to make purchases quickly in order
to minimize later perceived increases in costs), and
maintains higher employment levels but at the cost
of controlling price levels (Hibbs 1985: 179). Since
about 1975, the fédéral govemment has chosen to
make inflation its "problem of choice". Along with
the Bank of Canada, it has sought to control inflation,
with the idea thatby restoring "investor confidence"
any problems of unemployment would eventually
be resolved. But the controls designed to restore
investor confidence impose costs that are notequally
shared. Since the principal conséquence of these
controls is greater unemployment, it is the more
expendable skills of labour that bear the burden of
these costs (Blinder 1987:55). Debates continue over



the relative costs of inflation versus unemployment.
But if rates of inflation remain relatively steady and
moderate, it is hard to appreciate the seriousness of
its négative effects relative to the costs of unemploy-
ment (Barry 1985:316). Afterail with fairly predictable
rates of inflation, contractual arrangements, taxation
policies, wage and pricing levels can ail take these
rates into account. If equity is an issue, then as
Keynes once pointed out, inflation is a great equal-
izer. Indeed, there is some evidence that at the
bottom of the scale, real incomes rise faster, relative
to those at the top during inflationary periods
(Blinder, 1987: 55). Controls on inflation clearly
benefit the wealthy and their investments as well as
those living on fixed incomes. The effects on those
living on wages, particularly wages from low skilled
jobs, are, in the short term, severely négative and, in
the long term, less certain in their positive effects.1l

Regardless of the position one takes on these
issues, what is important for the thesis of this paper
is the transformation in the meaning ofemployment:
from anissue of social welfare, the concem for which
was rooted in the expérience of the Great Dépréssion,
to appréhensions about économie costs to ensure
"full” employment. In the process, "employment”
has become primarily an économie counter-balance
in opposition to inflation. What is of spécial signif-
icance is that in govemment policy agendas, em-
ployment has been sacrificed in the interests of
controlling inflation rather than the other way
around.1?

The Market and Institutional Arrangements

One factor contributing to the aversion against
inflation may be the distribution ofinfluence between
labour and capital.

Where labour organizations are weak, individ-
uals lack institutional support for challenging the
employment costs of anti-inflationary policies. The
strong influence of labour organizations in Sweden
provides some credence for this view. The idea that
employment should be available to everyone who
seeks it has played a central réle in govemment
policies (van den Berg and Smucker 1992; Smith
1992). In contrast, labour unions are relatively weak
in Canada and even weaker in the United States.
There are no organizations of sufficient power to
defend the principle of "full employment".

Anti-inflationary policies are most likely to be
favoured by individuals representing the interests of
financial institutions such as fédéral reserve banks

(Hibbs 1985: 194). Their influence is particularly
strong where these banks remain relatively impervi-
ous to political influence.13

Insofar as policy makers are concemed, the ab-
sence of stable institutional arrangements that em-
phasize the central importance of employment sug-
gests that the only options available for resolving the
twin problems of économie efficiency and social
welfare are those of a broad technical nature. Un-
employmentthusbecomes apartofalarger technical
problem; of abstract marketforces gone wrong. Thus,
attention becomes focused on the use of macro-
economic instruments designed to control inflation
(e.g. tight monetary policies). These policies also
héve the appeal of simplicity and technical elegance.
They are less controversial than are attempts to aid
different sectors of the population which are differ-
entially affected by unemployment.14

Further, the use of such macro-economic tools
enables policy makers to relegate responsibility to
abstract market forces rather than to spécifie policies
of the govemment. Finally, just as inflation affects a
broader and more influential constituency, so the
remedies for inflation are also likely to gain greater
public acceptance where institutional support is
lacking to challenge the assumptions of individual-
ism embedded in the cultural icon of "the market".
Some evidence for the validity of this lastexplanation
follows.

Institutional Arrangements and Public Views

It should be made clear that inflation does exert
real costsand itisalégitimate concem foreconomists
and policy makers. But it is questionable whether
the effects of steady and moderate rates of inflation
are more costly to most individuals than is unem-
ployment. | hdve suggested some reasons why high
rates of unemployment héve been tolerated by pol-
icy makers in the interest of controlling for inflation.
| suggested that without institutional interventions
aimed at protecting employment in the marketplace
there are few incentives to pursue these objectives
directly. By choosing inflation as their "problem of
choice", policy makers hdve converted the meaning
of unemployment from a major source of social
identity, moral worth and social equity to an ex-
pendable économie cost, even though, in économie
terms itis recognized as a necessary condition for the
création of wealth and its distribution. A final
question is whether this transformation in cultural
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meanings among policy makers has influenced the
outcomes of "conversations that matter” among the
population at large.

In a comparison of the United States, West Ger-
many, France, the united Kingdom, Japan, Italy and
Sweden, over a 30 year period, from the late 1950's to
1978, Hibbs found that électoral support for gov-
emments declined "drastically" as unemployment
rates increased. An exception to this general finding
was that in West Germany and the United States, the
inflation rate in the 1970's had a larger effect on
lowering of political support than did high unem-
ployment rates (Hibbs 1985:186).

Itis customary to mark the first oil crisis of 1973-
74 asthe eventwhich dramatized the growingfragility
and vulnerability of national économies to interna-
tional markets. Nevertheless, it is not obvious why
in économies in which inflation and unemployment
became major problems, inflation, rather than un-
employment would have a greater négative impact
on political support only in West Germany and the
United States. It is possible that memories of hy-

Figure 1.

perinflation in Germany during the Great Déprés-
sion of the 1930's contributed to that continuing
concem, but a similar explanation is not plausible in
the United States.

Data from Gallup poils conducted in Canada
reveal thatin response to the open-ended question of
"what you think is the most important problem
facing this country today", "unemployment"” was
themost frequentresponse from the time this question
was first asked in 1964 to 1973. After the oil and
commodities price hikes in 1973 and through 1983,
the state of the economy and "inflation" was the
"problem" most frequently named by those in the
Gallup surveys. The shift, beginning in 1973 is
consistent with the findings from West Germany
and the United States in Hibbs' research. From 1983
until 1988, "unemployment" was again the response
given by the highest proportion of respondents in
Canada. In the years since 1988, "inflation" became
the response given by the highest proportion of
respondents. Figure 1 illustrates the pattern of these
responses up to 1991. Since 1991 and following the
drop in rates of inflation, there has been a sharp
upswing in the percentage of Canadians who think
unemploymentis the major problem tobe addressed

The Most Important Problem Facing This Country Today
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in contrast to inflation. (InJune, 1993, 79 percent of
the sample believed that the govemment should
curb unemployment rates in contrast to 18 percent
who believed inflation was still the major problem.
See Gallup Report, June 21,1993).

Figure 1 also provides trend data on rates of
inflation (the Consumer Price Index) and unemploy-
ment. Asindicated inthefigure, whetherrespondents
choose inflation or employment seems to follow
sudden changesinrates ofinflation or unemployment
rather than steady trends in these rates. Still this
does not explain why, if our assumption about the
central importance of employment is sound, indi-
viduals would choose inflation as the major problem
even though unemployment rates have remained
high ever since the mid-1970's and continued to
slowly climb. After ail, aloss of employmentis aloss
of income, of social identity and moral approbation.
The social meaning of inflation, on the other hand, is
more a matter of relative deprivation—that indi-
viduals perceive that either their increased income is
not matched by increased purchasing power or that
the worth of their savings is being eroded.

Hibbs (1985) offers a number of reasons why, in
West Germany and the United States, after 1973
there has been more support for reducing inflation
rates rather than reducing unemployment rates.
These reasons may be instructive for Canada as well.
First, he suggests that support for anti-inflationary
measures may be a function of variability in infla-
tionary rates rather than steady rates. These may
induce personal insecurities. People may fail to take
into accountinflation-induced gains on fixed-interest
liabilities (e.g. home mortgages) in their assessments
of losses on money-valued assets such as pensions
and life insurance. Second, Hibbs (1985:188) points
to some evidence that people tend to divorce their
own increase in eamings from their purchasing
power, perceiving that rising prices erode their real,
rather than nominal eamings. Blinder (1987: 51-54)
provides some additional evidence that makes this a
plausible reason.

But a more adéquate account of the causes for
the variation in public concem for the issue of un-
employment would hé&ve to examine the degree to
which individuals believe that they are at least
somewhat protected from the vagaries of labour
markets, whether this is derived from a strong labour
union presence, from practises by employers of
employment security, or from govemment législa-
tion. Where individuals perceive thatthey have little

such protection, itis likely that not only will shifts in
concem between unemployment and inflation be
more pronounced, under varying conditions, but
that inflation will be perceived as the more pemicious
problem. In effect, institutional arrangements
structure the options. W.ithout institutionalized
"buffers" to the vagaries of the market, concem is
more likely to be expressed about the efficient op-
erations of the market itself than about controls over
its effects. Under such conditions, seemingly random
effects of unemployment may not appear to be as
immediately threatening for the majority of the
populationwho remainemployed. Rather, the effects
of inflation on income become readily apparent to
everyone: any rise in wages would not be translated
into a similar rise in standards of living.

In his analysis of survey data on Canadians'
choice of the more important problem, unemploy-
ment or inflation, Johnston concludes that Canadi-
ans are more averse to unemployment in the short
runbuttheyhéve an underlying permanentaversion
to inflation (Johnston 1986: 124). The swings in
aversion to unemployment appear to be more pro-
nounced than aversion to inflation, he finds. That s,
growth in unemployment rates resuit in more dra-
matic shifts toward unemployment aversion than
growth in inflation produced in inflation aversion
(1986: 127). This also means, writes Johnston, that
concem about unemployment can evaporate more
quickly than concem about inflation.

At a personal level, Johnston finds that individ-
uals have a greater fear of unemployment than they
do of the effects of inflation. But personal fears do
not necessarily translate into définitions of national
problems. Inflation may stillbe defined as the greater
national problem despite the fact that an individual
respondent may fear unemployment for him or
herself (1986:133). How might this be explained?

Again, the answer is likely to be found in an
examination of institutional arrangements and the
agendas presented by policy makers. Individuals in
Canadaare very much at the mercy of the vagaries of
different labour markets. There are very few insti-
tutionalized safeguards for theiremployment. Thus,
though they may personally fear becoming unem-
ployed, there is always the hope that it will remain
only a possibility. Inflation, on the other hand, is
pervasive and affects everyone. In this regard, it is
relatively easy to define it as a national problem
when unemployment for each individual remains
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only a possibility, govemed as it is by the indetermi-
nancy of the market.15

Such an interprétation would account for the
early support for the conservative govemments of
Thatcher in Great Britain, Reagan in the United
States and Mulroney in Canada as well as the subsé-
quent décliné in that support as the costs of unem-
ployment in the interests of reducing rates of infla-
tion have mounted. What was ironie in the early
support of the policies of these govemments was
thatatthe very time inwhich the virtues of productive
paid employment were extolled, higher rates of
unemployment were accepted as a necessary cost in
the control of inflation.

Conclusions

There is no doubt that finance-led économie
theory with its emphasis on investment behaviour
has dominated the policy decisions of the fédéral
govemment in Canada over the past 15 years. Itisa
major theme in the report of the Royal Commission
on the Economie Union and Development Prospects
for Canada (The "MacDonald Report" 1985). Of
course the international fluidity of capital, the impact
of other économies, particularly that of the United
States, and the création of new mechanisms offinance
capitalisai reinforce this dominance. Still, there ap-
pears to be minimal attention paid to the économie
costs of unemployment and a total neglect of its
social costs.

On these matters, employées tend to be defined
simply as factors of production. In économie models
the decisions of workers tend to be restricted to wage
issues and these in tum are driven by desired levels
of consumption. Some economists further argue
that these decisions are largely responsible for rates
of unemployment. By implication, some neo-clas-
sicists, for example, ask us to accept the idea that
individuals made the decision to remain unemployed
during the Great Dépréssion (Lindbeck and Snower
1988:28. See also Casson 1984 and Maital 1987:222).

It is somewhat ironie that govemment policy in
the past has been so heavily influenced by images
conveyed by économie models which themselves
are imperfectly validated. That individuals are in-
herently drivento maximize their personal économie
welfare is highly doubtful (Frank, Gilovich and Regan
1993). Osberg reports that a majority of articles in
major économies joumals have no empirical content;
that among those articles that do draw on empirical
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data, itis data thatare gathered for other purposes by
govemmentstatistical agencies (Osberg 1992; Osberg
also cites Morgan in this regard, 1988; See also
Swedberg 1987). This raises important questions for
cultural anthropologists, since these models become
part of a set of beliefs about how the économie world
should operate. What is particularly interesting in
the case of unemployment is the way in which these
models have been the means by which it has been
transformed in its meaning from a matter of social
and moral welfare to anéconomie cost; acostrequired
to be paid in the interests of maintaining the value of
investments and thus the economy. W.ithin this
transformation the marketeconomy truly dominéates
the "conversations" of policy makers and they in
tum influence the public's views.

Finally, one should be aware of another process
at work here. What drives the transformation of
meaning of unemployment is the metaphor of "the
market". "The market" présents a simple imagery of
the locus for the interprétation and practice of those
values of freedom and equality. But in fact the
meanings and behavioural conséquences of the
practise of these values are often contradictory and
the resolution of these conflicts is as much a function
of power and influence as it is of consensus (For an
extension of this argument, see Bowles and Gintis
(1993) and the responses by Williamson (1993) and
Stiglitz (1993)). Still, itmay be that the contradictions
upon which the metaphor rests, are what prompts it
to be so compelling, contributing as it does to the
"public world" where people talk together, name
things, make assertions and to a degree understand
each other™ (Percy 1958, cited in Geertz 1973: 213).
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Notes

1.  Sincethe Age ofthe Enlightenment, these two values
have provided ajustification for the strugglesinvolved
in the transfer of power from aristocracy to entre-
preneur and the emergence of statism and parlia-
mentary democracy. They have been employed to
extend citizen rights to the propertyless and they



continue to provide the means by which arguments
are advanced for the extension of social justice to
additional categories of the population such as those
based on race, ethnicity, religion, gender, and the
disabled. They are also invoked by various groups
seeking additional social, économie and political "en-
titlements". These include groups representing dif-
ferent business and labour interests, farm groups,
environmental groups, AIDS victims, homosexual
groups, and so on.

Pahl (1984:74) develops a similar interprétation by
noting the conséquences of the geographical sépara-
tion of work from the household. The general thesis
of the paradox of social isolation with "functional” or
économie intégration, was of course a major concern
in the influential thought of Marx, Durkheim and
Weber.

These négative effects may be a conséquence of the

way in which these services are perceived. They are
most likely to be perceived negatively in a market
System that stresses only individual initiative in the
job search process. Where the use of government
employment agencies is a requirement for both the
job seeker and the employer such stigmatizing effects
are less likely. An example of the latter are the
government-run employment agencies in Sweden
(van den Berg and Smucker 1992).

A document of major influence in developing social
welfare programs after the Second World War was
the Report on Social Security in Canada, or the "Marsh
Report. It argued that social equity required, and
économie principles made possible, an économie
agenda of full employment plus welfare supports
such as "supplémentai occupational and training
schemes", "social security protection”, medical care,
"children's allowances', and "public assistance".
Other proposais submitted during this time included
the Heagerty Report on health insurance, the Curtis
Report on housing and urban planning, the envi-
ronment and improved employment opportunities
and welfare coverage for women (Guest 1980: 212-
218).

A major influence in the focus on labour costs as a
primary cause was the historical analysis of A.W.
Phillips (1958) on the trade-off between unemploy-
ment and inflation. He discovered that during the
period 1861 to 1957, the rate of change of money
wages in Great Britain was inversely related to levels
ofunemployment. Asunemploymentrates decreased,
the upward rate of change in wages increased. The
relationship was fairly constant and did not occur at
some endpoint of full capacity of production. Find-
ings similar to Phillips', although with different rates
of association, were reported for American data by
Samuelson in 1959 (Garraty 1978:241) and for Canada
by Bodkin et al in 1966 (reported in Riddell 1986:9).

6.

10.

11.

12.

According to the neo-classical economists, the more
extensive the security measures for labour, the higher
the costs of labour and the less are employers able to
hire labour at desired rates. Thus, generous social
welfare measures will create greater levels of unem-
ployment even in the best of times. Unemployment,
according to the neo-classicists is a conséquence of
voluntary decisions on the part of workers. If im-
pediments to markets (such as social welfare mea-
sures) were removed, involuntary unemployment
would not be a possibility since employers would be
free to vary their wage rates and the absence of
supports for the unemployed would increase the
incentives for individuals to seek employment under
offered terms. (Lindbeck and Snower 1988).

The estimates of levels of unemployment necessary
to control increases in rates of inflation are based on
an assumption of past clearing functions of markets
in particular countries. The problem with these es-
timéates is that they tend to neglect the myriad of
factors that intervene between the supply of labour,
wage levels and inflationary rates (Schulman 1989;
Gordon 1987). Rather curiously, estimates them-
selves tend to follow current unemployment rates
(Shulman 1989: 514-515; Fortin 1987; and Blinder
1987. See also Globe and Mail, 1988 and McGillivray
1990).

Followers of Bourdieu might see in this examples of
his perceptions of power relations, particularly in his
concept of "doxa" in which "both the real world and
the thought world are accepted as self-evident"
(Bourdieu 1984, 471).

I am viewing the market as a metaphor in the sense in
which Geertz views the metaphor as attaining a cer-
tain "power" through its combination of discordant
meanings (Geertz 1973: 211).

Evidence of these growing disparities is reported in
Ross and Shillington, The Canadian Fact Bookon Pover-
ty, 1989 (1989). Onemightalsopointouttheexistence
ofscandalously over-paid executives, many of which
havebeen rewarded for "trimming" theirwork force.

Of course | do not mean to minimize the disastrous
effects of high inflation rates or "hyperinflation"”, an
example of which exists in Brazil with an annual
inflationary rate of 1,500 percent in 1992. (But even
here, one does need to examine the causes of such
rates including excessive government spending in
projects that do not support and encourage invest-
ments in productive enterprises.) My concern iswith
the choices that are made when control of moderate
rates of inflation is assumed to entail a toleration of
higher rates of unemployment.

For additional evidence of this change in priorities,
see the annual reports of the Economie Council of
Canada from its first report in 1964 to its final report
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in 1991. A survey of the content of these reports is
provided in Smucker (1990).

13. Smith daims that where central banks remain inde-
pendent of political influence, inflation control poli-
cies are likely to be pursued with more consistent
vigour than where they are subject to political influ-
ence (Smith 1992: 247).

14. Thesecontroversiesareinvariablybased on questions
of equity, for example the terms and coverage of
unemployment insurance, the question of child-
support payments and qualifications for social wel-
fare payments.

15. An interprétation following the general thesis of
Bourdieu might appear attractive here (e.g. Bourdieu
1984; 1990). However, while Bourdieu informs us of
the subtle ways in which power is exercised, he has
not explained sufficiently how individuals corne to
bestow legitimacy on the exercise of power or on
what grounds they accept explanations as "reason-
able"”.
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