Culture and the Labour
Market

Siobhan Austen

Department of Economics, Curtin University of Technology,
Australia

Edward Elgar
Cheltenham, UK « Northampton, MA, USA



Contents

List of figures viii
List of tables ix
Preface xi
1 Introduction 1
2 Culture and the labour market 5
2.1 Introduction 5
2.2 Culture and economic behaviour in the labour market 6
2.3 The constitutive effects of culture 7
2.4 The regulatory effects of culture 10
2.5 Social norms and instrumental reason 14
2.6 Summary and conclusion 18

3 Approaches to the analysis of cultural effects in the labour

market 20
3.1 Introduction 20
3.2 Theoretical approaches to the analysis of culture 21
a) The origins of social norms 21

b) The relationship between social norms and
individual economic behaviour 25

¢) Norm-guided behaviour and actual market
outcomes: the role of market and political

processes 29
3.3 Empirical approaches to the analysis of cultural effects 32
3.4 Summary and conclusion 34

4 A model of the relationship between norms of equity,

reference level norms and skill-based wage differentials 37
4.1 Introduction 37
4.2 The stability of skill-based wage differentials 38

4.3 Efficiency wage models of the role of social norms in
wage determination 39



VI

4.4
4.5
4.6

4.7
4.8
4.9

Culture and the Labour Market

Theoretical framework

Fairness as equity versus reference level norms

The relationship between norms, effort and skill-based
wage differentials

The determination of wage relativities

Discussion of the model's predictions

Summary and conclusion

Community attitudes to skill-based wage differentials

5.1
5.2

53
5.4

5.5

5.6

Introduction

Data and approach

a) Measurement of attitudes to skill differentials
Legitimate skill-based wage differences

The determinants of attitudes towards skill-based wage
differentials

International and inter-temporal differences in
legitimate skill-based differentials

Summary and conclusion

Norms of equality and the wage structure in fourteen

countries
6.1 Introduction
6.2 Background: international differences in earnings

6.3

6.4
6.5

6.6

inequality

Data and approach

a) Measurement of attitudes to inequality

b) Inequality scales

¢) Issues associated with the measurement of
attitudes to inequality

International differences in attitudes to inequality

International differences in attitudes to inequality: a

more detailed analysis

a) Legitimate and perceived levels of inequality

b) The role of demographic, political, economic and
class factors in the determination of attitudes to
inequality

c) Attitudes to inequality among the elite and
ordinary workers

d) International comparison of attitudes to inequality

Summary and conclusion

40
42

43
46
48
49

50
50
51
52
53

56

61
63

65
65

66
68
69
69

70
71

73

74

81

84

86
87



Contents

7 Norms of equality in a changing world: evidence from six

countries
7.1 Introduction
7.2 Background: changes in earnings inequality
7.3 Data and approach
7.4 Overview of attitudes to inequality
7.5 Changes in attitudes to inequality: a more detailed
analysis
a) Legitimate and perceived levels of inequality
b) The changing role of demographic, political,
economic and class factors in the determination of
attitudes to inequality
c) Attitudes to inequality among the elite and
ordinary workers
d) International comparison of changes in attitudes
to inequality
7.6 Summary and conclusion

8 Norms of need and minimum wages

8.1
8.2

8.3

8.4

8.5

8.6

Introduction

Theoretical background

a) Testing for the existence of norms of need

Data on community attitudes to minimum wage
controls

Approach to the analysis of variations in attitudes to
the legitimacy of minimum wage controls

Evidence on the determinants of attitudes to minimum

wage controls
Summary and conclusion

Appendix 8.1 Frequency distribution of attitudes to

minimum wage controls

9 Summary and conclusion

Bibliography

Index

vii

90
90
91
92
94
96
100
103
104

106
107

110
110
111
114
115
116

120
125

127

130

138
145



