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WORK AHD LEISURE

Summary

A Priori Economic Thecry 1s unable to predict whether the supply of
labour will increase or decrease as the wage ralte changes. Political
interest in the effect of income maintenance schemes on the incentive

to work has stimulated a spate of empirical research into labour supply
based on the simple text-book theory of labour supply. Unfortunately .
the empirical work to date has produced an unacceptably wide range of
labour supply estimates. One reason for the poor results is that the
assumptions of the simple text-book model of labour supply don't take-
account of important wvariables in the real world. However even if we
assume the simple text-book theory of labour supply to be theoreticaliy
adequate, the conventional procedures used to estimate labour supply
based on the simple text-book model are theoretically invalid,
economnetrically unsound and suffer grave measurement problems with one
of the key variables required by the method. Furthermore the functicnal
form normally used has been highly restrictive therebye reducing the

tax policy relevance of this research, most of which has been undertaken
with a view to estimating the effect of income maintenance schemes on

labour supply.

A new procedure is discussed to estimate labour supply in which hours
worked is regressed on perceived net marginal wage rate, net average
wage rate and non-employment income. The new model represents a marked
improvement over the conventional procedure which regresses hours worked
on the average wage rate and non-employment income, because unlike the
conventional procedure it is theoretically correct in a world with

non-linear budget lines, and because price income and substitution
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effects can be estimated independently of the (dubious) non-employment
income coefficient therebve avoiding theoretiéal econometric
and data measurement problems associated with non-employment
income. The new average/marginal procedure is also
superior because it employs a functional form which is not highly
restrictivesuch that it allows the labour supply estimates to vary
more freely over the income distribution and should therefore be
more relevant for tax policy. Furthermore the average/marginal
procedure overcomes the problem of spurious correlation between
hours worked and the average wage rate arvising from error in the
measurement of hours worked. -There is however one remaining
econometric problem intrinsic to the conventional procedure which
is not resolved by the new averagg/%arginal procedure, namely that
the éverage wage rate is endogenous where average and marginal wage

rates are unequal.

The new average/marginal procedure is used to obtain labour supply
estimates for a cross section sample of British weekly paid married

men. Price income and substitution effects are calculated at different
points over the sample distribution of wage rates to_aécertain the effect
of the flexible functional form used, and this is found to have a
profound effect insofar as the magnitude of the substitution effect
decreases as a function of the average wage rate. The regression
estimates are also used to derive the implied (skeleton) indifference

map for income and leisure. Finally the implications of the estimated
labour supply function with respect to income maintenance schemes are
discussed, using alternative negative income tax schemes on a hypothetical

population to illustrate the issues.



CHAPTER 1

ECONOMIC THEORY AND RESEARCH

Introduction

A priori Economic Theory is unable to predict whether the supply of labour
will increase or decrease as the wage rate changes. Because a priori
theoretical analysis can provide no solution to this question, a substantial
body of empiricai research has been undertaken attempting to estimate  labour
supply. Historically, this empirical research was generated out of academic
interest, but more recently political interest in the effect of income
maintenance schemes on the incentive to work has stimulated a spate of
empirical research into labour supply based on the simple text-book theory
of laboqr supply. Unfortunately the empirical research to date has preduced
an unacceptably wide range of estimated labour supply functions. It is

very likely that one reason for the poor results is that the assumptions of
the simple text-book model of labour supply don't take account of important
variables in the real world. However it is argued in this chanter that even
if we assume the simple text-book theory to labour supply te be theoretically
adequate, the conventional procedures used to estimate the’labour supply
function based on the simple text-book model are theoretically invalid,
econometrically unsound, and suffer grave measurement problems with one of

the key variables required by the methoed.

General Economic Theory of Labour Supply

The formal economic viewpoint first set out by Robhinsl is that an individual
has twenty-four hours each day which he allocates between work and leisure,

In order to gain income he must work and thereby sacrifice leisure. The

1. Lionel Robbinsg, "On the Elasticity of Demand for Income in Terms of Effort",
Economica, Vol. 10, No. 29, June 1930, pp 123-124: for a more recent treat-
ment see Richard A Musgrave, "The Lheorj of Publlc Finance', McGraw-Hill
Book Co. Inc., Tokyo 1959, Chap. 11.
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rational man will tend towards an optimum level of satisfaction by working
that number of hours at which he values his leisure time at the going wage
rate. If he works longer hours than this, the leisure he foregoes is

more valuable to him than the income he receives far this extra work. If

he works fewer hours than this the extra leisure 1s worth less to him than

the extra income he could earn by working longer.
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This position can be represented diagrammatically. In Fig.l, AB is the

wage line which indicates the different combinations of income and leisure
open to the individual at a given wage rate. Thus the individual could
choose OA income with no leisure, or OB leisure with no income, or differing
combinations of income and leisure in between A and B on the wageline AB.
Point B is fixed since there are 24 hours in each day, which are allocated

between leisure and income (via work).



Point A is determined by the wage rate and a rise in the wage rate would
result in a new level of income being theoretically attainable. If the
individual worked for 24 hours at the new wage rate, his income would rise

from A to C and a new wage line BC would be operative.

Fig. II shows the individual's preference map where an indifference curve
shows different combinations of income and leisure hetween which the
individual is indifferent. Although the individual is indifferent between

different points on the indifference curve, he will increase his satisfaction

by moving to the highest indifference curve possible.

Fig. III indicates that the individual reaches his highest level of
satisfaction (i.e. the highest indifference curve) at the point of tangency
between the wage line AB and indifference curve ll' Hence if the individual
has income OJ and OH hours of leisure, he would increase his leisure to OF
and reduce his income to 0G, thereby moving to the highest indifference
curve possible at the going wage rate. As there are a fixed 24 hours each

day, he necessarily reduces his hours of work from BH to BF as his leisure

time increases from OH to OF.

In order to avoid confusion between the commodity "income'. and the level of
overall income expressed by the wage line, henceforth the commodities income

and leisure will be referred to as Y and L respectively.

At a level of income given by the wage line AB the individual is. in

equilibrium at OH of Y and 0G of L in Fig. IV.



Fig., IV

If the individual's hourly rate is increased he moves onto a higher
indifference curve from P to Q. This price effect consists of an income.
and a substitution effect.2 In other words the new combination of Y and L
chosen is partly the result of a change in the overall level of income
whereby the person can now choose more of both Y and L at the higher level
of income, i.e. the income effect. The new combination of Y and L chosen
is also partly the result of a change in the relative prices of the two

commodities Y and L, i.e. the substitution effect,

Y Fig. V
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2. George J. Stigler, The Theory of Price, Revised edition, The Macmillan Co.

New York, 1953, pp. 76-80.



The substitution and income effects for the change in the wage rate from
BA to BC éve graphically demonstrated in Fig. V. The substitution effect
is the change in behaviour for a fall in the price of Y relative to L while
holding the individual's level of income unchanged such that he may still
consume his original bundle of goods. This situation is represented by a
new price line FE drawn parallel to BC giving the new relative price of Y
in terms of L, and holding income constant so that the individual is stiil
able to consume CH of Y and OG of L. This compensated change in relative
prices would lead to a new equilibrium level where the person maximises

his satisfaction by substituting Y for L from P to R, and this change: in

behaviocur is the substitution effect.

The income effect occurs when the individual's income level rises with no
change in the relative prices of Y and L. The change in the wage line

from IE to BC represents this situation and the income effect would be a
movement from R to Q in Fig. V. In other words, as the income level risesz
the individual takes more L as well as more Y. As the individual takes more
leisure time he necessarily works fewer hours because there are only 2Uu
hours in each day. Thus the income effect in the Y/L choice is called a
negative income effect because as income rises, the number of hours per

day worked falls, unless leisure is an inferior good.

If the wage rate increases there will therefore be a price effect which
consists of a negative income effect (decreasing hours of work) aﬁd a
positive substitution effect (increasing hours of:work). As it is a priori
impossible to say whether the positive substitution effect will outweigh
the negative income effect or not, the effect of an increase in the wage
rate on the number of hours worked cannot be predicted. Two examples are

given below in Fig. VI to illustrate this conclusion.



Person W Person %

Y )/

After a rise in the wage rate causing the wage line to move from BA to BC,
the substitution effect increases hours of work from BG to BK while the
income effect reduces hours of work from BK to BM. In Fig. VI we can see
that for person W the effect of the increased wage rate is an increase in
the number of hours worked, i.e. the positive substitution effect outweighs
the negative income effect. Person Z on the other hand works fewer hours.
as the negative income effect outweighs the positive substitution effect
after an increase in the hourly wage rate. A similar analysis could
demonstrate that a fall in the wage rate could increase or decrease hours
of work depending on the magnitude of the opposing income and substitution

effects.

It is evident that economic theory cannot predict the direction of the change

in hours of labour supplied after an increase (or decrease) in the wage rate



because a priori we do not know which is stronger, the negative income

effect or the positive substitution effect.

The problem has been defined, namely, that economic theory cannot predict
what happens to the quantity of labour supplied after a change in the wage
rate. The reason that the problem has arisen has also been stated, namely,
that a priori we do not know the relative strengths of the income énd
substitution effects. At this stage of the argument it is normal to conclude
that a priori theoretical analysis can provide no solution to the problem

and that one must resort to empiricism in order to reach an answer.

Empirical Research into Labour Supply

One rather obvious empirical approach would be to estimate a labour supply
curve with hours worked as a function of the wage rate, using cross—section
data or-aggregate time series data. Such a relationship would yield the
price consumption curve for leisure, it would be possible to observe whether
or not the labour supply curve was backward bending, and we would know
whether or not the income effect was greater than the substitution effect

as hours of work increase or decrease ag a function of the wage rate.
Unfortunately, this approach would give the price effect only and could

not separate out the income and substitution effects. This is a very serious
drawback because it would be impossible to estimate the effect of an income
maintenance or negative income tax scheme on labour supply, and so this

approach loses much policy relevance. An example is given below in Fig. VII

The person has a gross wage rate AB working AX hours on the labour supply
curve given by PCC, The government then introduces a negative income. tax
which gives the individual a tax credit of AC and imposes a marginal tax

rate such that the individual's wage rate is now CD. We do not know from the
knowledge of the Price Ceonsumption Curve PCC alone whether he works more or

less hours after the imposition of the negative income tax
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because the individual will not be in equilibrium anywhere on the price

consumption curve PCC.

This problem was tackled by adopting a different procedure and over the
last ten years there have been a number of empirical studies which have
regressed hours worked on wage rate and non-employment income in order to
measure the price and income effects respectively, and by subtraction the
substitution effect. Before discussing these studies, the basic model
they all use to estimate income and substitution effects will be examined
in detail. This model will be subsequently referred to as the Kosters

model.3

A change in the wage rate, 8W, for a worker supplying L units of labour
causes a change in income §Y = L&W. The total effect of a wage rate

change is the partial derivative %%3

SL Y . . SL
W OE The derivative E?-represents the

and the component which is due to the
associated change in income is

effect of a change in income with no change in wage rates, such as the

3. Marvin Kosters, Income and Substitution Effects in a Family Labor Supply
Model, p 3339 Santa Monica, Calif. The Rand Corporation, 1966.




receipt of an annuity, and L can be substituted for the derivative E%'

Hence, an expansion for the substitution effect S or compensated wage
rate effect is

6L SL
S T S0 b5y

This model is illustrated in Fig. VIII

fig. VIIT

ND o
/
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e

The person has a wage rate AB and is in equilibrium consuming OR of Y and
OM of L. An increase in the wage rate from AB to AC leadé to a new equil-
ibrium position where the individual consumes 0Q of Y and ON of L. Hours
worked fall by MN and this change in hours worked for the change in the
wage rate AB to AC holding non-employment income constant gives the price
effect. If instead of the increase in the wage rate, the individual had
received AD non-employment income, his income would have risen by the

same amount in the sense that he could still consume 0Q of Y and ON of L.
In this situation the wage line would be given by DE parallel to AB and
passing through the point 0Q of Y and ON of L. The increase in non-

employment income AD holding the wage rate constant leads to a new
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equilibrium position where the individual consumes 0Z of Y and OF of L.
Hours worked fall by MP and this change in hours worked for the change in
nen-employment income holding the wage rate constant gives the income

effect.

Insofar as non-employment income has altered to allow the individual to
consume the same combination of goods (0Q of Y and ON of L) the substitution
effect is equal to the difference between the negative income effect MP

and the price effect MN, i.e. the substitution effect is equal to PN.

Marvin Kostersu presented the first empirical evidence based on fhis model
using a one in a thousand sample of the 1960 United States Bureau of the
Census. He defined non-employment income as all income coming in to the
family excluding that earned by the member whose labour supply is being
studied, and assumed that the wife would not alter her labour supply for

a change in the husband's wage rate. Regressing hours worked on wage rate
and non-employment income to estimate price and income effects respectively,
he found that total wage rate elasticities for older males, aged 50 to 64,
were usually in the range from -0.07 to -0.09. These results support the
backward bending labour supply curve hypothesis, with the income effect
6utweighing the substitution effect. A priori economic theory predicts
that the substitution effect will always be positive but Kosters found that
the compensated wage rate elasticity (the substitution effect) was positive
in only four out of the eleven regression results shown. The t statistic
for the non-employment income term was significant at 5% in only one

regression out of the eleven and in that case R2 was only equal to 0.10

4. Marvin Kosters, "Effects of an Income Tax on Labor Supply", in the
Taxation of Income from Capital ed. A C Harberger & Martin in Bailey
Brookings Institution, 1969, National Committee on Government Finance.
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even when 15 additicnal control variables were included in the regression.

Current interest in income-maintenance programs has resulted in a spate of
studies attempting to measure income and substitution effects, with a view
to estimating the effects of redistributing income on labour supply. Glen
Cain and Harold Watts5 have published eight studies all of which are broadly

based on the Kosters model, using the wage rate and non-employment income.

To quote Cain and Watts in their summary of the current state of the
empirical evidence largely based on the Kosters theoretical model

" ..., 1t makes a major difference whether the overall met reduction in
labor supply on the part of the working poor (as a result of income-
maintenance legislation) is, say, 4% or 40%. Estimated responses that
span at least this range are implicit in these (empirical) results, ....
«+... But the basic reason the range of estimates must be considered

unacceptably large is that the range of reductions in the labor supply

implied is too large to be useful to the policymaker."

Thus a priori analysis could provide no unambiguous answer tc the effect of
tax on labour supply and the Cain and Watts quotationm above suggests that
the empirical work to date has produced egually ambiguous answers. This
raises the question as to why empirical analyses based on the Kosters

model have not been successful. One approach to this would take the view
that the Kosters model is too simple insofar as it does not provide an

adequate representation of the real world.

5. Glen C. Cain and Harold W. Watts (ed.) Income Maintenance and Labor
Supply, 1973 Rand McMally Ce. Chicago.
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First, the definition of labour supply is incomplete. The simple text-book
model assumes that the individual is endowed with 168 hours of leisure time
per week which he can convert into income at a competitive wage rate, but
many individuals are on piece-work schemes in which, holding leisure constant
they can vary the intensity of their effort and therefore convert effort into
income. This implies that in reality the initial endowment consists of time
(168 hours each week) and energy with a transformation function whereby the

individual converts time and energy into income.

Second, a correctly specified model of labour supply must recognise intra-
househcld substitution whereby the amount of labour supplied by one member
of the household may depend not only on his own wage rate but also on the

wage rate of the spouse.

Third, the actual wage rate may not be accurately perceived by the individual,
. . . 6

because of misconceptions about the marginal rate of tax. C. V. Brown

asked 179 workers and 53 managers "If you were to earn one extra pound next

week how much of it would be taken off in tax? His results are shown

below.
Workers Managers

0 to 3/11 10% nil
4/~ to 5/11 15% 8%
6/~ to 6/11 20% 23%
7/- to 9/11 31% 63%
10/~ and over 16% 6%
don't know 6% nil

The sample was chosen to ensure that the correct answer was 6/5 in every

case, yet not one worker gave this answer.

6. C. V. Brown, "Misconceptions about Income Tax and Incentives', Scottish
Journal of Political Economy, Vol. 15, Feb., 1968, pp 1-21.
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Fourth, traditional indifference curve analysis assumes that péople can
choose the number of hours they wish to work each day. However, many people
work a standard working week and may not have sufficient freedom of choice

to make mérginal adjustments in hours worked in order to reach their optimum
position. Thus there will be constrained income preferrers7 who would work
longer hours at the going wage rate if they could, and constrained leisure
preferrers who cannot secure as much leisure as they would be prepared to

pay for at the going rate. Moreover, the presence -of constraints could imply
that labour participation is extremely important as a measure of labour

supply, rather than hours worked.

Fifth, the simple text-book model says that the wage line indicates the
trade-off rate between leisure and income, but this ignores the nature of

the work itself.

M. Bruce Johnson8 explains that the normal theoretical prediction that an -
individual values his leisure time at the going wage rate involves the
assumption that work is neither pleasant nor unpleasant. This assumption
implies that the individual sacrifices leisure in order to gain income to
the point where the individual values leisure at the going wage rate, but
that apart from the income thus earned, the work itself and the working
situation have no effect on the individual's decision as to how many hours

he will work. It is therefore evident that there could be three possibilities:

7. L.N. Moses, "Income, Leisure and Wage Pressure", Economic Journal, Vol. 72,
June 1962, pp.320-334. :

8. M. Bruce Johnson, "Travel Time and the Price of Leisure'", Western Economic
Journal, Spring 1966, p.138




1) A man who enjoys his work will work to a point where his valuation

of leisure > wage rate.

2) A man who neither likes nor dislikes his work will work to a peint

where his valuation of leisure = wage rate.

3) A man who dislikes his work will work to a point where his valuation

of leisure < wage rate.

"The decision to supply an additional hour of work at the margin involves

balancing the utility of the increment to money income against the marginal

disutility of sacrificing an additional hour of desirable leisure plus

the marginal disutility of providing an extra hour of odious work."

The importance of the utility (or disutility) of work was recognised by

Jevons' theory of the supply of labour.9

Fig. IX
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9. W S Jevons, The Theory of Political Economy, 2nd Edition, Macmillan.

London, 1879, pp 187-188.



"At the moment of commencing labour it is usually more irksome than when
the miﬁd and bodj are well bent to the work. Thus at first, pain is
measured by OA. At B there is neither pain nor pleasure. Between B and
C an excess of pleasure is represented as due to the exertion itself.
But after C the energy begins to be rapidly exhausted and the resulting
pain is shown by the down-ward tendency of the line CD."™ At OM the
marginal utility of income just eguals the marginal disutility of work.
It is therefore clearly important that -job satisfaction should not be

ignored in the determination of labour supply.

It is almost certainly true that all of the problems mentioned above have
contributed to the poor empirical results obtained from analyses using
the Kosters model. However, even if we assume that these problems did
not exist, the poor empirical results should come as nc surprise, because
the conventional procedures based on the Kosters model are intrinsically

wrong and this is discussed in detail in the next section.

Problems associated with empirical research based on the Kosters Model

There are four major defects associated with the conventional procedures

used to estimate labour supply based on the Kosters model.

First, the conventional procedure is theoretically invalid because there
is in general no functional relationship between hours worked, average

wage rate and non-employment income.

Second, the conventional procedure is econometrically unsound because
hours are regressed on the average wage rate defined as total income
divided by hours worked. This inﬁroduces two sources of bilas:-

a) Any error in the measurement of hours worked will produce a spurious

negative correlation between hours worked and the average wage rate.



b) Whenever average and marginal wage rates differ (which is the norm
under a progressive tax system) the average wage rate itself will
depend on hours worked and this results in statistical bias in the

estimates through endogeneity.

Third, the conventional procedure has grave measurement difficulties
assoclated with non-employment income, which must be used to estimate

income and substitution effects.

Fourth, the functional form employed by almost all researchers using the
Kosters model imposes severe constraints and this has seriocusly restricted

the relationship between price income and substitution effects for different
income groups in the population as to make any estimated function unsuitable
for discussing important policy issues such as the impact of income maintenance

schemes.

Each of these four problems is discussed in detail below.

Theoretical Inadequacy of the Conventional Procedures

A correct application of the Kosters model requires empirical data in which
the marginal wage rate is equal to the average wage rate i.e. the wage
opportunity line is a straight line, but this is seldom true in the real

world for several reasons.

First, under a progressive tax system such as exists in most developed
countries the marginal rate of income tax is not equal to the average rate
of income tax. Thus in Fig. ¥, the first few pounds of income 0G is

exempt from income tax, and income in excess of 0G is taxed at some marginal
rate of income tax. In the diagram, the net wage lines ACD and AEYT are
shown for two individuals. Note that beth individuals have the same level

of non-employment income (zero) and the same average wage rate AB. The



conventional procedure which regresses hours worked on average wage rate

and non-employment income would be unable to explain why these two

individuals work different hours (AS and AT).

Second, hours worked in excess of the standard working week are often
paid at premium rates i.e. the overtime wage rate may differ from the
basic wage rate. Thus in Fig. XI, one individual has a wage opportunity:
line AB, while the other is paid at a wage rate AC for the standard
working week of AZ hours and CD for overtime hours worked thereafter.
Once again the conventional prodedure which regresses hours worked on
average wage rate and non-employment income would be unable to explain

why these two individuals work different hours (AV and AW), because

v Fig. XI
. ton e logroit
Ancomig,




both individuals have the same level of non-employment income (zero) and

the same average wage rate AR.

It is evident from these two emamples above that the conventional. procedure
of regressing hours worked on the average wage rate and non-employment
income is theoretically invalid insofar as there is no functional relation-
ship between hours worked, average wage rate and non-employment income in

a world in which the wage line is non-linear. Finally, to the extent that
misconceptions about the marginal rate of income tax exist, even if average
and marginal wage rates were objectively the same, it is extremely unlikely
that the perceived net marginal wage rate could be measured by the average

wage rate.® A diagrammatic example is given in Fig. XIT. M and N are two

Fig. XII

»f

wov R L

men who have the same indifference map and net wage opportunity line AB,
and are identical in every respect except that man M has a misconception
about the marginal rate of tax such that he believes the net marginal wage
rate is EF, while man N has no misconceptions and believes the net marginal
wage rate to be AB. Given their respective percepticns of the world it
would be quite rational for man M to work AV hours and man N to work AW

hours as both will believe they are maximising their level of satisfaction.

* op. cit. see p. (L



Once again the conventional procedure of regressing hours on average wage
rate and non~employment income could not explain the difference in hours
worked for these two men when both have the same average wage rate (AB)

and the same level of non-employment income (zero).

Econometric Inadequacy of the Conventional Procedures

There are two conceptually distinct sources of statistical bias associated
with the conventional procedures based on the Kosters model which regresses

hours worked on average wage rate and non-employment income,

The first source of statistical bias results from any error in the measure-
- ment of hours worked which will result in a spurious negative correlation
between the dependent variable hours worked and the independent variable
average wage rate. If hours worked was too high (low) because of error

on the part of respondent, interviewer, coder or card punch operator, the aver-
age wage rate which is defined as income divided by hours worked will be too
low (high) i.e. any error in the measurement of hours worked will result

in a spurious negative correlation between hours worked and average  wage
rate. The effect of such a spurious negative correlation would be to
depress the average wage rate coefficient when hours worked is regressed

on average wage rate and non-employment income, and this will not only

bias the estimated price effect downwards, but will also depress the
estimated substitution effect which is obtained by subtracting the income
effect from the (biased) price effect. This may well explain why Kosters

found that in the majority of his regressions the substitution effect was

negative, contrary to the prediction of a priori economic theory.#

% Op. cit. see page [0
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Subsequent researchers using the conventional procedures were aware of this
preblem and made various attempls to get round the problem. Rosen and
Welch's studylo based on the Kosters model which used a one in one thousand
sample of the U.S.A. Census of Population freely admits %o "built-in"
spurious correlations between the wage rate term and the dependent variable
hours worked. They defined wage rate as employment income in 1959 divided
by weeks worked in 1959 multiplied by hours worked '"last week". But if
hours last week were greater than average this understated the hourly wage,
while if hours last week were less than average this over-stated the hourly
wage, hence the "built-in" spurious negative correlation. To get around this
problem they also used the weekly wage rate instead of the hourly rate.
Weekly wage was defined as employment income in 1959 divided by weeks

worked in 1959 but this assumes that there is no correlation between the
number of weeks worked per year and the number of hours worked per week.
These problems combine to cast some doubt on the validity of the findings
that the elasticity of substitution at the sample means for the urban sample
lay between +.17 and +.36. The estimated partial elasticity of hours

with respect to income for the same sample lay between -.000051 and

-.000071.

E. D. Kalachek and F. Q. Raines’® using Current Population,SurQey (cps)

data found that actual wage rate in the regression resulted in most of the
derived substitution effects having patently absurd negative signs, and they
attributed this to the spurious correlation between actual wage rate and

hours worked. Actual wage rate was defined as annual income divided by

10. S Rosen and F Welch, "Labour Supply and Income Redistribution". The
Review of Economics and Statistics, Vol. 53, No. 3, August 1971 pp 278-28:

11. E. D. Kalachek and F. Q. Raines, "Labour Supply of Lower Income Workers",
The President's Commission on Income Maintenance Programs, Technical
Studies, (Washington: Govt. Printing Office, 1970).



hours worked dur%ng the week prior to-the survey, times weeks worked during
the prior year. This definition yields an accurate measure of the wage rate
only when weekly hours during the survey period are representative of weekly
hours during the preceding year. In order to get arcund this problem they
calculated a "potential wage rate'" based on age, education and region, and
they used potential wage rates instead of actual wage rates. This resulted
in the expected signs for men but not for women. The elasticity of substi-
tution with respect to hours worked was found to be between .121 and .343
for men (-,133 and .084 for women) and the income elasficity was between

-.040 and -.048 for men (+.020 and -.068 for women).

The technique of estimating a potential wage rate became quite a popular
ﬁethod of dealing with the problem. R. E. Hall's study12 also tackled the
problem of spurious negative correlation betwsen hours worked and the wage
rate by estimating a "potential wage rate" (based on age, education, sex,
colour, region, etc.) in a first stage estimation which was then used as the
price variable in the subsequent analysis. This method of dealing with the

problem of spurious negative correlation is unsatisfactory because

2

" ..... the predicted wage rate in fact accounts for rather little of the total

variation in wages, so that the use of the imputed wage not only suppresses

a good deal of the variation observed in actual wages but also in effect
assigns the same wage to all persons with the same value for the "predictor"
variables (even though they may have very different values for other variables
which influence wages - hours of work, experience, quality of educaticn etc, -

but are not used as '"predictors')." 13

12 In G. C. Cain and H. Watts. Op. cit. p. !

13 Mark R Killingsworth "Neo-classical Labour Supply Models: A survey of
Recent Literature on Determinants of Labour Supply at the Micro Level."
Mimeo. '
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This first source of statistical bias (spurious correlation arising from
error in the measurement of hours worked) would therefore be a problem
with the Kosters model even if theprocedures used were theoretically

correct where average and marginal wage rates were equal.

The second source of statistical bias would arise even if there was no

error in the measurement of hours worked. If the marginal wage rate is

not equal to the average wage rate, the average wage rate will itself be
determined by hours worked. This means that the average wage rate is endo- -
genous and is not & truly independent variable. This endogeneity is

likely to bias the average wage rate coefficient and therefore once again
estimated price and substitution effects. This problem is best illusirated
by an example. Hours worked is determined by many variables some of which are
not included in the regression analysis. Suppose hours worked is positively
related to temperature and the variable "temperature” has not been included
in the regression analysis. Those respondents working in a higher .
temperature will work longer hours and i1f the marginal wage rate is greater
than the average wage rate, ceteris paribus their average wage rate would

be higher, resulting in a spurious positive correlation between hours

worked and the average wage rate. If on the other hand the marginal wage
rate is less than the average wage rate, there would be a spurious negative
correlation between hours worked and the average wage rate. In short,

where average and marginal wage rates are not equal because of an overtime
premium or a progressive income tax system, hours worked will determine

the average wage rate as well as the average wage rate determining hours

worked.

Thus in a world where the wage opportunity line is non-linear the
conventional procedure for estimating labour supply is econometrically

unsound as well as being theoretically invalid.



Measurement Problems associated with the Conventional Procedure-

The conventional procedure uses the derivative of hours with respect to
non-employment income to measure the income effect, and the substitution
effect is given by subtracting this income effect from the price effect.
Thus both the estimation of income and substitution effects depend on the
non-employment income coefficient and it is evident that non-employment
income is a critical and necessary variable in the conventional procedure

for estimating labour supply.

What is in principle required is income which a person receives which is
wholly independent of hours worked. There are however severe difficulties

in obtaining such a measure of non-employment income.

First, a large ppoportion of the population has little or no non-employment
income. For example, Rosen and Welch's studylu more than seventy-five per

cent of individuals reported no non-wage income.

Second, for most people such non-employment income as does exist is not
independent of hours worked. Unemployment compensation, means tested
benefits, Family Income Supplemeﬁt etc. are inversely related to hours
worked (holding wage rate constant). The non-employment income coefficient in
a regressicn using this measure of non-employment income will averstate the true
income effect because of the tautological nature of the variable. Thus the
estimated income effect in the Kosters model given by the derivative of hours
with respect to non-employment income is biased because non-employment income is
also a function of hours worked. In addition to this problem, non-employment
income in the form of means tested benefits, Family Income Supplement, etc. is
directly related to the number of dependents in the household (holding wage

rate constant)

14, Op. cit., See page 2O



and because hours worked will be positively related to the number of
dependents, these two relationships will result in an understatement of the

true income effect.

The original Kosters analysis defined non-employment income as all income
coming in to the family excluding that earned by the member whose labour
supply was being studled. Kosters had to assume that the wife would not
alter her labour supply for a change in the household's wage rate. This
assumption of zero cross elasticity between income of wife and hours of
husband thus enébled Kosters to count in earninge of other household
members in his measurement of non-employment income. However wife's hours
(and therefore non-employment income) may well be influenced by husband's
income and hours of work, therefore once again hours worked by the ﬁusband
may well determine wife's income and therefore non-employment income. It
is perhaps not surprising that a number of studies using non-employment
income to measure the income effect have yielded an estimated substitution
elasticity with the "wrong" sign after subtracting the estimated income
effect from the estimated price effect in order to measure the substitution
effect. One attempt to overcome problems caused by the large proportion

of the populaticn who have little or no non-employment income independent
of hours worked was to impute a return to equity in the home for a family
who owned their house, and also to count in the negative income stream the
represented by consumer debt,l5 but this raises a whole set of new problems.
It may appear at first sight that the return to capital, imputed rent from
home ownership, and consumer debt is independent of hours. worked, but this
may not be the case, e.g. the ability to raise a mortgage to buy a house and

get into debt may depend on income and therefore on hours worked.

15. Greenberg & M. Kosters, Income Guarantees and the Working Poor: The Effect
of Income Maintenance Programs on the Hours of Work of Yale Tamily Heads,
Rand Corp. Office of Economic Opportunity, December 1370. '
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All of the above arguments lead to the painful cenclusion that it may
well be impossible to find any empirical measure of the theoretical censtruct
of non-employment income independent of hours worked which is required by

the Kosters model to measure both income and substitution effects.

Difficulties associated with the Functional Form

The simple text-book theory of labour supply states that the indifference
curves for income and leisure are convex to the origin and do not inter-
sect. The theory says nothing about price income and substitution effects
remaining constant at different budget levels. Thus there may be asymmetry
between low and high budget individuals with respect to the magnitude of
price, income and substitution effects for a change in the wage rate.
Asymmetry could arise because the magnitude of the income effect I.C.C.
varies as a function of the budget as shown in Tig. XIII and most studies
based on the Kosters model have added in sgquared non-employment income and
squared wage rate terms into their regressions to allow for this kind of-

non-linearity shown in Figs. XIII and XIV.

Fig. XIII Fig. XIV

\/
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There is however .anocther way in which asymmetry could arise, namely if

the magnitude of the substitution effect is a function of the budget. But
if the magnitude of the substitution effect is a function of the budget,
the magnitude of the income effect is also a function of the marginal wage

rate.

Let H be hours worked
W be wage rate (relative to the price of leisure = 1)
U be the maximum attainable utility given the budget constraint

Xog ves Xn variables on which H may depend, not functions of W or U

lﬂ
and let H = H(W, U, Xl’ e Xn)

Lo d . : %
then if T c(U, Xl’ Ve Xn) i1.e. not a function of W#
1
dhWdu
Suppoée ai - b(W, U, X, , ++., ¥ ) 1i.e. a function of U
daw R > i
A ap
Ioa0 - 30 £ 0 ex hypothesi
2 2 . . . ¢ qsqs
But dH _ dH assuming continuous differentiability
dudw dwdu

Therefore b cannot be a function of U if ¢ is not a function of W

similarly ¢ cannot be a function of W if b is not a function of U

a
dU

aH
W

Result proved: either (income effect) depends on wage rate and

or income effect does not depend on wage rate and

(substitution effect) depends on budget constraint

substitution effect does not depend on budget constrain:

Budget lines can be kinked such that a change in the budget can occur
independently of W.



Note: income and.substition effects are here interpreted as partial

derivatives (as Slutsky).

This kind of asymmetry is shown in Figs. XV and XVI

Fig. XV Fig. XVI

w' 231'

where the magnitude of the substitution effect UV for a change in the wage
rate from AB to AC falls as a function of the budget, and the magnitude of
the income effect WZ rises (absolute value) as a function of the relative

prices of Y and L.

This type of asymmetry could of course operate in the opposite direction
as shown in Figs. XVII and XVIIT where the magnitude of the substitution
effect UV for a change in the wage rate from AB to AC rises as a function
of the budget, and the magnitude of the income effect WZ falls (absolute

value) as a function of the relative prices of Y and L.



Fig. XVIT Fig. XVIII
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The inadequacy of the empirical work based on the Kosters model in revealing
this kind of asymmetrical relationship between the higher paid and the lower

paid is shown below in Fig. XIX and XX.
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Y = non employment income

W = wage rate



In the regression H = a + b NEY + cW, the coefficient c will show the
change in hours worked for a change in the wage rate i.e. the price con-
sumption curve, and the coefficient b will show the change in hours worked
for a change in non-employment income. It is evident from the diagrams
above that the change in hours worked VW for a change in the wage rate from
AB to AC (=A'B!' t§ A'C') is a function of the level of non-employment income.
Thus in order to test for asymmetry where the substitution effect. varies

as a function of the budget and the income effect varies as a function of
the marginal wage rate, it would be necessary to introduce interaction

between the wage rate and non-employment income into the model.

R A Musgravel6 was aware of the significance of such a relationship for

tax policy ..... "If the marginal rate of substitution for leisure for
income is high for people with large incomes and low for people with small
incomes, the substitution of a progressive rate structure will be least
favorable to work effort; and it will be most favcurable if this relation-
ship is reversed." ©Nevertheless almost all
researchers® employing the conventional procedures to estimate labour supply
used a functional form which did not allow the magnitude of the substitution
effect to be a function of the level of non-employment income, and this
ommission therefore reduced the tax policy relevance of this research, most
of which had been undertaken with a view to estimating the: effect of income

maintenance schemes on labour supply.

16. R. A. Musgrave The Theory of Public Finance p. 2u4, McGraw-Hill 1959.

ofa
w

A notable exception which did interact Price effort with non-employment
income is given in M. Cohen, S Rea and. A. Lerman -~ A Micro Model of

Labor Supply, B.L.S. Staff Paper 4. U.S. Dept. of Labor. Bureau of

Labor Statistics, 1970.
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A priori economic theory cannot predict the effect of a change in the wage
rate on hours worked and empirical research based on the Kosters model has
produced equally unsatisfactory results. It is of course legitimate to argue
that these unsatisfactory empirical results have arisen because the simple
text-book theory on which the Kosters model is based is just too simple
insofar as it does not take account of participation, effort, family labour
supply, job satisfaction, constraints and misconceptions. MNevertheless even
if these problems did not exist, the conventional procedures used to estimate
the labour supply function based on the Kosters model are econometrically
unsound, and suffer severe measurement difficulties both of a conceptual

and practical nature associated with non-employment income. It has been
argued that the estimated price effect given by the non-employment income
coefficient is biased and this means that the estimated substitution effect
is obtained by subtracting the biased income effect from the biased price
effect. Furthermore, in a world with non-linear wage.opportunity lines -
arising from overtime premiums and a non-linear tax system, the conventional
procedure is theoretically incorrect because there i1s in general no functional
relationship between hours, average wage rate and non-employment income.
Finally the functional form used has been too restrictive given the ultimate

goal of estimating the effects of income maintenance schemes on labour supply.

Clearly some new technique is required to estimate price income and
gsubstitution effects using procedures which are theoretically correct,
econometrically sound, measure the income effect without using non-employment
income, and employ a functional form such that estimated price income and
substitution effects can vary over the income distribution. An improved

procedure is discussed in the next chapter.
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CHAPTER TII

A NEW PROCEDURE FOR ESTIMATING LABOUR SUPPLY

Introduction

In this chapter a new procedure to estimate labour supply is discussed

in which hours worked is regressed on marginal wage rate, average wage rate
and non-employment income. The new model proposed represents a significant
improvement over the conventional procedure based on the Kosters model which
regresses hours worked on the a&erage wage rate and non-employment income,
because it is theoretically correct in a world with non-linear wage lines.
Furthermore, the new method can be used to estimate price income. and
substitution effects independently of the non-employment income coefficient
and can employ a functional form which is not highly restrictive, but only
one of the two econometric problems associated with the endogenous avevage

wage rate can be overcone.

Theoretical Validity of the Average Marginal Procedure

The theoretical difficulty associated with the conventional procedure

based on the Kosters model which regresses hours worked on the average wage
rate and non-employment income is that in a world of non-linear wage lines
there is in general no fuﬁctional relationship between hours worked, average
wage rate and non-employment income. The first problem to be overcome is
therefore to define a functional relationship between the dependent variable
hours worked and the non-linear wage opportunity lines which prevail in the
real world empirical data available. In the last chapter it was argued that

a given average wage rate AB and non-employment income (zero) does not uniquely

define hours worked shown in Fig. I below.

Note however that-A given net average wage rate, a civen net marginal
waoe rate and non-employment income (zero) does uniquely define

hours worked, except where leisure is an inferior good. Thus in



Fig. I, average wage rate

Fig. I ‘ Fig. IT

AB, non-employment income (zero) and the slope of the marginal wage rates

CD and EF uniquely define hours worked AT and AS respectively, i.e. there

is a unique value for hours worked associated with any particular values

of average wage rate, marginal wage rate and non-employment income. The only
case in which average wage rate, marginal wage rate and non-employment income
would not uniquely define hours worked is where leisure is an inferior good.
An example of this is shown in Fig. II where the average wage rate AB,
non-employment income (zerc) and the slope of the marginal wage rate CD = C'D'
is consistent with more than one value for hours worked, but this cannot
occur if Y and L are normal goods. This if we assume that Y and L are‘
normal goods there is an underlying functional relationship between hours
worked (H) and the average wage rate (A), the marginal wage rate (M) and
non~employment income (NEY), and it is therefore theoretically correct to
regress H on A, M and NEY, because H = f(A, M, NEY). Henceforth this
procedure will be referred to as the average/marginal procedure.

Measurement of Income and Substitution Effects in the Average Marginal

Procedure.
In a simple world in which the wage line is linear, price income and

substitution effects can be clearly defined. For example in Fig.III
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Fig. ITT

Y

the price effect AB is given by ~§E;3 the income effect AC is given
dAVR
dH P P _dH dH
by T and the substitution effect BC by TATR TEV

In a world with non~linear wage lines any particular average wage rate
and non-employment income levels is consistent with many different
combinations of hours worked and marginal wage rates, and as a result

the definitions of price income and substitution effects become somewhat
obscure. For example in Fig. IV there are two individuals, with wage
opportunity lines EJ and EPG respectively. Both have zero non-employment
income and both have the same average wage rate in equilibrium at A and S

respectively. It is not clear whether the income effect increases

dH
dNEY
leisure by AC or ST where AC # ST.

There are essentially two different ways of dealing with this problem.
One approach would be to abanden the concepts of price income and
substitution effects as being ambiguous in a world in which the wage
opportunity line is non-linear, and to argue that the labour supply
function and the effects of taxation on labour supply can be adequately

defined in terms of average and marginal wage rate effects without using
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\/ Fig. IV

the non-employment income coefficient.thereby avoiding the problems
associated with this variable. The essence of this approach is that
holding non-—employment income constant any change in the tax transfer
system will alter net income, hours worked and the net marginal wage
rate,.therefore the change in the tax system will alter average and
marginal wage rates. If the derivatives of hours with respect to average
and marginal wage rates are known, the effect of the change in the tax

system on hours worked could also be estimated.

The second approachlremoves ambiguilty assoclated with the concepts of

price income and substitution effects by lineariging the non-linear wage
opportunity line. The crux of this approach is that "however the individual
might in practice have chosen a certain combination of leisure and income

we can always find some value for non-employment income and competitive

wage rate such that the individual's choice could be described as being made

as if he were maximising utility subject to a simple budget constraint

1. The author wishes to thank David Ulph for both the idea and the formulae
of the second approach, a response to the author's concern at the
apparently ambiguous nature of price income and substitution effects

e PR VO IUUL. S SN, . SV, O . R
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defined by these "as if'" values of non-employment. income and wage rate."
Thus ST shows the income effect a%gylfor ah individual with a linear wage
rate PG and "as if'" non-employment income EP while AC shows the income

di e e s . \ ; .
effect E*EY'fOP an individual with linear wage rate EJ and zero non-employment

income.

The price income and substitution effects can be calculated using the

average marginal procedure from the formulae:-

Income Effect = Y = dH/dAW
(H + (AW-MW )-a-i—g—)
Substitution Effect = S %%Wy(l = (AW-MW)Y)
Price Effect = P = S + HY
where H = hours worked
A¥ = average wage rate .

MW = marginal wage rate
These formulae are derived in the following way. Suppose
H = o(w, I)
represents the supply function of the simple text-book model for an
individual with non-employment income I and competitive wage rate w,
and
H = f(AW, MW, NEY)
represents the relationship between hours worked and an average employment
wage rate AW, a marginal wage rate MW and non-employment income NEY which

prevails in a more complex world. Then the "as if" wage rate and

2. This idea has been used as the basis for another method of corvecting
invalid conventional procedures based on the Kosters model. Full details
are given in C. V. Brown, E. Levin and D. T. Ulph "On Taxation and Labour
Supply", University of Stirling Discussion Paper No. 30, October 1974,
and "On Estimating Labour Supply" University of Stirling Discussion Paper
No. 31, December 1974.




non-employment income corresponding to a given AW,

W= MI, T = (AW - MW)}H + NEY and hence

£(AW, MW, NEY)

1t

Differentiating (1) with respect to AW gives

dH dH
e 7, (1 + Caw - mw) “7/aaw)
i,e. ¥ = ¢ = dH/dAw
' 2 dH

H + (AW - MW)dAW -

while differentiating with respect to MW gives

dB _ dH
T c 9 H02+ GZ(AW MW ) IS
and so § = o, - Ho_ = ~QE-(1 - (AW - MW)Y)
1 2 dMW
(from Slutsky/Hicks equation, P =S + HY]

o(MW, (AW - MWIH + NEY)

¥W, NEY are respectively

(1)

Note that when using the average marginal procedure the income effect can

be estimated independently of non-employment income unlike the conventicnal

procedure which is forced to rely on the non-employment income coefficient

in order to estimate the income effect. This represents a significant

improvement inscofar as the insurmountable problems associated with the

measurement of the non-employment income discussed in the last chapter are

no longer of central importance because this variable is no longer

essential to the measurement of the income effect.

A Non-Restrictive Functional Form using the Average Marginal Procedure-

It has been demonstrated that

H = F£(AW, MW, NEY)

where H = hours worked
AWl =  average wage rate
MW = marginal wage rate
NEY = non-employment income
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is theoretically valid and that price income and substitution effects can
be estimated from this functional relationship using the derivatives of
hours with respect to AW and MW. It would of course be possible to run
the regression

H = a + bMW + cAW + dNEY
but this imposes intolerable restrictions on the underlying utility
function for income and leisure. There is no reason to believe that the
partial derivativezi§% is linear and examples of non-linearity are given
in Figs. V and VI in which a%% rises (Fig. V) and falls (Fig. VI) as a
function of the AW level.

Fig. V. Fig. VI

In these examples the AW coefficient is itself a function of AW, i.e.

H

a + bMW + cAW + 4NEY (1)

But c

H

e + fAW (2)

Substituting (2) into (1)

H = a + bMW + cAW + fAW2 + dNEY (3)

dH
dMy

is linear and examples of non-linearity are given in Figs. VII and

There is also no reason to believe that the partial derivative

VIIT in which Eﬁ%ﬁ rises (Fig. VII) and falls (FIg. VIII) as a function

of the MW level.



O

Fig. VII

7

Ty

N

L} s wrt

L L

In these examples the MW coefficient is itself a function of MW level,
i.e. in Equation (3)

b = Jj + k MWR (u)
Sbbstituting (%) into (3)

H = a+ jMi + KMiT> + cAW + £AWZ + ANEY (5)

It was pointed out in the last chapter that any empirical'derivation of
a labour supply function which is going to be useful for tax policy must
establish the presence and direction of any systematic pelationship
between the budget level and the magnitude of the substitution effect.3
It was also proved that any such relationship would necessarily imply

that the magnitude of the income effect would be a function of the

L

- ,
marginal wage rate level.  The partial derivative measures the income

aH
dAW

3. See page 229

4, See page Lb
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effect as shown in Fig. IX.

Fig. IX

If, in Equation (5)
c = h + jMW (6)
éubstituting (6) into (5)
' H = a* hiMi + cMd” + dAW + cAw2 + JMW.AW + INEY (7)

Thus equation (7) allows hours worked to be regressed on average wage
rate, marginal wage rate and non-employment income in order to estimate
a labour supply function using a model which is theoretically correct
insofar as there is an underlying functional relationship, agd employing
a functional form which is not highly restrictive such tﬁat price income
and substitution effects can vary over the population, and that these

effects can be estimated without using the non-employment income coefficient.

Statistical Bias in the Average Marginal Procedure

Thus far it has been demonstrated that the new averagg/%arginal procedure
is capable of dealing with a number of basic problems associated with the
conventional procedures used to estimated labour supply. One problem

remains, namely statistical bias asscciated with the average wage rate.



The first problem of statistical bias arises from any error in the
measurement of hours worked resulting in a spurious negative corrolation
between the dependent variable hours worked and the independent variable
average wage rate. If hours worked for a respondent is too high (low)
because of some error in the data, average wage rate will be too low (high),
because average wage rate is defined as income divided by hours worked. It
is important to note that the cause of this épuvious negative correlation
is not simply that there may be some errors in the measurement of hours
worked, but that for each case in the data set the same error appears in
the dependent variable hours worked and the denominator of the independent
variable average wage rate. If errors in the measurement of hours worked
appearing in the dependent variable were not the same errors as those
appearing in the denominator of the average wage rate, the prcoblem of
spurious negative correlation between hours worked and the average wage

rate would disappear.

One way round this problem would be to collect data yielding two independent
measurements of hours worked., each measuva nraesumahlyv having different errors.
Such a procedure is adonted in the emnirical analveis in the next chapter in

which the dependent variable hours werked is defined as total hours

worked in all paid jobs, but the denominator of the independent variable
average wage rate is defined as main job hours + second job hours.
Although these two definitions of hours worked should in principle be
identical it is very unlikely that they will have the same errors, and

therefore will greatly reduce the risk of spurious negative correlation.

The problem of spurious negative correlation between hours worked and the
average wage rate arising from error in the measurement of hours worked -
will be largely but not entirely eliminated by this method of dealing with
the problem because there might still be a relationship between errors in

the two separate measurements of the same variable for some individuals.
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For example, if an individual wishes to impress an interviewer by his
ability to work long hours he might deliberately overestimate his hours
worked on the two.separate measurements of the same variable and this would
result in spuriocus negative correlation between hours worked and average
wage rate. Thus if errcors in the measurement of hours worked arise from people
telling lies about how many hours they work, the method of using separate
measurements of hours worked will not solve the problem of spurious‘
negative correlation, but if people tell lies about thelr work behaviour
there is no way of accurately estimating labour supply using any technique.
If on the other hand errors in the measurement of hours worked arise

because of genuine error on the part of respondent, interviewer, coder

or punch operator, the technique of using two separate measurements of

the same variable hours worked should adeguately resolve the awkward

ﬁroblem of spurious negative correlation discussed in Chapter T.

The second problem of statistical bias associated with the average wage )
rate arises from the fact that when average and margiﬁal wage rates are

not equal, the independent variable average wage rate will itself be
determined by hours worked. Thus the average wage rate will itself be

an. endogenous vériable and an example of this problem was presented in
Chapter i. For this reason the averagg/ﬁarginal procedure for estimatiﬁg
labour supply is unable to claim that the independent variable average wage
rate is truly independent of hours worked. |

Of all the criticisms intrinsic to the conventional procedure for estimating
labour supply, this is the one problem which cannot be overcome® using the

average/marginal procedure.

* New procedures ‘have recently been devised in response to this remaining
problem with the average marginal wage rate brocedure?in which all of
the criticisms intrinsic to the conventicnal procedure are resolved. TYor
details see C. V. Brown, E. Levin and D. T. Ulph "On Estimating Labour

sunnlv"  Universitv of Stirling Discussion Paper No. 31, DecemBer 1974.
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Thus far it has been established that a labour supply function can be

estimated using the average/marginal procedure from the regression:-
B 2 2 R
H = a + bMW + cMW™ + dAW + cAW  + £AW.MY + gNEY

which overcomes all but one of the problems intrinsic to the conventional
procedures based on the Kosters model., There are a number of other

problems to be considered before turning to the empirical analysis.

The Effect of Misconceptions on the Margingl Wage Pate and the Average

Marginal Procedure

it was argued at the beginning of this chapter that there is an underlying
functional relationship between hours worked (H) and the average wage rate
AW, the marginal wage rate (M) and non-employment income (NEY), but this
will only be correct if there are no misconceptions about the marginal rate
of tax.

Fig. X

For example in Fig. X, A and B ars two individuals who are identical in

every respect with net wage opportunity lines CDE except that person A wrongly
believes that his marginal tax rate is 50% with a net perceived marginal wage
rate FG, while person B believes correctly that his marginal tax rate is

0% with a net perceived marginal wage rate CD. Persons A and B will work



different hours even though they have the same average wage rate, objective

marginal wage rate and non-employment income (zero).

There will however be a functional relationship between average wage rate,
perceived net marginal wage rate and non-employment income. This conclusion
follows from the basic premise that the rational individual will equate

his perceived net marginal wage rate with his marginal rate of substitution

of income for leisure.

Thus, assuming Y and L are normal goods, for any particular levels of the
average wage rate and perceived marginal wage rate, say JK and PQ

respectively in Fig. XI, there is a unique value for hours worked M=smd JN.

Pig. XI

M N

It therefore follows that in a world in which there may be misconceptions
about the marginal rate of tax, the definition of the marginal wage rate in

the average marginal procedure is the net perceived marginal wage rate.®

# If there are no misconceptions this definition would still be correct
insofar as the net perceived and net objective marginal wage rates
would be identical.
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The labour supply estimates derived would give price income and
substitution effects for perceived changes in the variables, i.e.
any predictions based on the regression estimates would assume that

changes in the wage rate variables are in fact, fully perceived.

Constraints

It could be argued that the whole analysis rests on the assumption that
individuals are free to work as many or as few hours as they wish and

that constrained respondents should therefore be excluded from any empirical

analysis of labour supply.

Whether or not constrained workers should be excluded depends on how labour
supply is to be defined. For policy purposes the main interest lies in
-predicting changes in actual hours worked resulting from a change in the

tax system, and not hours offered.

There is however another reason for not excluding constrained respondents
from the analysis. Whether or not constrained workers should be eliminated
depends on whether constraints are viewed as being exogencus or endogenous.
In the case of an exogenous constraint, the person cannot adjust his hours
in either direction, the whole theoretical indifference curve analysis
becomes irrelevant and that person should be eliminated from the analysis.
In the case of an endogenous constraint, the person may be constrained by
his employer teo work not less than a certain minimum number of hours and
not more than a certain maximum number of hours, with freedom to adjust

his behaviour between these limits. Such a person (with for example a high
marginal wage rate) may be constrained because he wants to work very long
hours. In this case the elimination from the analysis of such a person
would "throw out the baby with the bath water" and distort the results of

the study. There is no a priori reason for either preferring the exogenous



or endogenous interpretation of constraints. This study has chosen the
endogenous interpretation partly because in thes long run people can change
their jobs in order to obtain or avoid overtime, and also because people

can take second jobs. This implies that very few people who are experiencing
an exogenous constraint could not if they so wished, take action to move

nearer their equilibrium position in the long run.

It is for these reasons that the empirical analysis presented in the next
chapter does not exclude respondents who are constrained. The problem may
not be as serious as it appears bearing in mind that 30% of the whole sample
chose their job in order to obtain or avoid overtime, and that 14% of the

subsample used in the analysis had second jobs.

‘Cross Section Analysis - holding the indifference map constant

An analysis using cross section data can only make sense if we assume that
all of the respondents have approximately the same indifference map or

utility function for income and leisure.

For example, suppose that respondents with low average wage rates have
indifference maps for income and leisure as shown in Fig. VII A while those
with high average wage rates have indifference maps as shown in Fig. VII B,

Fig. VII A Fig. VII B Fig. VII C
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such that the shqpe of the map is systemmatically related to the level

of the average wage rate. The labour supply function is estimated using
cross section data in effect by looking at the hours worked by different
people with different wage lines who are at different points of their
indifference maps for income and leisure, and the labour supply estimates
from this analysis would be based on the assumption that everybody had an
underlying utility function for income and leisure as shown in Fig. VII C.
To the extent that this assumption is evidently wrong the labour supply

estimates would be completely misleading.

There are several reasons why the indifference map for income and leisure

is not likely to be the same for everybody and these are discussed below
together with proposals for "holding the indifference map constant'!'. Before
-discussing this it should be emphasised we do not have to assume that
everybody has exactly the same indifference map for income and leisure when
using cross section data. We do have to assume that the differences .
between different people's indifference maps are normally distributed

about a "mean" indifference map and that the variation about this '"mean"
indifference map is unrelated to any of the variables used in the estimation.
The labour supply estimates would hold good with the caveat that the
coefficients refer only to the behaviour of an average person and not to

any particular individual.

The first reason why indifference maps may vary is that different people

have different tastes even when objective circumstances are held constant.

Secondly people with the same tastes are subjected to different objective
circumstances which will shift the indifference map.  Some examples of
this and the way in which it is proposed to overcome these difficulties are

set out below. This second reason as to why people's indifference maps



will differ is in effect because other things do not remain equal.

Job Satisfaction (the marginal utility of work)

A man will work to the point where the marginal utility of an extra hour

of leisure time is equal to the marginal utility of income from an extra
hour's work plus the marginal utility (positive or negative) derived from
an extra hour spent working. Therefore if {wo men have the same tastes

and wage rates but different levels of job satisfaction, they will work
different hours. The point is that we are primarily concerned with the
indifference map for income and leisure, but leisure can only bhe traded
off for income via work, therefore job satisfaction must be held constant
in the analysis otherwise the indifference map will show not income and
leisure, but income + work and leisure. It is therefore evident thiat the
regression requires a term to hold job satisfaction constant while
investigating the effect of the financial variables on hours worked.
Robinson, Athanasiou and Head5 compared the features of a dozen authors'
scales designed to mesasure job satisfaction on criteria of statistical
procedures, freedom from Response Set, crogs-validation, reliability, item
wording and simplicity. They decided that the Job Descriptive Index (JDI)
by Patricia Cain Smith6 was the best on the.above criteria. The instrument
consists of 72 items - 18 in each of work, supervision and people subscales,
and nine each in pay and promotion subscales. Each of the 5 subscales

censists of a list of adjectives or descriptive phrases.® Each respondent

5. John P. Robinson, Robert Athanasiou & Kendra B. Head, Measures of
Occupational Attitudes and Occupational Characteristics, Suvvey
Research Center, Institute for Social Research, The University of

Michigan.

6. Patricia C. Smith, et al., Cornell 3Studies of Job Satisfaction:
I to VI, Mimeo, Cornell University, circa 1965.

%  See Appendix II p b0 for details of JDI Scales.
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was asked to write Y for "Yes", N for "No"™ or ? for "Don't know"

against each item on the subscales describing the 5 dimensiocns of work
above. The JDI scales for work, supervision, proﬁotion, and people could
be used to hold the marginal utility for work constant. The empirical
analysis uses the JDI work subscale to hold the marginal utility of work

constant.

Need for and Sources of Income

The more dependents a respondent has, the greater will be his need for
money income, i.e. his indifference map will alter as his marginal utility
of money schedule shifts to the right. Likewise 1f there are several
members of the family working the respondent would need to contribute
less of his income to the family budget and his marginal utility of money
schedule would shift te the left. Because cross-section data is tested,
it is essential to the analysis that we assume a distribution of indifference
maps for income and leisure, normally distributed about a 'mean" -
indifference map, and that the dispersion about the mean is in no way
related to objective or subjective differences in needs or sources of
income. For this reason several variables were put into the regression

to "hold the indifference map constant".

A (crude) measure of the person's energy level (ENERGY), and whether the
respondent was off sick or not in the last 4 weeks (SICK) were put into
the regression to take account of the possibility that low energy or sick
people might have low wage rates and indifference maps for Y and L
different from the "mean" indifference map. Other income coming into

the household (OTHER Y}, perceived need for income (SUBJECTIVE Y NEED)]
job satisfaction (JDI WORK), weekly saving to buy something + weekly rent
or mortgage + weekly HP commitments + ¢ ost of maintaining family defined

using Supplementary Benefits levels (OBJECTIVE Y NEED), and finally the



standard working week (STD. WEEK) were enéerad intec the regression to

take account of different objective circumstances when tastes are the
same. As a final step to try to hold the indifference map constant, it
was thought desirable to include only married men in the analysis, because
it seems likely (on purely intuitive grounds) that tastes are likely to

differ between single and married men.

In view of the discussion in this chapter the regression equation deemed

most sultable given the objects of the exercise is:-

H = a + DAW + CAWQ + dAMW + eMW’2 + FAW. MW
+qSUBJECTIVE Y NEED + hOTHER Y + JSICK + kKENERGY +1JDI WORK

+ mOBJECTIVE Y NEED.®

Conclusion

In this chapter the average marginal procedure to estimate labour supply

was explained and justified'on the grounds that it is theoretically superior
to the conventional procedures used and avoids problems assoclated with

the measurement of non-employment income in the estimation of income and
substitution effects. A functional form was derived which is not highly
restrictive and a solution to one of the two econometric problems associated
with the average wage rate was discussed. Thus all but one of the intrinsic
difficulties associated with the conventional procedures for estimating
labour supply have been resolved in the averagg/marginal regression
proposed. The average/marginal procedure was enlarged to take account of
misconceptions about the marginal rate of income tax, and the problem

of constraints was considered. Finally the importance of "holding the

% Detailed definitions of the variables are given in Appendix I.
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indifference map constant" when using cross-section data was discussed and
a nurber of variables were added to the proposed regression in order to:

deal with this problemn.

Thus the regression using the average/marginal procedure represents a
substantial improvement over the conventional procedures from theoretical,
econometric and data measurement viewpoints. Nevertheless there are a
large number of problems which are not tackled, e.g. problems associated
with payment by results schemes and the intensity of effort, unpaid work,
intra-household labour substitution, promotion, job mobility, labour supply
over the life cycle and labour participation are not included in the

model, and it must therefore be emphasised that the analysis presented

is not the final solution to the problem of estiméting labour supply.
Nevertheless the proposed regression using the averagg/marginal procedure
represents a substantial improvement over the conventional procedures:
from”theoretical, econometric and data measurement viewpoints and is
therefore a few small though important steps towards the day when a comélete

labour supply function can be estimated.



CHAPTER TTI

EMPIRTCAL RESULTS USING THE AVERAGE MARGINAL PROCEDURE

Introduction

In this chapter the averagg/marginal procedure is used to obtain labour
supply estimates for a cross—section sample of British weekly paid married
men. Price, income and substitution effects are calculated at nine
different combinations of average and marginal wage rates to observe the
effect of the flexible functional form used in allowing price income and
substitution effects to vary over the population. This is found to have
a profound effect on the results. The regression estimates are also used
to derive the underlying utility function for income and leisure implied

by the regression and a skeleton indifference mapis shown and discussed.

The Data,

The cross-section data used in this study was obtained in 1971 from 2068
weekly paild workers in CGreat Britaln normally working at least 8 hours

each week who had been at work sometime in '"the last 7 days" and who were
not self-employed. The survey, financed by the Social Science Research
Council was carried out by the British Market Research Bureau Ltd. on
behalf of Professor C. V. Brown who is currently working on a study of

the alleged disincentive effects of taxation. The method of data collection
used was a questionnaire schedule devised by Professor Brown and the author
and administered by professional interviewers. The sample was drawn from
British Market Research Bureau's Master Sample of 200 Constituencies, with
two areas being randomly selected in each Constituencv, giving a total of
400 areas excluding north of the Caledonian Canal. There were 24 addresses
to be visited in each of the 400 areas and a procedure was adopted at each

address to see if there was anyone eligible for interview.®™ This procedure

* See Appendix II, p YL for details.



ensured that every person who was paid weekly had an equal chance of being
selected irrespective of household size and composition. Thus the sample
was self-weighting. There were 2965 people eligible for interview and a
total of 2068 interviews were obtained, i.e. a response rate of 69.7%.

Great care was taken to ensure that the data would be of hiéh quality, e.g.
the author was present at the pilot interviews, interviewer briefings, and
remained at British Marketing Research Bureau's Head Office checking samples
of the completed schedules and coding throughout the fieldwork period. The
data cards were all verified, and several check programs were used on the

computer to search for errors. These checks showed the data to be of high

quality.®

Non Response Bias

‘A major difficulty with any survey is the possibility that the non-
respoqdents may be in some way different from those of the sample population
who agree to be interviewed. In fact, the response rate was fairly good,
about the same as that achieved by the Government Social Survey in the
Family Expenditure Survey. However, the probability of bias resulting ffom
the non-respondents is increased in an analysis which is attempting to
explain houré worked as it seems likely that non-response would bhe
correlated with hours worked inasmuch as persons who work very long hours
would be less easy to contact at their homes and might well be less willing

to give up an hour of their leisure time for the interview.

There is no infallible method of accurately finding out the extent of
non~response bias, but some crude checks were used to give a gulde as to

the extent that non-respondents differed from the respondents. The first

Some 80 errors were revealed out of 30,000 cards, each card containing
about 40 bits of information. Full details of the survey are given in
Appendix II.



check for non~resgonSe bias consisted of comparing answers to some key
questions obtained from respondents on the first wave with those obtained
from respondents on the second wave of the fieldwork. The rationale behind
this comparison is that the second wave of fieldwork consisted of trying to
(and in 155 cases succeeding) obtain interviews from those who had

refused to give interviews or had not been able to be contacted on the first
wave. Thus the second wave respondents would more clogely resemble those
who never gave any interview at all than would those who agreed to be
interviewed on the first wave. For example if mean hours worked by second
wave respondents (i.e. those who had been non-respondents in the first wave)
was greater than mean hours worked by first wave respondents; then it is
likely that those who never gave any interview at all worked even longer
hours. In fact these comparisons between first and second wave respondents
revealed no statistically significant differences in mean hours worked,
gross pay, age, sex or number in the household; indeed the means on all

of these variables were almost identical in both groups. -

The second check for non-response bias consisted of comparing wave 1
respondents, wave 2 respondents and non-respondents bn other variables.

This was possible because if an eligible person refused to be interviewed

on wave 2, the interviewers were instructed to complete a substitute
questionnaire® in which the respondent was asked just two questions on the
doorstep, and the interviewer had in addition to fill in some nine pieces

of informatiocn,which also appeared in an interviewer section at the end of
the main questionnaire. This check suggests that households with no

children may be underrepresented because of non-response bias, this inference

being drawn from Table I. below. The two questions which the ncn-respondents

* See Appendix II p. [6l — [bb
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TABLE T
Interviewer Assessment Wave 1 Wave 2 Non-Fespondent
R % % Substitute Questionnaire
Neighbourhood -~ poor 16 25 2L
~ average 70 55 50
- middle class 12 14 16
Home Kept - clean TH 57 57
- fair 20 30 27
- untidy 5 8 16
Prosperity -
expensive furniture, etc. 12 1 8
average " " 77 68 75
old " " 10 15 i7 .
Children - yes 55 60 65
- no 45 40 35
Number of adults
-1 ) 9 6
- 2 48 46 57
- 3 26 25 24



were asked on the doorstep are excluded from Table I on the grounds that
no compérison can be made. The reason for this is that although wave -1,
wave 2 and non-respondents were all asked these two questions, the stimuli
are different for these three groups insofar as the non-respondents had not
been asked preceding questions which the respondents had been asked and

comparisons are therefore invalid.

The Regression
H = a + bAW + CAW2 + dMW -+ eMW2 + FAW.MW + g SUBJECTIVE Y NEED
+ hOTHER Y + j SICK + k ENERGY + bJDI WORK + m OBJECTIVE Y NEED
+ n STD. WEEK
was run on married men aged under 65 years, who worked more than 20 hours
in all paid jobs last week, whose net income exceeded £8.00 and whose

main job perceived marginal wage rate and average nel wage rate was greater

than zero.

The dependent variable hours worked '"last week' for which the respondent
was pald (H) was regressed on average net wage rate (AW) and net perceived
marginal wage rate (MW) with squared wage rates and an interaction term
added in (AWQ, MWQ, AW.MW) such that labour supply estimates can be derived
using a functional form which is not highly restrictive. An attempt was
made to "hold the indifference map constant" by includiné variables which
are intended to hold constant subjective differences in tastes (SUBJECTIVE
Y NEED), differences in objective circumstances (OBJECTIVE Y NEED), fjob
satisfaction (JDI WORK), health differences (SICK and ENERGY), institutional
conventions (STD. WEEK) and finally sources of income coming in to the
family other than the respondents' earned income (OTHER Y). This last
variable which includes not only any true non-employment income but also

wife's income, means tested benefits and pensions coming into the household

is required to hold the respondents' budget level constant for any particular
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values of respondent's average and marginal wage rates. Detailed

definitions arve given in Appendix I.

The results for this regression are shown below in the table below.

All Married Men  Dependent Variable: Hours worked last week in all paid

iobs

Variable B Beta Std. Error B F
AW -0.66439 -1.12637 0.10711 38.475
AW2 0.00368 0.86892 0.00113 10.604
MW 0.15432 0.48096 0.06912 1,985
'MWQ -0.00015 -0,10122 0.00015 0.998
AW MW ~0.00200 ~0.52660 0.00101 3.878
SUBJECTIVE

Y NEED 0.00370 0.21u48 0.00082 20.159
OTHER Y -0.,00188 -0.21361 0.00038 24,399
SICK -3.96092 -0.11126 1.48270 7.137 )
ENERGY 0.86773 0.09595 0.38275 5,140
JDI WORK 0.07674 0.08208 0.03919 3.835
OBJECTIVE

Y NEED 0.00266 0.17123 0.00071 13.980
STD. WEEK 0.49920 0.17309 0.12821 15.160

(constant) 33.626865

R2 = 0.37047 N = 382 F = 18.0958% (Printout Ref 29/u4/74 p.lh

On first inspection the results for the average marginal. procedure are
very encouraging, insofar as the negative sign on the average wage rate
coefficient and the positive sign on the marginal wage rate coefficient
ar~ consistent with economic theory. This is illustrated in Fig. I in
which, holding OTHER Y constant at zero and the net perceived marginal

wage rate MW constant, i.e. EB = E'B', hours worked falls from EP to EQ



- st

as the average wage rate rises from EB to EC because of the pure income

effect where Y and L are normal goods.

In Fig. II holding OTHER Y constant at zero, and the average wage rate
AW constant at EB, hours worked rise with the marginal wage rate FG

shown by heavy short lines.

Fig. I




The signs on the other variables' coefficients are also very plausible.

Hours worked is positively.related to the subjective need for income,

general energy level, job satisfaction, objective need for income and

standard working week, and negatively related to other sources of income

coming into the family and sickness.

2 . . . , . .
The R~ for the regression ils .37, fairly high considering that cross-

section data was used and the regression as a whole,and all of the

variable except sz and JDI WORK

are significant at the 5% level.

The object of the squared and interaction wage rate terms was to use

a functional form which would permit lahour supply estimates to vary

over the population and in Table II price income and substitution

effects are calculated at the means and one standard deviation above-

and below mean average and marginal wage rates using the formulae

derived in Chapter II%*:-

where

and

dH
dAW

dH
dMW

_dH
Income Effect = Y = dAW -
(H + (AW - M) 55
Substitution Effect = § = E%%' (1 - (AW - M) Y)
Price Effect = P = § + HY

it

1t

-0.66439 + 2x 0.00368xAW - 0.002 xMW

0.15432 - 2% 0.00015xMW - 0.002xAW

“#  See pages 35~ 3b



TABLL 1T

x\\\\\\\\§2?rage Wage |Mean less one Mean Mean plus one
Marginal Rate standard deviation 5985 standard deviation
L wage rate 37.35p ESh e 70.35p
Mean plus one P-. 3412 P, 3247 P-.2951
standard deviation ¥-.0068 Y-.0072 Y~.,0069
84 . OUp S+.0371 S+.0168 S-.0105
H55.630 H u7.43 H 41.24%
P-.3755 P-.3473 P-.2847
Mean Y-.0080 Y-.0081 Y-.0068
53.70p S+.0552 5+.0305 §-.0028
H 53.84 H 46,64 H 41.45
Mean less one P-.3954 P-.3464 P-.2398
standard deviation Y-.0085 Y-,0087 Y-.0060
23.36p S+.0865 S+.0501 S+.0085
H 51.78 H 45.58 H 41.39
P = Price Effect, Y = Income Effect, § = Substitution Effect
H = Hours worked. )

From Table II it can be seen that at the sample means Ffor average and
marginal wage rates the income effect is negative and the substitution effect

is positive as predicted by economic theory.

Secondly, from Table II it can be seen that for any particular value
of the marginal wage rate the magnitude of the substitution effect
decreases as a function of the budget, a consequence of the negative
. coefficient on the AW.MJ interaction variable which is significant
at the 5% level in the regression. The maénitude of the income effect
decreases (absolute value) as a function of the marginal wage rate, a

Vs 2 . .
consequence of the positive AW™ term in the regression.

Something has gone wrong in the column of results in Table II where

average wage rate is equal to mean plus cne standard deviation. The



positive substitution effect which decreases as a function of the average
wage rate has turned negative above mean average wage but bhelow one
standard deviation above the average wage rate, while the magnitude of
the income effect, unlike the other average wage rate columns shown,

increases in absolute value as a function of the marginal wage rate.

In order to find out exactly what has happened at high average wage rates
well within the sample range, @ skeleton of the underlying

indifference map for income and leisure can be derived from the regression.
The first step is to produce tables showing hours worked at different
combinations of net average and perceived net marginal wage rates from

the regression and this is shown in Table III.

Table III can now be used to construct an "indifference map". We know

(or qssume) that the slope of the perceived net marginal wage rate is
equal to the slope of an indifference curve at the hours which the person
chooses to work. The location on the indifference map is uniquely defined
by hours worked and the net average wage rate, and the slope of the
indifference curve at that point is given by the net perceived marginal

wage rate. Thus for example in Fig. I, if we know that at average wage

>; Fig. I

L.

rate AB)hours worked is AC at a marginal wage rate of MM, AD at a marginal
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wage rate of PQ, and AE at a marginal wage rate of ST, then we know
both the slope and position of the indifference curves at points X, W
and Z. The operation can then be repeated at a different average wage
rate say AP, and a skeleton indifference map for income and leisure -
will emerge. This procedure was used to produce the map shown overleaf
from the information in Table III which was derived from the regression

in Table I.

Inspection of this map reveals quite clearly why the labour supply
estimates in Table II look peculiar at higher budget levels. The
revealed "indifference map" implied by the average/marginal regression
estimates of labour supply is consistent with a priori economic theory
up to an average wage rate of about 10p above the mean average wage
rate for the sample, and this is encouraging insofar as labour supply
estimates based on the conventional Kosters procedures have in many
cases estimated negative substitution effects at the sample mean. On
the other hand at average wage rates beyond this level the "indifference

map" looks depressingly wrong insofar as the indifference curves

intersect and satiation occurs at an implausibly low average wage rate.

These findings raise a number of guestions. First, the labour supply
estimates given in Table IT show the magnitude of the substitution
effect decreasing as a function of the average wage rate, but it is
not clear exactly what reliance can be placed on this relationship, or
indeed on any of the estimated income substitution or price efifects.
Second, if it is true that the magnitude of the substitution effect
does in fact decrease as a function of the budget level should this
finding simply be treated as an empirical fact or does this tell us
something fundamental about the psychological determination of a

utility function for income and leisure. If the latter were true this
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would suggest that the relationship is more likely to hold true over
time. Third, if it is true that the magnitude of the substitution
effect does in fact decrease as a function of the average wage rate

or budget level, what, if any, policy implications would be implied
by such a relationship ? The first two.of these questions is discussed
in the remainder of this chapter and the third is treated in the

final chapter.

Validity of the Estimates

The interaction and squared wage rate terms were included in the
regression in order that labour supply estimates could vary over the
population. Thus the functional form used was not highly restrictive
insofar as the interaction term (AW.MW) allowed the derivative of
hours worked with respect to the marginal wage rate to vary as a
linear function of the average wage rafe. A positive coefficient

on AW.MW would have implied that the substitution effect increases

as 2 Minear function of the average wage rate, while a negative
coefficient on AW.MW would have implied that the substitution effect

decreases as a linear function of the average wage rate.

The regression, in fact, produced a negative coefficient® on. AW.MW

*  See Table I, page 50



which was significant at the 5% level but it is this coefficient which

is responsible for E%%' turning negative at high average wage rates, and
the question must be asked as to why this interaction was so powerful

that it decreased a%% to below zero within one standard deviation above

the sample mean average wage rate. The regression also produced a negative
coefficient® on the MW2 term (which was not significant at the 5% level)
and it appears to be this coefficient which is responsible for inter-

secting indifference curves, and it is important to find out why this

theoretically impossible result might have occurred.

Mis-specification

The first possibility is that although the average marginal procedure is
an improvement in comparison with the conventional Kosters procedure, it
is still a mis-specified model of labour supply because it is incomplete
i.e. it does not deal with participation, effort, family labour supply,
life cycle effects, etc., and that any results must therefore be viewed
with extreme caution. While this conclusion is absolutely correct, this
does not account for the statistical significance of the AW.MW inter-
action term and is therefore a somewhat unsatisfactory explanation ,
particularly as this relationship is significant on different subsamples

and cannot be.treated as a fluke result.

Statistical Bias »
A more likely reason for these results may be found with reference to

the econometric problem intrinsic to the Kosters procedure which the

average marginal procedure is unable to solve, namely that the average
wage rate is an endogenous variable whenever net average and objective

net marginal wage rates differ. In Chapter 1#%an example demonstrated

s,

* See Table I, page 56

%% See page LT
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that if there was a variable which was positively (negatively) related
to hours worked and was missing from the regression,this would result in
spurious negative (positive) correlation between hours worked and the'
net average wage rate if the objective net marginal wage rate 1s less
than the average wage rate, and vice versa if the objective net marginal
wage rate is greater than the average wage rate. Although R2 in the
regression is high in com@arison with other studies using crogs-section
data to estimate labour supply, 63% of the variance is unaccounted for,
and there must be many varisbles both positively and negatively related
to hours worked which are not included in the regression. The possibility
therefore exists that spurious positive or negative correlation exists
between the net average wage rate and hours worked arising from ‘the,
fact that net average and objective net marginal wage rates are not
equal. If a spurious negative correlation exists between hours worked
and the net average wage rate, the net average wage rate coefficient
would be spuriocusly decreased and the interaction term AW.MW which includes
the net average wage rate would also be spuriously decreased., It is
therefore possible that the strong negative interéotion term in the
regression is greater (absolute value) than the true value of the
coefficient for AW.MW. The effect of this would be to depress estimates
of g as well as to exaggerate the rate at which _di decreases as a
dMW dMw
function of the average wage rate and if there was spurious negative
correlation between hours worked and the average wage rate, this would
explain both the intersecting indifference curves and the low satiation
for income and leisure. It is however impossible to say a priori
whether statistical bias arising from the inequality of average and
marginal wage rates will result in a spurious positive or negative
correlation between hours worked and the average wage rate becausc the
sample includes respondents whose objegtive net marginal wage rates

are greater than as well as less than their average wage rates, and
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we do not know qhether the variables not included in the regression
which would explain the unaccounted 63% of the variance are positively
or negatively correlated with hours worked. It is however possible

to argue that there should be little or no spurious negative correlation
between hours worked and the average wage rate arising from error in

the measurement of hours worked because separate measurements of the
same variable hours worked were used for the dependent variable hours
worked and the denominator of average wage rate defined as net income

divided by hours worked.

The Functional Form

The reason that the implausible arveas of labour supply estimates and
"indifference map" were able to occur above an average wage of 60p per
hour was that a functional form was used which was not highly restrictive
such that labour supply estimates (and therefore the implied utility
function for income and leisure) could vary fairly freely over the sample
population. Nevertheless the funectional form used did have some
restrictions.For example, the derivative of hours worked with respect to
the net perceived marginal wage rate is constrained to be a linear function
of the net average wage rate, and this could explain the obviously wrong
labour supply estimates at higher net average wage rates. If for example
the true utility function for income and leisure was such that gﬁ#~was a

dMW

non-linear function of AW, it is possible that a%%'rapidly
decreases as a function of AW at low average wage rate levels but that
this effect diminishes at higher average wage rate levels. The linear
restriction imposed by the functional form used could conceivably impose
constraints such that incorrect labour supply estimates are derived from
the regression. Thus it could be argued that the functional form used

was sufficiently non-restrictive to reveal that there is a relationship

between the magnitude of the substitution effect and the average wage



rate level and to give its sign, but that the functional form was too
restrictive to give the magnitude of this relationship accurately. It
would have been possible to run a full scale polynomial regression but
this would have led to problems of multicollinearity between the wage
rate variables resulting in insignificant coefficients. The functional
form which was actually used has five wage rate terms in which both

average and marginal wage rates appear three times.

There is another way of dealing with the possibility that the functional
form used is too restrictive. Rather than adopting the rather crude
blunderbuss empirical approach of running a large polyncmial regression,
it is worth considering on a priori grounds just why the magnitude of
the substitution effect might decrease as a function of the budget, and
construct a new functional form which has some theoretical basis, and

it is this approach which is adopted in the next section.

Weber/Fechner Laws of the Relationship between Objective Stimuli and

Sensation

A priori economic theory states that indifference curves are convex to

the origin and do not intersect, but the theory says nothing on the
question as to whether the magnitude of the substitution effect increases,
decreases or remains unchanged as a function of the budget. Indeed the
simple linear interaction term AW.MW was used in the empirical analysis

because a priori theory gives no guidance whatsoever concerning this

relationship.

The empirical results suggest that this relationship is important in
the determination of labour supply estimates and that consideration of
a theoretical reason for this may provide reason to re-estimate labour

supply using a theoretically based interaction between AW and MW



emploved in the regression.

. 1 .
The theoretical gap may well be filled by Fechner's Law™ which was
derived from Weber's Law. Weber's Law states that equal relative
increments of stimuli are proportional to equal increments of sensation

) . §8 .
i.e. §y remains a constant when —E-remalns congstant where

il

Y sensation

B

stimulus.

For example it may be possible to tell the difference between the weights
of two objects when one weighs 1 1b and the other weighs 13 1bs but it is
impossible to tell  the difference between two objects when one weighs

10 1bs and the other weighs 102 lbs. Weber'"s Law emerged from a series

of experiments in which he found that at the "just noticeable difference"
between two stimuli (i.e. &vy), gﬁ*was a constant. This '"fundamental
formula'" (as it came to be called) did not presuppose the measurement of
sensation; it simply expressed the relation holding between small relative

stimulus increments and sensation increments.

Fechner pointed out that the relationship between objective stimulus and
sensation could be derived from Veber's Law whereby

Yy = log B
Bor-ing2 has subsequently concluded that although this relationship is
not in fact absolutely correct (especially at very high and very low

intensities of stimulus), it is more nearly correct to equate the just

1. G.T. Fechner, "Elements of Psychophysics in 1880" translated and
reprinted in W. Dennis, Readings in the History of Psychology,
Appleton -Century-Crofts Inc. pp 206-213.

2. E G Boring, Sensation and Perception in the History of Experimental
Psychology, D. Appleton-Century-Crofts Inc. 1942, '
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noticeable difference in sensation with a proportional difference in

the stimulus than to equate it to any constant stimulus difference.

Thus "it follows that every given increment of stimulus causes an ever
decreasing increment in sensation in proportion as the stimulus grows.
larger and that at high values of the stimulus it is no longer sensed,
while on the other hand, at low values it may appear exceptionally

3
strong."

What then is the relevance of Weber's Law and Fechner's Law which states
a more precise relationship between stimulus and sensation than its
cousin, Marshall's Law of Diminishing Marginal Utility which states a

relationship between stimulus and satisfaction?

The stimulus could be viewed as the level of activities produced by
combining income and leisure in a production function. After a compensated
change in the relative prices of income and leisure the increment to the
stimulus would be the amount of extra activity the person could enijoy if

he alters his combination of time and money inputs such that the new

price line 1s tangential to a higher isoquant curve. In the real world
people do not have isoquant maps or indifference maps which they consult

in their efforts to maximise satisfaction. It follows therefore that

a different strategy must be adopted by a person choosing between different
combinations of income and leisure in the production of an activity, and
between different combinations of different pairs of activities. The

most reasonable hypothesis is that the extent to which there will be a

3. G.T. Fechner, "Elements of Psychophysics 1860" translated and reprinted
in W. Dennis, Readings in the History of Psychology, Appleton-Century-
Crofts Inc. page 212,
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change in behaviour for a compensated change in price will be a funetion
of the likelihood of there being a perceptible increase in the level of
activities (i.e. a just noticeable difference) as a consequence of the

changed behaviour.

This "different strategy' together with the Weber/Fechner Laws provides

a plausible a priori explanation as to why people might become less
responsive to compensated changes in the marginal price of leisure as

the budget rises. The "different strategy" plus the Weber/Fechner Laws
also implies that there is no such thing as an indifference wap. in the
real world. There is a behaviour map which would differ from an indiffer-
ence map in as much as the individual will always "maximise'' his
satisfaction if he knows his indifference map, whereas the individual who
does not know his indifference map will adopt a different strategy in
which he can only "satisfice" because of the Weber/Fééhner Laws., Putting
it rather crudely, it is not worth the effort making marginal adjustments
to your behaviour in response to marginal price changes if the increment
to the level of activities is not noticeable. The probability that such
an increment will not be noticeable rises with the budget or activities

level.

This reason as to why the magnitude of the substitution effect might
be a function of the budget level is rather appealing because it 1s based
in Psychological theory which is relevant to the fundamental assumptions

of Economic Consumer  Theory.

. . . . aH .
The functional form used in the regression constrained T to be a linear
1

function of the average wage rate. But the Weber/Fechner laws discussed

s is a logarithmic function of the budget.

d
above suggest t?at T



Thus instead of saying

H a + bMW + cAW

1t

1

but b d + eAl
therefore by substitution H = a + dMW + eAW.MW + cAW

we now say H

it
o8]

+ bMW + cAW
but b=4d + e log AW

therefore by substitution H = a + dMW + e(log AW).MW + cAW

In order to test this hypothesis the regressions were run again using
the same sub-sample and the same variables except that the(logAW).MW

was substituted for AW.MW.

The results for this regression are shown below in Table I[II. The F

value of the interaction term has increased from 3.878 in the earlier
- . . 2 .

regression to 6.515, while R° and the F value for the regression as

a whole has increased, lending support to the hypothesis that behaviour

is affected by the Weber/Fechner laws such that dﬁ% decreases as a
logarithmic function of average wage rate. However H%% becomes negative

at an average wage rate of about 70p per hour and so the hypothesis
that satiation occurred at an implausibly low budget level because the
interaction term should have been (log. AW).MW instead of AW.MW based on

the Weber/Fechner laws is not supported by the evidence.
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All Married Meu Dependant Variable: Hours worked last wegl in all

paid jobs

Variable B Beta Std. Error B F
AW -0.50111 -0.84855 0.10072 24,754
AW2 0.00257 0.60530 0.00072 12.741
MW 0.60700 1.89177 0.22629 7.185
MW2 -0.00015 -0.10099 0.00015 1.01C
(LOG AW).MW -0.32642 -1.88671 0.12788 6.515
Subjective Y
need 0.00367 0.21308 0.00082 20.265
OTHER Y -0.00188 ~-0.21141 0.00038 24,045
SICK -3.87590 | -0.10887 1.47838 6.873
ENERGY 0.85850 0.09493 0.38143 5.066
JDT WORK 0.07517 0.038040 (0.03805 3.706
Objective Y .
need 0.00263 0.18901 0.00071 © 13,799
STD. WEEK 0.51130 0.17729 0.12787 15.98¢
(Constant) 28.043089

2

R™ = 0.37489 N = 382 T = 18.4413Y4 (Printout Ref. 29/u/74, p.16)
Conclusions

The average/marginal procedure was used to estimate price income and
substitution effects for a sample of 382 British weekly paid married

men using cross-section survey data collected in 1971. Estimated price
income and substitution effects have signs consistent with economic theory
over a substantilal range of sample wage rates. and the magnitude of the

substitution effect was found to decrease as a function of the average
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wage rate. This relationship was so strong that the substitution effect
became negative at net average wage rates in excess of around 60p per
hour i.e. within one standard deviation above the mean net average wage
rate. An "indifference map" for income and leisure was derived from the
regression estimates to illustrate the utility function for income and
leisure implied by the regression and also to show how the substitution
effect decreased as a function of the average wage rate level, chanpging
from positive through zero to negative above an average wage rate of

about 63p per hour.

Possible explanations of this finding were considered and it was concluded
that endogeneity of the average wage rate could cause positive or negative
spurious correlation between hours worked and the average wage rate and
that spurious negative correlation if present could explain this relation-
ship. A second plausible explanation is that the functional form is
sufficiently non-restrictive to reveal the presence and direction of the
relationship between the substitution effect and the average wage rate
level, but is too restrictive to give the correct magnitude insofar as

the relationship is constrained to be linear. An alternative functional
form based on Psychological Theory was tried, but this did not yield
plausible labour supply estimates over the whole population either,
although these results implied some improvement. Whichever of these
explanations is correct, very little reliance can be placed on anybody's
estimates of labour supply as long as the problem of endogeneity remains
unsolved and until all the other factors affecting labour supply (e.g.
intensity of effort and joint family labour supply determinants) are

built into a fully specified labour supply model. On the brighter side

it is encouraging to see that the average/marginal procedure which, after
all, ought to y;eld better results insofar as it is superior to the

conventional procedures from theoretical and econometric points of view,



does in fact p?oduce labour supply estimates with the correct signs
at the sample means and over a falrly large range of avevage and

marginal wage rates. In the next chapter the possible implications
of the labour supply estimates are discussed on the assumption that
they are correct in terms of the directions of the relationships if

not in terms of the exact magnitudes.
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CHAPTER IV

Income Maintenance Proposals and Labour Supply

Introduction

In this chapter the implications of the estimated labour supply function
with respect tc income maintenance schemes are discussed, using
alternative negative income tax schemes on a hypothetical population to

illustrate the issues.

. " 13
Finally, the strengths and weaknesses of the average marginal approach
to the estimation of labour supply are reviewed and some suggestions

are made for future research.

Taxation:and. the Distribution of Income

Taxation has been used as a tool to achieve a transfer of income Ffrow the
rich to the poor, yet attempts by Government to eliminate poverty through
transfer using taxation are claimed to have greatly impeded the incentive
to work because the effect of means tested social benefits to the poor
can be to raise their marginal rate of taxation te well over 100% at low
levels of income.l This line of argument has led to several suggestions2
for "guaranteed income' or '"negative income tax" schemes whicﬁ struggle
to achieve simultaneously:
1) a low marginal tax rate (to maintain efficiency)

2) the elimination of poverty by a guaranteed income (to achieve
a "good" distribution).

Although much of the empirical work based on the Kosters model has been

i. A, R. Prest, Social Benefits and Tax Rates, IEA Research Monograph No.
1870, '

2. A. B. Atkinson, Poverty in Britain and the Reform of Social Security,
Dept. of Applied Economics Occasional Papers 18, Cambridge Univ. Press,
1969.
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undertaken with a view to helping policymakers estimate the effect of
introducing an income maintenance or negative income tax scheme: on
labour supply, the net effect of such schemes on the incentive to work
is unknown. One feature common to all redistributive schemes is that
there are both net gainers who usually have relatively low incomes and
net losers who usually have relatively high incomes. The income effect
would probably result in the net gainers in the scheme working less as
their incomes rise, but the net losers would work more as thelr incomes
fall. The substitution effect could result in the gainers and/or losers
working less or more, depending on whether their marginal rates of
deductions increase or decrease when the scheme is implemented. This
assumes that such a scheme would be a substitute for rather than an

addition to the existing tax/transfer systen.

The results of the average marginal regressions suggest that the magnitude
of the substitution effect decreases as a function of the average wage
rate, while the magnitude of the income effect decreases as a function of
the marginal wage rate. Little reliance can be pla;ed on either this
relationship or any other empirical estimate of price income or substitution
effects until a fully specified labour supply model is evolved which does
not contain any endogenous variables. Having made this caveat, it is
nevertheless interesting to note the implications of the empirical
findings using the averagef%arginal procedure. The really interesting
point is that income and substitution effects are not going to be the

same for net gainers and net losers in a redistributive negative income
tax scheme, and that the asymmetry of the magnitudes for income and

substitution effects as between net gainers and net losers could be

important in choosing the tax rate schedule.

The notion of asymmetry does implicitly enter the income maintenance
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controversy as Lhose opposed to redistribution will simultanecusly argue
that redistribution from the higher paid tc the lower paid will act as a
disincentive to the higher paid because of high marginal tax rates
(substitution effect > income effect) and a disincentive to the lower paid
because if you give them money they don't need to go out to work (income

effect > substitution effect).

Likewise those in favour of redistribution will simultaneously argue that
redistribution From the higher paid to the lower paid will not be a
disincentive to the higher paid because of higher marginal rax rates (income
effect > substitution effect), and will not be a disincentive to the lower
pald because the existing high marginal rates of deductions caused by the

poverty trap will be lowered (substitution effect > income effect).

The question of asymmetry between 'donors'" and "recipients" is evidently
of congiderable importance in any discussion of income maintenance and
labour supply. The significance of these observations can be seen if we
P 3 3
take a preal-world example. The proposed Tax Credit Scheme prompted CGeorge
< . H . .
and Priscilla Polanyl to suggest that a higher marginal tax rate be
imposed at the lower end of the income distribution in order to achieve
1ma a tr o 3 1 + 5
an "inexpensive' high minimum income guarantee. Professor Kaldor~ strongly

urged precisely the opposite, i.e. he wanted marginal tax rates to rise

with income. Let us assume that the objective is to minimise the loss of

3. Proposals for a Tax Credit System, Cmnd 5116, H.M.S.0. Cct. 1972

4. George and Priscilla Polanyi, "Tax Credits: A Reverse Income Tax'",
National Westminster Bank Quarterly Review, Feb. 1973, p. 31.

5. Professor N. Kaldor, Select Committee on Tax Cradit, Minutes of
Evidence Thursday 29th March 1973, p. 217.




19

national income for a given level of assistance to the worst off person.

R. A. Musgr‘ave's6 claims that "If the marginal rate of substitution of
leisure for income is high for people with large incomes and low for
people with small incomes, the substitution of a progressive rate structure
will be least favourable to work effort; and it will be most favourable

if this relationship is reversed." Thus it would appear that the labour
supply estimates which show the magnitude of the substitution effect
diminishing as a function of the budget, ought to févour the Kaldor
proposals in which marginal tax rates rise as a function of the level

of income.

This hypothesis can be tested by assuming a hypothetical population of
four people A, B, C and D with gross linear wage rates of 30p, 40p, 50p
. and 60p vrespectively. Estimated hours worked together with price income

and substitution effects at these points are shown in Table TI.

Tahle I -
Gross wage Hours Gross Price Income Substitution
rate worked Income Effect Effect Effect
A 30 55.75 16.725 -0.4181 ~0.0090 0.0853
B 4o 51.72 20.688 ~0.3877 -0.0087 0.0623
C 50 48.00 24,000 -0.3572 ~b.0083 0.0393
D . 60 .58 26.7u8 -(0,3265 -0.0077 0.0163
National Income = 88.161

Now suppose this population decided that the distribution of income was
too wide and wished to redistribute income using a self financing negative

income tax system with a tax credit of say £2.00 financed by a tax on

6. R. A. lMusgrave, The Theory of Public Finance, McGraw-Hill, 1859 p.2u4
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earned income. They could simply impose a tax credit and a linear
income tax schedule on themselves, or the tax schedule could have

marginal tax rates rising or falling as a function of income.

Two such alternative schemes are considered in Tables II and III in
which both have the same tax revenue after labour supply adjustment

of £8 to finance a tax credit of £2, and both systems are self-financing.

The computation of the change in hours worked resulting from the negative

income tax on person C who faces rising marginal tax rates is illustrated

in Fig. I.

Pig. I

~ 4

JK is the gross wage rate before tax, 50p per hour. JC is the tax

credit or minimum income guarantee, £2.00. The net wage rate is given
by CDE i.e. the first £21.05 is taxed at 0% therefore CD is parallel

to JK. Income earned in excess of the first £21.05 is taxed at 90%,
therefore the slope of DE is one tenth the slope of CD. The effect of
this negative income tax system on hours worked consists of an income
effect arising from the credit JC, a price effect arising from the change

in the net wage rate, and another income effect arising from the kink



in the net wage line CDE. Thus the negative income tas changes hours
worked by (JC + CIP') times the income effect, plus the change in the
slope of JK to DE times the price effect. The income effect of the tax
and credit and the price effect of the tax are computed for the other

individuals on the same principle illustrated for person C.

Tables IT and III show that the effect of the negative income tax system
with a minimum income guarantee of £2.00 is to reduce national. income by
approximately 1% for the hypothetical population using the average marginal
labour supply estimates. Contrary to R. A. Musgrave's prediction and

the author's expectation, the negative income tax system with the
progressive rate schedule in Table II reduces both national income and
total hours worked by more than the regressive rate schedule in Table ITIL.
it is however worth noting that although these two schemes both provide
the same minimum income guarantee of £2.00 and are therefore in some selise
equivalent schemes, the amount by which the worst off person A is made
better off (assuming no change in his hours of work) is not identical

in both schemes.

In the progressive rate scheme in Table I person A pays no tax at all
therefore he benefits by the full amount of the £2.00 tax credit, whereas
in the regressive rate scheme in Table II, although person A would also
receive a £2.00 credit, he would also pay £1.67 tax at his original hours

therefore reducing the net benefit to 33p.

It is for this reason that the effect of another self-financing income tax
system is given in Table IV which has a regressive rate structure but which

yields person A a net gain of £2.00 at his original hours, unlike
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Table III. Once again a comparison between Tablss IT and IV shews that
holding constant the net benefit to the worst off person at his original
hours, the progressive rate scheme in Table II reduces national income

and hours worked by more than the regressive rate scheme in Table IV,

Part of the explanation of these unexpected results lies in the fact that
although the magnitude of the substitution effect for a compensated change
in the wage rate is smaller at higher income levels, the actual change

in the wage rate is much greater under the progressive rate schedule
compared with the regressive rate schedule. Thus in the progressive

rate system in Table II:-

Aw /v * substitution _ A resulting from sub- Change in National
—t effect stitution effect Income
A 0 & .0853 = 0
"B 0 % .0623 = 0
C uhH ¥ .0393 = 1.7685 #50 = 0.88
D 5L % .0163 = 0.8802 %60 = 0,53 N

reduction in H because of 2.6487 reduction in 1.41

substitution effect ——e Nat. Income
because of

substitution effect.

-

whereas, in the regressive rate system in Table IV:-

Py SRS substitution _ A resulting from sub-  Change in National
effect stitution effect Income

A 16.68 & .0853 = 1.u4228 #30 = 0.43

B 22.24 W .0623 = 1.3856 40 = 0.55
C 0 % .0383 = 6]
D G % .0163 = 0

s reduction in e

reduction in H because of 2.8084 Nat. Income 0.98

substitution effect —e because of ——

substitution effect.
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Hours lost because of the substitution effect are greater undexr the
regressive rate system but when these hours lost are valued at their
gross wage rates, the reduction in national income because of the

substitution effect is greater under the progressive rate system,

The main reason for the unexpected results is that the progressive
tax structure implies an income effect reducing work effort, while
the regressive tax structure implies an income effect increasing work

effort, quite apart from the income effect arising from the tax credit.

Fig. III Fig. IV

Progressive rate schedule Regressive pate schedule
\

y /

K )

In Figs. III and IV the gross wage rate is given by JK, the tax credit

by JC and the net wage rate by CDE. The effect of the tax credit systems
on hours worked consists of the price effect times the change in the slope
of the marginal wage rate, plus the income effect times JF. Note: that
under the progressive tax schedule the income effect decreases hours worked
by more than the credit JC times the income effect, while under the
regressive rate schedule the income effect JT actually increases work

effort.



Thus the apparently obvious statement by R. A. Muggrave that if the
magnitude of the substitution effect decreases with income level, a
progressive rate structure will be more favourable to work effort than a

regressive rate structure is, to say the least, misleading.

Obviously it is not possible to draw any valid conclusions by generalising
this finding to the Kaldor and Polanyi proposals for a tax credit sgystem
insofar as the labour supply estimates used data referring to weekly paid
married men and are therefore unrepresentative of the British population
as a whole. Furthermore the labour supply model used is too simple to
deal with all the relvant relationships in the real wofld, and in any

case even if the labour supply estimates were correct they would have to
be applied to the actual distribution of wage rates in Britain instead of

" a hypothetical population of four people.

Nevertheless, the simple analysis presented here does suggest that when
debating the relative merits of alternative negative income tax systems
such as the Polanyi and Kaldor schemes, the debate ought to consider not
only whether negative income tax systems in general will affect labour
supply, but also how different types of tax schedules will

affect labour supply and national income. It was with this in mind
that the interaction term (average wage rate multiplied by marginal wage
rate) was included in the regression, thus allowing the substitution
effect to incrgase or decrease as a function of the budget level. The
knowledge that on average the income effect outweighs the substitution
effect or vice versa or even that there is no net effect is not going to
help a policymaker faced with this kind of decision. There is in fact

a strong case for estimating the effects of different tax transfer systems

using the actual wage rate distribution in Britain and assuming a range of

plausible labour supply estimates, until the day when truly reliable and



valid empirical'éstimates of labour supply are available, but this
is moving away from the central theme and is therefore not pursued

any further in this dissertation.

Conclusions
The estimation of a labour supply function is a matter of considerable
importance, not only because a priori Economic Theory cannot provide

unambiguous answers but also because of the policy implications for income

maintenance schemes.

The conventional procedures used to date to estimate labour supply

have been shown to be wholly unsatisfactory. The new aveﬁageﬁﬁamginal

procedure represents a marked improvement insofar as:

a) it is theoretically correct,

b) it avoids theoretical, econometric and data measurement problems
assoclated with non-employment income in the measurement of inconme
effects,

¢) uses a less restrictive functional form to allow the labour supply
estimates to vary over the income distribution, and

d) ought not te suffer from spurious negative correlation between hours
worked and the average wage rate arising from error in the measure-
ment of hours worked.

However, the problem of endogenous average wage rates where average and

marginal wages are unequal remains unsolved in the average marginal

procedure. Until this problem is properly resolved® the labour supply

estimates must be viewed with extreme caution.

% Discussion of the endogenous average wage rate problem at Stirling
University after the average marginal analysis was completed has led to
an alternative and superior procedure which is able to overcome this
problem. For details see C.V. Brown, E. Levin and D.T. Ulph, "Cn
Estimating Labour Supply', University of Stirling Discussion Paper No.31,
December, 1974,
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Purthermore there are a whole range of problems which must he
incorporated into a fully speciflied model of labour supply befcore
anyone can claim to have estimated a valid labour supply function.
These problems include intensity of effort under piece-rate schemes®,
intra-household substitution between family members®, constraints,

life-cycle effects and labour participation.

Nevertheless it can be claimed that the averag%/marginal procedure
does include a number of important improvements over the conventional
procedure and although there are numerous problems still to be over-
come it is not beyond the bounds of possibility that a truly valid

labour supply function will he estimated within the next decade.

*  An attempt to incorporate this into the model when estimating
labour supply is currently being undertaken at Stirling University.



Appendix 1 g

A L

O

I

Definitions ol the Variables

B

AVVIR = actuel Loke-homn pay Trom mziu Job -+ normal neb ooy fMrom

sccond job {(if any) divided by sain job Lours + second
J A ]

Job hours

SQAVYR = AVWR multiplied by AVWR

MWR = For those wvho had a second job MWR was defined as the
net average vage rate for the second job unless the net
perceived marginal wage rote for the main job was groater
than the net average wage rate for lhe second job and the
respondent wag unconstrainedl in his main job. In this
case MWR was defined as the nel perceived marginal wvage
rate for the main job. For those who did not have a
second job MWR was defined as the net perceived marginal

wage rate for the main Job.

SQMWR = MWR X MWR
AVUR  MIWR = AVWR X MWR
/ \ ( N .
i LOGAWJE}.I/IWR = .}OGAVWI}‘.MWR
Subjective = The subjective need for income — the money '"you reckon you
¥ NEED need to take home in your pocket each week from work'".
OTHERY = normal weekly family income from all sources minus the

respondent’'s net income Trom his main job for the week

wder review and normal net second job income.

1. Respondents were defined as unconstrained unless either:-
(a) they did not work overtime and did not have the opportunity
to work overtime and would work overtime next week 1T they.
did have the opportunity, or

(p) they did work overbLime but would have worked more overiine
if it had been left to them Lo decide.

/



SICK

ENERGY

JDIWORK

Objective
Y NEED

81D JWEEK

91

code O for not off work becausc of illness in the last
L weelks
code 1 for off worh becausce of illness in the last

I weeks

Interviever asscssment of respondent energelic/active/
bright/alert = 1, average = 0, dull/passive/tired/
apathetic = -1 plus respondent sell completion gquestion
"I could work harder at my job than I do withouwt making

myself 111" agree =1, neither = 0, disagree = —l.
Job Descriptive Index by Prof., P.C. Smith (work score).

Objective need index = £9.45 for the man and his wife + £3
for each child aged 13 to 15, £2.45 for children aged

11 to 12, £2 for children aged 5 to 10, £1.70 for children
aged under 5, + weekly rent or mortgage -+ weekly H.P. *

weekly saving to buy something.

standard working week.
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“collection stages of o research pregrom

. . ' gl

1. Introduction

This document presents the technical notes on a rescarch project
undertaken on behalf of Profescor €.V, Brown of the Department of
Feconomics, University of Stirting. The project represented the data

v docionad Lo otudy tho
OIS SAVR RO S 18144 O Luugy ong

W

effect of dircct toxation on the incentive to work,

2. Research Design

-

ir poy
a weck and
t

o the date

The universe for study wes employeces who receive the
weekly who usually work a total of cight or more hours in
who had been to work at some time in the seven days grior
of interview,

The sampling of this universe wos undertoken in the following
way: ) .

(i) A representative sample of 200 conslituencies was
selected, These were in fact the specific 200

that constitute BMRB's ‘Haster Sawple'.  The Haster
Sample ic composed of constituencics which have
. been selected with probability propertional to size
after grouping all censtituencres South of the
Caledonian Canal by descending order of percentage
fabour vote within standard renion. -

{ii) Within cach constitucncy two arcos {(warcs in urban -
constitucncies, parishzs in rural constituencies)
were selected with probebility proportional te
size of clectorate.

(iii) Within each area 24 addresses were selected with

probability proportional to the number ol pecople
- Yisted in the electoral register using a random
starting point and fixed sampling Pnterval,

(iv) An address list was prepared for each arca listing
each address, the names of all clectors at each
address and two numbers for each address. The
first nunber was equal to the nurier of people
listed for that address in the clectoral register
and was called the interval number. The seccond
number called the starting nusher, was a random
number between 1 and the intervel number.

(v)  An interviewer called ot each address and using
a special contact sheet she listed 21l the people
aged 15 or over living there, She then obtained
various occupational details about the people and
climinated all those who did not fulfil the conditions
of inclusion in the wniverse (i.e. rormally working
8 hours a weeck, worbed somctime in the past 7 davys,
an cmployce, receives pay weekly).



(vi} she then numbared all the people who had not
been climinated on grounds of non-cligibility
: in strict slphabetical order (surnames, then
' christian nanes, using fthe person vhose |
birthday occurred lTast! ac the criteria for

3 breaking ony remainiog ties),

{vii} She atteapted to interviow the person listed
against the starting nunber. She then added
the interval number to the starting number and

Toov i{ there was ¢ person listed against this
number he or-she was «lso cligible for interview.
; HEH ‘ - . "
: {viii)in cases where more than one intervicew wos
required arvangements were made for the
intervicws to be taken simultaneously by
interviewers and supervisors to avoid any
. contaminalion effects. '
: This dcstgn rcprpsent; a methed of obt ining an entircly self-
r weighting sample of thc universe,
N .
3. The Pilot Opcrations -
| ,
j 1wo pilot operations were undertak.n with the joint purposc of
testing the contact procedure and the guestionnaire itself. Prior
Lo these tws pilot operations the guesticnnaire had been piloted in
a number of vprszonJ;by the client.
- A dynamic piloting procedurc was adopted for both operatiors.
A team of two interviewers plus a client and agency researcher sil
I off with an address list and a draft of the guestiunpaire, Cach
i intervicwer was accompanied by a rescarcher and the whole teawm met
i up after cach interviewing session to discuss their experiences -
where the questionnaive layout was confusing, where question wording
was ambiguous or confusad resporn-enis and so oi. The aocuments
were then m~lified in the lignt of tie discussion and a furthoi
! ficld session took place. All the field documonts were subjectod
! to considerable modification as a result of the pilot surveys, in
: particular the contact procedure wos streamlined and the
i guestionnzire was reduced in length and simplificd.
.o
) A1l of the interviewars working on the pilot surveys were
fully trained women interviewers from our Gencral Field Force,
The Tirst pilot took place in Nottingham on 251h/26Lh August 1971
. and the sccond pilol in VWest London on Ist/2nd Sceptember 1971,
L., ° The HMain Survey :
‘ Having arrived at a viable contact procedure and quastionnaire
field documents were drown vp for the main survey.  These comprised

[5e]

‘.

1

n
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were fully trained membzrs of our Gencral Ficld Force who zttended
personal briefing.

Addvess Lists

Contact Sheots

Questionnaires (compricing 2 main questionnaire
and {ive self-completion sheats)

Prompt Cards (including a special cartoon-prompt
card) ¥ )

Appointaznt Cards (for leaving with respondents)

Lettersofl introduction (explaining the purposc
of the survey)

Thank-You letters (given to respondents after
the interview)

Employer's letters (for oblaining respondents!
perrission to contact employers regarding -
their income) :

Pens stamped 'Univ
for respondents)

Comprehensive Inte

ersity of Stirling' (Gifts

Copies of cach of the documents are to be found in scction 8§,

-

All the interviewars and supervisors woiking on the project
p s J

Session 1@

Five bricfings were held iu Giasgow, Birmingham, Manchester,

The content of the.briefings was as follows:

Introduction

Purposc of Survey

Explanation of Contact Procedure
Practice Examples of Contact Procedure

Dotailed explanation of questicnnaire

Taped Intcerview as practice

London ond Bristol between 29th Septesmber and 5th October 1971,

the bricfings

team of three people (client,agency rescarcier and agency field
director). : .

November 1971.

.

The main fieldwork took place between lith October and 6th

A total of 1913 interviews was achicved.

<l

All

lasted about six hours and were gonductcd by the samc

This was

a somewhat disappointing. response and after discussion a secend wave
of ficldwwork was undertaken between 6th and 2Lth Docember 1871.
this wave of {ieldwork addresses werc re-issued lor 103 constituencies.
Fach constituency was workaed by an interviewer who had been briefed
but hed worked in a different ares on the main wave of fizldwork,

For this second wave, where an

In

intcrviewer was unalle to obtain an

interview (for rrasons other than non-cligibility) she completed a
USubstitute' questionnaire,,a copy of which is to be found in section

8

.

i

k a

9

]

.

t of all the constitusncices used on the survey with an
ainst those which were also used on the sccond wave,
scction 7.
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5. hnalysis of Responsce

The thiee tables vhich follow sel out the detailed analyeis of
response for the survey.  The first talle shows the analysis for

NMave 1) the second for Wave 2, and tie finsl table gives the final

combined analysis of response,

6. Processing of OQuastionnaires

.

Where o respondent had given permission for his cmployer to be
contacted, a letter was sent to his coployer requesting details about

“his income. ” Employers who did not reply to the initial letter

were sent a reminder spproximately 10 duys later, and if a reply
was still not received, a cecond reminfor was sont out.

After the ficldwork all questionnaires were coded and cdited in
our own Analysis Department.  Coding and editing instructions were
drawn up by client and agency representatives .in consultation and a
client reprosentative was on hand throughout the coding period for
consultation on any querics that arose,

Punching took place in our own Punching Bepartment and all
punch cirds were subjected to a 100% verifization,

a
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AUASYSL S OF prouosgr

MAYE |

TOTAL RUMBER OF ADGRESSLS 15SULD

Promwises demolished/emply

Preinises not traced
REVISED HUMSER QF ADDRESSES

# Ho reply at 3 or more calls

¢ Ho resmonsible adult at 3 or more calls
¢ Hot available during fieldwork period
¢ 1liness/aeath in Tamily

£ Severe language problems

¢ Refusal to give household information
# Address to be completed at VWave 2

g Other non-response

TOTAL HUMBER OF ADDRESSES CO-OPEPATIHG AT
CONTACT STAGE

TOTAL RUMBER OF ADDRESSES CO-OPERATING
Not eligible for interview

Nuaber of addresses yielding one person eligible
_for interview

Humber of addresses yielding 2 péople eligible
for interview

Hunber of addresses yielhing 3 people cligivle
for interview

TOTAL HUMBER OF PEOPLE ELIGIBLE FOR [NTERVIEW
Out at 3 or wore calls

Not available during fieldwork period ]
I1lness/death in family L
Severe language prablems .
Refusal ®
Addresses to be conpleted at Wave 2 Ny
Other nan-responce

TOTAL NUMBER OF YHTERVIEUS

ADJUSTED RESPGHSE RBATE

# Should have yiclded lGé people eligible for

interview

.. response rate = 1913 o=

2881 + 168

* = less than 0.5%

~

232
22

8817
8817

6006

2712

68

2881

gk

37

8
.29

77
21

1813

0
s
o

-t

G,

-
~

~t

W

100%

95%
1007%

68%

31%

i

1 66

34
R

1%
"
©,
1%
Dhd
o
™) Wy
27%
o

€2.7%
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TOTAL NUM3BER OF ADDRESS 1SSUED
sas empty 2t both woves
1SED KRUMBER OF ADORESSES

No ranly 2t 3 or more c2lls

ive household

TOTAL KUMBEIR CF ADDRISSES CO-CPERATING
AT THE

R CF ADDARESSES CO-QPTRATING

wet elivible Tor interview -
terbes of cddresses yielding one '
. s an . .
person eligible for interview

wher of addresses yieldine two
p=ople elioi

Cui/ne reply

Not aveilabie durlng fieldwork period

.

tHiness/dmath in family

c at Wave 1 but rot at Wave 2
Lefc 2ddress since Wave |
S

vhetitute interviaw only as full

interview with anothzr member of
houschold ’

TOTAL LUMZER CF FULL TUTERVIEW

TOTAL

agt 100%
3 B4
838 1%

37 L%

57 5%
6 1%

gok. 20%
80" 100%

134 17%

2%

8 1%
L7 &1%
8 3%

15 2%

7 01%

158 22.6%

I

Rl S

”

CLASSIFICATION AT WAVE I:

TO COLLECT HCOUSEHOLD INFORMATION: TO INTERVIZW SSLICTED RTSPONOL
El: Sot B
Ho zvail= {1lness/ Compieted gveile Jilress/ Comiarad
resly able ceat Refusal a2t Wave 2 abie deatn rafusal Othepr a3 Woga 7
150 15 1 T4l 22 43 27 17 72 z .NN
W - - - - - t - - - - N
127 15 ! 14 22 13 27 17 L75 2 2
22 2 - 11 2 - - - - - -
- - ' - &.mm - - - - - - ="
T3 J - H - - - - - - -
102 11 1 8! 20 L3 27 17 L7s 2 2!
Te1e2 e 1 81 20 L 27 17 k72 2 2%
61 1c’ - 43 ) - - - - - -
Ly 1. 1 30 s 42 27 17 Lry 2~ oo
- - - 3 - ! - - iz - -
41 1 1 36 5 T 17 93 z 21
3 - - 2 ‘. 7 3 2 3 - 2’
i - - - - ? 2 2 5 - -.
- - - - - ] - 2 5 - -
<12 - 1 ‘22 2 4 1 5 342 - 7
- - - - - 2 - - 15, -
- - - - - 2 i - ‘o i 1
- - - 2 - 1 ~ - 4 - .
25 1 - 10 3 16 19 © 6 73 - i1
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TE|T™ITL AR AR

TOTAL RUMBER CF ADDRE

Premises demolished/cupnty
Premiscs not traced

ANALYGIS

MAVE 11 WAYE 2

ES 1SSUED

REVISED HUNZER OF AUDRESSES

No reply at 3 or more calls
No responsible adult at 3 or more cells
Hot avaoilable during fieldwerk pericd

Ftiness/death” in family

Severe lanquage problems
Refusal to give houschold intormation
Occupants left address since Mave |

Other non-response

TOTAL NUNM3ER OF ADDRESSES CO-OPERATIMHG AT

CONTACY STAGE

. TOTAL NUMBER OF ADDRESSES CO-CPERATING

Not eligible for interview

Number of addresses yiclding one porson eligibie

for interview

Humber of addresscs yielding two people eligilie

for intorview

Number of addresses yielding three péop]c eligible

.for interview

TOTAL NUMSER OF PEOPLE ELIGIBLE FOR INTERVIEW

Out at 3 or more calls

»

Not available during fieldwork period

llness/death in family

Scvere language problems

Refusal

Eligible at Wave 1 Lut not at Wave 2

Left address since Wave 1 :
Substitute intervicw only as full interviaw with

anolher member of bousenold

Other non-response

TOTAL HUMBER OF INTERVIEWS

p Should have vielded 98 people eligible for interview

Lo respanse rate =

2068

2965 + 93

% = less than 0,5%

100

4593 10074
24 _l) pA

21 3
9327 100%
115 1%

L b

22 K

3 =

L 2
139 1%

6 83

2 =

9032 9%

9032 100%
640 6S%
28720 31%
71 1%

1 %
2965 100%
105 ) 4%
21 1%
20 1%

8 o
700 A
18 1%
15 1%

7 *

3

2068 69.7%
67.5%

A
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torth.
Lorwicki-upon-Tweed
Hexham

Teesaide Stockion
Houchton=le-Spring
*fecsside - Hiddlesbrough
*Teesside - Thornaby

The Hartlepools
“Darlingtlon
H&WCUB&L&"UpOH"TynC East
Vallschd
“Gateshead East
Sunderland South

Yorkshire and Humberside

*Brigy
Normanton
*Leeds East
latley & Morley
*Halifax
Shipley
*Fudsey
*Sheffield Hallam
York
*Kingston-upon-ttull East
Shefficld Brightside
*Dearne Valley
Don Valley
Ripon
*Harrogate
*Dewsbury
Barnslecy
Bradford VWest

East

*Harborough
Rutland & Stamiord
*Carlton
Rushcliffe
Belper
*Kettering
Mansfield
*Nottingham North
Hottingham East
Nottingham West
#Hellingborough
Northawpton Rorth
*Leicester South

Viave 2

n

Lisl or Constitucntivs (uruquJ wiihie Standard Deagion)

101
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fust fngliz
“lowestoft
Isle of Ely
#Sudbury & Voodbridge
S.MH. Rorfolk
s Horfollk
“ML Horfolk

South tast

Brighton Kemptlown

*Hove

“Fpsom & Ewell

Shoreham

Canterbury
*Reigate

Tonbridge & Halling
*Chertscy & Waiton

bartford

Eastleigh -
*Rasingstoke
*Wycoube

Reading South
*Beaconsficld
x{slc of Wignht
Bournemouth East
foole

Havant & Yaterloo
*Fton & Slough
Spelwnorne
*Southend East
*Matford

Hitchin

Jedford
=Hertford & Stevenage
#Hemel Hempstead

Velwyn & Hatfield

Harwich
*Worthing

Horsham - Crawley

Royal Tunbridge Wells
“Braintree
*Basitdon .
Christchurch & Lymington ’

Greater London

*Havering, Upminster
*Bromley, Beckenhaam
*Bromley, Ravensbourne
Hillingdon, Ruislip-lorthwood
“Richmond-upon-Thamas, Twickenham
%Sutton, Carshalton
Barnct, Chipping Barnet

& e -

% = Ra-issued at liave 2

o
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Crogter London (cont'd)
*Horrow Central
fHerton, Visbledon
Hillingdon, Uxbridge
Bexley, Sideup
FHounslow, Brentford & Islcoworth
Ealing Acton
ZEensington & Chelsea - Kensington
fMandsworth, Tooting
VWaltham Forest, Walthamstow
“Greenwich
Islington Horth

“*islington Central

#Hewhain South
*Hackney Morth & Stoke Hewington
*Sotithwark Pecikham
*Barking
Barking, Dagenham
*Tower Hamlets, Stepney & Poplar .
*Sutten & Cheam
*Croydon South
Croydon Horth East
*Haringey, Tottenham
Lambeth - Strecatham

§0uth:ﬂ93t

bristol S.E.
Exetur
*Rath

Bodmin
Chippenham
*Tiverton
Vells

‘*Salisbury

Taunton
*Yeovil
%S, Gloucestershire
*\/. Gloucestershire
“N. Devon

Devizes

&

Wales ..

East f'lint
*Conviay

#Denbigh

Brecon & Radnor
Monmouth
Cardiff VWest
Abcravon
*0grore
=ftbw Vale

Barry

¥
i

Re-issued at Wave 2
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Vest Hidlands
Valsall South
Birminghom Ladypwood
“Birmingham Horthfield
Birmincham Hondoworth
“Birmingham Hall Green
#Birmingham Smallheath
Birminghom Erdington
Cannock
Hlalesowen & Stourbridge
%“Stoke-on~Trent South
XCovertry South Ves
The Wrekin
*lichficld & Tamworth
“Warwick & Leamington
Shrewshury
Stratford~upon-Avon
*Vest Bromwich - West
“Coventry North West
Stafiord & Stone

Morth-Vest

*South Fylde
Horth Fylde
“Puncorn
Ormskirk
zChorley
St. Helens :
fBarrow-in-Furness
Preston South
Blackpool Horth
Macclesfield
*Rochdale
“Middleton & Prestwich

"%Stockport North

Bolton West
“Hewton

Mister Arowick .
“M'ster Gorton
*MN'ster Openshaw .
Crosby ’
%Liverpool Walton
%#Liverpool Garston
Liverpool Vavertiree
Wirral
#01dham East

City of Chester ' -

&

Scotland

Glasgow Shettleston
#Glasgow Queen's Park
*Coatbridge & Airdrie

% o= Re-issucd at YWave 2

“'a

I
10h
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Scatland (cant'd)
Bothwell

Hamilton

Rutherglen

*E. Dunbarionshire

V. Dunbartonshire
Edinbuigh South
*Edinburgh torth

Dundace Vest
Dunfermtine

Central Fife
*East Fife
“Dumfrtes

Midlothian
*Kinross & \l. Perthshire
#Brecnock & Port Glasgow
E. Aberdeenshire

"

.

* = fle-issued at Vieve 2
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UMIVERSUTY OF STIRILING SURVEY

COUTACT_SHEET

Address

[} — -

Interviewer

-

Constitucncy

Area Code [‘

Address Serial Rumber

Code No.

A, RESULT ©F CALLS TO COLLECT HAUSEROLD [HFORMATION

Ho. TIME DATE

RESULT

PHTERVIEWER

CORE RO,

i

Lo i

) WHEN YOU HAVE COMTACTED A RESPONSIBLL ADULT EXPLAIN:

b am from the University of Stirling,

Ve are doing a Hational Study to find
out how people feel about their jobs, .
TPEN COLLECT HOQUSENCLD INFORMATION CVERLEAF
B,  RESULT OF CALLS TQ O3TAIN IHTERVIEW g .
No, TINE DATE © RESULT INTERVIEVER CODE NO(S
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) STRICILY COREIDENTIA S S2a0h
> rrne e
. . v
S lBH___,(?_ _’J:‘_ Ci Questionnaire o, i., \ :

Address serial no, Constituency

Respondent no. Area Code 1

g " 30 11 17 13

interviewer -

Supervisor

Interviewers
Code Ho. l 1 ' l

Date . . jo7i

“Humber of calls made at this qddreﬁ“

18

! a2 from the University of Stirling., Ve are doing_ ~ naticnal study to fina out
how people feel about their jobs: You know therc's a lot of talk zbout produc- t
tivity these days. (We're trying to find out what they tike and what they
dislike about their jobs; what makes work pleasant or unpieasant; and what it
is that makes some pzople work more than others) We would appreciate it if you
would let me asik ysu some questions. This study is completely confidential and
your answers are wanted for statistical purposes.

CHECK QUEST 1ONS A
€an | just check: - ‘ < ‘
Yes. Ho
(a} Do you normally work a total of 8 hours
or more over a week? o A - E
: . . ' IF ‘Ho' 10O ANY
(b} Have you been to work some time in the . QUEST 10N
past 7 days? . . B F RESPONDENT 13
’ hOT ELIGIBLE e
(c) Are you an cmoployee? C G FOR INTERVIEW e
{d) - bo you receive you pay weekly b H
TIME OF STARTING INTERVIEW ',v':}

oLy



. 2 C STRICTLY CONFIDENTIAL . .o j
. - . f
e
1. How tong does it usually tnk.:: you hours Cmins J ALJ
to get from you howe to work? Don't know A T .
2, Do you enjoy your work or do you ) j
< find it a bit dull? o Enjoy 21, 2
Heither 3
- Dutl h
k Don't know | |
Lo . .
. . C
: (21) @
‘ ) e U
. ” i
3(a) What type of firm or organisation
do you work for? )
(STATE TYPE OF FIRM,. WHAT FIRM MAKES/ a ’
OLS, ect.) ]
4
(b} What job do you aciually do? -
: i (1
3
-
3
s
e ]
T8 fH CIvit SERVICE, FORCES, POLICE, is
etc. ' .
: £
(¢} What is your rank or grade? : 22, P
IF_"OTHER' -
(d) no vou hold any particular position - e
in vhe organisation? {e.g. forcman, i:
typing supervisor, office manage, ! T .
company secretary, eiC.) % .- !
IF PROPIETCR ui BUSHIESS OR A 25 or rx;ore l 23 24
- MANAGER ! ’
Pl aihlA bl J0N ol I
{e) Roughly how many pzople work at the 1o 2+ t
- place where you work? i€ Less than 10_ L
(INCLUDE RESPOUDENT) - (STATE i!UMBER)
ASK ALL :
{f) Have you any qualifications? (Such 25 26
as apprenticeships, diplomas, etc.) 3
(STATE WHAT QUAL IFICATIONS HELD) :
L, Everybody has some things they like about their jobs and othev §
things they don't like about their jobs, What do you dislike 1
most about your present. job? TAKE EXACT AMSWER, . .
e 4
27. |
_]e8.
29.
i
30. ’
; b ——
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7 STRICTLY CUNEIRENTIAL
5. Vhat do you Yike most about your present job? TAKE EXACT
ANSWER
e — 3.
T 32.
S 33.
- 3k,
- L e
6. Now 1'd like to ask you a few questions about your previous
employment
(a) Have you had a full-time job with another employer in
the last five years? .
i Yes 35. 2 ”i
. No 3}03 [0
; pon't know 14Q.7
(35) 0 |
: ¥
GF Yes? :
¢ (b} Why did you leove your last job
. TAKE EXACT ANSWER
i 3.
. _ 37.
(c) Is there any other reason? 38
39.
7. The next few questions are for married employces only,
May | ask if you are morried? Married women 1+0.. 2-— ?‘OHJ’EF_
Married man 360 TC
Q.10
Single woman b —
Single man £ - -
- GO 1<
Vidowed/divorced/ ‘“(’9”;
separated £

(h0) ©
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. o ' STRICTLY COUF IDEHTIAL A

' )

5 FOR MABOICN YOMEN ONY e~
H \ -.,....'.‘_,,._:_L B R el Ry SN Y " : }
6(a) iy o you ¢go out to work? 3
o {]
E)
‘ : Ly, i
. (]
L2,
(b} Any other reason? L3,

i o
L, i}
| i
i

. q A ) ;

. 9. Did your mother work after she was married? Yes L ‘
GO i

. No Q

Pon't know

FOR MAR-TED MEN OHLY
10(a)Does your wife work?

YBjﬁ“ th does she go out to we-k?

Yes

Yo

Don't know

i

by, «

L8, :
(c)  Any other reason? Lg.
50.

NOW GO YO .13
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SIRICTLY COMFILTUTIAL

11{a) Has your wifz cver had a job since you were marricd?

12,

13,

Yes 51, zJ
lio 371,60 10
) 2
pPon't know ) - S
~ '- - (51) ©
v
IF tves!
() Wiy did she stop work when she did?
52.
— 53
{c) Is therc any particular reason why she doesn't work now? | 5k,
' 55.
. HOW GO TO Q.13
*5 there any special reason vhy Qour wife dogs not work?
56.
57
1 58.
59,
Did your mother-in-law work after she Yes 60. 2
was married? :
' L) 3
. Don't know 1
(60) ©

I
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b)Y

15

l 115
e e g»
- STRICTLY COMFIDCHTIAL - : l J
N_______~17_
ASK_ALL L
Ve hear a lot of talk these days about the nced for higher
productivity. What do you think is the most Dnportant thing

that could be done to help people to work more efficientty iIn
the country as 2 whole?

PURSSRSESINNpE—— S

61,
62. l
i 63.
- 6l i
And what could be done to increasec efficiency in the work vou £y
yoursel{ do? il
65. {]
H
- 66.
—————————— {P
67. P
68. N
i
I
{!
¥ s

NOW GIVE RESPONDENT SELF-COMPLETION SHEETS 'A' (PINK) TO FILL

i, AND SPECiAL PEN, EXPLAIN:

Think of vour present work, Vhat is it like most of the time,
Then in the space beside each word, circle 'Y' for ‘yes'! if it
describes your work; circle 'N' for 'no' if it does pol describe
your work: and circle '?7' ii you cannot decide.

.

HELP RESPONDENT MWITH FIRST 1TEM. o

n

THEN SAY: We don't want you to think much about each item - put
down your first impression, (If you don't heve a first |
impression circle tneither').

Now i'd like to ask you a few questions
about how long you work.

How long is your basic working week at work,
that is, not counting lunch breaks and with

Mrpdn }
* .

—— oy

| Bmrmeab

. ours
no overtime? —-—h .

Don't know A

69 70
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. © STRICTLY CONFIDENTIAL

-

16{s) 7 you vicie offered o risc which you were alloved to take in
the form of cither higher wages or shorter hours but not both,
vhich would vou prefer?

High wages 71, Z'lJ
Shorter hours’ 3 -

: GO JO
pon't know 1 - nJI;

o2 7. @ 8 @

}4
IF 'higher wage/shorter hours!
(b)  Why ... rather than .,..?

9.
10, Ll
11,
o 12,
17(a} If you had a choose, would you prefer highci_pay or longer

holidays?

Higher pay 13, Z:rJ

Longer holidays 3
. G0 10
1 \ -
) bon't know 1 .18
“ oo ]
IF ‘higher pay/longer holidays! o
{b) why ..... rather than ...... ? »
14,
You
- 16.
7.
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STRICTLY _CONFIOCNTAL

These days many puopic can aifocd wo take Lhe odd bit of time off.
Apert {rom any holiday, hove you tuken any time of f work in the

last_four viceks?

{f you did work longer hours than the basic working week would

Hos not tvaken time off .

illness of selfl or another

as a recason without prompting

Forced to work short time

Taken time off

Don't know

you be paid any extra for that weck?

Think would be paid extra

-

Not paid extra
Time off in iiecu

Don't know

}
—
1
i
bR
1]
18. 2 i
1
il
3
h 1
E N
¢
i il
(18) o

19, 2 - CONT Il

Supposc you had worked one more hour last weck than you actually

did in your main employment,

Whatl would the weekday overtime

rate have been - for example, basic time, time and a half, double

or what?

Basic
.

Time and a qugrter
Time and a third

Time and a half

-Double time

Other - CODE AHD STATE:

Don’t know

3% GO TO |
Q.31 ¢I

Ie Loon
PAGE 1%
T
(19) o B
L b
i
2
il
T1
. 2
20, 2 .

b
1
13
5 t
6 :
i
. E }
i
|

(20) © :




22.

B

[SRSNR
—————r
3

you put

IF 'more/less overtime!

STRICTLY ConrinetliaL

-

21 {a) Thinking of your workmates who do the came sort of job, do
inohore or

less overtime howrs than most of them?

_Respondent warks more overtime ' 21.

Respondent works less overtime
Respondent works the same amount
Nobody does overtime here

Has no workmates who do the same job
Other (CODE AND STATE) __

- Don't know

E

277 ASK
:]' Q.21t,c

4 !

3—ASKQ. 214, ¢

6 —-G0 To Q.24

E“- GO TO Q.22

v

[(21) 0

IF 'same amount!

In how many weeks of the last four you worlked, did you put in any

overtine?

EXCLUDE WEEKS WHICH WERE WrOLLY HOL IDAY OR WHERE

REPONDENT WAS OFF WORK FOR THE WHOLE WEEK.

{b) Why is that? () 1 wonder why it is that
yotrall happen towork the
sume amount of overtime?
) 23.
BT T
25.
(¢}  Any other reason? (e} Any other reason?
. 26.
= 27.
. 128,
] 29.

None 30, 2 - CONTINUE
1,2 or 3 weeks 3
b viceks L+ oo 10
Q.26
Don't know
(30) o




i~

23(a)

2 (a)

25,

L 119
STRICTLY COMFIDENT AL N
THOSE WHO 01D HOT WORK OVERTIME
Did you have the opportunity to work any overtime in the last
four wecks? - S - j
Opportunity of overtime 31, 27
Ho opp~rtunity of overtine 3 GO 10

A el
Q. 2%
Don't know 1-1

[6b o ]
IF 'opportunity of overtime'
(b) Why didn't you work overtime?
32.
33.
3h,
(c) 15 there any other reason? : ) 35.
NOW GO TD 0.25
if there waos the opportunity of overtime next week would you
work it, or would you tuin it down? _
) . GO TO
Would work overtime 36. 2 - Q. 30
Turn it down : -3 s
bon't know R
) |
. .o |38) o
{F 'turn it down/don't know' £ o
fb)  Why would you not work any overtima?
37.
38.
39.
() Is there any other reason? ho.
Would you work overtime if it Would work cvertime h, 2
ai JUR in ? [ Go 10
were paid at deuble time Would not work overtime 31 430
Don't know 1

. (L1} o 1

bl

Cers
remem e

»

. 4

[

.y

b—- e
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26 (a)

(b)

"

27,

28(a)

STRICTLY COMFIDENTIAL

THOSE WHO WORKED ANY OVERTINE
How many hours overtime have you

RAV)

————y T

ours overtime  h2 k3
worked in the Tast 7 days, that) e 180 o i ' L
is si h - ay - woeli} ?
is since last .. (day of v Dan't know A ] |
f~d the 7 days before that? __hours overtime - N
Ponft know A L Ls
If it had been left to you to Less LT -gopéo
decide, would you have worked T
more or less overtime over the About the same 3
Jast 2 weeks?
B Hore 2 r couT IHILE
; Don't know b
(k6) o
. GO T
And would you have worked more Less by, & - QOZ;O
or less overtime than you did if . )
all overtime had been paid &t About the same 3
single time rate? -
More 2
Don't know 1
(47) © I
’ \!l
1F ‘same/more/den't know! _
(b) Could you tell me why that is?  TAKE EXACT ANSWER,
Lg.
L9,
50.
> : 51,
K ) 070
29(a) And would you have worked more Hore ‘52, 2 - g 30

or less overtime than you did if
all overtime had been paid at

double time?

P

About the same
Less
bon't know

iF 'same/less/don't know'

(b} Could you tell me why that is?




R

_ STRITTLY COUPIDENTIAL R
SHOM _CARD A :
30(a) So summing up, which of the Always work overtime when -
stotoments on this card the opportunity ariscs 57. 2
. [ "o :
applics to you? Sometimes work overtime when ,
' the opportunity arises 3 .
X Nevaer work overtisme yhen X
the opportunily arises L
Ho opportunitics for overtime 5 B
Don't know . ]
(57) 0
(b) Can you tell me why? ' ‘ i
’ L.
.
58. ,
[N
59.
. {
i
............ !
60,
!
61,
ASK ALL N
31 How 1'd like Lo ask you how you manage on your income. i

HAND RESPOMDENT SELF-COMPLETION SHEET '8' (BUFF)
Could you look at this sheet and put a tick in the boxes

which refer to you. You put a tick in cach row, (
CHECK TO ENSURE THAT THERE IS OHE AND QULY ONE TICK IN . !

CACH ROW,

.

\

Pyt

E

1 ——

Lo

e iy
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32{a)

33.

34,

STRICTLY

COUFIDENT AL

/

|

to rome back to yeur jnb, have 7/ Thonabt abaut leaving 62, 2~
you thought aboutr leaving your Mot thouckt about leaving GO0
present Cﬁ‘pi(]‘,’(}f' I'CCOIH]Y? Aol thougnt aolUl lcaving 3 Q.33
Don't know =G0 T0
. G. 34
1 ! thouchi _sbout Jeaving! N—
() Is there any special reason (62) 0
63.
O,
- 65.
66,
(c) What have you done about Applied for another B
getting a new job? job 67. 2
Looked raund/made
enquiries . 3
Done nothing
GO 10
Other - CODE AND STATE LI T
£
Don't know |-
|
o t J - | > - (o) = (67) U !
THOSE WHO HAVE MOT THOUGHT OF LEAVING EMFLOYER
Is therc any special reason?
68,
’ 69,
L RN
' 70.
71,
. CARD 3 7. @ 8.

ASK ALL

If you were offered promotion in your job,

special that would worry you about it?

is there anything

10.
1,
12,
Have you Leen unemployed and © " Been unermployed longer
looking for vork for rore than than a month 13, 2
a month at any one time in the .
last five ycaZs’ Not been unempioyed
Tonger than a month 3
Don'*t know . i
! [(]1\ 0

i Py )
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N (b)

STRICILY Courtvrt

[TAR

FOR _EACH ACTIVITY CODED 'Yes'

the last 7 days?

(c)

And did you do eny of these things
5

GO THROUGH LIST AND CODE 'Yes' OR 'N

FOR _EACH ACTIVITY CODED 'Yes! .
(d) How many hours did you spend at ..
7 days?

in the 7

STATE HUMBER OF HOURS OPPOSITE ACTIVITY,

STATE NUMBER OF HGURS OPPOSITE ACTIVITY

36, Row 1'd like to ask you about work you may do about the house.

H .

! .

| SIHOW _CARD B -

i (a) Would you look at this card and tell me if you have dene oany
2 of these thinos in the last 7 Juys, that is since fast ......
(dny of week)?
! GO THROUSH LIST AND CODE 'Yes' OR 'No' OR EACH 1TCH.

How many hours did you spend at oo lactivity) in

.. (activity) in that

doys before that?

o' FOR EACH 1TEM.

Q.36a 1.36b 0.36c 0. 36d
i No., of Tlio. of
] Done in hours =~ Done in hours -
; last last previous previous
: 7 days 7 days 7 days 7 days
i —
5 Yos Ho Yes Mo
! Painting/wallpapering AL A
| Plastering/plumbing B M B M
S S U SO U SUENUOUPIUPIPU ESUUPUPSRUOURURURRS [DUUUOUIUUUII: DO UPIUP TPt FUPIpUp U
: ‘Joirzry/carpentry ¢ N c N
: Electrical work T 0 " b 0
e e Lo LT e
! Repair or service car E P E P
Gardening F Q FQ '
Scwing/knitting G R G R
i Cooking/baking LHs H s
Cleaning/housevork (| T
Other work about the
house (STATE TYPE OR
_'None')}
. ‘- - 4 15 16 17
37. Taking these two weeks together, Hore than usual 18, 2
was this rore or less than usual, Useal amount 3
er owes it the usual cuount of tine sl emount
you spend on these kinds of work L he 21 !
about the house? ess than usua i
Don't know ]

‘(ia)z B

s e,
Bas et

[

[

PR

e et

~

Voo ——

RO

=

[P

i —
e ame

e

[R—
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38, Do you do any of these things Yes 19, 2
for other people nowadays? No 3
Don't know ” 1 !
T
{19) o
39, it's beceming increasingly common for Does exira work 20, 2—~—~COHTINUE
people to do extra work in their spare ) —b
time. Do you do this at all? No extra work 3 QO;.ZO
- (20) 1
) ' 0
Lio(a) What kind of work do you do?
‘ - 21,
- OBTAIN N
: FULL
i DETAILS
: ' ) ' . RATURE 22 23
: (b,20 what is it you do exactly? AND -
; TYPE
? ! OF
VORK 24 25
| _— -
h, Do you have a boss for this work .Sc!f‘-cmployed 26, 2’]
"C - ed? - COLT HHUE
or are you self-cmployed . Hos boss 3. ConT
Not paid work mentioned 6o TO
without prompting L QL
1 . R
. —
Other (CODE AND STATE) __
Ef CONT IHUE
Don't know - 1
. (26) 0
Lz, On average, how many hours-a week hours
g? Lou}/;;sua!ly spend at this kind Don't know A
. ork? . 27 28
L3, . How.much does that bring in a week?
£ . pOREL - /[ » / _ d
Not paid/paid in kind A—‘_‘GO 70 ]
1
Don't know ' B~ Q.Lg . J!

STRICTLY CONFIDENTIAL

~ . sy
a_} ;_k_'--t __!:_r.l_{ v [\_

29

3in 31 574



Wi (a) Are there any deductions? Yes 33. 2J ;
Ho 31 GO TO
-2

o't know b Q55 o
(33) 0 | ]

< /2 paa—————
JE 'Yes! ]

(E Whot would be deducted? STATE TYPE OF DFBUCTION AND t

AMOUNT DEDUCTLED.

Type ' Amorat ll
P . £ L pORL_/ [ d 3 35 36 37
: : - _— 1

) !
L.
2. £5 a5/ /) d 38 39 Lo
h5(a) Why did you originally take on this wark? )
| b2,
_— o 153- l
Wiy, i
(b} Any other reason? ks | i

HOW GO TO Q.49

L6. Have you ever thought about taking Tho&ght about L6, 2
. jon? : .
on a second jov Not thought about .3
Don't know 1
. (h6) ©
L7. Is there any special reason why you have not takcn a sccond
job?
| b7
L8.
- L9,
50.

. 2am i 8,



s vy,

S addition to your main jeb in the

Lg{a)

50,

51 (a)

STRICTLY COMFID{UT L/

Have you cver held a second job in Held second job

N Hever
past?

Dontt know

1F 'held sccond ich!

(bfmﬂwﬁr§~373'35hmg]Jc up this sccond joh?

held second job

f’\gl'\ ALL

L LT

Comung back to your main job, is there Hourly rate
an hourly rate usced in making up your Veekly salory
basic pay? )

Other (CODE AND

STATE) : _

bPon't know

4
1F ‘hourly rote! )
(b)Y  What is your basic rate per hour in you main

employment ?
iF 'Don't knaw' ASK: About how much?

L . p OR L /[ /

d per hour

57

On bonus/incentive/
piece~jale

Are vou on a bonus or piece-rate
or incentive scheme in addition
to your basic weekly pay?

.

Not on bonus/incentive/

piece-rate

Don't know

Docs the bonus, incentive or
piece-rate you receive depend on
your effort alone or is it based

on the effort of a group of work-
mates?

My effort alone

Group of workmates

Other an5wers‘
Don't know

IF 'Group?'

b)Y How many people arc there

_ 10 or
in the group?

tess
11 or more

Don't know

Pl

vt 3w

53 59"
60. 2—COuTINUT
WITH Q.5
37 €O T9

Q. Gl
PAGE 18

(605” 0 1

61. 260 TO

Q.53
E~CONT IS
5} GO TD

(61)

&1u0.3
fo.ss

) oo

61y o

e et e i o i e 4



STRICTLY COUTIDENTIAL

-

52. Sa how exactly does this incentive scheme work?

53(a) Does your bonus, incentive or picce-
rate system make ycu work harder or
does it not really affect your effort?

-

(b} Why is that?

Vork harder

Not cffect effort

Don't know

5L, Thinking of the bonus/incentive/
picce-rate payment doos the
management explain it clearly,
only fairly clearly or not clearly
at all?

55. 1f you worked harder to boost your
earnings would your be asked to work
more or less overtime or what?

5G. ts the way in which your pay is
made up fair or not?

Explain clearly

Expiain fairly
clearly

Not clearly at
all

Pontt know,

%

* More ovortime

Same overtime
Less overtime

Don't know

Fair
Non-commital

Not fair

Don't know

62
£3, J
6h, 2
3
]
(6h) 0 |
65.
6. .
G7.
68.
9. 2
2
4
1
69) o
70.
5
L
1
(7o) o }
71, 2
3
L
1
() o
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57. 1{ you &Vl worked harder in your
department to beoost your carnings,
do you ihink the monagement would
leave the roto unchanged or wouid

they out the rate of pay?

Leave rate unchanged

Cut bonu:s rate

Uther (CODE AND STATE)

Don't know

72. 2

3

!
(72 o |

bt e e bt b

l cwp s 7 (@ &

' 58(a) By how much does the bonus/incentive/piece-rate scheme
inecrense your basic earnings before deductions?

IF 'Don't know' ASK: Apprximately how much?

L

b OREL / / d

(b) What period <oes this cover?

An hour
A day

Unable to estimate A - GO TO Q.59

-

|

|

B B e e o Bk e e A e e be B e e b e R An e Bt e A ey ae e e b

2 weeks

4 weeks

.1 calendar month

3 calendar months

A year

Other {CODE AND STATE)

Don't know

53(a) Thinking of the workmates who do the
same job as you do, do most of them
make more or less bonus than you do?

(b} Why is that?

Vorkmates make
Workmates make
Vorbkmates make

Has no workmates/ne

one does same job 5

Pon't know

P HIE R R
g 10 11 12
314
Al 0 ‘
0 3
g o &
D 0 5
El &
£ 7
G
H
4| 0 1
0 o
more 15, 2]_ CONTINUE
ome 3 .
less h.
]_ GO TO
.60
. (15) ©

e i ey e s




STRICTLY COuFIREiTinl,
‘2‘ .
60(a) Just suppose you had worked twice as hard last week without working

longer hours than you did, how much extra would you have earncd before
deductions?

£ . por £/ 7 d i '

. Dottt know A

(bY And how much would this have been after deductions?

——— A

en -

i . pOR L/ / d L J g..-

2 25 76
Donft know A
ASK_ALL -
Now | would like to ask you o question about what would happen
if you worked longer hours

6t.

{(2) If you did work an extra hour next week (in your main job) how
much extra would you earn before deductions?

X £ . pORE / /d
. Ly c
boen't know A ' 28 29 30 A
Nothing B - G0 70 Q,62
" (b) And how mu=h would this be after deductions?
£ . pORE / 1 _d
—_—
— - . P Py 2 Py
Don't know A ‘ . 32 33 St 27
62. NOW GIVE RESPOMDENT SELF-COMPLETIQH 'C' [GREEN) AHD

EXPLAIN HOW TO COMPLETE T

ADD:  Pleasc put down your first reac!ions without thinking
too much about each statement,

r

.

AT THE END OF SELF~COMPLETION 'C' ~ TAKE THIS QUESTION SLOWLY
63. MNow we come to a question we're particularly interested in,

People have different idecas about the way deductions affect

the amount of work they do.

-

SHOVW CARTOOM CARD

POINT TO MR. A: Here you see is one point of view. The man
says that high deductions from his pay mean that he
doesn't work much overtime because it's not worithwile.

POINT TO MR. B: But the other man argues that the high

deduct ions mean he has to work more overtime to make
ends mect,

How statements 4 and 19 were about this - would you

look at your abswers and explain why you answered as
you did to these two statements?  TAKE -EXACT ANSWER, . 36.

KO TAKE BACK SELF-COMPLETION 'C! Lo .

- e ————
F—— s iad ——— ——
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65(a)

66(a)

(b)

(c)

(<)

SIRICTLY Lonr uiviinl

Uave you yeursel{ put in longer hours,
or have you pul in shorter
because of incomm tax, or has it had
ro cffect?

WV
THOSE WHO WORK_LONGER HOURS
Apart form income tax wos there any
other reason why you decided Lo work
Yonger hours?

PV ——
Lonco, houre ho, oo
hours 60 TO
' Shorter hours } Q.Gl
No effect/no choice 3%*60 -
bon't know 1.

(o) o }

Ho other rcason Ly, 2
Was another reason 3
Pon't know 1

Could you go into more detail about that?
— . 42,
- . l.}'j'
Ly,
_HNow 60 T0 Q.67 hs.
THOSE_ WHO WORK SHORTER HOURS
Apart from income tax was thare any Ho other reason Lo,
other reason why you deé€ided to work . . .
shorter hours? ) Was ancther roeason 3
bon't know i
(h6) o©
Could you go into more detail about that? T -
5 47,
B Lg.
Ly,
50.

' : - ; GO TC
Have you actually refused an offer Yes 51. 2—~ﬂQ 67
of overtime because of income tax? N 3 ’

‘ © }-co*tr
Don't know 1

Well, could you explain how incomsz
shorter hours?

tax has made you work

4 s -
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STRICTLY COREIBENTIAL

ASK ALL . _
67. Leaving the nuirber of hours Had effect 56, 2~CONT | U
you warn to one side, has
income tax had any cffect on No effect 3-
how much effort you put into JGO‘TO Q.71.
the work, that is, not hours bon't know . ]
but effort? R,
‘ - (56.)0 |
THOSE VHIOSE EFFCRY_1S AFFECTED
68. Again leaving the number of Fore effort 57. 2—CONTINUE
hours to one side have you put
in more effort or less effort Less effort 3-G0 TO Q.70.
because of income tax?
- Don't know =G0 T0 Q.71.
- A Y —!
{57.30 |
THOSE WHO PUT 11 1ORE EFFORT i
69, (a) Apart from income tax wss there No other reason 58, 2
any other .eason why you
decided to work harder? Was another reason 3
Don't know 1 -
[ -
. (58.)0
(b} Could you go into more detail about that?
— - 59.
Go.
] 61,
NOV GO TO Q. 71. 1 62,

’

THOSE WHO PUT IN LESS EFFORT B

70.(a) Apart from income tax was there No other Meason 63, 2 i
any other reason why you .
decided to work less hard? VWas another reason 3
Don't know i
l(63.)0
(b) Could you go into more detail about that?
6L,
65
. 66.
67.
ASK_ALL
71, Has income tax cver Changed job due to tax 6%, 2-CONTIRUE
made you change your
m2in job? Hot' chanoed job due to tax 3

}GO T8 Q.73.
Don't know 1-

_ 5 |
; (¢5.)0 |




]

)

74, (a)

(b)

~riae L SO N R
lll\‘.‘[ Wino CHANGTD oUb

Did you change your job
becavse of income tax
only or was there also
some other reason?

Could you tell me about that?

STRICTLY.

Lonrlpeinink

Ho other reason
Was anolher reason

Don & know

69. 2
}ccm TRUE

3

ASK_ALL

Has income tax ever
stopped you from
changing your main
jaob?

THOSE KEPT FROM CHAHGING

Did you stey put in your
job blcause o. income tax
only or was there also some
other reason?

Can you tell me about that?

caRD 5 7 @ 8 B

Kept from changing

" Not kept from

chanaing

Don't know

%
No other reason

Was ancther reason

Pon't know

9. 2—~CONTIHUE

}--GO TO Q.?S.

{(10.}0

( azet
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(b)

(c)

. {
STRICILY CONFIDLITIAL i

ASK ALL

if you were to carn one extra paund next week, how inch of it would he
tiben of I in income tux?

p T onew CHECK THAT THERE HAS BECH 1 !
T ~ 110 CONFUSION: SN N
OR s ....d That reans you would be lelt with 15 16
... {(pence/shillings) aftler income
tax

Bon't know A -~ GO TO Q.76.

fs this less or more than the Leks 7. 2
amount of tax teken of { ecach
pound of your total income . More i
or what?
Same 3
Don't know i
(17.)0

You said if you earned one extra pound next weck ...
(READ “UT AMOUNT FROM Q.75(a)) would be taken off in
income tax:

Can you tell me how you_rcachad that figure ~
wias it: ‘

Something you read or heard about 18, 2~
' Something vyou worked out from your -CONTIHUE
own pay slip 3
or something else : - o4
bon't know . k . 1~—~G0 7O Q.76.

ST

) ) f(la.)o \

USSP,

{d) Can you go into a bit more detail or give me an

.

actual example?
TAKE FULL DETAILS ’ "

[EpT—

Y s .

LIy [yu—— L—

Thestona o

oweanan, £ o———
[ Y [Py

oy
None amit
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76.{&)

L P
i you cainca an Sxtrs

tax, {an o think of

extra pound?

STRICTLY CONMPIRINTIAL

. . P G e e
pound next week svme of b coubd go n fncons

anything ¢lse you might lose i{ you carncd un

s ot A A St S s b £

Yes 21. pmJ
Ho . }]

GO OT0 Q.77
bDon't know ).1‘0 TO Q.77

(b} Hhat else would you lose?
STATE TYPE OF LOSS AND AROUNT

Type

Amount |'“L"”“"1

™

o)
~N
~N
)
A

21

77.

£ . P 2?
o L/ 7 d l30 | 31 : 5% | 34“!
1 1
£ p 3 |
e A T | 37 }i 38 | 3(‘4}

Leaving aside things which are deduzted from
your pay packet, is there anything else at all

that you might lose if you earned an cxtra ;
pound? STATE TYPE OF LOSS AND AMOUN

Typz

e ’
Amcunt A l“ '
L P 40 11 L
: l
OR £ /S / d % J v L o { L@_.]
£ . P b6 L7




79.

€0.

81.

82.

STRICTLY COMFIOENTIAL,

Although some people find it quite casy to understand the tax
system, many others [ind it quite difficult. VWhot do you )
understand by the teim ‘carned incore relicf'?  TAKY EXALT AHSUER.

o

GIVE RESPONDENTS SELF-COMPLETICN SHEET 'D' (BLUE) TO FiLL 1M,

HOW CHECK ITEM 'M' STANDARD RATE QF JHCCME TAX,
{F TICKED IN 'unchanged/don't know' GO TO Q.80
IF TICKED iH 'went up’ OR ‘went duwn' CONTINUC.

1 sce youlve ticked that the standard rate of income tax went ...
{up/down); by how much was that?

PO s d

P, —

Dontt know A - Lq, 60.

What is the staendard rate of income tax in the pound now?

BT ST R

Don't know A 61. 62.

5

The amount of money you neced and the amount of money you get
are often two different things. In your circumstances how
much money do you reckon you necd to take home in your pocket

Ny mat

RN pr—
Y ‘qmaserat

each week Trom work? . .
L e p OR £ /[ /4 i :

bon’t know A 63, 64, 65. 6{

. i,

Does your actual take kome pay vary by more than £1

cach weck or does it remain fairly steady? I
Fluctuates 67. 2 \

Remains steady 3 4

Don't know 1 ki
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- "-fm~~v~} STRICTIY CONFERINTIAL

[RSPw— —

in this last section we would 1ike ta have come details ebout vour family's
circumstances so that we can compare the answers of people in different
situations, This infotwation is wenled for statistical purposcs only and
will be treated with the strictest confidence.

COMPLETE HOUSEHOLD CONMPOSITION

1E RESPOHLTNT 1

7]

voa - s .
VRRIED, CODE SPOUSE AS FER

CODE ADULYS FIRST, THEN CHILDREN.

Marital Actual
Status Vork hours
Age "~ 77 worked
Relationship Sex |lost Wid/ Not lest week
Person to Office|acenn-|birth- Div/iVorking| Morkind in all
Ro. Respondeht Use Ml F| day | S |H {Sep |at all at all paid jobs

1 Kespondent

6

10

11

12

13

1

16

- BOW CHECK THAT YOU HAVE INCLUDED ALl BAGBIES,
' CHILDREN AND RETIRED MEMBERS 1N THE HOUSEHGLD.

/ nem



SHOM_CARD €

83, the @mount that ary oan person vorks sovtimes depands on how ruch reney is
coming into the house from all sources, Could you <huw re the
this card that gives the total anount of roncy normally coming into the
house each veek, counting all woges and salarics after deductions arnd other

qroup on

. things like fomily allewances, pensions end so on. I wnyone is puid
wonthly can you divide by (our vhen adding it in? - R
60, 69.
A, £0 A A 0 2
B. over L0 up to LS e 8 0 3
c, over £5 up to LI1C c c -0 L
D over £10 up to £15 o 0 0 5
e, over £15 up to £20 e 0 e | o 6
F. over £20 up to £30 F F 0 7
G. over £30 up to £40 G G 0 8
H. over I;; ;; ;0 £50 ' Y ; ‘‘‘‘‘‘‘‘ 6-~—~—-_-;—-
I, over £50 up to £60 i 1 ] 0
J. over £00 up to £80 J 1 1
K over £80 uwp to £100 K TR T 2
L. over £100 L . L i 3
bon't know M M 0 1
¢} 0

SHOM_CARD D

84, (a)Now could you tell me if in the last 12 months you o, any member of

your household has received any of the allowances on this card?

PROBE: Any other itexs on the card?  COJE BELLOYW
FOR EACH ALLOWANCE RECCIVED

®

(bYefould ... (allowance) be reduced or lost if you carnzd one extra
pound each vieek?

02
03

B e T SU U RO

05

Rent rebate
Rate rebate

Maintenance allowance for school pupils over 15 years old

free school dinners/contritution tewards school uniform
Contribution towords essential clothing for work
Day nursery for young children at reduced cost

Student grant

Local authority subsidised boarding education for child
Direct gront school fees subsidy

Local authority hove help

Legal aid

Faaily allowances

Feuily irce~e supnlement

Supplementary benelit {national assistance)
Hone

Pon't know . '

.

‘ CARD 6:7 7 (5) f@ l

9. 13, 1t.
|
L
| P 15,
S .
il
15, 16. 17.
T
18. 19. 20.

QL4 (e),

Rece ived

Reduced/ | re
Tost,
2
2 3
2 3
S I
2 3
2 3
S S o
2 3
- 2...,.. 3
R
2 3
2 3
Gt B o

et

P —

A A—

——

U

P

" ——re

At

s 4 ot

A

[— Ramieny ety b — 1

- et



STRICTLY _COMFLOLITIAL

. 8o, AL what age did you complete your 1 and under 21.
Tetime sc¢ ing?
fuli-time schooling? 15 but under 16

N

16 but under 17 i {
V7 bt oader 18 TR
* 16 and over 6
Don't Fnow 1
(210 ]
86. How many rooms do you and your family 1 room ' 22, 2
occupy solely? EXACLUDE BATHROOHM, N
GARAGE AND £1TCHENETTE, BUT INCLUDE Fooms 4
KRITCHEN BIC £NGUGH 70 EAT IH. 3 rooms b
‘ “horoows T 5
5 or more rooms 6
Don't know 1
kzz.) 0 l
87. Do you and Your family rent this Rents . 230 3~CONTINUE
povie, om T er v T e g, 20 10 ¢
Rent free . hﬁ—GO 0
Don't know id Q.9

THOSE WHO RENT

B8. (a)ilow rmuch is the rent for this house/
flat? i
£ . pOR L 7 / d 2k, 25. 2G. 27. 28.
Don-t know A ~60T0Q.%
e )
(b)How tong a period does this cover? 1 week . 29. 2°
2 veeks 3
L weeks I
. 1 calender month 5 [-~CONTINU
" * 3 calender months 6
Others {CODE AND STATE)
Don'tt- know 1—98.;8
' kzs.) 0 ‘ l
(c)boes the rent include rates? Yes 30, 7
GO 10
I - - No -
_ 3 } Q.9
Don't know 1-



STRICTIY CONFIDENTIAL n I

A THOSE WO e |

89. (2)Dc you or your family own this house Hortgage .
with a wortoage or is it paid up?

31, 2 <COUTIY

, Paid up 3
__GO 70
Don't know Q.50 1
[@‘r’ b
{b) (bo you know) how much was the last ) : ._h.l':..:’“'?:“:,_q 1
+ mortgage payment? l ! { l
£ — p OR £/ / P 32, 33, 3h. 35, -
E Don't know A~ GO YO Q.90 i
(c)tow Yong 2 period did this cover? I week 36. 2 1]
L weeks 2 A
: 1 calender month 4 'g
3 months 5 1
Other (CODE AND STATE) 1y
: E i
) ’ . : bon't know
: o
g0. Now | would like to ask you about your leisure tima. L_(. 6.) 0 I
- SHOW_CARD E i
(aYould you look at this card and tell me if you have done : g!
any of these things in the last 7 days, that is since last ... (d_ay i
of week)? CODE 'Yes' OR 'Ho' FOR EACH (TEM.
FOR CACH CODED 'Yes' ,“
{bYHow many hours did you spend at ... 'n the last 7 days? 4
STATE OPPOSITE ACTIVITY. .
FOR_EACH CODED 'Yes' EXCEPT T.V. AND READING £
(c)And how much did it cost you ... for that number of hours - ©
* 1 mean how much did you pay out of your own pocket altogother? e
STATE GPPOSITE ACTIVITY. - :'
0.90(a) 1Q.90(b) Q.90(c) :
Done ir Ho.of )
last 7 days| hours " Mcney Cost ot
Yes ho. ) N L
Watching T.V. A L
Reading 8 H ' . {
Visiting friends c N £ p OR £ / /L
Entertaining friends D 0 £ . poR £/ /o
Playing a sport E p £ B p OR £ /
Watching a sport F Q £ . pOR £ / VAR
Attending meetings of clubs , |
unions etc. G R £ . e _.POR £ / /
Drinking (in pubs etc.) H S £ . p GR € / P
e b T LRI L T s S
Going on trips | T £ pOR L / /
Visiting parks, walks J U £ N _pOR L / /
Going to cinema K Vv i pOR £ / /
————————————————————————————————————————— S B N B RS o e e it T
Other hobby .
(SIATE TYPE OR 'Hone') ' £ . pOR £ [
[ L . pCrR £ / /

37. 38, 39. 4o, L1,  h2.

it

i%
1

o~
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9.

STRICTLY CONFIDUHTIAL

Now | would like to ask you about your

spending plans.

(2)Are you yourself or the family saving to buy anything

special during the pext

17 months?

tlofdontt know B

Yes
v
1F _'Yes!
(b) What is thet? STATE BELOW
FOR_EACH 1TEM
{c) lowr puch do you expect ...

STATE QPPOSITE TEM.

AJ

will cost?

N

- GO TO Q.92

b Q.91(b) T/U
DESCRIPT Ll 43 It It { !
‘ | Eﬁi]jIZL 13. Bho s, L6, W7
% 1. S
B/N et 4
. . L8, hy. 50, §i. 42
b 2. £ .
0R £ / / d T/8 B
5 ‘ - ] 53. 54, £L b6, 57
: 3. ST S .
, e/ /A
!
92.(a)Are you yourself or the family payino instalmants just now for any
. goods or services bouoht on H.F., or . redit facilities?
i i
E‘ DO HOT IHCLUDE MORTGAGES Yes 53. 2J
OR (Tv) RENTAL -
! No 3760 10
Don't know 1.1 0,93
\/ e
iF 'ves! . !.ﬁwlzﬂmwmpu
ZE) What is that for? STATE BELOW R
FOR_CACH ITEM *
(¢)  How nuch was the last payment? STATE OPPOSITE 1ITEM
(d)  And what is the pericd between payments? STATE OPFOSITE JTEM -
0.97(b) Q.92(c) Q.52(¢)
ML¢40 j PERIGD T WEEN
OF ITEM PAYHENTS l
1. T/OLL b :
£9. 60. 01, 62. 62
2,
; w11 ]
64, 65, GO, 67. 62
Iy,
A
5. 69. 70. 7! 77, 72




hE LA et S

STRICTLY CONFIDEMTIAL { crpo 77 7 @) 8 (T /

. -J‘“““’"" e ’.“

3. bu you or the famity here own or nave the use of: J

-0
wr

Meither own R
Oun_or, nor _have Donlt ;
) have 'se of use of : knout Office
+ READ QUT: .?
A car ' 9. 2 3 i ‘ ( 4
A refrigerator 10, 2 3 i ‘3
A television with BBC 2 11. 2 3 1 0 ;
A washing machine 12, 3 1 ¢ - ;
A telephore 13. 2 3 1 °
An inside W.C, ) 14, 2 3 1 3
Central heating 15, 2 3 i ,
Cheque book 6. 2 3 : 1 ]
j!
gh(a) Can you tell me if the tax man docs anything to make things easier o
for people to save? }
Yes 17. z-’l
Iy
No 31 GO TE [
J" Q.55"
Don't know i
e B
o4 !
[EECEREY
IF Y5
b What does he do to make it ecasier to save? . [g
ry
S RN ¢ ;
18. b
) 19' R
% i
. .
95. Leaving aside people who are self-employed, can employees claim i%
tax relicef for:
' 1
Don't .
Yes  No  kaow Office '
READ OUT: !
H.P. Interest 20. 2 3 1 0 :
Expense of travelling to work 21, 2 3 1 . 0 h
Hortgage interest 22, 2 3. 1 0 i
Life assurance premiums 23, 2 3 ] 0 '!
"Baby sitter while the wife works 2k, 2 3 | ] 4
Cost of protective clothing or "
uniform . 25, 2 3 } 0
i



LR S
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97.

STRICTLY COMFIDENTIAL

How much can a married wainin carn before she has to pay income tas:

U OR £ / / d PERMCEK
LS ¢ or £ / 7/ d PER YFAR [‘Mh
Don't know A ‘ 26 27 28 29

gut of cach”pound of incomz, do rich pecople pay more
or less of it in income tax, or do all tax payers

© pay the same?

Rich pay rore 30. 2

All pay same ) 3

Rich pay less h

' Varies/depends 5
Don't know R

(30.)0

Some pecople have said that taxation makes it so difficult to make
ends meet, that they have to find ways of making more aoney,

Other people say it's not worthwhile working because taxation is
so heavy. :

GiVE RESPONDENT SELF-COMPLETION SHEET 'E' (YELLOW)

Yould you look et this final sheet and tick in the box that applies
to you on ecach line, :



STRICTLY CONTIDENTIAL oy

W

98. (a) (Many people in Britian think that it's net worchwhile working overtims:
because Laxes are so hiyh, Befoie mziing any recuaicndations avoeui Lhe
taxation of exira carninas we peed to know exdct deiails of hours, pay
and deductions.) As deductions vary from week to week, it is alwmost
impossible to remember exact figures. On a strictly confidential
basis coutd you tell me from your lalest payslip whet your deductions
werc on your most recent pay day?

- —

(-4

Last payslip produced 3. 2

Hot produced 3—ASK RESPONDINT TO
ESTIMATE FOLLGWING
DETALLS

[(31.)0 |

RECORD FOLLOWING DETAILS FROM THE PAYSLIP FOR THE LAST PAY DAY

I

Income Tax £ o e P 32 33 3b 35
National Insurance £ e P 36 37 3839
National Insurance Graduated ) l"M [ i } l
Contribution (Covernment FPension £ . p Lo Ly bz L3
Scheme)
L L1
Any other deductions £ ... ity s 46 47
Tax code number e g - kg 50
Actua[ heurs worked [;;'-L“—“§E
(CONFIRM 'Actual hours') e [ .
Gross pay befere deductions £ . p 53 Sh 55 56
Take home pay after deductions £ P 57 58 59 60
' o I
bate of most recent pay received /17 6) 62
(b} Can t just check that these items cover one
week?
Yes ~ a week 63. 2
Others (STATE)
(63.)0
99. Do you pay income tax Every week Eh. 2
every week, somc weeks . L
or never? Soeme weeks 3
Never b

Others (CODE AND STATE)

Don'{ know

e —

——1

—

£ rr——

[pSp—

LS

T

Aot

[

bor o [T terermed

Y mmad



P . SYRICTLY CAMFIRERTIAL

1oe, It i« not passible to measure the effects of taxation on the incentive to
work unless complete and accurate information s known for more thon 2
single week, We would like your permission to ask your employer about
your deductions and carnings. .

VARD LETTER  TO RESPONDENT:

Vould you sign this letter? Signed letter G5. 2
You can sce the letter Lo
your employer overleaf, Refused 3
(65.)0
iol. (Some people say that this year's budget has improved

the general climate of opinion and made it mure
worthwhile to work, Others disagree.} Would you say
that the budget changes have improved or worsened
general altitudes towards work in Britain or what?

Htas improved attitudes 66. 2

Ho effect 3
Has worsened attitudes L
pon't know i
i
(66.)0
102, Would you say that the changes made in this year's

budget made you yourseli work harder, less hard,
or that tney have had no effect?

Work harder 67. 2
No effect 3
Less hard L
Don't know R 1.
%
103.{a) Which tares would you prefer to be cut: income lggz;lgumw"ﬂ"._

tax, or tax on things you buy?

Income tax 68, 2

. )CONTIHUE
Things you buy 3
Don't know F-CLOSE ITNTERVIEW
ftes.)o
{b) Why ... rather than ....?
69
70.
71.
72
CLOSE IHTERVIEW ' [ I _} J
=5 -
TIME THTERVIEWED FINISHED ,73 /" /5
~N
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L et TN £

3
b
.

STHI C:T'..‘l' COMFTDENTIAL I
e
SE— ;
TO OE COMPIETUD BY IMNTERVITMER ALGND . B , -
i UTERVITMEDR ALONE _ ( AR 8. 7 (7 ;)) & (G /\Ji
1. Heighbourhood: Poor working class 9. 2 ;}
Average “wiking class 3 .
Kiddie class b {j
1
2. Bricfly evaluate the respondent in terms of: l
(a) Energy level: Energetic, wctive, bright, )
alert 10, )
- Average 3
Dull, passive, tired,
apathatic L }
(b)Y Way home it kept: Clean, tidy 1, 2 ]
Fair 3
Untidy 4 [
(¢) tevel of prosperity: Expensive clothes, carpets, .
: new furniture, fittings,
etc. 12, 2
Average clothes, carpets,
furnirure, fittings etc. 3 j
0ld worn out clothes,
carpets, furniture, i
fittings, etc, b )
. ?)
3. Waz anyonc else present Non-one 13, 2 {1
i lew?
at the interview? Pre-school children 3 .-
} - 3
Older children * 4 il
Husband/wife 5 , .
Other relatives 6 gJ
Other 7
. §]
‘ !
if someone else present - what part, if any, was played :
in the interview? {l
S, !
b, :
15. 1
---------- il
: 16,
7. R

[US
R

[eo—
[ ST ——)

Vo



STRICTLY CONEIDENTIAL

aar A p St m s

L, _ Respondent's attitude at beginning of interview:
Very interested : 18, 2
: . interested ' 3
Hot very interested L
Antagonistic 5
i ) Nervous, uncertain &

1f antagonistic, nervous please explain:

5.  Respondent's attitude at end of interview:
; N No ghange‘ . 20, 2

More interested, helpful 3
Less interested, helpful L )
______________________ [mmems e ens
Hurrying to get it over . 5
Other . ’ 6 '

6. Are ihcre any particular duestioﬁs in the questionnaire

where you feel the responses were not representative of
what the respondent thinks? :




M e,

Brime e ot b oA b s oo

. 7.

i
Ll
P

Any other conments helpful in interpreting this
intervicw:
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Departoend of Sronotivs, Nead wf Dojantminis Profosse ©3F Biowa

UNIVERSTTY OF STIRLING sTmunNG scoTLAND | TELLIIIORE: STIRLING (0756) 3173

Denr Sir or Madsam

v

University of Stirling Work Survey

I would like to thank you for your co-operation in the
University of Stirling Work Survey. I very much appreciusle
your willingness to give yowr tiwe in enswering «11 of our
gquestions. I am sure you agree that it is impnrtent for

us all to have a belter understanding of how taxstion affects
people's work,

I veuld 1like to assure you that the information you have given
us will, under no circumsta...zs, be given or shown to anyone
not working on the study. The angwers you have given will be
combined with the ansvers of hundreds of others from 2ll over
the country and it will be completely impossible for anyone to
identify your answers. ;

1=

ing of the British tax system and of the way that il = ot
people. ‘fhe time you have given in making this possible is very
much appreciated. :

4 is my hope that this study widl lesd to a belier understand-
4
L

Yours faithfully

i, o

C V Brown



”

Our Ref:

UNIVERSIVY OF STIRLING srinruine scoroan D] TELEPHON:

AR

Depariment of Veonnmics, Head of Depagtoent: Frofessar CV Brown

STIRLING (0786) 5171

iax code no.

bisic hourly rate (if any) £ .
no. of hours in basiec working week B
total no. &f hours actually worked )

including overtime (if any)

: gross bonus/incentive/piccerate,
earnings (if any) £
gross overtime carnings (if any) . £

t

(\)h P E D] ”"!!\T
T
Deer Sir
WITVEPSTTY OF STTRLING TAXATTCH STUDY ’
= Ve are enpgaged in e netional study of the effects of personal texaticn oo
j: incentive to work in the UK, Soms }J(:Op]t" S/Y Lhat ey{p]_g:’rc‘gﬁ; van't work
t . . . L. '
;A because it's not weorthwhile after tax, while other people say thot emplovees
vork more overiime to make up the carnings they have lost in tex. For this t
study we need accurate dalu of the gross and net incowm and tax deducted for
the current tax wack and Lax youre ol o representatlve cross—seclion of eumployed:
persons. ' ]
One or more persons in owr sample is an cmployee of your firm &nd has given S
or her permission for you to release the informstion to us. Overlenf please i
find the leller of euthorisation from your ewployea. H
Ve shall of course trest the information which is wanted for statistical purp- ..
ozes only, with tne strictest confidence. }
We think thal groater knowledge of the British tax system and of its d-frets is’
well worthwhile and hope you will agree, and that you will be willing to pro-
vide us with the information we need. A stomped addressed envelope is enclosed:
for your convenience in replying. k.
If the records are not kept at this nc"“tss, we would be grateful i you would .
forward this correspondence to the vopropricie office. K
,
Moy we thaonk you in advance for your co-operaticn.
Yours ait‘xnﬂ]y i
13
!/ (L7
-
i
Protessor C V Brown , . L
’ Heekly wage/salary paid to ewmployee on [/ /71l Or last Total for tex year -°
pay day beforc [/ /1i. {Include any holiday paymeuts,) up to date oupuosive
tax wecek no. e L 1
¥
total income gross N £ . :
net income tax paid . L — L
net income tax refund £ . £ o
Hationnl insurance flat rate £ _ Y e
fational insurance graduated pension L . . L e
ther deductions £ . £ e
net income aftcr all deductions £ . £ .



150

v Duepertriont pf Yeonowmics, Head (l! Department; i’mfum; C 1V Broun

.

Our Refi:

UNIVERSITY GF STIRLING stmuine scorLanp [TELEMIONE STIRLING (0756) 3171

Ares Code

- . Sarial No.

Respondents
Code No.

PLEASE PUT YOUR EMPLOYIR'S TO
NAME AND ADDRESS IN BLOCK
CAPYTALS HERI 3

Dear Sir

The University of Stirling is conducting & study on work ettitudes and
the effcets of taxetion on the incentive to vork. My name has been

selected ot random Tfor this sample.

They need to know,

in.strictest confidence, aboul my deductions end
pey. Would you pleas

t
e give then the information ssked ror averleedl.

e
Fa

Yours faithfully %

- . R

~

Please sign here

Fleazse write your . .
name in BLOCK CAPITALS .
here -

~

Please write your
section or employee
nwnver here to help
your erployser identify
you exazily

~



SELE-COnpiFTION 1h!

PLEASE TICK IR

i
[y

1N 1971 THESE MEASURLS CAME WHTO EFFECT!

R e

BOX ON LACH LILE

UNTHARGED /SO T KhOW VENT PO

A, PURCHASL TAX ng. -2 -3 Lﬂk y
8. HATIONAL [NSURANCE CONTRIBUTIONS 59, -2 -3 [_::'"u
C. SELECTIVE EHPLOY;EHF TAX 60, -2 ] -3 -l
D. EARHED THCUME RELIED (under . oy
£4,000 p.o.) 6. -2 -3 -4
E. EARNED INCOME RELIEF {over
£1,,000 p.a.) 62. -2 -3 -y
F. wurz‘é EARKED INCOME RELIEF 63. -2 -3 - -l
G. PERSONAL ALLOWANCES oh. -2 -3 4
H. CHILD ALLOVANCE 65, -2 . -3 -k
1. OLD-AGE FENSION 66. -2 -2 o
J. SUPPLEBTNTARY BEHEFITS 67. -2 -3 .
| - -
K. DUTY O} BUER, SPIRITS £5. -2 -3 . -4
L. DUTY ON TOBACCO 69. -2 -3 [i::: iy
M. STANDARD'RATE OF 1HCCHME TAX 70. -2 -3 {:::: -l
Area Code I

Address Serial lao. _J

lespondent Ro.




~Tox has made me give up 2
sccond job or paid sideline

Tax has made me work more

overtime

JTax has made me work less
hard on a bonus scheme

Tax haos made me scek
promotion

|

Tax. has made me look for

ancther job with better pay

Tax has made me postpone
early retirement

s I T
L R RS [

Bogontt

apply/
neither

Docsn't
opply/
neither

Doesn't
apply/
neither

Doesn't
apply/
neither

]

b momarrver o4

Doesn't
apply/
reither

[ ]

Doesn't
apply/
naither

.

Jinviultd o LA AL TAL
AU T LU A\ S S b AT

Tax has wade me take a
secand joh or paid sidelineg

Tax has made me work
overtime

Toax had made e work hardzy

on a bonus scheme

Tax has made me not scek
promotion

Tax has made me not lool: for
znother job with better pay

Tax has made ma seek
early retirement

Arca Code

Address Serial Ho.

Respondzat No.

7t
72.

152




19'

21.

22.

28.

My standard of living has risen

in “he lost § years

b could wark harder at my job

than | do without waking myself

ill

If | work harder | am offered

less overtire

t feel under pressure from my

carest workmafes to work
faster

High daductions from ny pay
mean that 1 ohave Lo work
overtime to make ends meet

| have to work overtime because
it's difficult to say 'no' to
my boss

! feel under pressure from my

nearest workmetes to work
stower

{ have to do odd jobs at home
in order to save on decorations 5

and repairs etc.

My neighbours are better off
then | am :

! wish } had more leisure time

af ter work

| chose this job because | knew
I would not have to work over-

time here

The overall level of taxation
was lowered in the April budget

If | work less hard 1 am
of fered more overtime

! can control how much work
do each day

t

fozan't

agree  agree epply/ discgree disegroe
a tot a little neithar a Jittle a lot
o[ e [ [ [ [
....... , S -y
s, -7 L -3 J A l J .5 ]
CIEAE ~t+ -5
e
“7{. -2 -3 4 =5
Lg ) -2, -3 ~h -4
) ; J—
49, -2 -3 -4 -5
50 -7 -3 -l -5
AR .
- N R
”1{"~‘J-2 -3 -4 -5
52. "7. -—3 ..[} _,,5
W ——
53. -2 -3 - -5 {
!
shiy -2 -3 -y -5
55. -2 -3 ! ~5
56. -2 -3 -4 -5
57 -2 -3 ~Ly -5




B i e mi rens

it e e R

srii-rompeniog 1ot

(i)

hoYen te o Vict of etatesante ahont work. Please out-a tick in the box thot

[FTeRReN

comrs clownst to how you fec) about the statewrent.  For erample -

Doesn't
agree  agree epply/
a jot a Yittle neither,

N I VR

b Tike my work - S eerd

Use the box marked neither if you arc not sure whether you agree or

the statement dons not apply to yeu. Please put down your {irst
without thinking too wmuch about cach statement.

Docsn't
agree  agree apply/

disagren

a little a lot

[

]

| S—

not or if

reactions

disagreo

disagrec

disagree

R Scrial

Respondent t

Lo,

.

- a lot a little neither a little a lot
1. | chese this job because | knew . | I I Y
A A 0. - ] A [s R
that | could get overtine here - Lw_ 2 ___J S S e L‘___l °
) . . - ) o Satas e o : —-y —
Z. 1 am llai.ch to loze my friends 31, - |“3 I 4 5 l—[%
at work if | work faster ] _
3, 1 do not reaily wvant propation 32. -2 -3 ’ -1y -5 -6
L, High deductions from my pay i . o .
mean that | don't work wuch Y . 5 l J e d p
overtime becausc it's not 33 | ‘ ’ ¢ I R T B
worthwhile .
5. HY work group Is~in favour of a 3h,l-~r~? 3 ‘ o — -5 T”"'“G
piccework incentive schono T A L L L“m
6. 1 enjoy doing odd jobs about m ™ T T T T
housé v e ’ ) Tz -2 -3 l lh“ "> ,~6
7. 1 have to work overtime because ]‘“ I Y . T .
| need the noncy 36. 2 -3 —u]"' it "“_J 2
8. I worry somztimes about redundancy3?, -2 I ~3-[’ -1y I I -5 1 )
| S U e
9. : if since o st K |
9 llfecl better ¢if since my last 38, -2 3 [ l L I -5 l 4
rise ] R : i
10, 1f | see the work beirg badly
organised | kecp quict about it 33. -2 -3 | -h =5 l 6
T1. | scon wet bored if | have a lot I P 7 - r—[
of free time after work ho. -2 -3 ! B - O -6
12. Hanageruenf is considerate to the — )
! - - - - -
employees . 2 3 d 2 6
13. 1f we all worked harder in our e s
departiant we could work L2, -2 -3 b -5 -6
oursclves out of a job a—
1, The friends | mix with in my
leisure tine are worse of f thon I3, -2 -3 -4 -5 -6
i am [ S
Area Codnl [ ' Address g
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(v

Think of the rejority of the pmople thot
you work with rnoa or the people you mcet
in connection with your work.,  How well
does cach of the following words describe
these peoplte?  ta the space beside each
word below, circle?

Y if it describes the people you work
with
¥ if it does MOT describe them

1 if you cennot decide

SELE-conpLETION
R

} PEOPLE OH YOUR PRESENT JO©

. YES  NEITHER N

Stimutating . Y-
Boring ) Y
Slow Y
Ambitious . ’ Y
Stupid Y
Responnible Y
Fast Y
Intelligent | Y
fasy Lo make encimies Y
Talk too much Y
Smart Y
Lazy ‘ Y
Unplecasant Y
No privacy Y
Active Y
Harvow interests Y
Loyal ‘ Y
Hard to meaet Y

N

H

N




P B N N R O AT L B N LT IR % )
P R AR S O S

,

Think of the kind of supcrvision thal vyou get

on your jcb,  How well does each of the . .
following vords describe this suparvision? | .
In the w»oace beside coch word below, circlel

S

Y if it describes the supervision you
gaelt on your job
N i it does HOT describe it
2 if you cannot decids
SUPERVISTOH ON PRESENT 108
YES HNEJTHER HO
Asks' my advice Y ? X 51
Hard to plecase Y 7 N 52,
fmpolite ‘ Y ? N 53.
Przises good work S N 5,
Tactful Y 7 N 55
Influential Y 1 H 56.
Up-to-date Y 1 N 57. )
Doesn't suporvise enotsgh. Y 7 M 58
Quick tempered Y ? N 59.
Tells me where | stand Y ? H 60.
Annoying . Y ? N 61,
Stubborn .Y . 1 N 62.
Knows job well ' Y ? H 63,
Bad : Y ? N 6k,
tntelligent , Y ? N 65.
Leaves me on my own Y ? N 66.
Around when needed Y 7 N 67.
Lazy : : Ty YRR 68.
Flease go on to the next page




PUSONI Ep—

|G

SELT-COMPLE

HIMLET IO
- )

Think of the opportunities for prowotion that
you have now.  How well doss ecach of the
{ollewing words deverite these? In the spoce
bes ide each work circled

EN

l;\\

Y  for Wes' if it describes your opportunities
" :

for promotion

N for "No' if it does KOT describe them

I~

if you cannot decide

OPPORTURITIES FOR PROMDTION

YES ME{THER

Good opportunities for
promotion Y 1

Opportunity somewhat

Timited Y K
Promotion on ability ' Y 1
Dead-end job - Y ?
Good chance for promotion b ?
Unfair promotion policy Y 1
Infrequent promotions Y 7
Regular promotions Y ?

Fairly good chance for
promotion Y ?

Go on to the next page

NO

45,
Lo,

L}?.

L8,




S—— SELFCOUPLETI0N A

(ii

Think of the pay vou oot new.  How well does cach of the
ey Y G

following vords describe your present pay? In the space

beside cach word, circle:

Y if it describes your pay

N if it docs MOT describe it

s

7 if you cannot uecide

PRESENT PAY

e o

YE5 NEITHER KO

fncome adeguate Tor normal

expenses o Y A H
Satisfactory profit sharing Y 1 N
Barely live on income Y ? N
Bad ‘ ) Yy -« 1 N
lncome provides luxuries | ¥ 1 H
Insccure ’ Y ? N
Less than 1 deserve ¥ ? N
Highly paid . b 7 N
Underpaid Y ? H

Now pleasc turn to the next page

-

LoD



Think of your present worl,  What fs iU like moot of tha

tie?  tn the space beside cach vord given belog, cirelel

Y for "es' if it describes your work

H for "ho' if

it doces HOYV describe it

STRICTLY CONFIDLRTIAL

PRS-

2 if‘you cannot decide
E VORK Ol PRESENT JOB cARD 9 7. (0)
YES HEITHER NO

Fascinating Y 7w g,
Routine Y ? N 10,
Satisfying Y ? K 1.
Borina Y ? H 12.
Good Y ? KN i3,
Creative Y 7 N 1.
Respzcted oY 1 il 15,
Hot Y ? N 16.
fleasant Y 7 N 7.
Useful Y ? N [8.
Tiresume : ¥ ? N . 9.
Healthy - ' Y ? N 20.
Challenging Y ? H 2%,
On your feet Y i N 22.
Frusfrating' b 7 N 23.
Simple Y ? N 24,
Endiess Y ? M 25,
Gives sense of accomplishment Y 1 N 26.

Go on to the next page ..., ‘

Arca Coce

[

Addruse Serial lo, [MmL__J
- * Respondent Na, [t:J




CARD [ .

Matching T.V.

Reading

Visiting {ricends

Enterteining friends

Playing a sport

Watching a sport

Attending meetings of clubs, unions, etc.
Drinking {in .pubs etc.)
Going on trips
Visiting parks, watks
Going to cincia

Other hobby

fligh deductions from my pay mean
that | doen't werll much overtime
bacousze it's not wortlemile,

High deductions from my pey nzso
that | have toverk overtinmz to

make endas meeot. . . -



I always work overtime when the
opportunity ariscs

I sometimes work overtime when the
opportunily ariscs

-

| never work overtime when the
opportunity arises

There ure no opportunitics for over=-

time in my job

“CARD C

Ao £0

B. over £0 up to §5
C. over £5 up to £18
. over £10 up to £15
E. - over £15 up to £23
F. over £20 up to £30
G, over £30 up to £Lo
H. over £040 up to £50
1. over £50 up to £60
J.  over £60 up to £80
K. over £80 up to £100

L. over £100

Lhrb B

Painting/wollpapering
Plastering/plumbing
Joinery/carpentry

Electrical work

Repair or service car

" Gardening

Sewing/knitting
Cooking/baking
Cleaning/houscwork

Other work about the house

. TCARD B

.

Rent rebate
Ratlc rebq}e

Maintenatee allowance for scheol pupils
over 15 years old/free schosl dirners/
contribution towards school unifora

Contribution towards essential clething
for work

Day nursery for young children at
reduced cost

Student grant

Local authority subsidised boarding
education for child

Direct grant scheool fees subsidy
Local authority home help

Legal aid

Family allowances

Family income supplemant

Supplementary benefit (notivnsd

- - .
assistance)




I'TY OF STIRLING st

ADO

Deperisent of Econcunics, Mieid of Dapaatiaent: Ticfiss GV Prowe

-

RLIMNG SCOTLAND [ TELEPHONE STIRLIEIC (or56) 3171

Depr Sir or Madem

University of Shirling ¥

-t DT Ee
o1l Survoy

This letier will -introduce ¥ who iu
working for me on a national study of cititules towards

vork. T would very much eppreciate 1% if you would enswer

the questions she will esk on wy behalfl.

Your zddress is one of about 10,000 thet have been picked ob
randon from the clectorel registers. If our study is Lo be
truly representative of attitudes throughout the country, it

is importent that we obtain the views of poople vwhose addresscos
have bteen picked and I would be marct grateful for your co-
operation,

I can assure you that your smaswers will be treated as SIRICILY
CONFIDENTIAL, None of your cnsvers will be given or chown 1o
enyone not vorking on this project. It will never be possible

for anyone to identify uny of your answers in any way,

Thank you for your co-operation.

Yours fTaithfully ‘ <

L/Zﬂ% T '
v‘/.,fwv .

C V Brown B



16k

-
AR 52l
AEL) A
ol
. o
L caro 16: 7. (1) 8 (6) t
Address serial no. Lﬂ»w w__J - ' ) o
A Constitucncy S
Respondent no. | S l .
(if any)
' Aica Code
Interviewer 9 10 112 3
Suvpervisor i N
Intervicwer
Pate 1a71. Code Vo, ! S
. - R T E R

ASE OF PERSOH VHO REFUSED QHLY 7 HE/SHE 1S SELECTED ELIGIRBLE RESPONDENT

A. Would you just tell me which of the statements
on this card applies to you?

Always work overtime when
the oppertunity arises

Sometimes work overtime when
the opportunity arises

Never work overtime when the
opportunity ariscs

No opportunities for over-
time

’

Any otiber answey STATE

Don't know

B. SHOW CARTODM CARD

People hove different ideas about the way deductions affect
the amount of work they do. Here you see is one point of
view (POIHT TO MR.A). The man says that high deductions

from his pay mean that he doesn't work much overtime because
it's not worthwihile. (POINT TO KR.B). But the other man
argues that the high deductions mean he has to work more ovor-
time to make ends mweet.  Which would you agree with?

Agree with Mr. A
Agrre with Mr. B

Neither/doesn't apply

18, 2

.l*

hSai

19. 2

Iy




Sue o

TO_BE_COMPLETED BY_IMTERVIEUER ALONE

REASOM PR REFUSAL

V. (a) Reason qiven for refusal .

GET AS MUCH DETAIL AS POSSIBLE ESPLCIALLY- IV RESPOMDENT CLAIMS LACK OF

TIRE

interviewer's interpretation of reason for refusal

DETAILS OF PERSON WHO REFUSED

2,

Sex:

Estimated aqe:

Male

Female

Under 15
15 - 24
25 - 4l
s j,Gh

\65 or over

Briefly evaluate the person who refused in terms of:

(a)  Enecrgy level:

(b)  Vay home is kept:

(c)  Level of prosperity:

& o

Energetic, active, bright, alert

Average

Dull, passive, tired, apathetic

Don't know .

Clcan, tidy
Fair
Untidy

Don't know

Expensive clolhes, carpets, new
furnjture, fittings, etc,

Averaqe clothes, caorpets,

furniture,

fittings etc,

0ld wirn our clothes, carpets

furniture,

Don't know

fittings etc.

20.
21,
22.
23,
2k
3
25, 2
3
L
5
6
26, 2
L
i
27. 2
3
4
1
28, 2
3
L
]




&

5.(s) Is the person who refused the selectled
cligible person?

1E ‘ol

(b)Y Estimated rclationship to eligible
: person:

”

Person who refused is -

DETAILS OF FAMILY/HQUSE
6.(a) Children in bousehold?

(b) Estimated no. of adults in houschald

7.(a) Type of house

(b}, Council or not

(c) Heighbourhead

Yes
o st

Don't khow

husband

Vife

Father

Mother
Brother/Sicter
Other

Don't Know

Defiritely, yes
Probably, yes

Don't know

Probabiy, no

Def{initely, no

ey

adult

b

acultis

adul ts

LW

or more adults

Don't know |

A
Detached
Semi-detached
Teirraced
Flat
Other

Definitely council

Probably council
Don't know

Probably ggt;
council

Definitely not
council

Poor working class

Avergce working
class

Hiddle class

~

31,

4

3, 2

L

(U]

Aal
.
N

L

J0
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TRTHAVIDVERS IRG

DOCULELTS PO 3% UHHD Ol SHIS SURVEY

Addrens ILigts :
Contact Sheets

Questionueires

Prompl Cards (one set, plus one separate card)
Aprointuent Cards

Letters of 1Introduction

Yeng

FURPOSE OF THE SURVEY

-

This survey which we are corducting for the Universiiy of
Stirling is to investigate the effect of direct taxetion on the
incentive to work - to sce hew much people kuow aboul the tax
syslem and what effect income tax has on {the hours they work, the
effort they put in and so on.

As with most of our surveys, although we are able te tell you the
reason f7r the survey, YOU }WUST KO REVEAL ITS PURFOSE TO THE
RIESPORDEUT .

GENERAL SUMMARY OF YOUR TASK

Bagically your task wiTl be es follows:-

(1) You have heen given a list of addresses., You must not
interview enywhere clse,

(2) At ezch address you contict e responsible adult and
collect delails about the employment of people living at
that eddrecss. )
x .
(}) You then go through & selection procedure to esgtablish which
person, if any, you shouid interview, ’

(4) You ihen interview the selected person if.he/sho is
© present, or make an &ppoiniment to call back and sec him/her.

THE CONTACT 1 ROCEDURE .

(1) Your Address lists give for each nddress:

an fddress Serial Ho,

s list of the people sheovn in the'
Flectoral Regisier as living at {the address

a M"Starting llo."
an "Interval No,®

(You can ignore the columns headed living here/vorking/receives
pay wveckly),



(2)

(3)

(4) °

(5)

vork a iotal of 8 hours or more over a week?'., Fuil a

.asking for each, !'Hus,..boen to work sometnmo in the past

ez fone At recond
on the Ir i g sddress, )
conatituoncy, Aren Lodo, hddxcfu Serial No. and :

youl G+l nome and code no.

=

Then turn to- the back of ihe Centnet Sheet, J
tecord the Slarting lLo. and Interval ho. Lor that

address, and i1l in the surnores and christian names

of ihe people listed on your Address List.

gontact a responsible adult and use {he introduction
given on the front of rour Contrct Shdet. tiote tlat

you say you are from the Universily of Stir)ing, :
not BURB,

the Iol\oulnv 1rf01“%t10“ abo t the neonle you have listed :
foxr thai addresay

(A.1.) Co dovn the list of pecnle, asking for each :
1D0ESease 81111 live here?! Por ypoople still living
at ihe address put & 1ick in column 1 next 1o their
name, and cross oul the names of «ny pecple vwho

no longer live at that address., mJ

(A.E.) Go down the lisl of pecople whose names you have
not crossed out, asking for cach : 'Does....norwally

[NS—]

fick in column 2 against the names of those who do normally .

vork a totsl of 8 hours or mor: over a weekj; cross out

their names if they do not; and pul 'D.K. ' if your J
informant does not knov,

(A.B.) Go down the list of reopie whose names you hove }
nol crossed out {including thosz with M,X. 1)

3

7 Cays?!  If ‘Yes', tick; if 'No! cross oul, and if F
‘don't know! put 'D.X,! s
(A.4.) Go down the rcmaining names, asking 'IS..... ?
an employee (that i not self-cmployed)?' Tick, £
cross out or put 'D.“.' against eash neme, .
I

(£.5.) lastly go down the remaining names, asking . i

Moes,,.receive hlu/ker pay weekly°' Tick,; c¢cross out or
pat 'D,K.!',. againsti each name,

hewwr et
-

Note that you should go down the names each time rather than

asking all the questions of one person and then going o to Zi

the next. This is because the informstion reguired bLecomes b

more personal towards the end of the serics of questions

and this persona) informaticn is best left wntil last, ]
, ;

Hext check whether there isvone else ared 19 or over ’

living at the address, r 50, enter their surnames !
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(6)

(1)

{8)

(9)

end christian namca on tho Coninct Sheet ond ask guestlony A2, to A.5.
and follow thu sare procedure ug you dad for ihe viner juuple,

1t io ])J RPAND to romember when listing puople at en eddrens that
your list should INCLUBL ALL ADULTS AGRD 15 OR OVER  LIVING AT 43
ADDRESS, not Just the poople in the household to which you have Yc-n

~ P - e - WL
led by the surname on youn Adarens List,

Having obiained & complele list of adulis living at the eddress,
ignore any names which you have crossed out, end nunbter the
remaining nawes in dlﬂhﬁrﬁtncxl order sunrting vith 1.

Next check the Startine liumber for the eddress. If you have used

ihe Starling lumber whien numbtering people in alphabetical ordexr, ihen
the person listed aminst the Stavting Munber is eligible for inter/icw
(o.g. if the uulrtin; jumber 1s 3 and you BEVE nUICOret pEople ul f
then the person to whonm you gave the number '3' is eligible for
intervicw). 1f you hnave not used ihe Storting Humber when nuabering
people; then do not iake an intorview at thit GAATEnS (e.g. if

the Starting lumber ig 3 and you have onlv been Jeft with 2 people
ihat you numbercd). .

A} ’

Jf you have someone lisled against the Starting Nxmber, continue
Y g

by addine the Inlerval Number o the Startivg fucber-and soo
whetlﬁr t“pﬂg'lu enn linted Assingt inis now ”HSSQ&. It there

35, thon this eccwv peraon is eligible for interview,

If you find a second person eligible for intexview, add the Intexval
Fumber again and see whether theye je apyone at the number you
arrive at,

Continue adding the Interval Humber until you avwrive at the po*nf
where there is no one listed wgainst {he new number,

’

Thus wvhen vou have conﬂleucn the back of yopx Contact Sheet cne of
three possible situations will have cuerged:

(1) You take no inierview at thai -address. (1he
. section 'Humber end Results of Calls! tells you
how to record this), .

(i1) You find one person who ig eXgible for interview,
in vhich case you should ask to speck to and attempt
to interview, that rerson. If necessary nmake an
appointirznt to call back, filling in and leeving
an Appoirntment Cexd,

(iii) You find more than one person who is eligible for
interview., (The Section 'Muli iple Interviews! gives
the procedure for such addresses),



BUKDER A1) RESULES_OF CALLS

B.

To CULJL\ 1 houschold “”0:'_"1“"{\““

Unless you get co-operation or a refusal, you should make at Je
thiree cq]) at each address in oxder to tcy to get the houschold
Thformation which enables yeu io decide which person, if any, is
c]ngblo for interview. These should of counse be on different

days at diffowent times.

-

On the Cront of your coniact sheet you should record under scclion

..... t 4.1.,-, "'-'-—n

& ('Result of calls to collect Housenold information’),
and date of cach of these calls, your code number and the result
of each call.

VYhen reco%ding the result of each call use one of the following
set phrases, if possible:

(suceeasful and) imlerview obtsined

(Successful end) appointment for . . . (date/time)

(Suzessful but) no interview required

(Successful but) 2 interviews requixred

Premises cmply
Premises demolished
Ko xreply

Yo responsgible adult available

OGQupants/selected person known to be sway until o . .
Household information incomplote .

Refused to give household information - .

Refused interview with selected person .

To obirin interview

Having selected a person for interview, you should make at icast
three further calls in oxder to tyy to obtain an interview with
~that person.

"Record the details of these calls under Section B on the front cf
the contact sheet, using one of the following phreces to indicate
the resulis
Interview obtainred
2 Interviews obtained

Purther aprointrent for , . . (dutn/timc)

Pne w e
LR - LS
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Hespondent not eligidle at Check Cuogtions

Jio veply

Refused interview

FULPIPLE INTE:

A1 a small proporiion of addressas it will be weccssary to Intervies
more than ome person. In such cases ihe people sclected must be
intervieved sirultaneously, othervise ihe firsl person intecviewed
would be likely to reveal information to the second which could well
influence the sccond pevson's anawera,

& addrases vhere tun people are selected for interview, explain to
your contact that | you would like to coume back with another interviewer
te intervi:w both people, Do not make a definite time and date ﬁo call
again, but ascertain alicrnalive times when they are both likely 1o Ye
at home together. If they are on the telephone, get their telephone
nunber,

Then contact your Area Office who will make arrangements for anrother
interviewer to go back with you,

although unlikely, that mqr > than iwo puople are

It is possible
sclected fox ;
this does occur will depend upon Llhe Id?LlCH]dr CIJCUMUtnnCCu, TS
contact your Area Office as soon as you can and we will see how we can
best handle the situation.

1
interview at one addross, comords wo malke if

It will, of course, help your Area Office to make avrangerents for
multiple interviews if you all keep the Cffice informed of the days on
vhich you ycurself are likely to be free.
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By institulion ve nean hot-ls, public houses, toarding
houses or hostels;  hoapits 012 people’s homas, nursiing
homes or prisons) schools, Collvr cooend other sinllar est-

ablishuents,

In nest cases, if there is an institution on your Address
List, you will have been given the name and address of the
institution and o copy of ithe rari of the Rlecioreld Registler
which shows al) the eleclors listed fer the institution, in
a fov cases you mny find a suall institution has been listed
on your address list in the noxmal way. )

Al an institution you should obtain a complele list of all
adulis aged 15 or.over living there, and, as with homes ih
are divided into flats or flatlets, you do wot need to get
the working details of everyonoe,  You jusl goi the full 11
and select & person(a) using the starting nuamter and imf_ v
number. Then you interview this person if he answers'yes o
-all the eheck questions when you actially contact bhim.

at

1,—

el

3
i
E

)

3

Please note thatl your list of aduis should include all in-
nates and also owners / managers / cavetekers ete. living at
the institution,

Hormally at an institution onc of the people in charge will
have a complete list of the peovle living there, Therefore,

to make your task casier, you should first estublish whether
such a list exisis and if sc ask pormission to inapect i,

I no such list ecxista or you are unable to see it, you sheuld
use your copy of the list of ¢lcclors as a basis from wihich
to begin, ssing out and adding names to thiz lisi

%

HE "M34 DAYY RULE

In 2131 that has been said so I©ar we have talked aboul poople "living et
the address”. In gome circumslances, particularly with institutions like
boarding houses and hotels, bul also wiih people who are away froan hore,
it will not be clear to ihe ltezpondeni vho should be cownted es fiiving

at the nddress'. The rule .here is that anyone coun s at a pa Ttlcqur
addros

(1) if they normally live there and are present when you make
your call
(ii) if they normally live there, ave away ab present, but_avc

expocted to relurn within 14 dava.

(iii) if they do not normally 11ve ihere but 9“c ]xVLﬁ" thern
cre
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you will find thal the addrens you have Leen
ouschold, However, Lhere ave four wain except-

ipied by one lic

£ o \ AY
Tencients (Sootlend only)

For tenenmenis your ddress list will give ¢ description of the

part of the tenrment we are interested in (e.r. under

VLECTORS Y it will be identified at Houues 5/?). You should

go only to the zccommodation inficated, The {irst of ihe two

figures indicules ihe floor and the second figure the nunber of
the thouse! slariing numbering from the lefi and continuing

¢lockvise, fThus 3/2 means thind floor, second 'house'! on

lef{ going clockwise,

You should go to the 'housc’ indicated =nd treat it 3

normn) way, excepl thet no namcs are given; so you wi
ask the person you contact to give you the names of &

eged 15 or over living at last thouse !,

Two houscholds shavine a dwalling :
I

Nowadays you find voung married couples living with their
parentis. If ihe younpg couples take ..cals with their parents
and pool the household oxﬁon“pn, they are considered ane hove.-
hold. 1f, on the other hangd, ithey budeet and cater separately
they form separate hogseholau.

Even if Lhey fora separale houselolds, when completing your

P - e e 143 . 3
contact cheet you sheuld lisi everyone ni ithe addresnn i.e.

bath houscholds. In such a case you will urobably be able
to et all lhe details about both households from the porson
you contact,

A house subdivided into flats/flatlets

Vhere the flals have been given a sepasate number or leiier
in tke Elecloral ﬂegister, your Address List will direct you
to a particular flatl and you then 1ist on your Contact Sheet
only the occupunts of that flat {e.g. ¥Flat 1, 16 King Street,
or 454 Queen Sireet’ .

..

.

However, wherc a house is subdivided into flats hut the
Electoral Register does not show separate numbers or 1 cetters
for each flat, your Address List will direcct you to the housc
and will list all the clectors from every flat., In SuCh cases
ve are interested in the ywhole address even if whon you gev
there you find the flats ave separately numbered or lettered.

However, the procedure at such en address is slightly easicor
for you., Here you obtain full informaiion on who lives there
but you do not nzed to obinin everyones'yorking details.

Using your contact sheet you cross out anyone not living there

and add in the of anyone not listed who is rged 19
o1 cver I"u’. 13\

there.  Then, havirg nusbtered everyone in
alyhatetical crder, you select for interview ihe perasen on the
starting nestoer.  The wdd 4o intervel numl i : is
anyone egzinst this numter vou selest thea for inie
Fatliey s P y e, ot - s H
wvhelhier you zetuslly take s interview or net depen wpoen the
person's snmuers to the check questions on the Tfrent of ihe
questionntire whon you actuzlly contact him,

",-:(\\_v'-y\’ye 1 ,
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T TONRATRE
Whe lqueslionnaire! is really a sed of documents which you will reguire
during the interview.
(i) Pirst 35 ihe main {whitc) gueiiionnaire giving the questions which
you are io ask of the respondent.

SR
, (ii) Then there are five sclf-completion queationnaires printed on
; celourcd paper, which you 111 be piving to the resyondent
' at various points in the intesview.

(5.33)

s o letter vhich the respondent is asked to sign, giving
ion for his emnployer 4o reveal certain detzils about his

._,
=
& @
M
-
c-: e

Aind lasily, there is a letter, which you Jeave at the end of the
intervies and whiich thanks the respondent for his co-operation.

The questionnaire, althoush perhaps longer than the mzjordity which you
use, is fairly straizhtforward but we would draw your attention to
the following pointsl

front page
(i) et thing lo notice about the front page of the gueslionnaire

e
that there is no place for you {0 record the name and adiress

of the peorson you interview, This ig intended lo reassure the

respondent that the answershe gives will remain anonymous.

Obviously, with no name and address, should the various documents
releting to a2 respondant hec me detached at any stage we have to
have some way of knowing which documents go topether. We need
three picces of information to do ithis @ the area code anl addrcss
serial nunber which are given con your addresg lists, and the

respo wno

nurbar, which is the number which you gave to the
reopon whe
Ve T e

l"‘""' w"“Q"l(? cnoyour contact cheet, T IS8
THERETORE INMPCHDANT THAT THE AluA COLE, ADDRLES SERTAL NUMDER
AND RESTCHDUNT IUMHIOR ARS RECORDED 0N ZVERY DOCUMELNT.

Please note thatl the way your record your uwn code rurber is
slightly different Crcm nommal. There arce four boxes in which
to record your four figure code number.

There is a box for yon to record the number of calls made at _thoe

address, The number we would like you to record is not the toiel

Tumber of calls made, but is the number of extra calls you had

to make lo obtain an interview with the respondsnt after you had

selected him/her 25 the person you wanted to interview. Tn;s

is not as complex as it may sound beczuse on the front of your

contuct sheet you wi have recoried separately in section 'B!

(Result of ezlls in interview) any extra calls you had to

make to interview person you relected, Thus, in the box

on the front of ihe questionnaire, give the number of calls which
u have recordel under Section '5H!' on the front of your contlzoi

sheet. If you wers able to seleci o porson and inlerview hin/hear

;

sirpight avway, then record 10! i the box on the questicnnzire.

on the guestionniire is fﬂllhr tHa. ihat giveﬁ

on y.. in
not pari
of "»’ Ty

Stees
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[
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e




from reapondent lo respondent - if you feel the person you are
tolking to 1s reluctant and needs to be given a fuller erpianualion
of tho survey ithen uwse ihe whole ef ihe Intredostion.

Chvicusl V, i the porson you talk to e
seleated for intervice, yea nno“ n=‘ n
you are frOm the University of S rling.

A
v
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—
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=
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() lefore you bemin the interview ask the 'check guociionst to
make absolulely sure that the parcon you ere abvour lo interview
ju, in facl, eligible for intervicw. This is dmportant because
in many cases the person you selecel for interview will not be
ihe person from whem you collected detnils at the contact stage
and so you could have been isiven some incorract inforinat

tion.
Do not take an interview if it cucrges that the person in not

e]¢p3b]oufber 811, and nake it clear on your coutact sheet thatl
this has occurred.

(vi) Be sure to rorord the starting time before beginning the interview,

‘Open-ended anestions .

There are & number of cpen-ended questions in this questiomnaire. We should
Jike to emphasise how impertant it jo on this surv y to RECORD LXALT
WHAT THY RUSPONDENT DAYS, (me1m<mng“wka?wrdcmﬂdnt}ea g1
of difference to the way we elassify the answer the respondent gave,)
AHD 1O VATT UNTIL YCU FINI HE HAS SATD ALL HZ JWUNTs TO S5AY BaFORL GOING
CH T0 THE HAXT UESTION,

[C-21

Monetary quesiions.

At gueslions which require a monetary answer we have made provision for
you to recori either an answer in decimal currency or an angwer in old
£8d money. FPleasc ve cureful to record answers in the appropriate pluces
derznding upon whether the respondent answers in £p or £sd teras.

.6a Please note thai although scme of the people vou interview mny
be part-time workers, at Q.6. we are interected in any fuil tipe

Job which they wmyy have had w1th arother employer in the act,
5 years.

2:9-0. .
Any type of paid work done by the respondent's wife/mother/mother-—
in-lew should be included, cven if she only worked a couple of
hours each week or, if she took in sowme kind of work at home.

Self-connlatinn tA! .

(Paxe & of auestionnuira)

There are five pages to nelf-completicn 'A' each of which covers
a different aspect of {he respondent's job. .

Use the explenation given on ihe questionnaire, help the respondent

. with the firot *itea! (”fduCiLutlnF )y and then tell hin : “Je don't
want you to think too much about each item - pul down your first
inpreasion” :



-

I you «

too long,

T4 56 Juporiuant ol you de podnd oo the
{o think too much beon
pome people can teke quite o e to coup

20

176

o dan b, wvant him

"
se e digcovered {rox the pilot that
ple ihis secilion,

the res roxlent vondering on o particular ilen for

rewind him: "IT you don't huve & first dmpression

cirele 'neither!

If you are
ihings up i€ you turn the puges for him 1nd/or irect
his attention to the aspect of his work covered on the page he
turns to (e.g. as he turns Lo pege (13), say "now your present

Lo specd

pay’).

sitting near to the responient it can also ho]p

+ Please ensure that the respondent docs answer for each iten,

Tinished.

Q.,15,  Alihough th

ejther by “watching bim as he goes through or checking when he hes

s quesiion tells the respondent pot to count lunch

) breaks there are sone paoble whose woges are quobed in such &
vway as to lead them to regard themselves as being paid fer lunch
breaks and hence they always think of their basic working week
as including lunch brccks. Should iv be apﬁarent inat this has
oceurred please meke o note to this effect oh the questionnaire.

Q.16. Fote that

1

the answer you code depends upon ihe reason the respondent

gives for hﬂVﬁn" time of £ BUT THIS DOES NCE MEAN THAT YOU SHOULD

ASK FOR

J¥T he says he has taken fime off and adds

of illnesa you code pe it

of " beeause bis employer maede him work shord
o5 & +

postion

Vl\

141

3 LEASON “OR SUGGEST A RUASCH 40 HIM.

nat this was because
ion '3Y; if he says had to tale tlime

3 bul if h imply says be ha

s i £f
~jves anolher reason apart from illness or short tim» you code
3 & ¥ J
1t
&

. postion

J

Q.21 In order to obrvain the reason for the amount of averiime that

vl

gspondents do in comparison wiith their workmates we have had to
use two sli

or less o

ve

then puard

chtly different quest1ons:3P the respondent works more
verting than his worlmates ask part {b) 'Wny is that?’
{2); if ithe respondent works the same amount of overtime

. £ 2 - s -
as his workmates ask part {d) 'I wonder why it ig that you ail -

“happen to work the same amount of overtime?' and then ask part

(e),

Q.26a  The ddf of the week which you should ask about is the day of the
week in which you are lnquV1CY~“h ( e.g. If youw are intervicwing
on & Tuesday: "that is since last Tuesday’ )

Self-cempletion

tR!

» (Page 11)

Check that the respondent has put one tick agw1n°t each itom.

Q41 This i

o
)

=
Rl

uestion where the list of ansvers which you can
tes a resrordent seying that the extra work he deeg
worg, BUPT TOU MUST EOT ASK HDM WHETHER OR HOTR IT

™ . Fa N

G.44b  We have not provided you with @ ylzece to code 'Don't know! as the

respon lent

nay ko

1

B

ray ¥now the type of @

-

iecn but net the smount, or

new nuch i deduetod but ol rnon what it is for. I

he dees not hnew any of the deteils, simply write in 'DLE.! in
the appropriate place.
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Q.50 "hts 15 Lthe first gqueslion in e gerdes about Lnrnﬂ, pic 3

T or incentive schemes, If the responient is on thig kind of
schene, after 3,950 refer to the schene in iho torma that he
uvees rather then repeating "borus, piece- vate or incentive
scheme! al each question, -

Sclf-completion 'CF
(, e ](,)

Check that the respondent has put one tick against ecach item.

Q.éé At ihis question you have o separate "cartoon" card to "how,

l
vhich is intendad to help respondents to wnderstand the ta
ossible pointls of view, but p]ezso TAKE THIS WJZ;TIGI SJO:LY
sc lhat the wesjonient zsan follow the reasoning as you £95
through., Then ALLOY HIN PLENTY OF TIME {o give you hisg answer.

Q758 After the ragpowﬂent has given you his answer check that there
has Yeen no confusien by deducting his answer from £1 and saying
"{that means you would be lefi with .........(pencc/shilljngs)
after income tax."

Allow him to change his answer il he realises he has made a mictake

Q.75  You should read out the list of answers given at this question i.e.
- say "Cun you tell nme how you .oached that figure ~ was it something
you read or heard about; someining you woired out from your ovm
pay slip, or somathing elss?"

€. 76,0.71
If the respondent does not know any detail urzta in 'D.K.' dn the

appropriate place,
kY

Self--compietion int
(1 Nifs) ?)} ‘

Check: that the respondent has put one tick apainst each ilem,

Household comrostion '

gfiﬁc 26) o

Be sure to check that the respondent has given you details
everyone in the household, whether or not they are working and

no Latter how young they are.

Q.83 If the respondent finds this difficult because there are nonthly
paid people in the household, please help hiin with his ealoulaticns.

QQQE Ingert the phrase "Do you know" when you nre not spsaking to the
head of the househald,

Q.90 The activities listed here nre 10i always 1aitually ny01u5~n¢, Tor
exanple, a responient could.he Yentertaining friends™ and "Zvinking
inoa pub"y if he tokes frionds oul for o drind, In such o czoe

we do not mind viich sctivity you code, as lung ag you only codo

R
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ona so that the mumber of hours and cost erce not double counted.

recnondent hos it one tick agail inst cach iten.

0.98 Yeu should code 'last in‘]]ﬂ produced! only if the recpondent
produces the last payslip he redeived (not just the nosti recent
one he can find).
¥hen he pives you the hours he worked confirm that he actuzlly
vorked that numher of hours, since if the respondent worked
overtime, say at double-time, his firm may double up the nunbexr
of hours he actunlly worked in overtime to calculate how wmuch
he should be paid.

Twnn jntprvnom .

temenber to give the respondent the "thank you' letier which
appears at the end of your set of documents.

This section deals with your assessment of the respondent and
his cireumstances and MUST HOT BR CQUPLETED IN PRCNT OF THw
. RESPONDIIT.

At point 6, make a note of any questions where you feel the answ.re
ves not 10D“1°Oht&ﬁive of what the respondent thinks and explain
why you feel this iz so. For example, you mpy feel he has
deliberately misled you at some point or that despite repetition

he has not fully understood the questien.’ .
J

Respondents witn two jobs .

Many of the questions refe» to the respondentts fwork! or 'job'!. (For
example, the Cfirst question asks him how long it takes him to get frum
home to work)., This poses no problem for the vast rajority of pzople
you will interview, since ithey will only have one job; or at most they
will have a rain joh which they work et most of the time and a secondary
Job which they do in odd hours at the weekend, in the evening, els., and
when you asx them about their work they will talk about their main
employmente .

Hewever, althoush rare, 3%t is ponsible for someons to have two jobs which
he regards as of equal inportance. I this should occur it will become
aepparent very ecarly in the interview - if il deoes net come up at the

first questicn it will emerge at 4.3 when you ask for delails of his

vork, Jn such cases you will hove to ru&e it elnap which iob we rnean

wvhen we tali about bis 'jobt or fuadn joh!, and the follewing riles

should e applicd to decide which job to count as Zis main oLt

Firstly if only once of his jobs fulfils the conditions given in the

'check cueciions® on the fiest yuge it ds; of courae, the one which fuifils
these conditions which we want to ilake as his madn job,

C e ey

(-]

Y mrand Vememas
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- When sending back your work I¥ 1S IMPORTART PHAT ALL DOCUMENTS

If bolh of his Jobs fulfil ithe condiitions given in ho "check questionst
then take the job at which he normally spends most hours in a week,

wvo yules above sti1l o not dsolate his Job! ok

Pinedly if the iwo x
eliout, thc job wivich he worked at Jast time he nont to work,

hiim to talk

Having established the 'main job! which you will be asking azbout for
nost questiens, the oihier job held by the respondent should bhe coveorad

Tet Q03U Lo 0.45.

Specind Circunstances

Having conducted a number of pilet interviews for this survey, we have
beenr able Lo warn you oly and tell you hew to handle, a few spocial
circumstances which may arise during an intervisw, As with any suvvey

peoples! circumeisnces vory oo much that we cannst anticlipale, «nd give
you rulduacc on, every possible sct of circumstances, Therefore, I¥
AT AHY POIVT 1M TS INTERVIZY YOU ARS IN BOUBT ABOUT A PARTICULAR ANSWER

PLFASD MARS A NOTE OF 138 CIRCUMSTANCES O THE CURSTICHENAIRE so that
we can make a decision when we examine ithe interview.

DOCUMENTS FOR BACH ADDRESS

RELATING T0 A PARTICUILAR ADDRESS ARD KEPT TOCHTHER, With

SIUAD ST

addresses this simply means putiing ithe °tag® back through the
nai

vhite que; tionns

il

3 3 - Pyl [ T ey | [ IS
l» complot:qu chegts and employor's letuer,
5

sheet on the front.

I8 TWO INTERVIEWS are conducted at eny addrecs RUSURE THAT THE TU0
Ly

TWPEEVIEWS ARD SRECURELY ATTACHED 70 RAQH OTHRR AND TO THUIR TONTACT
SHE®T. The easiest way is probably tu pul one of the 'tapgs' xight
through the two lntE”Vlﬁkue -

3
LETTERS OF THTRODUCTION ‘

You should £ill in your own name on your ‘Letiers of Introduction'
These lelters replace your BMEB idcntification cards, and should be
used where you feel the respondent requires verification of who you
are or what thlie survey is for. '

SRy )
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