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ABSTRACT

The dynamical effects of the worker’s ”resistance” to wage cuts during phases of high unemployment are
investigated within a "realistic lahour market” Goodwin-type model. The long term predictions are striking,
especially if compared with those of the original Goodwin’s model. First, contrary to the original Goodwin's
model, a higher worker’s resistance leads to higher wages. Second, contrary to common sense, the resistance of
the workers to the wage flexibility plays a stabilising role on the economy as a whole.

* Codici JEL: E3, JO, J23

1 Introduction

In the renewed interest for the growth theory, the most influential non-orthodox model of growth with cycle
is still the celebrated Goodwin's model. In this paper we study the role played by the working class in the
struggle for the wage determination or in other words hy the workers’ resistance (WR afterwards) to wage cuts in
phases of economic crisis {(such as phases characterised by a high unemployment rate), within the framework of a
“realistic labour market” Goodwin-type model (Manfredi and Fanti 1999a,1999b,2000). As known, in the original
Goodwin’s model the dynamics of the population and the supply of labour are exogenously given; but already
since the Malthus’ time the effects of the economic factolrs on fertility and mortality have neatly been recognised.



Our "realistic labour market” Goodwin’s model aims to start fill this gap by endogenising the formation of the
labour supply in & manner which takes into account the effect of age structure as weil as the positive relation.
between fertility and wage according to a classical Malthusian view. Malthusian fertlhty is oertamly appropriate
in historical epochs; mereover it is still vahd in severa] cases, in the developing world, and seems also consistent = -
with some modern western fertility patterns, such as the Sweedish case (Hoem 1999).! 'As showed in Manfredi -
- and Fanti (1999b,2000) our Goodwin-type framework is capable of generating sustained oscﬂlatlons and complex o
dynamics as well. In sum, our framework appears to be the ” demographically appropriate” environment in which
. to investigate the role played by selected labour market hypotheses and parameters, such as the role of the workers’
. resistance. So far the investigation of the effects of the intensity of the class struggle on the economy has been done E
. by Balducci and Candela (1982). Their moclel is very detailed in what concerns the wage determination, but does
not take seriously into account the process of formation of the supply of labour. Moreover, their parametrisation *

of the wage dynamics is different from the original Goodwin's one, which on the contrary, is fully mantained in .‘ .

the present work.  This paper is specifically aimed to investigate the static and dynamical role of the workers’
resistance, as measured through one of the two parameters on the Phillips curve, which is a basic ingredient of
the ongmal Goodwin’s model. We could show that the autonomous resistance: of the workers may be succesfull
in increasing the long term wage, and, surprisingly, in favouring the stability of the economy as a whole..

The present paper is organised as follows. Section two recalls the main features of the classical Goodwin’s
model, and the role of the WR. Section three introduces first our ”realistic labour market” model, snd subsequently
studies the main static and dynamical effects due to the workers’ resistance with special reference to stebﬂlty and '
genera.tlon of persistent oscillations.. Conclnswe reme.rks follow in section four. : :

2 - The classmal Goodwin’s growth cycle: static and dynamlcal role
of worker’s reSIStance ' : :

The Goodmn ] model (Goodwm 1967), sometimes known as the Lotka-Volterra-Goodwin (LVG) model, is
descnbedby the system : . ' R R e
L@t +ol - L e gy
g Em - V) - (atn,). | | SRR
where U = U(t) is the employment rate at time ¢, defined as the ratio between the labour force actua.lly employed
L(t) and the supply of labour N,(t), while V = V(¢) is the distributive share of labou.r, given by the ratio .
~w(t)L(t)/Q(t), where w is the real wage and @ the total product. V can be expressed as: V = w/A where A4 is
the average productivity of labour. Moreover v > 0,p > 0 are characteristic parameters of the labour market,
m > 0 is the output-capital ratio, and e > 0,n, > 0 respectwely denote the rate-of chauge of the productivity of
labour and of the labour supply. The assumptions underlying (1) are: i)the labour market is driven by the Phillips
relation: w = w(~y + pl'} (0 < v < p); ii) the accumulation rules are such that: a)the wage earners do:not
save, b)profits are entirely reinvested, c)the technology is Leontief-type, d)the capital output ratio K/Q = m~!
is constant. Thanks to assumptions a},..,d) the rate of growth of the output g = Q/@Q obeys: g =m(l— V) > l;
iil) the supply of labour and the productivity of labour grow exogenously at the constant rates n, > 0 and o > 0.

"~ Model (1) describes a typical Lotka—Volterre system in which the Iabour share acts. as the predator of the -
employment (the prey).. In particular, when m < o 4 n, the system has as a unique equilibrium the zero
-~ equilibrium Eg = (0,0) which is globally asymptotically stable (GAS)?. Viceversa, provided m > a+ng, system (1)
exhibits the traditional Lotka-Volterra conservative oscillations around the positive equilibrium B, of coordinates:
=(a+v)/p Vi ={(m - a~n,)/m (notice that E; is economically meaningful provided p > o+ ). The

L'We are aware of the fact that mslthusian fertility is just half of the story. Inu a fmflu oming paper (Fanti and Manfredi 2000) we
have also considered the role played by the so called post-clussical fertilify-incowe ro lntiouskip (Dny at al, 19809).

2The stability of the "zero” equilibrium corresponds to a situation in which acewmulation i too weak to permnit the l)nf.h of n
"structured” economic activity, as stated by a labour market plus a production structire,



' equilibrium values U1, V) are the average values of (U, V) during the fluctuation period.

2.1 Consequences of worker’s resistance

This work is concerned with the effects of the worker’s resistance, as measured by'the ~ parameter in the
Phillips’ relation. The correct interpretation of y may be given by considering the special case in which employment
is zero (U = 0). In this case: 1 = —yuw, implying that the real wage goes to zero with a speed given by +. Hence
the reciprocal of +y is a true measure of the worker’s resistance, which may be taken as a praxy of the level of the
power of the trade unions in the economy. The idea implicit in the equation % = —vw is that the wage is an
independent variable in the economy, as it was the case in Italy during the seventies and at the beginning of the
sighties. In our opinion the traditional ” purely wage targeting” trade union is faithfully represented by the former
equation, which represents the "wage-norm” theory of the sociological literature of the labour market (and which
is parametrised by +y in the linear Phillips equation). The second characteristic parameter of the Phillips curve
(p) measures, coeteris paribus, the sensitiveness of the rate of change of the wage to changes in the employment

‘rate. In some sense it summarises the effect that the conflict between capita]ists and workers has on the growth of
- wages. In other words, a prescribed + mplies a certain level of the unions’ power, whereas a prescribed P implies
B certain level of (reciprocal) aggressiveness of the workers as well of the ca.plta.hsts. '

Let us consider both the static and dynamical effects of worker’s resistance. The inspection of the (positive)
equilibrium values of the employment level and the labour share shows that -y positively affects the equilibrium
value of the employment, whereas it does not affect neither the long term wage nor the the labour share. The
dynamical role of v may be evidenced by considering the small linearised fluctuations around E;. Even more -
general information is obtained by studying the effects of -y on the "ovoidals” which define the phase-plane solution
of the LVG system. As well known, such a phase plane solution is found by dividing the U equa.txon by the V
equation and sulta.bly rearranglng terms, obtammg

S R

plU—-Uh) = —m(V—'Vl)g:

Afetr integration we get .
pU~UloglU)+m(V—-WVlogV) =

It is so easy to draw the effects of the worker’s resistance, which are depicted in fig.1. When the worker’s
resistance increases (i.e. vy is decreased), the amplitude of the oscillations dramatically increases (a fact that is
usually considered socially undesirable). This effect may be classified as a *destabilising” effect of the WR (and
in fact it is usually, though not always so, even in broader classes of LVG-type models).

Fig. 1. Sensitivity of the amplitude of the LVG oscillations to the WR parameter

3Balducci and Candela (1982) used n different parameter (o) that they called "degree of conflict”. In many cases o 'is identical to

We believe that, contrary to Baklucei and Calela, neither o nor p actually define true measures of the degree of aggressiveness
of the trade unions, Rather they moamre the degree of the social coutlict. The possible destabilising effect played by this parameter
cannof therefore be ascribed only to the trade nuions, but, rather to the overall confliet between the two social parts.

who studied in depth the dynamical role pinv:-d by p. Vice-versa they did not paid much attention to the role of 4, which in their
maoddel was hidden by a quite more wmpl(-x formulation of the wage dynamics egquation. .



| 3 . Counterintuitive effects of worker’s resistance: results from a
”realistic labour market”_ Goo_dwin-type .model |

We now further mvest1gate the role of the workers’ resistance by studying its effects within a ”realistic labour
market” Goodwin-type model (Manfredi and Fanti 1999a,1969b,2000). In the original Goodwin’s model (1) the
rate of change of the supply of labour n, is fully exogenous. Qur “realistic labour market” framework considered
here enriches the original formulation by conszdermg a.) age structure effects, b) wage related fertlhty, along &
'clasaxcal ma.lthusm.n relatlon, :

- T_hje. ”realistic labour inarket” -Gobdﬁrin’s model

As B ﬁrst step toward’ more realism the total supply of labour at. time t, N;, may be defined as the product
between the total number of individuals in the working age span N(t), and the participation rate s(t): N,(t) =
8(t)N(t). In this paper we disregard participation effects (considered in Manfredi and Fanti 1999b), by putting
5= 1. (everybody in the work age span offers his/her labour force), and concentrate on the rate of change
of N(t),which will be defined as n (t). Following Manfredi and Fanti (1999a,b) the overall partial differential
quatmn describing the population process is collapsed in a three-stage structure aimed to represent the most
Trelevant stages of the individual life-cycle: pre-work ages ("young”), working age span ("adult”}, retirement (let
is°call them stage 1, stage 2 and stage 3 for short). We assume that only adult 1nd1v1duals contribute to natahty :
-Table 1 reports the descnpiuon for the mvolved demogra.phm pararoeters.

[ Parameter Name Description
Py, o, iy mortality rates iu stages 1,2,3
.M rate of transition from stage 1 to stage 2
(rate of entrance in the labour force)
vy rate of transition from stage 2 to stage 3 |
" (rate of retirement)
' _ rate of fertility of adults

Table 1 Demographic pmﬁméters employed in the model

Und.er. the assu:uﬁption that all the demographic rates of table 1 are age-independent, the rate of change n(t)
" of the populatlon in the working age span (details i in Manfredi and Fanti 1999b) follows the ordinary differential
’ equa.t:on . :
: n={-1) [n2 + Pn— B(w,U)] - (2)
. .ﬁhere: ‘ ' :
: Pw=(p+un)+(pe+w)>0; Bwl)=ubwl)-Q; Q= (#1 +'v1)(#2+02)>0 (3)
In pa.rtzcula.r b{w, U) denotes the fertlhty rate in the overall population. The following form has been chosen:

b= b(w, U) = be(w)U + by(1 — ) | (4)

“where be(w) denotes the fertility of the employed individuals and b, the fertility of those who are unemployed.
The previous relation defines the overall fertility rate as the weighted average of the fertility of employed and

_ -4 A wimilar approach is followed in Feichtinger sl Sorger (1989), though they dod not make any explicit reference to the underlying
populﬂ.tmn PDE, whereas our model has heen derived via suitable assumphouﬂ on the hasic PDE. Moreover they did not derive an
equahon resembling o our equation (2). :



i employed 1ndw1c[ua.ls welghted with the employment and’ unemployment weights. Such a relatlon -which pos-
ulates heterogeneous fertility behaviour of employed and wnemployed individuals, is theoretically we]l motivated
1 Goodwm—type frameworks, where structural unemployment is the rule. In partlcular we postulate that only
e fertility rate of the employed is wage-related, along & "malthusian” relation (i.e.: fertility is a non decreasing
function of the wage), whereas the fertility of the unemployed is exogenous. Our relation (4) is certainly appro- -
mto in historical epochs. Since the start of the demographic transition this relation has been often reversed, for -
ample explained on the basis of the substitution of " quantity” of children for their ”quality” (Barro and Becker -
989) Nonetheless it is certainly still valid, in several cases, for the clevelopmg world, and seems also consistent
th modern western observed fertility patterns, such’ as the Sweedmh case (Hoem 1999) For SlInp].lClty here we
'hm1t our analysis to the case in which be(O) = bu '

By. embeddmg {2) (3)—(4) within the model (1) we arrive to our final model, wluch is deﬁned by the three o
'te equatmns in the variables w (the real wage), U, and n: '

Um-wy-m. )
no= (-1)[n? +P:n—B('wU)] o C
us (4) a.nd (3) The cho1ce to use the real wage rather than the labour share has been motivated by a need for -

lmphmty as growth was not our central concern here we put for simplicity & = 0, and rescale to one the &verage :
'roductmty of labour (so that in tlus case w a.Iso represents the labour share of the economy) '

.
i

_fI‘he system (5) defines o ﬂmble demo~econofmc framaworlc, the potential applications which go beyond.
"odmgl_-j_:ype economies: for instance it is directly applicable to the Solow’s neoclassical growth model..

-.'3"23‘_‘}_’_'_Properties of the;_ "realistic labour markei:” model: _the equilibria

'.We sketch the main properties of the model (5). For other details see Manfredi and Fanti (2000) The a.na.lysls
f ethbna shorws that the system (5) always has an equilibrium £y = (0,0, ng), where

( P+ﬂm)

It holds rio Z 0 depending on whether R, “' 1 where RY is the Net Reproductmn Ratio of the unemployed
part of the population. A local stability ana.lysm about Ey shows that as in the basic case without age structure,
gtability and instability of Ep essentially depend on the mutual magnitude of the accumulation rate m and the
< rate of growth of the population ng at zero wage and employment. When ng is negative (i.e. when: R¥ < 1)
R then Eyq is always (trivially) upstable as a consequence of population decay (as in Goodwin’s model) When ng
T posutwe (i.e. when: Ro > 1) nontrivial instability appears when m - ng > O

_ Moreover it is possible to show that as long as b, (0) = b,, the system (5) admits at most one strictly nonzero
v ethbrlum E1 (wl, Ui, n), where U == /) = v/p, whereas. wy,n; are tho positive solutions of:

m(l —w)-n=0 7 n?+Pn- B(w,Uy) =0

" 'The 'following proposition on the existence of equilibria'ilolds (Mé,nfredi and Fanti 2000):

; 5The equality between the for tility of cuiployed and unemployed when the wage is very "low” nnpheﬂ a strong "symmetry”. When

“ this symmetry ig broken down (Manfrodi aud Fanti 2000) more complex dyuamical facts, naumnely cheotic oscillations, appear, it

" particular by allowing be (0) < by. ‘This latter situation (fertility rabes of the 1111(-1111)loyed which are higher than those of the employed

- at low wage levels) can well be justified in doveloped countries u:mtlmg to a microfounded "view” & Ia Becker (1960) in which the

| opporttunity-cost of the wage nnd preference for child quality play an unfavomrable role for the fertility both of the wage sarners and
" of the'middle-class (that ia the etuployed individunls). This view is ohviously opposite to the malthusian one adopted in this paper.



PROPOSITION 1. When the fertility of employed individuals ot very low wages is identical to the fertility of
unemployed, the system (5) a.iwa.ys admits the zero equilibrium Eg = (0,0), which 48 a saddle point or a stable
node depending on whether: m 2 ng. Hence, unless the fertility of the unemployed is implausibly high, the zero
equilibrium is unstable and the condmon for the economic take-off is met. Moreover as long as Ey is stable the
system can not have positive equilibria. Vice-versa, when m > ng, Egy becomes unstable. At the same time a
positive equilibrium Ey appears, which is economically meaningful provided that n (1,Ur) > 0, i.e. ‘provided that
influence of wage on fertility is capable io generate population growth at leaat when the’ wage is set up to its
magzimal value.). :

3.3 Propertiés of the ”realistic labour market” model: stability analysis of the
positive equilibrium under linear fertility a '

For simplicity, the fertility schedule of the employed is now taken as linear: b,(w) = cu+c1w co > > 0, c; >0 We
point out that our conclusjons are unaffected if we choose a general monotonically i mcreasmg (possnbly saturating)
function of the wage. As in this paper we assume cy = by, we have .

be(w)zbu'fcl'w by 2 0, cl.>0. C | ’ B (6)

The positive equilibrium E;, when it exists, has the explicit coordinates:

- ‘ 1 2 —\ _
U =% jwy = mmnl =g ( (P+ -UI—CI—U1) \/(P+ kdka U1). +-4(U1b(1,-U_1) - Q)) _ (7)

The following facts hold:

an on, Onq Om 6n1 dng RN S
| %70 Wm0 e H 0 5 >0 & _<_0 _ | ®)
The local stability analysis of E; leads to the following stability condition . _ _ _
2+ Peq>0 : ' S ()

In our prev'lous work (Manfredi and Fanti 2000) the stability cond.1t10n {9}, and the involved bifurcation problem, -
has been studied by using the age of entrance inito the labour force as a pwotal hlfurcatlon parameter Here we
discuss the rema.rka.ble role played by the worker’s resistance.

3.4 Effects of the worker’s resistance

Here we consider the static and dynamical role played by +.

3.4.1  Steady state effects

For what concerns equilibrium properties, in our general model (5), v continues to determine the equilibrium
level of employment (U; = «/p), as in the original Goodwin’s model. The important difference is that now «
affects the equilibrium level of the rate of growth of the supply of labour, and hence of the real wa.ge as well, as
clear from (7):
e~ 1
As Ony /By > 0 from (8), a larger worker’s resistance (i.e. a smaller value of «y) implies a larger (equilibrium
value of the) wage. The following proposition is a direct consequence of a comparison of (7) with the equilibrium
results in the original Goodwin’s model: ‘



: PROPOSITION 2. Whereas in the Good'wms model the WR only affects the rate of employment, in our *realistic
“labour market” model the WR has also an effect, via its influence on the rate of growth of the supply of labour,
n the wage (and hence on the labour 3ha,'r'e) More specifically, whereas in the Goodwin’s model a high WR is not
‘_pable af defending the equilibrium wage, we find that the WR is successﬁd in order to raise the wage.

_ The interest of thm counterintuive result lies in the fact that provldes completely new results compared to
revious works on the wage struggle in Goodwin-type economies, such as Balducci and Candela (1982). Balducci -
d Candela found a very negative result for the working class: ” Il risultato della nostra analisi & assai limitativo
er la elasse dei lavorators. Infatti, una maggiore conflittualitd sociale si risolve alla lunga in una magggiore dis-

- oeeupazione senza aleun vantaggio distributivo...” (Balducci and Candela 1982, p. 115). 6 But their interpretation
he wage conflict was purely based on the role of the p parameter of the Phillips curve. The analysis of our
ahstm labour market model shows that the other ‘way round may be true: a working class having the wage as -
sonly target, is not only successful in raising its own wage, but can, as we shall later see, increase the sta.blhty
f 'the economy as a whole. In addltxon, the two followmg facts seem to be worth to be noticed: :

REMARK 1 The fact that, as previously showed, dw1 () /dfy < 0, agrees with the known empirical fact that
'cquntmes with strong trade unions have higher wages. On the contrary, the amgmal Goodwin’s model and several
fii,ts 'ua.ma.nts h.a'ue no pred.ictwe ability on th_zs sty!zsed Jact. ‘

REMARK 2. The fact that dna () /dy >0 suggests that countries with a 'very strong working class tend to .
: _the first in experiencing a reduction in the rate of growth of population. This has been observed. in the case af
',E’ngland an.d other we.stem countmes

42 _ D-jrnamical effects

" Let usnow consider the effects of v on the stab1hty condition, i.e. let us look at the dynannca.l &Cthn of the .
WR. Let s wnte the sta.blhty condition as _
' H(y) > -(10)
. where H (v) = 2ny (v) + P. The (8) implies that the function H (v;..) is a strictly increasing function of +.
"’ Moreover H (0) > 0. The form of the stability region in terms of +y therefore depends on the shape of H” (). It
SR 1 p0351ble to show that H is a concave function of v, therefore implying a umque gtability smtch 4

| _.'I‘he f_ollowmg proposntlon ‘therefore holds (we omit the proof for brewty):
. P_ROPbSITION 3. Given the shape of the H () function, then a threshold value v* exists such that the By
equilibrium 18 LAS for v < 4* and, vice-versa, is unstable for v > ~*. The threshold value v* (which is the unigue
o .solut_z'on‘ of the. equation H (y) ~vy=10)is a Hopf bifurcation point for E. '
: ‘_ o The content of the proposition is illustrated in fig. 2. The function H () lies above the 45° line in the interval
(0,7%), and below it for v > +*. Therefore, the WR has a sharp stabilising effect on the economy: when 1 is

. small, stability tends to prevail. A larger WR 1mphes a smaller v, and hence that the system Wl].l lie more far
a a.pa.rt from the instability région.

Fig. 2. Stobility regions and bifurcation in the realistic labour market LVG model

as functions of the worker’s resistance.

8We do want enphasise the differcnce hetween Balducei and Candela's results and our ones, in that the parameter they use to
mensure the strenght of the nnions is different fron our one,
. -TFor sake of brevity we omit the proof, whicl is svailable on request.



4 Numerical results

The fact to know that a Hopf bifurcation exists nothing says about the stability properties of the involved
periodic orbits, i.e. it does not say whether the bifurcation is supercritical or subcritical (i.e. whether the periodic -
- orbit is locally stable or unstable). Unfortunately the investigation of the stability properties of periodic orbits
emerged via Hopf bifurcation at dimensions greater than dimension two is a hard task (Marsden and MacCracken
1976). Moreover the predictions of the Hopf theorem are local in nature: they nothing say about global behaviour.
-We therefore resorted to numerical simulation to clarify the stability nature of the Hopf bifurecation occurred at
~ the point v = v*. The simulation shows that the Hopf bifurcations is supercritical for v* < v < Ysuprg Where
Ysuprr is the upper bound of the set in which stable limit cyclés are observed. Moreover, it ‘does exists a

subcritical window gy, < vy < 4* where unstable limit cycles emerge. This is at all coherent with the stabilising -

effect of the WR: starting from a stable situation, when the worker’s resistance decreases, a subceritical bifurcation
emerges, generating a so-called corridor stab11_1ty situation (Leijonhufvud 1981), in whlch the local stability of
the equilibrium is guaranteed, though only in a neighbouring corridor of unspecified size. Further decrease of the -
WR of course generates stable sustained fluctuations of the economy. Finally, when the WR is decreased below
a further threshold, global instability arises. :

We illustrate the sctual working of our model by resorting to a concrete example, in which; just to reduce
complexity, we concentrate only on the dynamical effects of the WR () and keep constant all the remaining -
parameters. In the following experiments we set p = 0.6, m = 0.2, v; = 0.08 (corresponding to an average age of
entrance into the labour force T' = 1/0.08 = 12.5 years), vy = 0.02, u; = g = 0.01, ¢p = by = 0.05, ¢; = 0.1.
As initial conditions we set: wp = 0.88, Uy = 0.175, ng = 0.02. For a large WR. (y = 0.04 in our siroulation) the
system converges to a stable equilibrium with damped oscillations (fig. 3,4). The observed equilibrium values are
Uy = 0.06, wy = 0.90, ny = 0.021. For a lower WR (y = 0.17 in our simulation), the system is destabilised and a
stable limit cycle appears around the observed equilibrium values Uy = 0.27, wy = 0.87, ny = 0.03. As expected a :
lower WR destabilises the system; the long term wage share is reduced, and the rate of growth of the populatmn :
is higher.

Pig. 8. Convergence to the equilibrium in the 2-dim phase space (U, w) (y=0.17)-
Fig. 4. Convergence to the equilibrium in the 2-dim phase space (U,n).(y = 0.17). -

Fig. 5. Convergence to o stable limit-cycle in the 2-dim phase space (U, w).(y = 0.04).

Fig. 8. Convergence to a stable limit cycle in the 2-dim phase space (Uyn).(~ =0.04).

5 Conclusive remarks

This paper shows some unexpected effects of the workers resistance in a "realistic Goodwin-type labour
market model”. The main long term result is that while in the original LVG model the WR only affects the rate
of employment, in our extended model has also effect, via its influence on the population growth, on the wage.
In fact, contrary to the original Goodwin’s model in our formulation the WR is sueccessful in achieving long term
wage increases. Moreover the resulis of our model agree with two main stylised facts: countries with a higher



WR (and possibly with strong trade unions) exhibit (Engla:nd is the most unportant exa.mple) a) l-ugher wa,ges
Jdower rates of growth of the popula,tlon .

.Even more interesting appears the role played by the WR on the system’s stablhty while in the original |
LVG model and perhaps in the common sense the resistance of the workers to wage flexibility is destabilising, in
_our model such a resistance has a stabilising effect. Moreover in our model Goodwin’s conservative oscillations
are: lost,: and persistent stable oscillations appear via Hopf bifurcations when the WR is low. Furthermore the
mmla.tions _reveals that unstable imit cycles exist when the WR is high, so that "corridor” stability prevails,

We conclude that the addltlon of endogenous populatlon grcrwth to the original Goodwm s model may mod:fy
the dynamic behaviour of the economy substantially. More specifically the existence of an autonormons resistance
of the workers in the determination of the wage can better the wage as well as favour the economic stability. In
gimple words; a purely wage targeted strategy by the working class, is not only successful in defending the wage,
but also has strong stabilisation effects, and therefore is beneficial for the economic sysiem as a whole.
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