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Lower the rate of income 
tax for low paid jobs

Works by reducing the 
marginal rate of tax, so 
it’s worthwhile for the 

unemployed to get paid 
work and maintain 

income levels

This policy is particularly 
beneficial if people can 

retain some of their benefits
at the same time as 

benefiting from lower 
income taxes

This policy may be 
particularly beneficial for
those seeking part-time 
work e.g. mums, where 
take-home pay can be 

low anyway

May cause employed 
people not to seek 

promotion and enter a 
higher tax bracket if they 
can pay less tax in lower 

paid jobs – this is inefficient

Could increase the size 
of the government’s 

budget deficit (although 
it depends on the 

Laffer curve)

Reduce JSA Increases the incentive 
to find a job by increasing 
the income gap between 
paid work and benefits

Reduces the size of 
the government’s 

budget deficit

May stop the unemployed
being less fussy about 
the type of job they are 
willing to take, filling 

jobs more quickly

The unemployed may 
not have the right skills 

for the jobs that are 
available, and so may still 
be unemployed but with 

even lower income

The unemployment could 
be due to recession and 

so there may simply be no
jobs available – the lower

benefits could just 
increase poverty

Reduce the base rate 
of interest

Works by increasing 
aggregate demand, 
therefore increasing 

demand for labour and 
moving the economy closer 

to full employment

This policy has also had 
the unexpected effect of 

reducing the value of 
the £, making exports 
more competitive and 
further boosting AD

Particularly useful for 
cyclical unemployment 
that affects the whole 

economy

High street banks may 
not pass on the lower 
rate of interest to their 

customers, reducing the 
effectiveness of 

the policy

If there is a lack of 
confidence then lower 
interest rates will not 

incentivise spending as 
people will still choose to 

save “just in case”

Increase the money 
supply (e.g. perhaps 
through quantitative 

easing)

Works by increasing 
AD as people have more
money, therefore moving 

the economy closer to 
full employment

Theoretically an easy-to-
control policy as money 

can be added or removed
from the economy quickly 

by the Central Bank

This is a relatively 
quick and straightforward

policy to implement

May not work if banks 
simply hold on to the 

additional money rather 
than allow it to flow 
around the economy

Can cause significant 
inflationary pressure, 

which may reduce real 
wages and reduce the 

supply of labour

Increase availability of 
education and training

Works by providing the 
unemployed with the 

necessary skills to fill the 
jobs available, reducing 

structural unemployment

Can also have the effect 
of improving the quality 
of goods and services, 

boosting competitiveness 
and fuelling domestic 

demand

Also improves the long 
run growth potential 

of the economy, which 
allows economic growth 

without inflationary 
pressure

It can be difficult for 
the government to know
which skills are in short 
supply and to provide 
appropriate training 

courses

May incur a large 
opportunity cost, such 

as spending on healthcare
which could also have 

helped to reduce 
unemployment

Reduce red tape for 
starting a new business

Works by encouraging 
the unemployed to become

self employed or start 
their own business, or for 

new businesses to 
employ more

Could have a strong 
regional effect, especially 

if supported by local 
enterprise hubs/groups

Minimal pressure on the 
government’s budget

60% of businesses fail 
in the first 5 years so may 

not be good long-term 
solution

People still need to have 
relevant business skills 
and training to set up 

their own businesses, even 
if paperwork is reduced


