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The term “employer of last resort” recalls the role of the central bank as a lender of last resort, and operates on a similar principle. The government, through the JG, acts as a “market maker” in labour - it sets a price at which it will buy any quantity of labour for any period of time. The result is that a stock of unemployed workers is replaced by a “buffer stock of employed labour” (Mitchell, 1998: 549; italics mine) that responds to the health of the broader labour market in a countercyclical way. It stabilises the price of the “buffer stock” - it restrains wages growth during expansions (by disemploying workers from the JG) and prevents wage declines during slumps (by hiring workers) (Mitchell and Mosler, 2002). The JG creates a reserve army of labour, but one actively deployed in productive activities.
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