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INTRODUCTION

Unemployment and Underemployment is Volume 470 in the ‘Issues in Society’ series of educational 
resource books. The aim of this series is to offer current, diverse information about important 
issues in our world, from an Australian perspective.

KEY ISSUES IN THIS TOPIC
As Australia’s economy recovers from the coronavirus pandemic, jobs growth is bouncing back in most sectors, in 
spite of disruptions from lockdowns and many workers being based at home. Meanwhile, the recent modest rise in 
the JobSeeker payment has been broadly criticised as insufficient to help recipients find work and keep up with the 
costs of living, entrenching financial stress and mental distress, and affecting motivation and skills.

Of additional concern is the rate of underemployment, which has overtaken the jobless rate. Most new jobs 
being created are in part-time, casual or insecure gig work, affecting a higher proportion of young people. 
Is job insecurity now the norm for many Australians?

This title explains the fundamentals around the measurement and types of unemployment and reveals who it most 
affects. It also examines the latest employment trends and impacts of casualisation on job security. Government 
policies and social sector strategies for tackling the economic and social consequences of unemployment and 
underemployment are also featured. Finding a job, and indeed enough employment, can be hard work in itself.

SOURCES OF INFORMATION
Titles in the ‘Issues in Society’ series are individual resource books which provide an overview on a specific subject 
comprised of facts and opinions.

The information in this resource book is not from any single author, publication or organisation. The unique value 
of the ‘Issues in Society’ series lies in its diversity of content and perspectives.

The content comes from a wide variety of sources and includes:

 h Newspaper reports and opinion pieces
 h Website fact sheets
 h Magazine and journal articles

 h Statistics and surveys
 h Government reports
 h Literature from special interest groups

CRITICAL EVALUATION
As the information reproduced in this book is from a number of different sources, readers should always be aware 
of the origin of the text and whether or not the source is likely to be expressing a particular bias or agenda.

It is hoped that, as you read about the many aspects of the issues explored in this book, you will critically evaluate 
the information presented. In some cases, it is important that you decide whether you are being presented with 
facts or opinions. Does the writer give a biased or an unbiased report? If an opinion is being expressed, do you 
agree with the writer?

EXPLORING ISSUES
The ‘Exploring issues’ section at the back of this book features a range of ready-to-use worksheets relating to 
the articles and issues raised in this book. The activities and exercises in these worksheets are suitable for use by 
students at middle secondary school level and beyond.

FURTHER RESEARCH
This title offers a useful starting point for those who need convenient access to information about the issues 
involved. However, it is only a starting point. The ‘Web links’ section at the back of this book contains a list of 
useful websites which you can access for more reading on the topic. 

This e-book is subject to the terms and conditions of a non-exclusive and non-transferable LICENCE AGREEMENT between
THE SPINNEY PRESS and: Sandringham College, Sandringham, contact@sandringhamcollegelibrary.com
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CHAPTER 1

Unemployment in Australia

Chapter 1 Unemployment in Australia 

Unemployment: its measurement and types
AN EXPLAINER FROM THE RESERVE BANK OF AUSTRALIA

The unemployment rate is the most commonly 
used indicator for understanding conditions in 
the labour market. The labour market is the term 

used by economists when talking about the supply of 
labour (from households) and demand for labour (by 
businesses and other organisations). The unemploy- 
ment rate can also provide insights into how the 
economy is performing more generally, making it an 
important factor in thinking about monetary policy.

This explainer outlines two key topics related to un- 
employment.
	• How is the unemployment rate measured?
	• What are the main types of unemployment?

How is the unemployment rate measured?
Unemployment occurs when someone is willing 
and able to work but does not have a paid job. The 
unemployment rate is the percentage of people in the 
labour force who are unemployed. Consequently, 
measuring the unemployment rate requires identify- 
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ing who is in the labour force.
The labour force includes people who are either 

employed or unemployed. Figuring out who is empl- 
oyed or unemployed involves making practical judge-
ments, such as how much paid work someone needs to 
undertake for them to be considered as having a job, 
as well as actually counting how many people have 
jobs or not.

In Australia, the Australian Bureau of Statistics is res- 
ponsible for collecting labour market data. The ABS 
conducts a survey each month – called the Labour Force 
Survey – in which it asks around 50,000 people about 
their participation in the labour market.

As part of this survey, the ABS groups people aged 
15 years and over (the working-age population) into 
three broad categories:

	• Employed – includes people who are in a paid job 
for one hour or more in a week.

	• Unemployed – includes people who are not in a 
paid job, but who are actively looking for work.

	• Not in the labour force – includes people not in a 
paid job, and who are not looking for work

This can include people who are studying, caring 
for children or family members on a voluntary basis, 
retired, or who are permanently unable to work.

Once the number of people in each of these categ-
ories has been estimated, the following labour market 
indicators can be calculated:
	• Labour force – the sum of employed and 

unemployed people.
	• Unemployment rate – the percentage of people 

in the labour force that are unemployed.
	• Participation rate – the percentage of people 

in the working-age population that are in the 
labour force.

What are the main types of unemployment?
There are three main types of unemployment – cyclical, 
structural and frictional unemployment. In practice, 
these cannot be measured directly, and they can often 
overlap, but they provide a useful way of thinking 
about unemployment.

Cyclical unemployment
Cyclical unemployment occurs with changes in econ- 
omic activity over the business cycle. During an econ- 
omic downturn, a shortfall of demand for goods 
and services results in a lack of jobs being avail- 

BOX: CALCULATING THE UNEMPLOYMENT RATE – AN EXAMPLE
To understand how the unemployment rate is calculated we can use an example. In this example 12.6 million people are 
employed and 0.7 million people are unemployed. The size of the labour force is calculated as the sum of these groups.

With the unemployment rate being the percentage of people in the labour force who are unemployed, using the 
numbers in our example and the equation below, the unemployment rate is calculated as 5.3 per cent.

The unemployment rate is affected by changes in the number of unemployed people (the numerator), which can result 
from cyclical factors, such as the number of people who become unemployed because of an economic downturn, or 
more structural factors in the economy (see ‘What are the main types of unemployment?’ above). The unemployment 
rate is also affected by changes in the size of the labour force (the denominator).

100

Labour force

13.3m

100Unemployment
rate
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= x
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=
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able for those who want to work. Businesses exper-
iencing weaker demand might reduce the amount of 
people they employ by laying off existing workers, 
or hiring fewer new workers. As a result, people 
looking for work will also find it harder to become 
employed. The opposite situation occurs when 
demand strengthens.

Cyclical unemployment is often described as being 
medium term in nature (one to 12 months). Examples 
can be seen in the unemployment rate rising sharply 
with the early 1990s recession, declining to low levels 
by the mid-2000s before rising again around the time 
of the Global Financial Crisis.

An increase in cyclical unemployment might suggest 
the economy is operating below its potential. With 
more people competing for jobs, businesses might 
offer lower wage increases, which would contribute 
to lower inflation. Policies that stimulate aggregate 
demand, such as expansionary monetary policy, can 
help reduce this type of unemployment (because bus- 
inesses experiencing stronger demand are likely to 
employ more people).

Structural unemployment
Structural unemployment occurs when there is a mis- 
match between the jobs that are available and the 
people looking for work. This mismatch could be 
because jobseekers don’t have the skills required to 
do the available jobs, or because the available jobs are 
a long way from the jobseekers.

Workers may become unemployed if they work 
in industries that are declining in size or have skills 
that could be automated as a result of large-scale 
technological advances. It may be difficult for them to 

find work in another industry and they may need to 
develop new skills or move to a region that has more 
opportunities.

For example, there has been a noticeable decline in 
the share of people employed in routine manual jobs 
over recent decades with some of these jobs being 
automated because of advances in technology. The 
manufacturing industry is an example of an industry 
that has a high share of routine manual jobs and its 
size in the economy has declined (both in terms of 
production and employment).

Structural unemployment tends to be longer lasting 
than other types of unemployment. This is because 
it can take a number of years for workers to develop 
new skills or move to a different region to find a job 
that matches their skills. As a result, workers who are 
unemployed because of structural factors are more 
likely to face long-term unemployment (for more 
than 12 months).

In contrast to cyclical unemployment, structural un- 
employment exists even when economic conditions 
are good. In theory, this type of unemployment should 
not directly influence wages or inflation and is best 
addressed through policies that focus on skills and 
the supply of labour.

BOX: CALCULATING THE PARTICIPATION RATE – AN EXAMPLE
The participation rate expresses the labour force as a percentage of the working-age population. The working-age population 
includes Australian residents aged 15 years and over (with some exceptions, such as permanent defence force members).

Using the numbers in the example above there are 13.3 million people in the labour force and, if the working-age 
population is 20.0 million people, the participation rate is 66.5 per cent.

Labour force participation typically moves with the business cycle. When businesses are hiring more workers and offering 
higher wages, the incentives are greater to actively look for work. In contrast, when businesses are not hiring and offering 
smaller wage increases, there is less of an incentive for people to look for work.

There are also structural influences affecting labour force participation that are independent of the business cycle. Some 
examples of trends that have affected the participation rate in the past include: more opportunities to work part time; 
an increase in the number of females looking for work (increased female participation); and people working for 
longer as they delay their retirement. 

 Economic growth Unemployment 
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Frictional unemployment
Frictional unemployment occurs when people move 
between jobs in the labour market, as well as when 
people transition into and out of the labour force.

Movement of workers is neccessary for a flexible 
labour market and helps achieve an efficient allocation 
of labour across the economy. However, people may 
not find jobs immediately and need to invest time and 
effort in searching for the right job. Businesses also 
spend time searching for suitable candidates to fill job 
vacancies. As a result, people looking for jobs are not 
matched immediately with vacancies and may experi-
ence a period of temporary unemployment.

This type of unemployment is generally shorter 
term (less than one month). Frictional unemployment 
is likely to occur at all points of the business cycle 
and, like structual unemployment, may not influence 
wages or inflation.

These three types of unemployment are not ind-
ependent of each other. For example, a period of 
high cyclical unemployment might lift structural un- 
employment. This could occur when people are un- 
employed for such a long period that their skills and 
productivity deteriorate, and they become seen as be- 
ing less employable, reducing the probability that they 
will be hired in the future.

Other types of unemployment
There are some other types of unemployment that are 
also important to consider. In particular, the underem-
ployment rate can be thought of as a complementary 
indicator to the unemployment rate when thinking 
about conditions in the labour market.

	• Underemployment occurs when people are 
employed, but would like and are available to 
work more hours. There are two categories of 
underemployed people defined by the ABS. First, 
part-time workers who would prefer to work 
additional hours. Second, people who usually work 
full time, but are currently working part-time 
hours. Underemployment rates are generally higher 
among groups that have a larger proportion of 
people working part time, such as females, 
younger workers and older workers.

	• Hidden unemployment occurs when people are 
not counted as unemployed in the formal ABS 
labour market statistics, but would probably work if 
they had the chance. For example, someone might 
have looked for work for a long time, given up hope 
and stopped looking, but still wish to work. (These 
people are sometimes referred to as ‘discouraged 
workers’.)

	• Seasonal unemployment occurs at different points 
over the year because of seasonal patterns that affect 
jobs. Some examples include ski instructors, fruit 
pickers and holiday-related jobs. The ABS publishes 
seasonally adjusted labour market statistics, which 
remove seasonal patterns in the data.

Reserve Bank of Australia. Unemployment: Its Measurement and 
Types. Retrieved from www.rba.gov.au on 9 February 2021.

 Ease of matching 
workers and jobs

Unemployment 
rate
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Report provides insights on reducing 
long-term unemployment when the 
economy recovers
As Australia faces a period of high unemployment, 
Jobs Australia and the Australian Council of Social 
Service have released a report showing reform 
of employment services and commitments from 
employers will be crucial in reducing long-term 
unemployment in the recovery period

The report, Faces of Unemployment, was prepared 
before the coronavirus outbreak and the subse-
quent announcement of a six-month payment 

that effectively doubles the rate of the JobSeeker 
Allowance (Newstart) and Youth Allowance. 

Nonetheless, the report provides important insights 
that could be applied by government to effectively 
reduce long-term unemployment in the lead-up to our 
recovery from the current health and economic crisis. 
It profiles the people who receive Newstart Allowance 
and the jobs that were available to them, demonstrating 
that even before the present downturn, those receiving 
income support had a hard time finding employment.

Australian Council of Social Service CEO Cassandra 
Goldie said: “Even before the onslaught of the crisis we 
now find ourselves in, far too many people were locked 
out of paid work. When the unemployment rate was close 
to 5% in November 2019, there were already 8 people 
unemployed or needing more paid hours for every 
job available. Two-thirds of people receiving Newstart 
Allowance had received it for a year or more, two- 
fifths had a disability, and half were 45 years or older.

“Income support for people searching for paid work 
or studying has been greatly improved for the next six 
months. But it’s vital that we start planning to make 
sure no one is left behind when the economy recovers 
and more jobs are available.

“This must include a permanent increase to income 
support payments, which otherwise trap people in 
poverty, making it near impossible to find employment.

“It must also include a serious investment in 
employment services, where the Australian Govern- 
ment spends less than half the average for wealthy 
nations as a share of GDP.

“We have a good idea from the evidence available of 
what works to get people unemployed long-term into 
jobs: paid work experience in a regular job rather than 
Work for the Dole; training in skills in demand from 
employers rather than standardised ‘work preparation’ 
courses; and one-on-one support both for those seek- 
ing employment and prospective employers.”

Jobs Australia CEO Debra Cerasa said: “Our report 
finds that older people, people with disability and single 
parents are at greater risk of long-term unemployment, 
due to discrimination and a lack of secure job oppor-
tunities with adequate paid working hours in entry level 

jobs. The report finds that many people who are cur- 
rently unemployed have Year 12 qualifications or less, 
and that most of the jobs available to them are casual 
and part-time. For example, 8 in 10 entry-level jobs in 
hospitality are casual and 7 in 10 are part-time; 6 in 
10 labouring jobs are casual and 5 in 10 are part-time. 
Although some people prefer part time or casual jobs, 
as we’re seeing now, these workers are the first to be 
let go when demand for services dries up.

“As the economy recovers from the current down-
turn, we need to rethink how these jobs are organised 
so that people have greater regularity and security of 
paid working hours, and to lift the skills of those who 
missed out on educational opportunities.

“Quality employment services make a difference. It’s 
crucial that the Government implements the recommend-
ations of its Employment Services Expert Panel, which 
found that the system was too focussed on compliance, 
and that services for people unemployed long-term 
or facing other disadvantages in the jobs market were 
under-resourced. It’s challenging for providers when the 
average employment consultant has 140 people to help 
and much of their time has to be spent administering 
compliance with contract and benefit requirements.

“We are open to working with the Government and 
employers to meeting the huge challenge of connecting 
people with employment opportunities as the economy 
recovers. Meanwhile it’s essential that employment 
services and their staff remain in place and continue their 
work with unemployed people and employers to help 
people sustain their skills and confidence, and take up job 
opportunities that come up during this difficult time.”

Australian Council of Social Service (3 April 2020). 
New report provides insights on reducing 

long-term unemployment when the economy recovers.  
Retrieved from www.acoss.org.au on 9 February 2021.
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FACES OF UNEMPLOYMENT
SUMMARY FROM A MAJOR REPORT BY ACOSS AND JOBS AUSTRALIA

This second Faces of Unemployment report looks 
behind the headline unemployment statistics to reveal 
who is affected, why it’s no easy matter for most 
people who are unemployed to secure a job, and the 
disturbing growth in long-term unemployment. We 
also look at the chances people on unemployment 
payments (Newstart and Youth Allowances, referred 
to here as NSA and YA) have of getting a job, and the 
help they receive from jobactive employment services.

It is published just as the impact of the coronavirus 
and government policies to contain it are reaching 
the labour market, with hundreds of thousands 

of people applying for unemployment payments and 
economists predicting a large hike in unemployment 
that could last for at least six months.

It’s too early to assess the impact of this on unem-
ployment, the profile of people who are unemployed, 
their future employment prospects, and the risk that 
much higher levels of long-term unemployment may 
become entrenched. Instead, the report provides a 
benchmark against which the changes ushered in by 
the virus and government and market responses to 
it can be assessed. It also serves as a reminder that 
before the coronavirus, there were already three 
quarters of a million people receiving unemploy- 
ment payments, and that we must not forget them or 
leave them behind.

In September 2019, almost half a million people 
(497,250) had received NSA or YA for more than a 
year. They comprised almost two-thirds (64%) of all 
recipients, compared with 60% a decade ago (just 
before the GFC). Of deep concern, almost half (46%) 

have received unemployment payments for over two 
years and 20% for more than five years.

The report examines three main reasons for en- 
trenched unemployment:
1. As unemployment declined, and access to pension 

payments was closed off, the profile of people who 
are still out of paid work became more disadvantaged.

2. The labour market has changed so that entry-level 
jobs are either harder to get, offer too few paid 
hours, or are harder to keep.

3. Australia under-invests in employment services, 
putting social security compliance ahead of 
positive help to secure employment.

Who receives unemployment payments?
In September 2019 there were 756,557 recipients of un- 
employment payments. They are largely, but not entirely, 
the same people as the 715,600 the Australian Bureau of 
Statistics classified in that month as unemployed.

The media presents stereotypical images of people 
who are unemployed. The real story is that NSA and 
YA recipients come from diverse backgrounds and 
age groups:
	• 41% have disabilities (as more people are diverted 

from Disability Support Pensions to NSA);
	• 19% were under 25 years, 41% were aged 25-44, and 

48% were over 45 (a growing share of people who 
are unemployed are older);

	• 11% are sole parents, many of whom were diverted 
from Parenting Payment to the lower NSA under 
“Welfare to Work” policies;

This e-book is subject to the terms and conditions of a non-exclusive and non-transferable LICENCE AGREEMENT between
THE SPINNEY PRESS and: Sandringham College, Sandringham, contact@sandringhamcollegelibrary.com



7Unemployment and UnderemploymentIssues in Society | Volume 470

	• 12% had Aboriginal and Torres Strait Islander 
backgrounds; and

	• 18% had culturally and linguistically diverse 
backgrounds.

Most of these groups face significant barriers to em- 
ployment, including disabilities, caring roles, and 
employer discrimination.

How hard is it for people 
who are unemployed to find jobs?
It’s not easy for people who are unemployed to find a job. 
In November 2019 there were eight people unemployed 
or underemployed (seeking more paid working hours) 
for every job vacancy. After declining from 12.2 people 
per vacancy in November 2014 to 7.4 in November 2018, 
competition for jobs has increased again. For entry- 
level jobs, competition is tougher, with around a third 
more unemployed or underemployed applicants for 
every job.

That’s not the whole story, since they are also com- 
peting with existing employees changing jobs and new 
entrants to paid workforce including school-leavers 
and migrants. In 2018 the Department of Education, 
Skills and Employment estimated there was an aver- 
age of 19 applicants in total for every advertised job.

Following strong growth in employment from 2017 
up to June 2019, there has been no substantial growth 
in jobs, with 12,281,000 people employed in that 
month compared with 12,289,000 in January 2020.

With the bushfires and coronavirus expected to 
detract from growth in the economy by at least 0.7% 
of GDP during the first quarter of 2020, and to have 
an extended impact in the second quarter, it is likely 
that unemployment will rise substantially.

Entry-level jobs are declining, and 
are increasingly part-time and casual
A further challenge for people who are unemployed 
(who are twice as likely to have not completed high 
school than the broader labour force) is that the share 
of entry-level jobs is shrinking. In November 2018, 
25.1% of all jobs were in the lowest two levels (labourer/
sales/machinery operators and drivers), down from 
27.3% in November 2007.

Entry-level jobs are increasingly part time or casual 
jobs. While many people prefer shorter or flexible 
working hours, this makes it harder for people to 
transition from unemployment payments as they 
either have insufficient paid hours or are at risk of 
losing their casual job.

Australia has the second-highest share of casual 
jobs in the OECD (25%) and third-highest share of 
part-time jobs.

In 2017-18, among low-paid workers (those receiv- 
ing less than two-thirds of the median hourly wage),
	• 67% of award-reliant workers and 48% of non 

award-reliant workers were classified as casuals; and
	• 58% of award-reliant workers and 45% of non 

award-reliant workers were employed part-time 
(with much overlap between these two groups).

In recent years there has been very strong growth 
in temporary migration, especially students and back- 
packers, of whom 688,402 had visas with employ-
ment rights in 2019 (5.6% of the labour force). Many 
work in entry-level jobs while studying or travelling. 
Migration has an overall positive impact on diversity 
and living standards, but temporary migrants are vul- 
nerable to exploitation as the 7-11 and Caltex cases 
demonstrated. The impact of temporary migration on 
pay and employment in the entry-level labour force 
should be assessed.

What help do people get to find a job?
Activity requirements for people who are unemployed 
in Australia are among the strictest in the OECD. 
They must typically agree to a Job Plan, attend regular 
appointments with their jobactive service, look for 20 
jobs each month, and for six months of each year of 
unemployment participate in or other activities such 
as part-time work, Work for the Dole, part-time study, 
or voluntary work.

jobactive is the government’s main employment 
services program. In June 2019, 614,000 people were 
in jobactive services (1,102,000 people were in the 
program at some point during 2018-19), of whom 65% 
were unemployed long-term.

The government spends $1.3 billion annually on 
jobactive, an average of $1,630 per participant (around 
$2,200 for each person unemployed for 2 years or more). 

Figure 1: Profile of NSA/YA recipients 
in September 2019
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In 2017, overall spending on employment programs 
for people who are unemployed was less than half the 
OECD average level.

With average caseloads of 140 people, and strict un- 
employment payment compliance rules to administer, 
jobactive services must devote much of their resources 
to enforcing compliance with benefit requirements.

Yet the evidence shows that people unemployed 
long-term need much more intensive preparation for 
jobs, and paid work experience, mentoring and support 
to encourage employers to give them a chance.

What are the outcomes?
During 2018-19, among people unemployed for over 
12 months, 44% were in employment 3 months after 
participating in jobactive, compared with 45% in 
2016-17.

Consistent with the changes in entry-level jobs 
discussed above, 60% of these jobs were part time and 
54% were casual (compared with 62% and 38% resp-
ectively in 2016-17).

In August 2019, of the 88,600 people engaged 
in the six months of compulsory ‘annual activity’ 
described above:
	• 36% were in part-time employment (up from 

26% in 2016-17);
	• 22% were in vocational training (up from 17%);
	• 16% were in Work for the Dole (down from 48%);
	• 3% received a wage subsidy for employers to trial 

them for 3-6 months; and
	• 1% were in voluntary work.

In 2018, employment outcomes (the share of part-
icipants in paid employment three months later) 
varied among these programs, from:
	• 87% after a wage subsidy;
	• 34% after vocational training (compared 

with 36% in 2017-18);
	• 24% after voluntary work (compared with 32%); and
	• 25% after Work for the Dole (compared with 27%).

To work out the impact a program has on people’s 
employment prospects, we need to know what propor-
tion would have obtained a job without the program. 

Evidence from the Department of Employment, 
Skills, Small and Family Business indicates that:
	• Wage subsidies were relatively effective, lifting the 

chances of leaving income support 12 months after 
a job placement by an average of 14%; and

	• Work for the Dole was relatively ineffective, 
increasing the chances of employment by an 
average of just 2%.

Together with the international evidence on empl-
oyment programs, this suggests a greater emphasis on 
wage subsidies, vocational training, and more efforts to 
connect with employers and shape employment assis-
tance around their needs as well as those of people 
who are unemployed.

How to reduce poverty 
and prolonged unemployment
A substantial increase in the single rate of Newstart 
and Youth Allowances – which has not been increased 
in real terms for 25 years – is long overdue, so that 
people can meet basic living costs and search for 
employment.

In 2019, the government’s Expert Panel on Future 
Employment Services recommended major changes to 
the way employment services are regulated and funded, 
to reduce pointless compliance and make room for 
more intensive assistance for people who have been 
unemployed for longer periods of time. The govern- 
ment is now trialling a new employment services 
model in two regions over the next two years.

ACOSS and Jobs Australia welcomed the Panel’s 
report and urges the government to implement its 
recommendations in full and in spirit.

Australian Council of Social Service and Jobs Australia Ltd 
(April 2020). Faces of Unemployment, Summary, pp. 6-11. 

Retrieved from www.acoss.org.au on 9 February 2021.

Figure 2: Profile of long-term 
NSA/YA recipients in April 2018
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LONG-TERM UNEMPLOYMENT IN AUSTRALIA
THIS BULLETIN ARTICLE IS COURTESY OF THE RESERVE BANK OF AUSTRALIA. 
BY NATASHA CASSIDY, IRIS CHAN, AMELIA GAO AND GABRIELLE PENROSE*

INTRODUCTION AND MOTIVATION

The COVID-19 pandemic has resulted in a substan-
tial increase in labour market underutilisation, 
with more people wanting a job, or to work more 

hours, than employers need. While the economic out- 
look is highly uncertain, it is likely that the unemploy-
ment rate will remain elevated for a number of years. 
As such, some unemployed people are facing the pros- 
pect of a prolonged period of unemployment.

There are many social and economic consequences 
of long-term unemployment. The longer a person is 
unemployed, the harder it may be for them to find a job. 
This could be because they lose skills and networks, 
there is a stigma associated with being long-term un- 
employed, or because people become discouraged and 
leave the labour force.

Long periods of unemployment are associated with 
lower incomes and financial stress. They can also be 
debilitating for the individuals, families and commu-
nities that are affected. For the economy as a whole, 
long-term unemployment reduces the effective pool 
of workers and increases the cost of welfare support.

In this article, we provide an overview of the trends 
in long-term unemployment in Australia over the 
past 30 years, and the distinguishing characteristics 
of the long-term unemployed. We then look at how 
the transition out of unemployment differs for people 
depending on how long they have been unemployed. 
While our analysis largely pre-dates the effects on the 
labour market from the pandemic, our results are a 
useful starting point for policymakers considering 
ways to reduce the chances that Australians face a 
prolonged bout of unemployment.

TRENDS IN LONG-TERM UNEMPLOYMENT
Long-term unemployment is defined here as being 

without paid work, and/or have been looking for work, 
for a year or more. The long-term unemployment 
rate, which has been relatively stable at around 1¼ per 
cent over the past 5 years, generally follows the over- 
all unemployment rate with a lag (Graph 1).

Following the 1990s recession, the long-term unem- 
ployment rate reached around 4 per cent, before 
steadily moving lower to bottom out at ½ per cent in 
late 2008 during the mining boom. At this time, the 
average duration of unemployment reached a low of 
7 months.

In the following decade, leading up to the pandemic, 
the long-term unemployment rate increased, and the 
average duration of unemployment also rose to be close 
to one year (Graph 2). Currently around one in every 5 
unemployed people have been unemployed for more 
than a year, an increase from around one in every 8 a 
decade ago. The share of very long-term unemployed 
people increased over this period: around 10 per cent 
of unemployed people have been unemployed for 2 or 
more years.

The increase in the average duration of unemploy-
ment over the 2010s reflects a slowing in the rate at 

Abstract
Are your future employment prospects affected by past 
periods of unemployment? And does it matter how long 
you were unemployed?
The average duration of unemployment has increased 
steadily over the 2010s. At the same time, the rate at which 
unemployed people are able to find a job has slowed.
Long-term unemployed people are more likely to be older 
and male and have lower levels of formal education than 
those who have been unemployed for a shorter period.
We use micro-level labour market data to show that future 
employment prospects are closely tied to the duration of 
unemployment: people who are unemployed for longer are 
less likely to find a job. We also find some evidence that 
an extended period of unemployment can harm people’s 
employment chances for a long time afterwards.

GRAPH 1: UNEMPLOYMENT RATE
%

1995 2010 20152000 20202005

%

10.010.0

7.57.5

5.0 5.0

2.5 2.5

0.00.0

Long-term*

Total

* A duration of unemployment of 12 months or more.              Source: ABS

This e-book is subject to the terms and conditions of a non-exclusive and non-transferable LICENCE AGREEMENT between
THE SPINNEY PRESS and: Sandringham College, Sandringham, contact@sandringhamcollegelibrary.com



10 Unemployment and Underemployment Issues in Society | Volume 470

which unemployed people either gain employment 
or leave the labour force (with flows into unemploy- 
ment more stable until recently). Average duration has 
fallen in 2020 because many people lost their jobs 
when the pandemic first broke out.

WHO ARE THE LONG-TERM UNEMPLOYED?
The increase in the average duration of unemployment 
over the 2010s has been fairly broad-based across groups 
(in terms of sex, age, level of education and migrant 
status). The average duration of unemployment tends to 
be higher among men, older people and those without 
a university degree (Graph 3). However, looking at the 
average duration of unemployment for different groups 
cannot by itself tell us who the long-term unemployed are.

We use data from the Household, Income and Labour 
Dynamics in Australia (HILDA) survey to look at the  

general characteristics of long-term unemployed people, 
and compare these characteristics to those of the rest of 
the labour force. HILDA is a rich data source that con- 
tains many household and individual characteristics 
unavailable elsewhere, including household finances. 

Compared with the pool of employed or short-term 
unemployed people, the long-term unemployed are more 
likely to be male, much less likely to have completed 
year 12 or tertiary education, and have significantly less 
household net wealth and disposable income (Table 1).1 
The long-term unemployed are also more likely to report 
experiencing hardship due to a shortage of money.

The long-term unemployed are more likely to have 
previously worked in the agriculture, manufacturing 
and retail industries relative to short-term unemployed 
and employed workers. They are also more likely to 
have previously held jobs in lower-skill occupations. 

 TABLE 1: DESCRIPTIVE STATISTICS BY LABOUR FORCE STATUS, 2001-2018

Long-term 
unemployed(a)

Short-term 
unemployed

Employed

 Age (mean) 37 31 39

 Male (%) 61 51 53

 Completed year 12 (%) 57 61 79

 University degree (%) 11 15 30

 Born in Australia (%) 67 72 74

 Non-English-speaking background (%) 23 18 14

 Household net wealth (mean, $’000 in 2018 dollars) 423 492 920

 Household annual disposable income (mean, $’000 in 2018 dollars) 75 88 115

 Within the last year due to a shortage of money:

 Went without meals (%) 14 11 3

 Was unable to heat home (%) 9 6 2

 Asked for financial help from friends or family (%) 29 29 12

 Asked for help from welfare/community organisations (%) 15 13 2

 (a) The long-term unemployed are those unemployed for one year or more.                                                                                   Source: HILDA Survey Release 18.0

GRAPH 2: DURATION OF UNEMPLOYMENT
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Long-term unemployment is more common in reg- 
ional areas than in capital cities.

FLOWS INTO AND OUT OF 
LONG-TERM UNEMPLOYMENT
The Australian labour market is quite dynamic, with 
many people flowing into and out of employment, 
unemployment and the labour force each month. 
While the bulk of people who are either employed 
or outside the labour force remain in their current 
‘state’ each month, on average over the past 30 years 
around 23 per cent of unemployed people transition 
into employment and a further 21 per cent leave the 
labour market each month. This means that a little 
more than half of the unemployed pool remain 
unemployed from month to month.

To examine how the transition rates out of unem-
ployment differ based on how long someone has been 
unemployed, we make use of person-level longitud- 
inal Labour Force Survey (LLFS) data.2

Long-term unemployed people are, on average, less 
than half as likely to gain employment within a month 
as someone in short-term unemployment (Graph 4). 
The chances that a short-term unemployed worker 
finds a new job depends on economic conditions, 
with the job-finding rate declining during economic 
slowdowns and rising steadily during economic 
expansions. By contrast, the job-finding rate for the 
long-term unemployed is less sensitive to these cycles 
and so they may benefit less from favourable labour 
market conditions.

Overall, the rate at which long-term unemployed 
workers find employment has fallen over the past 
decade. Possible explanations could be compositional 
changes in the pool of unemployed workers, changes 
in economic conditions, or changes in government 
policy. For example, any changes to the generosity of 
government income support for unemployed workers 
may change how intensely someone searches for work. 
Since unemployment benefits have been declining as 
a ratio of average wages for some time, incentives to 
search for work should have – if anything – increased.

The long-term unemployed are more than twice as 
likely to leave the labour market as find employment 
in a given month. This is consistent with longer-term 
unemployed people becoming discouraged from 
searching for work. Other potential reasons for exiting 
the labour force include reaching retirement age, ill- 
ness, or caring responsibilities. There has also been 
a notable decline in the rate at which long-term un- 
employed people leave the labour force over the past 
decade. However, job search requirements to access 
JobSeeker have generally tightened over the past decade 
and are unlikely to be responsible for the decline in 
the rate at which long-term unemployed people leave 
the labour force.3

After controlling for other characteristics, female 
long-term unemployed are less likely than males to 
find a new job but more likely to leave the labour 
force.4 Older long-term unemployed people are also 
less likely to find a new job. Unsurprisingly, the like-
lihood of leaving the labour force is higher for older 
long-term unemployed people.

WHAT AFFECTS THE DURATION 
OF UNEMPLOYMENT?
Intuitively, any characteristic or feature that affects 
the rate at which people leave unemployment can have 
a large cumulative effect on the likelihood that they 
stay unemployed over a given period of time. It may be 
the case that the overall increase in the average dur- 
ation of unemployment in the 2010s simply reflects 
compositional changes in the labour force. To see if 
this is the case, we can use so-called survival modelling 
techniques to estimate the rate at which people leave 
unemployment while taking into account some of their 
personal characteristics.5 We again make use of LLFS 
microdata for this exercise. We are able to construct 
a large dataset of individual unemployment spells, 
spanning the period from the mid 1980s to 2020. While 
we cannot follow a long-term unemployed person for 
their entire period of unemployment, the LLFS data 
provide us with the date they become unemployed and 
the date they either find a job or leave the labour force, 
or remain unemployed, in the months surveyed.

The left panel of Graph 5 shows the likelihood some- 
one (after adjusting for their personal characteristics) 
remains unemployed at a given time into their unem-
ployment spell, given that they had been unemployed 
until then.6 The curves in the left panel of Graph 5 
flatten quickly, indicating that the chance of some- 
one leaving unemployment tends to be quite low after 
being unemployed for a year or so. The curve has 
shifted slightly since the 2000s, suggesting that, even 
holding the composition of the unemployed pool 
constant, there is a higher chance someone will remain 
unemployed in the first year of unemployment in the 
2010s compared with the 2000s.

We are also interested in how an unemployment spell 
ends, as whether someone finds a job or instead leaves 
the labour market can lead to very different long-term 
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outcomes for them. The middle and right panels of 
Graph 5 show that relative to the 2000s, the likelihood 
for the unemployed to find a job has fallen in the 2010s, 
at least in the first few years of an unemployment spell. 
At the same time, the very long-term unemployed 
have become more likely to leave the labour force.7

Even after taking other characteristics into account, 
ageing – at least until retirement age – is associated 
with a lower probability of exiting unemployment 
into a job (see Table A3 for the full estimation results). 
Interestingly, time away from work – including both 

time unemployed and time out of the labour force – 
seems to have an effect over and above the duration of 
unemployment. In particular, being a former worker, 
defined by the Australian Bureau of Statistics (ABS) as 
someone that last worked 2 or more years ago, further 
decreases the chance of exiting a spell of unemploy- 
ment by around 65 per cent compared with someone 
who has worked recently; the result is highly statist- 
ically significant (Graph 6, left panel).8

The effects are large and, because they accumulate 
over the length of an unemployment spell, can have a 
sizeable effect on the long-term unemployed (Graph 6, 
right panel). Of course, these are not necessarily causal 
effects from time away from work. It may also be the 
case that these workers are different in some other way 
for which we do not account.

SOME CONSEQUENCES OF 
LONG-TERM UNEMPLOYMENT
We have shown that the probability of exiting unem-
ployment declines the longer someone is unemployed, 
and that this is driven by a lower probability of finding 
work. One possible explanation for these differences 
is that the length of time someone is unemployed in 
itself lowers the likelihood of being employed. This is a 
specific form of ‘scarring’ from unemployment.9 There 
are several explanations for this phenomenon in the lit- 
erature, including skill loss during periods away from 
work, discrimination against the long-term unem- 
ployed by employers, or because the unemployed put 
less effort into searching for a job as they become dis- 
couraged.10 Scarring may prolong unemployment, lead 
to lower wages on re-employment, and/or increase the 
probability of experiencing unemployment again.11

Another possible explanation for the link between 
longer periods of unemployment and poor labour mar- 
ket outcomes is inherent differences (e.g. innate ability 
and skills) between people who are unemployed for 
short periods and those unemployed for longer periods. 

For instance, the long-term unemployed report fac- 
ing different barriers to finding work than the short-
term unemployed. The long-term unemployed are 
much more likely to report a physical disability or ill 
health as being their main difficulty in finding work. 
They are also more likely to report that employers 
consider them too old. Conversely, the short-term 
unemployed are more likely to report there being too 
many applicants, or that they lacked relevant skills.

If, after accounting for differences across people, 
we find evidence of a causal relationship between 
the duration of unemployment and future job and 
wage prospects, then policies aimed at reducing un- 
employment duration may lower the overall loss to 
society from unemployment.

Is there any evidence of scarring 
from the duration of unemployment?
We find some tentative evidence that the duration of un- 
employment leads to scarring. To do this, we look at the 
difference in employment rates for individuals before 
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and after unemployment spells of varying duration.12 
Underlying this approach is the idea that any inherent 

differences in job-finding rates between people who 
become short- and long-term unemployed should be 
evident both before and after an unemployment spell. 
If the likelihood of finding a job after an unemployment 
spell falls relative to before, then there is evidence of 
scarring from experiencing a period of unemployment. 
If groups who are unemployed for longer experience 
the largest falls in employment probabilities, then this 
would suggest the detrimental effects of unemploy- 
ment increase as unemployment duration increases. 
That is, there should be larger differences in the 
likelihood of being employed between the long- and 
short-term unemployed after their unemployment 
spells, relative to before.

Even after accounting for education, experience and 
economic conditions, we see systematic differences in 
employment rates in the years before an unemployment 
spell for those that are long-term unemployed compared 
with the short-term unemployed (left panel of Graph 7).13 
This is due to inherent differences across these groups. 
Those who go on to be long-term unemployed are less 
likely to have been employed 5 years before the spell 
than those who become short-term unemployed.

For those who experienced longer unemployment 
spells, there is a clear decrease in employment probab-
ilities 5 years after they are observed to be unemployed. 
For those unemployed for shorter durations, however, 
there is no obvious decline in employment probabilities 
over the same timeframe. This difference between the 
long- and short-term unemployed is suggestive of a causal 
relationship between the duration of unemployment and 
future labour market outcomes, and provides evidence 
of scarring that increases with employment duration.

This is consistent with Abraham et al (2016), who find 
a causal relationship between the duration of unem- 
ployment and future unemployment for US workers, 

but in contrast to Doiron and Gorgens (2008), who find 
no such relationship for young, low-skilled Australian 
workers from unemployment duration alone (while 
finding evidence for an effect from the number of 
unemployment spells).

We used the same methodology to see if the dur- 
ation of unemployment affects someone’s eventual 
labour income (Graph 8). To remove the effect of being 
unemployed on earnings, we limit our focus to only 
those people who regain employment. It is clear that 
the long-term unemployed fare significantly worse 
than the short-term unemployed after regaining work, 
even after accounting for age and experience – this 
is shown by the gap in wages between the long- and 
short-term unemployed in the right panel of Graph 8.

However, the fact that similar differences in wages 
between the long- and short-term unemployed are also 
present before observed unemployment means there 
is no clear evidence of scarring from the duration of 
unemployment on wages, at least among workers who 
re-enter employment. Our findings therefore suggest 
that any persistent income losses from long-term 
unemployment may arise mainly from a lower prob-
ability of finding a job, rather than lower wages upon 
re-employment. This finding is somewhat different 
from the international literature that does find a 
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negative effect of unemployment duration on wages; 
these international studies, however, tend to use large 
administrative datasets that are not yet widely avail- 
able for researchers here.14 Administrative data would 
allow us to follow individual workers – including details 
on their employment history and earnings – over a 
longer period of time. This would give us a clearer 
picture of the consequences of long-term unemploy-
ment in Australia, and provide a more appropriate 
comparison with the international literature.

CONCLUSION
The probability of gaining employment is lower for 
people who have had longer unemployment spells. We 
find some evidence of scarring from unemployment, 
with long-term unemployed people experiencing 
worse employment outcomes relative to those who 
were unemployed for a shorter period. In Australia and 
abroad, the adverse effects on individuals, society and 
the economy as a whole from prolonged spells of un- 
employment will be important considerations in the 
setting of public policy following the COVID-19 shock.

FOOTNOTES
[*] The authors are from the Economic Analysis and Economic Research 

Departments. This document uses unit record data from the Household, 
Income and Labour Dynamics in Australia (HILDA) Survey. The unit record 
data from the HILDA Survey was obtained from the Australian Data Archive, 
which is hosted by The Australian National University. The HILDA Survey 
was initiated and is funded by the Australian Government Department of 
Social Services (DSS) and is managed by the Melbourne Institute of Applied 
Economic and Social Research (Melbourne Institute). The findings and views 
based on the data, however, are those of the authors and should not be 
attributed to the Australian Government, DSS, the Melbourne Institute, the 
Australian Data Archive or The Australian National University and none of 
those entities bear any responsibility for the analysis or interpretation of the 
unit record data from the HILDA Survey provided by the authors.

1. See Appendix Table A1 for additional summary statistics. Using a probit 
model we find age, sex and education to be statistically significant in 
predicting long-term unemployment among the unemployed. The older 
an individual, the higher the odds of them being unemployed for longer 
durations. Conversely, having more education is associated with lower 
odds of becoming long-term unemployed.

2. The Labour Force Survey follows people over time (every month for up 
to 8 months). The LLFS data – the longitudinal data from this survey – 
available to the RBA contain over 27 million responses to the monthly 
labour force survey from 1982 onwards, and include respondents’ 
employment outcomes in the surveyed months as well as some data on 
worker characteristics.

3. The main payment for those over 21 years of age but under pension age 
is the JobSeeker Payment (formerly known as the Newstart Allowance). 
During the COVID-19 pandemic, the government temporarily increased 
unemployment payments and waived some eligibility criteria, as well as 
job search requirements, for the JobSeeker Payment.

4. We do this using a multinomial probit model. See Appendix Table A2 for 
model estimates.

5. Survival models are typically used to analyse the expected time until some 
event happens, such as when an unemployment spell ends. Examples 
from the literature in Australia include Carroll (2006) and Borland and 
Johnston (2010), who employ survival modelling with HILDA data, while 
Rotaru (2014) analyses 3 years of the LFS microdata. These papers tend to 
focus on the individual factors associated with exits from unemployment 
and not on the estimated baseline rates of exits after accounting for those 
individual factors. We use a piecewise exponential model to look at how 
the rate of exit has changed over time. The ability to choose arbitrarily 
short duration intervals makes this approach very flexible and well suited 
for estimating the baseline hazard and associated survival curves.

6. We hold certain characteristics constant over the entire sample period, 
such as the respondent’s age group, sex, area of state, country of birth, 
household relationship, marital status, number of children, whether they 
searched exclusively for part-time work, and whether they are a former/
recent worker or had never worked before. Other important variables, 
such as education and last industry of employment, are not included as 
they are not consistently available in the data.

7. The exit rates to employment and to outside the labour force do not sum to total 
exits because the 2 types of exits have been modelled separately. The models 
also do not account for changes to government policy, which (for instance) may 
affect workers’ incentives to keep searching for a job or leave the labour force.

8. This is consistent with Kroft et al (2019), who, using Canadian data, find 
that time away from work matters as much as unemployment duration for 
the job-finding rate.

9.  This phenomenon is a component of the broader concept of scarring, which 
typically includes the longer-term adverse consequences of a downturn 
on labour market outcomes. In this article we consider scarring only as it 
relates to the length of an unemployment spell. While not discussed in this 
article, previous literature on the broader concept of scarring has found that 
workers graduating in a recession experience persistently lower earnings 
than otherwise both internationally (Oreopoulos, von Wachter and Heisz 
2012) and in Australia (Fontenay et al 2020; Andrews et al 2020).

10. For a review of the Australian and international literature see Borland (2020).
11. Our focus in this article has been on some of the economic outcomes from 

long-term unemployment. There are of course serious effects on physical 
and mental health from a lengthy unemployment spell; see, for example, 
Sullivan and von Wachter (2009).

12. We use the employment share of the population, instead of the labour 
force, to account for the possibility that scarring may occur through an 
increase in exits out of the labour force.

13. We remove the compositional effects from these variables by estimating 
an equation where employment is a function of education, work 
experience, and calendar-year indicator variables. Our estimates in Graph 
7 can be interpreted as observed employment probabilities, purged of 
differences in education, experience and macroeconomic conditions.

14. For instance, Schmieder, von Wachter and Bender (2016) use administrative 
German data to find that each additional month of non-employment causes 
average daily wage decline by less than 1 per cent but this effect fades over 
a few years; Cooper (2014) finds, using US survey data, that the negative 
effects on earnings persist for many years. Again using US data, Abraham et 
al (2016) also find an effect on wages, albeit a much smaller one than that on 
unemployment. By contrast, Arulampalam (2001) finds no evidence in UK survey 
data that unemployment duration is associated with lower wage outcomes 
(but the number of unemployment spells does have a negative effect).
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ODDS STACKED AGAINST JOBSEEKERS
THIS EDITORIAL BY ANGLICARE AUSTRALIA HIGHLIGHTS FINDINGS 
FROM ITS RECENTLY LAUNCHED ‘JOBS AVAILABILITY SNAPSHOT’

Australia’s crash into recession has pushed em- 
ployment into the spotlight. Hundreds of thou-
sands of Australians have lost their jobs and 

whole regions have been forced to a standstill. We 
emerged from a national economic shutdown only 
to encounter a second, brutal pandemic wave.

A record number of Australians are locked out of 
work, and pictures of Centrelink queues dominated 
early coverage of the pandemic. This begs the ques-
tion: Are our systems ready to help people find work, 
and will it support them while they look?

Anglicare Australia’s Jobs Availability Snapshot, 
launched in October, aims to answer these questions. 
What we found was a dire job market, and a reckoning 
for an employment system that has been failing people 
in the greatest need for years.

A record number of Australians are locked 
out of work ... This begs the question: Are our 
systems ready to help people find work, and 
will it support them while they look?

Even before the COVID-19 crisis, our system was 
not working for those who need the most help to find 
work. These might be people with disabilities, who 
didn’t finish year 12, or older workers who lost their 
jobs later in life. In the wake of a historic downturn, 
this has only gotten worse. Our research shows there 
are eight of these jobseekers competing for each job 
at their level.

There aren’t enough jobs at this skill level to meet 
demand in any part of the country. The situation 
is toughest in SA and Tasmania. In SA, ten of these 
jobseekers are competing for each suitable job. And 
in Tasmania, a staggering 21 jobseekers are compet- 
ing for each one of these jobs.

These jobseekers aren’t just competing with each 
other. Graduates, laid-off workers, and people who 
are underemployed also apply for these jobs. Like 
everyone else, they are motivated to find work. When 
we factor in all jobseekers, there are an eye-water- 
ing 106 people for every vacancy.

For many of these Australians, the recession has 
only exacerbated the obstacles they face in finding 
work. The lack of jobs will see more people spend time 
outside the workforce if they are laid-off, and fewer 
young people will be able to get a foot in the door. As 
governments now focus on solutions to Australia’s 
unemployment crisis, it is more important than ever 
to help those with barriers to finding work.

So far, there have been some positive changes. The 
JobKeeper payment has helped many people hang on 
to their jobs, and the increase to JobSeeker has put 

people out of work above the poverty line for the first 
time in decades. Yet these changes were hard won, 
and they are only temporary – the Government was 
forced to act because it could not plunge hundreds of 
thousands of people into poverty, and it could not 
ignore the gaping holes in our safety net.

Now, we are being forced to fight to keep the 
Government’s own solution. Other decisions, like the 
return of mutual obligations, are only hurting people 
already in hardship. Those who are caught up in this 
system will not be helped by being punished. Instead 
they need support to live a decent life while Australia 
faces this downturn, and they need help to overcome 
the barriers they face as we all recover.

Our Snapshot also shows that Australia needs to 
invest in job creation. Hiring incentives, like those 
announced in the Budget, simply don’t have a track 
record of creating jobs. Job creation cannot be left 
to an already failing market – especially when shut- 
downs have added to the many fault lines in our 
system. We should be creating work that matches 
people’s skills, instead of forcing them to compete 
for jobs that just aren’t there.

Most importantly, we need to redesign our systems 
to include everyone. This is the biggest lesson we can 
take from 2020. This principle must inform how we take 
the next steps, both to look after those enduring hard- 
ship now, and to build our collective future. We must re- 
imagine how we support each other to ensure help goes 
to those who need it most – and demand that govern- 
ments reorganise its systems to make this happen.

Anglicare Australia (2 November 2020). Editorial: 
Odds stacked against jobseekers. Retrieved from 

www.anglicare.asn.au on 9 February 2021.
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The great disruptor: COVID-led 
recession deals another blow to youth
Youth unemployment hit a 23-year high in 2020 and 
youth underemployment is now at record levels – 1 in 
3 young people are unable to get enough work. The 
COVID-led recession has dealt a severe blow to youth 
unemployment and will have a long-term impact on 
young Australians, according to a new report by social 
justice organisation, the Brotherhood of St Laurence

BSL’s December 2020 Youth Unemployment Monitor 
found young people continue to bear the brunt 
of job losses in industries most affected by lock- 

downs and social distancing – restaurants, bars, retail 
outlets, gyms, entertainment and tourism businesses.

Youth unemployment, which reached a 23-year 
high of 16.4% in June, remained disturbingly high at 
15.6% in October, with 337,224 young people unable 
to find work.

Marginal jobs growth since lockdowns ended in 
most states has largely been in part-time work, leading 
young people into an increasingly part-time, casual 
and insecure workforce.

Youth underemployment, which was already emerg- 
ing as a major challenge before the pandemic, reached 

a record high of 23.6% in April 2020, and stood at 17.9% 
in October’s seasonally adjusted employment figures.

“Our analysis shows that young people have been hit 
hard by this economic crisis and face immense chall-
enges,” says BSL Executive Director, Conny Lenneberg.

“Youth unemployment was already stubbornly high 
before COVID; it never recovered from the GFC. 
Combined with underemployment, we now have 
one in three young people in the labour force either 
unable to get any work at all, or not enough hours to 
make ends meet.

“COVID will impact on young people for years to 
come, as we have seen that high youth unemployment 
persists for years after a recession,” Ms Lenneberg said.

“If young people are unable to find that first job, 
or if the only work they can get is short-term and 
not secure, then this is known to have long-term 
scarring effects.

“People entering the labour market during a reces- 
sion can expect to earn less and have fewer oppor-
tunities for career progression, which can last over a 
lifetime,” she said.

The report also found that young women suffered 
higher initial job losses from the sudden closures of 
largely female-dominated industries such as hosp- 
itality, accommodation and retail, while men were 
more likely to be have their hours drastically cut. As 
the market recovered, unemployment among young 
women fell to 14%, but they were working less hours, 
while men faced higher unemployment.

Ms Lenneberg said the COVID recession had 
accelerated existing trends and urgent action was 
needed to address the scale and long-term impact on 
young people.

“Australia’s recovery must address underlying prob-
lems in the labour market to create an economy that 
works for young people. We need to help young people 
into work by creating decent and sustainable jobs and 
supporting them to keep them earning, learning, and 
progressing their careers,” she said.

BSL’s Youth Unemployment Monitor, which includes 
analysis from the Australian Bureau of Statistics and 
other data, has been tracking youth unemployment 
trends since 2014 and is a key part of BSL’s youth 
employment campaign.

The December 2020 analysis provides a snapshot 
of the impact of COVID on youth employment. The 
report and other stories about the current employ- 
ment challenges young people face today, can be 
accessed at BSL’s Youth Unemployment Monitor.

Brotherhood of St Laurence (Media release, 7 December 2020). 
The great disruptor: COVID-led recession deals another blow 

to youth. Retrieved from www.bsl.org.au on 9 February 2021.

“Youth unemployment was already stubbornly 
high before COVID; it never recovered from 
the GFC. Combined with underemployment, 
we now have one in three young people in the 
labour force either unable to get any work at 
all, or not enough hours to make ends meet.”
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UNEMPLOYMENT POLICY IN AUSTRALIA
EXECUTIVE SUMMARY FROM A REPORT 
BY WARWICK SMITH FOR PER CAPITA, 
AN INDEPENDENT PROGRESSIVE 
AUSTRALIAN THINK TANK

Maintaining full employment in Australia was 
once considered a top priority of state and 
federal governments. For more than two dec- 

ades, between the end of World War Two and the early 
1970s, unemployment in Australia was around two per 
cent. Keeping unemployment low was seen as a collect- 
ive responsibility. There was explicit acknowledgement 
of the fact that capitalism, by its very nature, produces 
winners and losers, and that if we want the benefits of 
a market-based capitalist economy then we must also 
take responsibility for the casualties. 

In the 1970s and 80s all of this changed. Liberal 
free market ideas rose to dominance across most 
of the world in what is now often referred to as 
neoliberalism. Instead of viewing unemployment as 
a collective problem, neoliberalism painted unem- 
ployment as an individual responsibility. The public 
focus shifted from ensuring there were enough 
jobs for all to a dialogue around individual employ- 
ability. Tellingly, it was in the mid-70s that the term 
‘dole-bludger’ entered the Australian lexicon. Ever 
since then successive governments been increasingly 
punitive in their treatment of the unemployed.

The focus today is, in effect, on punishing and stig- 
matising the unemployed for being unemployed even 
when there are many more jobseekers than there are 
jobs. The mutual obligation framework that currently 
underpins unemployment benefits rests on an 
assumption that the unemployed need to be pushed 
to look for work and that many would not apply for 
jobs if they were not forced to. To some extent this 
may be true, but only because many know that there 
are no jobs for them. Thus, mutual obligation activ-
ities become pointless and degrading bureaucratic 
hoop-jumping exercises.

The technocratic justification for the shift away 
from full employment policy was inflation control. 
The theory says that there is a natural rate of unem-
ployment below which wage pressures drive inflation. 
What’s never stated explicitly is that the decision to 
prioritise inflation over employment in public policy 
was a political victory of capital over labour.

Inflation is often referred to as a tax on capital 
and has always been viewed with much greater fear 
by the capitalist class. Similarly, the presence of a 
pool of desperate unemployed people, who are kept 
at or below the poverty line, undermines the power 
of labour by making the withdrawal of particip- 
ation much costlier. 

The result has been a substantial shift in power from 
labour to capital since the 1970s and a corresponding 

shift in the allocation of national income. The post-war 
years saw a marked decline in inequality in Australia, 
a trend that was sharply reversed from the 1970s 
onwards.

Australia operates under a theoretical policy frame- 
work that makes use of a buffer-stock of unemployed 
people to maintain price stability. Within this frame- 
work there is a strong argument for supporting unem-
ployed people with much higher, in recognition of 
the fact that they are casualties of our public policy 
decisions.

However, at Per Capita, we believe that an even 
better approach would be to pay attention to the flaws 
in our current policy framework and shift our prior-
ities back to creating full employment. It’s much better 
for everyone if we create employment for the unem- 
ployed rather than compensate them.

© 2018 Per Capita. All rights reserved.

Smith, W (May 2017). Unemployment Policy in Australia 
– A Brief History, Executive Summary, p.5. Retrieved from 

http://percapita.org.au on 9 February 2021.

The focus today is, in effect, on punishing 
and stigmatising the unemployed for being 
unemployed even when there are many 
more job seekers than there are jobs.
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TOP ECONOMISTS BACK PUSH FOR AN 
UNEMPLOYMENT RATE BEGINNING WITH ‘4’
Australia’s top economists have overwhelmingly 
backed a decision by Treasurer Josh Frydenberg 
to reset the budget strategy so that it prioritises 
achieving an unemployment rate of between 
4% and 5% over reducing debt. Peter Martin 
reports for The Conversation

Australia hasn’t had an unemployment rate below 
5% since 2011. It hasn’t had an unemployment 
rate below 4% since the early 1970s.

The new wording of the fiscal strategy required in 
the budget as part of the Charter of Budget Honesty 
will commit the government to quickly drive down 
unemployment until the unemployment rate is bet- 
ween 4% and 5%. Only when the unemployment rate 
is sustainably within that band will the strategy switch 
to a focus on reducing government debt as a share of 
GDP. The existing wording, introduced in last year’s 
budget in response to the COVID crisis, only commits 
the government to drive down unemployment until 
the rate is “comfortably below 6%”.

Treasurer Frydenberg spelled out the new strategy in 
an address to the Australian Chamber of Commerce and 
Industry on Thursday saying both the treasury and the 
Reserve Bank now believed the so-called non-accelerat- 
ing inflation rate of unemployment was lower than 5%.

“In effect, both the bank and treasury’s best estimate 
is that the unemployment rate will now need to have 
a four in front of it,” he said.

LIKE IT WAS UNDER MENZIES
The Reserve Bank was limited in its ability to cut inter- 
est rates further, meaning greater weight would have 
to be placed on the budget to bring unemployment 
down to between 4% and 5%. The exact wording of the 
new strategy will be unveiled on budget night, May 11.

The increased ambition means the government plans 
to usher in an era of sustained low unemployment not 
seen since the prime ministerships of Robert Menzies, 
Harold Hold, John Gorton and William McMahon.

BACKED BY 6 IN 10 LEADING ECONOMISTS
Of the 60 leading Australian economists surveyed by 
the Economic Society of Australia and The Conversation 
ahead of the announcement, more than 60% wanted 
the target strengthened to an unemployment rate 
below 5%.

Some 21% (13 of the 60 surveyed) want the target 
strengthened to an unemployment rate below 4%.

Australia hasn’t had an unemployment 
rate below 5% since 2011. It hasn’t had an 
unemployment rate below 4% since 
the early 1970s.

Five want the target strengthened to an unemploy-
ment rate below 3%.

Only one of the 60 top economists surveyed wanted 
an immediate tightening of the budget regardless of 
the unemployment rate.

Tony Makin, a former International Monetary Fund 
and treasury economist who was critical of Australia’s 
stimulus program during the Global Financial Crisis 
says the present ultra-low interest rate settings are 
more than enough to drive unemployment as low as it 
can get without stoking runaway inflation. He says the 
extra government debt that would be created by a push 
for even lower unemployment would put Australia’s 
credit rating at risk and push up interest rates and 
the Australian dollar, making Australian exports less 
competitive.

‘UNUSUAL OPPORTUNITY’
The economists chosen by the Economic Society 
to take part in the survey are recognised leaders in 
fields including microeconomics, macroeconomics, 
economic modelling and public policy. Among them 
are former and current government advisers, former 
heads of government departments and agencies, and 
a former member of the Reserve Bank board.
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Labour market specialist Sue Richardson said 
Australia faced an unusual opportunity to test how 
low unemployment can go before a tight labour market 
produces unacceptable stresses.

US UNEMPLOYMENT GOT DOWN TO 3.5%
The combination of reduced temporary migration, very 
low inflation and inflation expectations and a relax- 
ation in the focus on containing the size of govern- 
ment debt made this a rare moment.

Consultant Nicki Hutley said if the experience 
of the United States before COVID was any guide, 
Australia might be able to get its unemployment rate 
down to 3.5% without stoking accelerating inflation.

With interest rates at such low levels, investing 
in Australia’s economic future could not be a better 
decision.

TAKING PRESSURE OFF THE RESERVE BANK
Economist Saul Eslake said it wasn’t unreasonable 
for the treasurer to have proposed a threshold of an 
unemployment rate “comfortably below 6%” before 
beginning budget repair last year, given that at that 
time the conventional wisdom was that unemploy- 
ment was headed to 10%.

The combination of reduced temporary 
migration, very low inflation and inflation 
expectations and a relaxation in the focus 
on containing the size of government debt 
made this a rare moment.

But now both the Treasury and the Reserve Bank 
have made it clear unemployment can be forced lower 
without stoking inflation, “four point something” is 
realistic. Inflation figures released on Wednesday 
showed one of the most reliable measures of inflat- 
ion, known as the “trimmed mean”, at an all-time low.

Another reason for the government to delay wind- 
ing back debt was that it would give the Reserve Bank 
an opportunity to lift interest rates sooner, giving 

it greater ability to cut interest rates to fight down- 
turns in the future.

A report released by the Parliamentary Budget Office 
on Wednesday said reducing the government’s debt-
to-GDP ratio to pre-pandemic levels would take 
decades, “even under relatively optimistic scenarios”.

But it added that debt servicing costs should 
remain subdued as the existing debt was borrowed 
at historically low interest rates.

Macquarie University’s Geoffrey Kingston said it 
was the wrong time to be thinking about either an un- 
employment or a debt target. What mattered, this year 
more than most, was the composition of government 
spending.

This meant better supplies of the Pfizer and 
Moderna vaccines, more facilities for mass vaccin-
ations and safer quarantine.

Peripheral programs such as subsidising airfares 
to holiday destinations at a time when it remained 
imprudent to encourage air travel were much less 
important – even if they helped fight unemployment.

To view the individual comments of all 60 leading economists, 
visit: https://theconversation.com/exclusive-top-economists-
back-budget-push-for-an-unemployment-rate-beginning-
with-4-159989

DISCLOSURE STATEMENT
Peter Martin does not work for, consult, own shares in or 
receive funding from any company or organisation that 
would benefit from this article, and has disclosed no 
relevant affiliations beyond his academic appointment.

Peter Martin Visiting Fellow, Crawford School of 
Public Policy, Australian National University. 

Martin, P (29 April 2021). Exclusive. Top economists back 
budget push for an unemployment rate beginning with ‘4’. 

Retrieved from https://theconversation.com on 24 May 2021.
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Responses from 60 economists to the question:
“The budget strategy should commit the government to use 
fiscal policy to quickly drive down the unemployment rate 
until it is comfortably ...”
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VITAL SIGNS: WAGES GROWTH DESULTORY, 
UNEMPLOYMENT STUNNING
The actual unemployment rate falling marginally rather than rising 
sharply could be considered stunning, observes Richard Holden

The key narrative in Josh Frydenberg’s 2021 budget 
was the need to use more aggressive fiscal policy 
to drive unemployment down and wages up. 

Two key pieces of data this week indicate how things 
are tracking.

On Wednesday the Australian Bureau of Statistics 
published wages data. The Wage Price Index grew 0.6% 
for the March quarter, or 1.5% over the past year.

This is not a fast enough rate of wages growth to 
outstrip inflation by much, if at all, on a consistent 

basis. That’s a problem but not a surprise. The economy 
in general, and the labour market in particular, is still 
recovering from the COVID-19 pandemic. 

On Thursday the bureau published its labour force 
data for April. These were more of a surprise. The 
unemployment rate fell from 5.7% in March to 5.5%. 

The unemployment rate had been hotly awaited 
by economists and politicians alike. It gave the first 
glimpse of what is happening with employment with 
the end of the JobKeeper wage-subsidy scheme in 
March.

A stunning unemployment result
The prevailing wisdom among economists was that 
JobKeeper’s end would see the unemployment rate 
rise. Treasury had warned it might cost 100,000 to 
150,000 jobs. Australia’s leading labour economist, 
Jeff Borland, feared it could be as high as 250,000.

But as University of Melbourne economist Roger 
Wilkins pointed out, JobKeeper wasn’t the only labour 
market program that changed at the end of March. 
JobSeeker for singles dropped from $715 to $620 a fort-
night (and from $660 to $565 for those with partners). 

Moreover, income tests were tightened along with 
so-called “mutual obligation” provisions (requiring 
people on such benefits to apply for 20, rather than 15, 
jobs a month). So the actual unemployment rate falling 
marginally rather than rising sharply could even be 
considered stunning.
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The only real negative news in the April labour 
force data was that the total number of people 
employed fell by 30,600 – or 0.2%. But as the ABS’ 
head of labour statistics, Bjorn Jarvis, said, this might 
be due to the end of JobKeeper or simply down to 
“the usual month-to-month variation in the labour 
market”.

The same might be said of my favourite labour 
market statistic – total hours worked. That fell by 
13 million hours in April, from 1.806 billion to 1.793 
billion hours.

In sum, these figures are enough to make a treasurer 
want to dance. The single biggest threat to employ-
ment bouncing back from COVID-19 – the end of 
JobKeeper – seems to have been navigated without 
incident. 

More to the point, this was exactly as Frydenberg 
said would be the case. Maybe he got lucky, maybe he 
was just right all along, but it hardly matters. 

The labour market recovery in Australia marches 
on, and the significant spending in the budget means 
fiscal policy will not be a handbrake on continued 
recovery.

When will wages start to rise?
We shouldn’t get carried away. These new numbers 
reflect just one month without JobKeeper. There are 

always time lags in the labour market. The statistics 
reported over the next two months will be important 
and instructive.

A 5.5% unemployment rate is still too high to 
lead to the tight labour-market conditions needed 
to drive up wages.

A 5.5% unemployment rate is still too 
high to lead to the tight labour-market 
conditions needed to drive up wages.

How low unemployment needs to get before wages 
start rising faster than inflation is still an open quest- 
ion. It might be 4.5%, it might be 4%. Reserve Bank of 
Australia governor Philip Lowe has hinted it might 
well be below 4%. 

What seems clear is it will need to be significantly 
lower than the pre-pandemic level of 5.2%.

Another note of caution is what happens if, as 
the Reserve Bank and Treasury have predicted, un- 
employment gets down low enough to put upward 
pressure on wages.

If this goes as planned it will be good news. If it 
leads to a general rise in inflation back to the central 
bank’s 2-3% target range, it will be excellent news.

But if inflation genuinely picks up in a sustained 
way – as there are hints it will do in the United States 
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– the RBA will eventually need to lift interest rates.
It is good for the central bank to have that policy 

option, but using it will come with costs. 
If higher interest rates are need to dampen inflat-

ionary pressures in the next year – or even two – then 
the jobs recovery will be halted or reversed, and the 
RBA’s credibility severely damaged.

As Philip Lowe is fond of saying, “time will tell”.
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UNEMPLOYMENT RATE FALLS 
AFTER JOBKEEPER ENDS
Latest employment data from the Australian Bureau of Statistics

	h The seasonally adjusted unemployment rate fell by 0.2 
percentage points to 5.5% between March and April 
2021. The May 2021 results were the sixth consecutive 
fall in the unemployment rate, down from 6.9% in 
October 2020.

	h The unemployment rate is now 0.2 percentage points 
(33,000 people) above the start of the pandemic, and 2.0 
percentage points below its peak in July 2020, when it 
was 7.4%.

	h The youth unemployment rate fell to its lowest level since 
the Global Financial Crisis, reflecting a strong increase 
in employment for young men, following a number of 
increases for young women in recent months.

	h The end of the JobKeeper wage subsidy did not have a 
discernible impact on employment between March and 
April. Some of the 31,000 fall in employment may relate 
to the end of JobKeeper, but it could also reflect usual 
month-to-month variation in the labour market and some 
larger than usual seasonal changes similar to those we 
saw earlier in the year.

	h Seasonal factors explained the larger fall in hours (down 
0.7%), which was again attributed to higher than usual 
numbers of people taking leave around the public and 

school holidays.
	h The 31,000 (or 0.2%) fall in employment was due to a 

decline in female employment, down by 0.6%, while male 
employment increased by 0.1%. Female hours fell by 
1.6%, while male hours remained steady.

	h The falls in both employment and unemployment in April 
saw the participation rate decrease 0.3 percentage points 
to 66.0 per cent – back to around pre-pandemic levels.

	h The female participation rate decreased 0.5 percentage 
points to 61.3% and the male participation rate 
decreased 0.1 percentage points to 70.8%.

	h Underemployment decreased 0.2 percentage points 
to 7.8% in April 2021, 1.0 percentage point below its 
pre-pandemic level (8.8%).

	h The underutilisation rate, which combines unemployment 
and underemployment, decreased by 0.4 percentage 
point to 13.3%. This was 6.8 percentage points below 
its peak in April 2020, and 0.8 percentage points below 
the start of the pandemic, reflecting the continued fall in 
underemployment.

Source: Australian Bureau of Statistics (20 May 2021), 
Labour Force, Australia, April 2021. Retrieved from 

www.abs.gov.au on 24 May 2021.
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REPORT SHOWS THREE MILLION 
AUSTRALIANS LIVING IN POVERTY
Government action on income support, housing and employment could lift 
people out of poverty, according to the Social Policy Research Centre

A new report by UNSW Sydney’s Social Policy 
Research Centre (SPRC) and the Australian 
Council of Social Service (ACOSS) finds that 

poverty rates have remained at much the same level 
for the past decade, despite economic growth.

The 2020 Poverty in Australia Overview was launched 
today by ACOSS CEO Dr Cassandra Goldie at Vincentian 
House in Sydney. It shows more than 3.24 million 
people (13.6%), including 774,000 children under 15 
(17.7%), are living below the poverty line. In Australia, 
the poverty line is $457 per week for a single adult.

Associate Professor Bruce Bradbury at the SPRC, 
the report’s lead researcher, says the poverty rate in 
Australia is worse than in most other wealthy count-
ries, including New Zealand, Germany and Ireland.

“Our report finds that 13.6% of people in Australia are 
living in poverty and that poverty rates have remained 
at about this level for the past decade. Child poverty has 
consistently been higher than overall poverty, ranging 
from 16% to 18% over the past decade and now sits at 
17.7% – more than one in six children,” he explains.

Director of the SPRC, Professor Carla Treloar, says 
we cannot accept these high, persistent levels of over- 
all poverty and child poverty.

“We can see in recent decades the impacts of changes 
to income support settings on poverty levels. It’s clear 
we must take action on income support, housing and 
employment to lift people out of poverty,” she says.

Dr Goldie says that supporting each other is who 
we are as a nation, but our economy is leaving people 

behind with persistently high poverty rates.
“People living in poverty include young people work- 

ing to get their foot in the door of the competitive job 
market, single parents juggling caring responsibilities, 
and older people confronting age discrimination.

“The job market is changing, with jobs less secure and 
fewer entry-level jobs. Our housing costs are among the 
highest in the world and are locking people in poverty. 
For households of working age with the lowest incomes, 
average housing costs rose by 42% from 2005 to 2017.

REPORT SNAPSHOT

	h 3.24 million people in Australia (13.6% of the 
population) live below the poverty line.

	h 774,000 children under the age of 15 (17.7% of all 
children in Australia) live below the poverty line.

	h More than one in eight adults and one in six children 
live below the poverty line in Australia.

	h The poverty rate in Australia is worse than in most 
other wealthy countries; it is worse than in New 
Zealand, Germany and Ireland.

	h In Australia, the poverty line is $457 per week for a 
single adult; the poverty line is measured as 50% 
of median income.

	h The average poverty gap (the gap between the poverty 
line and the incomes of people in poverty) is $282 a week.

	h The single rate of Youth Allowance (plus Rent Assistance 
and Energy Supplement) is $168 per week below the 
poverty line.

	h Our survey of young people on Youth Allowance found 
9 in 10 skip meals and 1 in 3 have withdrawn from their 

studies because of a lack of funds.
	h The single rate of Newstart (plus Rent Assistance and 

Energy Supplement) is $117 per week below the 
poverty line.

	h Our survey of people on Newstart found more than 8 in 
10 regularly skip meals and more than half have less 
than $15 a day left after housing costs.

	h The single rate of the Age Pension (plus Pension and 
Energy Supplements) is closer to the poverty line, 
but still $10 per week below.

	h Among the lowest 20% of working-age households by 
income, average housing costs grew by 42% from 2005 
to 2017 (compared with an average rise in housing 
costs of 15% for the middle 20%).

	h Newstart, Youth Allowance and Rent Assistance 
have not increased in real terms in 25 years.

	h ACOSS is calling for a $95 per week increase to Newstart 
and Youth Allowance; a $20 per week increase to Rent 
Assistance (as a first step) and for these payments to 
be regularly indexed to wages, as is the case for 
the Age Pension.
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“Australia’s income support system was designed to 
help people when they are going through tough times. 
But key income support payments – Newstart and 
Youth Allowance – have not increased in real terms 
in 26 years and they are both well below the poverty 
line,” Dr Goldie says.

“Not only has poverty remained consistently high 
in our wealthy country, the depth of poverty is getting 
worse, with households in poverty on average living 
42% below the poverty line, up from 35% in 2007.

“It’s clear we must act to lift people out of poverty. 

The government can reduce poverty by boosting growth 
in jobs, increasing Newstart and Rent Assistance, and 
investing in social housing to ensure everyone has a 
safe place to call home.”

Read the full 2020 Poverty in Australia Overview report:  
http://povertyandinequality.acoss.org.au/wp-content/uploads/ 
2020/02/Poverty-in-Australia-2020_Part-1_Overview.pdf

Henwood, B (21 February 2020). UNSW and ACOSS report 
shows 3m Australians Living in poverty. Retrieved from 

http://newsroom.unsw.edu.au on 9 February 2021.

Poverty in Australia: who is affected?
Some groups of people are more at risk of poverty than others. Factors such as age, gender, family 
relationships, paid work and sources of income, disability and other characteristics can all have 
an impact on poverty risks.

UNEMPLOYMENT
People who are  
unemployed  
are at most  
risk of poverty.  
66% of people  
in households  
where the main  
income earner is  
unemployed live  
in poverty.

INCOME SUPPORT
People relying  
on income  
support  
payments  
rather than  
a wage are  
approximately  
5 times more  
likely to live in  
poverty.

HOUSING
People who rent their home are almost  
twice as likely to live in poverty (19%) as  
those who own their own home (9%).

66%
of households  
are in poverty

PARENTAL STATUS AND GENDER
Sole parent families are more likely to  
be in poverty (35%) than couple families  
(11%). Families with children with a female 
main earner are more likely to be in  
poverty (23%) than families with children  
with a male main earner (10%). 

AGE
Children are more likely to live in poverty (18%) 
when compared with the whole population 

(14%). The risk 

of poverty for 

children in sole 

parent families 

is much higher, 

at 44%. The  
poverty rate for 

people aged over 65 is somewhat lower, 

at 10%, except for people aged 65+ who 

are renting (39%). 

LOW-PAID WORK
38% of people in poverty are in wage- 
earning households. The vast majority of  
these households (72%) are families with 
children, and a significant proportion are  
relying on part-time work (36%).

9%
of households  
are in poverty

35%
of households  
are in poverty

7%
of households  
are in poverty

Main household earner  

is unemployed
Main household earner  

is employed

Income source is  

Govt payments
Income source is  

Wages/salaries

SOLUTIONS TO POVERTY
	h Set a serious goal of full employment.
	h Commit to a flexible employment and training guarantee to improve the employment prospects 

of people unemployed long-term.
	h Permanently lift social security payments above the poverty line.
	h Increase Rent Assistance so that everyone around the country receives enough rental support.
	h Build more social housing to improve the supply of secure and affordable homes.

© 2020 UNSW Sydney and ACOSS, Poverty in Australia 2020.

44%
poverty rate

13%
poverty rate
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1 in 4 unemployed Australians has a 
degree. How did we get to this point?
In spite of an increase in Australian workers with 
university degrees over recent years, around one in 
four graduates can expect to be unemployed. 
Lynlea Small, Amie Shaw and Ruth McPhail 
explain how we got to this point

A series of government policy reforms over recent 
decades aimed to increase the proportion of 
Australian workers with university degrees. 

They got that result, but what they did not expect 
to see was that almost one in four unemployed 
people would have a degree (although employees 
with a degree appear to have fared better during 
the COVID-related job losses).

And more than one in four graduates can expect to 
be either unemployed or underemployed four months 
after completing their undergraduate degree. So how 
did that happen?

More than 30 years ago the Australian govern- 
ment initiated a plan that would give more Australians 
access to university education. The government wanted 
equity objectives to become a priority of higher edu-
cation management planning and review. The reforms 
paved the way for no upfront student fee payments 
and income-contingent loans.

The goal of expanding university places was that, 
in time, Australian universities would be diverse in 
a way that reflected the general population. Specific 
under-represented groups were targeted. They incl-
uded women, students with a disability, Indigenous 
students, students from poorer families, students from 
non-English-speaking backgrounds, and students 
from regional and remote areas.

THE SUCCESS STORIES
The reforms, have, in part, achieved the desired out-
comes. Universities today do better reflect the general 
population. Australia has also greatly increased the 
number of people graduating with higher education 
qualifications, as the chart below shows.

Domestic female graduates, who were one of the 
target groups, now consistently outnumber domestic 

Domestic

Source: Higher Education Statistics/Commonwealth of Australia.

2009

GRADUATE NUMBERS AUSTRALIA-WIDE, 1989-2019
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male graduates. Students with a disability, Indigenous 
students, students from low socioeconomic back-
grounds and students from regional and remote areas 
have all had significant increases in enrolments. 

Another success story is the large increase in work- 
ing Australians who hold a university degree. From 
1993 to 2013 the proportion increased from 12.4% to 
27.9%. It continues to increase to this day.

In May 2019, 12,921,100 people were employed in the 
Australian labour market. Of those, 4,317,500 (33.4%) 
held a university degree. In February 2020, 13,048,200 
people were in work and 35.13% held a degree. By 
November 2020, the impacts of the COVID-19 pan- 
demic had reduced the labour force to 12,909,000. 
However, 4,763,400, or 36.89%, held a degree. 

Another success story is the large increase in 
working Australians who hold a university 
degree. From 1993 to 2013 the proportion 
increased from 12.4% to 27.9%. It continues 
to increase to this day.

So while the total number of people in work was 
slightly lower in November 2020 than in May 2019, 
degree holders fared better during the pandemic. 
They continued to increase both in number of emp-
loyees and as a proportion of the workforce.

BUT GRADUATE JOBS ARE HARDER TO FIND
However, the unintended and concerning statistics 
that resulted from policy reforms relate to the incr-
eases in unemployed people with a university degree.

For example, in May 2019 the number of unempl-
oyed was 694,900 but the number of unemployed 
with a university degree was 129,900, or 18.7%. In 
February 2020, just before the pandemic hit Australia, 
there were 761,100 unemployed. Of those 22.45% 
held a degree. By November 2020, the percentage of 
unemployed with a degree had risen to 23.29%, or 
almost one in four.

While the pandemic is largely responsible for the 
rise in unemployment, we also have a larger pool of 
eligible workers with university degrees. So it makes 
sense that, particularly in such challenging times, the 
number of unemployed with a university degree will 
increase.

Even so, prior to COVID-19, a large percentage of 
university graduates found it difficult to find full- 
time work. The 2019 Graduate Outcomes Survey-
Longitudinal (GOS-L) showed many take time to find 
full-time graduate employment.

The GOS-L assessed the short-term (four months) 
and medium-term (three years) outcomes of gradu-
ates. It was based on a cohort analysis of graduates 
who responded to both the 2016 Australian Graduate 
Outcomes Survey and the 2019 GOS-L. Graduates 
included those who completed undergraduate, post-
graduate coursework and postgraduate research degrees.

The table on the next page shows the outcomes for 

Regional and remote students (50% increase)
110,124

165,387

Students from low SES backgrounds (66% increase)
90,467

150,063

Indigenous students (105% increase)
7,038

14,429

24,311

54,265

Data: Universities Australia. Author provided.

Students with a disability (123% increase)

20172008

GROWTH IN DOMESTIC UNDERGRADUATE 
STUDENTS BY EQUITY GROUP

Percentage of Australian labour force with a degree

Total labour force Employed with degree % with degree

May, 2019 12,921,100 4,317,500 33.40%

Feb, 2020 13,048,200 4,583,900 35.13%

Nov, 2020 12,909,000 4,763,400 36.89%

ABS Labour Force, Australia, Detailed, Quarterly. Author provided.

Growth in unemployed with a university degree

Total unemployed Unemployed with degree % with degree

May, 2019 694,300 129,600 18.66%

Feb, 2020 761,100 170,900 22.45%

Nov, 2020 877,500 204,400 23.29%

ABS Labour Force, Australia, Detailed, Quarterly. Author provided.
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these 42,466 graduates within four months of complet-
ing their degree in 2016 and again in 2019, three years 
after graduating. Significantly, 27.4% of undergrad- 
uate graduates were unemployed or underemployed 
four months after completing their degree.

From a national point of view, the ethos is 
the more people who have a degree, the more 
highly skilled the workforce. In time the job 
market will get better, but it might be 
different for some.

Previous research and current statistics both prove 
that a university qualification does not guarantee a job. 
The 2008 Bradley Review prediction that by 2010 the 
supply of individuals holding undergraduate qualificat-
ions would not meet the demand has not eventuated.

From a national point of view, the ethos is the more 
people who have a degree, the more highly skilled the 
workforce. In time the job market will get better, but 
it might be different for some.

In these testing times graduates need to be resilient, 
determined and adaptable. They will have to take 
advantage of any opportunities and professional net- 
works that their universities and alumni provide.
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2016 graduate cohort full-time employment by %

Type of graduate
2016 (4 months  

after completion)
2019 (3 years  

after completion)
Increase  

(% points)

Undergraduates 72.6 90.1 17.5%

Postgraduates 86.0 93.0 7.0%

Postgraduate 
research

80.9 91.0 10.1%

2016 Australian Graduate Survey, 2019 GOS-L, Author provided
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‘Incalculable cruelty’: charities say $25 a 
week JobSeeker increase deeply inadequate 
The community sector has severely condemned the government’s decision to raise 
the JobSeeker payment by less than $4 a day, warning this will plunge millions of 
people further into poverty. Luke Michael reports for Pro Bono News

Prime Minister Scott Morrison revealed on Tuesday 
that JobSeeker will increase permanently by $25 
a week to $615.70 per fortnight once the corona- 

virus supplement ends on 31 March. The government 
also announced tougher mutual obligations require-
ments for jobseekers, and the creation of a hotline 
where employers can report welfare recipients who 
turn down work.

Morrison described the new welfare measures as 
a “change of gears” in Australia’s economic recovery 
from COVID-19.

“And with that change of gears, what we are doing 
now is we are re-basing the JobSeeker payment to en- 
sure that the long-term arrangements now are there 
for people to rely on should they find themselves out 
of work and to get the support they need when they’re 
out of work,” Morrison said.

Community groups have slammed the $3.57 a day 
increase, which follows years of campaigning from 
the sector to raise the rate.

The Australian Council of Social Service was calling 
for the rate to increase by $25 a day, which would 
have taken it to the national poverty line level of $457 

a week. CEO Dr Cassandra Goldie said the govern- 
ment’s decision was a “heartless betrayal of millions 
of people” on welfare.

“Today, the government has turned its back on 
those with the least, plunging people further into 
poverty,” Goldie said.

“This rate is far too low, and we will see 
the continuing impacts of this on rates of 
disadvantage, poverty and homelessness 
in Australia.”

“It’s a cruel decision that shows a complete lack of 
humanity and empathy. It comes as devastating news 
for so many and will have serious consequences for 
people’s lives, including homelessness and crushing 
debt.”

Anglicare Australia pointed out that the new perm-
anent $44 a day JobSeeker rate will actually represent 
a cut for welfare recipients, who are currently on $51 
a day with the coronavirus supplement. Executive dir- 
ector Kasy Chambers said Australians won’t buy the 
government’s spin of reframing the cut as an increase. 
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“People out of work have been strung along for 
months. They were lifted out of poverty in 2020 only 
to have their payments cut again and again with no 
certainty,” Chambers said.

“Now their payments will be cut to almost half of 
the poverty line. That’s not good enough.

Anglicare Australia renewed its calls for an independ- 
ent body to set and raise the rate of welfare payments.

Mission Australia CEO James Toomey said the 
federal government had failed to take an historic 
opportunity to dramatically lessen poverty, reduce 
homelessness and change lives.

“To increase the rate by only $50 a fortnight is an 
appalling decision. This rate is far too low, and we 
will see the continuing impacts of this on rates of dis- 
advantage, poverty and homelessness in Australia,” 
Toomey said.

“Already, many people surviving on income support 
are facing immense distress and insecurity ... [this new 
rate] is unfathomable and will not help get people 
back into work.”

MUTUAL OBLIGATIONS OVERHAUL SLAMMED
The Morrison government’s decision to pair the 
JobSeeker increase with harsher mutual obligations 
measures has also come under fire.

Jobseekers will be required to search for at least 15 
jobs a month from early April, with this rising to the 
pre-pandemic level of 20 jobs a month from July. After 
six months on the payment, jobseekers will have to 
participate in an approved intensive short course or 
go on work for the dole.

“Mutual obligations don’t help people find 
a job. They stop people from being able to 
find a job. They call it a carrot and stick. 
But really, you get a stick on one end 
and a whip on the other.”

An employer reporting line is also being set up, so 
employers can dob in welfare recipients who decline a 
job offer – with these jobseekers put at risk of having 
their payments docked.

Goldie said this was another cruel decision by the 
government.

“We already have one of the strictest systems of in- 
come support compliance among comparable coun-
tries,” she said.

“Harsher mutual obligation requirements will just 
make life even tougher for millions of people without 
improving their job prospects.”

The Australian Unemployed Workers’ Union also 
slammed the announcement. AUWU spokesperson 
Kristin O’Connell told Pro Bono News the govern- 
ment was showing “incalculable cruelty”. She said 
dialling up the policing of unemployed people was 
inexcusable and made no sense.

“People already struggle to survive on the payment 
and then with mutual obligations on top it makes it 

harder and harder to actually find work,” O’Connell 
said.

“Mutual obligations don’t help people find a job. 
They stop people from being able to find a job.

“They call it a carrot and stick. But really, you get a 
stick on one end and a whip on the other.”

The AUWU is calling for JobSeeker to be raised to 
$80 a day, which would put it in line with the original 
coronavirus supplement announced last March.

She said activists would now be pushing to get 
more community groups on board with this figure.

“We have support from The Greens and Get Up 
in our campaign and we’re pushing that harder and 
harder,” she said.

“It is really tough to take the shock of the ann-
ouncement today, but we will be only more strident 
in our continued fight to get a just welfare system.”

Luke Michael is a journalist at 
Pro Bono News covering the social sector. 

Michael, L (23 February 2021). ‘It’s incalculable cruelty’: 
charities say $25 a week JobSeeker increase is deeply inadequate’. 

Retrieved from https://probonoaustralia.com.au on 24 February 2021.
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$50 JobSeeker boost takes Australia’s 
payment from lowest in OECD to the 
second-lowest after Greece
It’s hard to see the recent increase in the unemployment benefit as 
anything other than a cut, observe Peter Whiteford and Bruce Bradbury

Fifty dollars sounds like a lot. But 
the increase in the JobSeeker 
unemployment benefit ann- 

ounced by Prime Minister Morrison 
on Tuesday is $50 per fortnight, 
which is just $25 per week. It will 
replace the temporary Coronavirus 
Supplement of $75 per week, which 
is itself well down on the $275 per 
week it began at in March last year.

It’s hard to see the increase as 
anything other than a cut, espec-
ially when coupled with another 
change which will allow recipients 
to earn other income of only $75 
per week before JobSeeker gets cut. 
That’s down from the present $150 
per week.

As the prime minister said, it’s 
better than it would have been if 
things returned to the level we had 
before special coronavirus provi-
sions. At that time, recipients could 

Notes: Rates for single adult shown relative to net income when receiving a full-time minimum wage 
(deducting tax and Medicare levy, and adding employer superannuation contribution). Any casual loading not 
included. Rates shown at first of each month. Any rent assistance not included. Poverty line is half of median 
equivalised household income for non self-employed workers. Rates include coronavirus supplement and 
energy supplement, future rates are estimates.
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earn only $53 per week before hav- 
ing their payment reduced.

But it’s not particularly generous. 
The Age and Sydney Morning Herald 
are quoting senior government 
sources as saying the $50 per fort-
night increase in the rate was the 
lowest figure the party believed 
would be palatable to the public.

Morrison justified the increase of 
$50 per fortnight – rather than $150 
(which would have kept what’s left 
of the coronavirus boost in place) or 
$100 or any other figure – by saying 
it will bring the payment to:

41.2% of the national minimum wage, 
which puts us back in the realm of 
where we had been previously.

Taking account of taxes paid 
and superannuation received by 
minimum wage workers gives a 
slightly higher replacement rate of 
42.3%. That takes it back to roughly 
where it was at the end of the 
Howard government in 2007.

However, there’s no readily app- 
arent reason why that should be a 
benchmark. 

During the life of the Howard 
government the level of the single 
payment fell from around 50% of 
the minimum wage to 42%, meaning 
what’s proposed will return it to 
its lowest point relative to other 
benefits under Howard.

Morrison also said the increase 
was the largest permanent increase 
in the unemployment benefit since 

1986. It’s an increase of 9.7%. 
During the Hawke and Keating 

administrations, the payment incr-
eased 23% in real terms. During the 
Whitlam administration it incr-
eased 50%. This means that while 
what’s offered is substantial by the 
standards of recent decades, it’s 
less so in the longer run.

BUT WHAT ABOUT 
THE SUPPLEMENTS?
Morrison also argued in his press 

conference JobSeeker is more ade- 
quate than the base rate would 
suggest because:

on top of that, if they’re receiving 
Commonwealth Rent Assistance, that 
payment would increase to $760.40; 
and on top of that, the average value 
of stand-alone supplements, the 
energy supplement and so on, is an 
additional $13.03. So the suggestion 
that anyone who was on JobSeeker 
is simply on that payment alone and 
there aren’t additional supports that 
are provided is not correct. 

It’s true all people on income 
support receive the energy supp-
lement (included in the figure 
above). But for a single person on 
JobSeeker, the supplement is only 
$8.80 per fortnight or less than 65 
cents a day.

Many people do indeed get rent 
assistance, but after paying rent 
they become worse off rather than 
better off. 

That’s because to get the max- 
imum rate of rent assistance for a 
single person of $140 per fortnight 
(9% of the minimum wage), that per- 
son has to be paying around $310 
per fortnight in rent. If that person 
is paying more, they get no extra 

It should be acknowledged Australia’s system is based on 
different principles to many other OECD countries in which 
workers and their employers make contributions to and 
withdrawals from unemployment insurance. 
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help. The maximum is also lower for 
people in shared accommodation.
Private sector renters are amongst 
the worst off recipients of income 
support. 

Other supplements such as the 
remote area allowance are indeed 
available, but are of no help to 
people who do not live in remote 
areas and may be inadequate to 
cover the higher costs involved. 
Supplements for help with lang-
uage and literacy are only paid 
to people in special educational 
programmes. 

Producing an average that incl-
udes supplementary payments 
most people don’t receive is in- 
herently misleading.

HOW AUSTRALIA COMPARES
Net replacement rates measure the 
proportion of previous in-work 
income that is maintained after 
several months of unemployment. 
They are the benchmark used by 
the prime minister to compare ben- 
efits to the minimum wage.

Using two months in unemploy-
ment as the measuring point (and 
using the most recently published 
2019 rankings) before the pan- 
demic, Australia’s replacement rate 
was the lowest in the OECD – even 
after rental assistance was added in.

When the maximum rate of 
Coronavirus Supplement was 
briefly in force in 2020, Australia 
moved to around the OECD 
average. The new rate from April 
2021 will move Australia from the 
lowest to the second lowest, ahead 
of Greece only.

It should be acknowledged 
Australia’s system is based on diff- 
erent principles to many other 
OECD countries in which workers 
and their employers make contri-
butions to and withdrawals from 
unemployment insurance. 

But the difference in philosophy 
does not change the brutal reality 
that when Australian workers lose 
their job, their incomes fall more 
than in almost any other high 
income country.

Even after what the government 
has trumpeted as a historic incr- 
ease, there will be few developed 
countries where people will be as 
worse off after losing work. Any 
permanent increase is welcome, 
but there is a long way to go.
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Even after what the government has trumpeted as 
a historic increase, there will be few developed countries 
where people will be as worse off after losing work. 
Any permanent increase is welcome, but there is 
a long way to go.
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CHAPTER 2

Underemployment and insecure work

Chapter 2 Underemployment and insecure work

EMPLOYMENT TRENDS
Employment underpins the economic productivity of 
a nation and enables people to support themselves, 
their families and their communities. Employment 
is also tied to physical and mental health outcomes 
and is a key factor in overall wellbeing. This article 
from the Australian Institute of Health and Welfare 
provides insight into employment trends in Australia

Employment definitions

The information on this page is sourced from 
the Australian Bureau of Statistics (ABS) Labour 
Force Survey (December 2018) (ABS 2018a) 

except where otherwise specified. Where available, 
seasonally adjusted data has been used.

The ABS Labour Force Survey uses these definitions:
	• Working-age population: All people aged 15-64.
	• Labour force: All people in the working-age 

population who are employed or unemployed 
(actively looking for work).

	• Not in the labour force: All people in the working- 
age population who are unemployed and not 
looking for work.

	• Unemployed people: All people in the working-age 
population who were unemployed in the survey 
reference week and:

 − Had actively looked for full-time or part-time work 
at any time in the 4 weeks up to the end of the 
survey reference week and were available for 
work in the reference week, or

 − Were waiting to start a new job within 4 weeks from 
the end of the reference week and could have started in 
the reference week if the job had been available then.

	• Participation rate: Percentage of the working-age 
population that is in the labour force.

	• Employment rate: Number of employed people, for 
any group, expressed as a percentage of the civilian 
population in the same group. Also referred to as 
the employment-to-population ratio.

	• Unemployment rate: Number of unemployed people 
expressed as a percentage of the labour force.

	• Underemployment rate: Number of employed 
people in the working-age population who are 
either employed:

 − Part time and want to work more hours and are 
available to start with more hours in the survey 
reference week or in the 4 weeks after the survey

 − Full time but worked fewer than 35 hours during 

the survey reference week for economic reasons, 
including being stood down or insufficient work 
being available.

Figure 1: Employment rate, by sex, 1978 to 2018

Note: This figure includes only the working-age population (15-64 years of age). 
This figure uses ABS seasonally adjusted data.
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 − The underemployment rate is expressed as a 
percentage of the labour force.

	• Full-time unemployment rate: Number of unemployed 
people looking for full-time work as a percentage of 
the full-time labour force (full-time employed and 
unemployed looking for full-time work).

	• Part-time unemployment rate: Number of unemployed 
people looking for part-time work as a percentage of 
the part-time labour force (part-time employed and 
unemployed looking for part-time work).

More definitions and information on how data on 
employment are collected can be found in the explan-
atory notes of the ABS Labour Force Survey (ABS 2018a) 
and Labour Statistics: Concepts, Sources and Methods 
(ABS 2018b).

Employment
Since the late 1970s, Australia has generally experienced 
increases in the level of employment. The average 
employment rate for all working-age Australians in 
this period was around 70%, with a low of 62% in April 
1983 and a high of 74% in December 2018. Nonetheless, 
the employment experiences of individuals differ with 
age, sex, educational attainment and other factors, 
explored further in The experience of employment 
(www.aihw.gov.au/reports/australias-welfare/the- 
experience-of-employment).

This period saw three major economic downturns 
– the early 1980s recession, early 1990s recession and 
the 2008-09 Global Financial Crisis (GFC). Following 
the 1980s and 1990s recessions, the employment rate 
for the working-age population fell. It then increased 
above pre-recession levels (Figure 1). The employment 
rate was slower to return to pre-recession levels foll- 
owing the 1990s downturn. During the GFC, the 
employment rate fell from approximately 73% to 72% 
over mid-2008 to mid-2009. Since mid-2009, the 

employment rate has moved between a low of 71% 
and a high of 74% (Figure 1).

In 2018, the female employment rate reached the 
highest point recorded in Australia at 70%. This 
rate has risen over the period since the late 1970s. 
From 1985, at least half of working-age females 
were employed. The male employment rate peaked 
at 83% in 1981. It was 79% in December 2018. Male 
employment declined more through each econ- 
omic downturn than did female employment.

Unemployment
In a similar manner to the employment rate, the un- 
employment rate has varied with economic down-
turns since the late 1970s. The economic downturns 
in the 1980s and 1990s, in particular the latter, saw 
unemployment rates maintained at higher rates for a 
longer period compared with the impact of the GFC 
(Figure 2).

In December 2018, the unemployment rate for the 
working-age population was 5.1%, compared with 6.4% 
in December 1978 (Figure 2). In the same months, the 
male unemployment rate was 5.0% in 2018, compared 
with 5.5% in 1978. The female unemployment rate saw 
the greatest change, at 5.2% in 2018 compared with 
8.2% in 1978.

In 2018, the highest rate of unemployment for 
the working-age population was in Outer regional 
areas at 6.8%, compared with 2013 where the highest 
unemployment rate was in Inner regional areas at 6.1% 
(Figure 3). In 2018, for people aged 15-24, the highest un- 
employment rate was in Outer regional areas (15.8%). 
In 2013, the highest unemployment rate for those aged 
15-24 was in Remote and very remote areas (11.7%).

Outer regional areas showed the greatest variance 
in unemployment rates from 2013 to 2018 for both the 
working-age population and those aged 15-24. Over this 
period, the unemployment rate rose in Outer regional 

Figure 2: Unemployment rate, by kind 
of work looked for, 1978 to 2018

Note: This figure includes only the working-age population (15-64 years of age). 
This figure uses ABS trend data.
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Figure 3: Unemployment rate by age 
and remoteness area, 2013 to 2018

Note: Data for ‘Remote and Very remote’ populations has a high 
standard error and should be treated with caution.
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areas by 31% for the working-age population (5.2% to 
6.8%), and 70% for those aged 15-24 (9.3% to 15.8%). The 
unemployment rate in Major cities remained stable 
between 2013 and 2018 for the working-age popul- 
ation (5.7% and 5.2% respectively), however it showed 
greater variance for those aged 15-24 between 2013 and 
2018 (11.4% and 10.2% respectively) (ABS 2013, 2018c).

Underemployment
The concept of underemployment relates to the under- 
use of the productive capacity of the labour force (ABS 
2018b). This section focuses on time-related under-
employment, which relates to workers reporting 
insufficient availability of working hours compared 
with the number of hours they are willing and avail- 
able to work.

Since the late 1970s, the underemployment rate 
has trended upwards for males and females in the 
working-age population (Figure 4). As with employ- 
ment and unemployment, the rate of underemploy- 

ment was impacted by economic downturns. The 
underemployment rate increased during the rec- 
ession of the early 1990s, but did not return to 
pre-recession levels. In December 2018, the under- 
employment rate was 9.0% of employed people aged 
15-64, which included 7.0% and 11.2% of the male 
and female labour force respectively.

Also, females are more likely to be working part 
time and more likely to prefer part-time hours. Males 
are more likely to work longer hours and more likely 
to prefer long hours (AIHW 2017).

Where do I go for more information?
For more information on employment trends, see:
	• Australian Bureau of Statistics (ABS), Labour 

Force, Australia, www.abs.gov.au/statistics/
labour/employment-and-unemployment/
labour-force-australia/latest-release

	• ABS, Education and Work, Australia, www.
abs.gov.au/statistics/people/education/
education-and-work-australia/latest-release

	• ABS, Labour Statistics: Concepts, Sources and 
Methods, www.abs.gov.au/ausstats/abs@.nsf/
Lookup/by Subject/6102.0.55.001~Feb 2018~Main 
Features~Labour Force Survey~19
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Figure 4: Underemployment rate yearly 
averages, by sex, 1978 to 2018

Note: This figure includes only the working-age population (15-64 years of age). 
Yearly averages are calculated from ABS monthly seasonally adjusted data.
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Underemployment and wages stagnation 
threatens COVID recovery, warns economist

A leading economist is warning labour market slack 
will push your take-home pay lower over the next two 
years and that could threaten the nascent Australian 
economic recovery. By ABC News business reporter 
David Taylor

There’s a pretty big risk that we see that in the 
next year or so,” EY Oceania’s chief economist 
Jo Masters told PM.

Economists agree an economic recovery is under- 
way. However, the guts of the recovery is being driven 
by government economic stimulus.

“The extraordinary level of income support from 
the [Federal] Government has driven household dis- 
posable incomes higher even in the face of record 
low wage growth,” Ms Masters said.

There’s evidence consumer spending is lifting, 

with strong retail sales numbers from the Bureau 
of Statistics in both November and December.

What happens next in the journey to economic 
recovery is all about the underlying strength of the 
labour market, which needs to pick up the role of 
paying households’ incomes as government support 
winds down.

“Getting Australians back to work is happening,” 
Ms Masters observed.

“Despite the recessionary environment in 2020, par- 
ticipation in the labour market is at record levels and 
the unemployment rate continues to decline.”

But it’s the make-up of this employment that 
worries Ms Masters.

PART-TIME LED JOBS RECOVERY
EY analysis given exclusively to the ABC shows much 
of the recovery in jobs has been in part-time roles, 
which are up 24,000 on pre-COVID levels, compared 
to there still being 112,000 fewer full-time jobs.

“While an increase in part-time roles is expected 
during periods of economic uncertainty – as bus- 
inesses hesitate to hire full-timers – the numbers 
also reflect a much bigger trend at play that was 
already well underway prior to the pandemic, and 
that’s the growing casualised workforce,” the EY 
analysis argued.

KEY POINTS
	h Wages are expected to grow just 1.25 per cent 

per annum for the next 18 months.
	h Over the same period, consumer prices are expected 

to rise 1.5 per cent per annum, meaning workers’ 
purchasing power will fall.

	h EY’s analysis shows that underemployment, rather 
than unemployment, accounts for most of the 
weakness in wage growth.
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The analysis of Australia’s labour market found 
that, since the 1990s, more firms have looked to adjust 
people’s hours worked down rather than let workers go, 
resulting in lower job losses during the peak of down-
turns. But this comes at a cost, not just to workers, 
but to the economy as a whole.

THE COST OF UNDEREMPLOYMENT
ABS data shows there are about 44 million hours each 
week of spare capacity in the labour market from 
people considered unemployed or underemployed. 
Excluding those that are considered long-term 
unemployed, and between jobs, there are still 35 
million hours a week being lost.

If you factor in the minimum wage, that equates to 
$694 million a week in wages not hitting household 
bank accounts and not available for those house- 
holds to spend.

But it is not just the direct impact that EY warned is 
hurting the economy: underemployment equals what 
economists call “spare capacity” in the jobs market; 
more people competing for extra work, pushing down 
the price of labour.

Private wage growth hit a record low of 1.2 per cent 
in the year to September 2020. Treasury is now fore-
casting growth of just 1.25 per cent until June 2022.

So, taking the Treasury inflation forecast (1.5 per cent 
by 2022) into account, real wages are set to go back- 
wards over the next two financial years.

Reserve Bank governor Philip Lowe told the 
National Press Club that, as firms invest and hire, 
driving up the demand for labour, wages should lift. 
He asked workers to be “patient”.

BUSINESSES NEED TO STEP UP
Ultimately, higher wages are going to come from 
bosses giving workers more pay into their bank 
accounts. The National Australia Bank, as part of its 
Quarterly Business Survey, asked 500 businesses to 
quantify their confidence to invest and hire.

There are about 44 million hours each week of 
spare capacity in the labour market from people 
considered unemployed or underemployed. 
Excluding those that are considered long-term 
unemployed, and between jobs, there are still 
35 million hours a week being lost.

The bank’s executive general manager for small 
business, Ana Marinkovic, told PM that businesses 
have expressed their desire to hire more workers as 
cashflow starts to become more “secure”.

However, she stopped short of saying that higher 
wages will follow, noting that there was still much 
uncertainty around COVID-19 and the economic 
recovery.

“We know that things can turn very quickly, as we 
have seen today in Melbourne,” Ms Marinkovic said.

“And many businesses still need support, especially 
those in hospitality and tourism.”

EY’s Jo Masters suggested an official unemploy-
ment rate of 4.5 per cent and an underutilisation rate 
(combining unemployed with the underemployed) 
under 12 per cent should be enough to put real upwards 
pressure on wages. This can be achieved, she argued, 
by increasing direct Government spending (infra- 
structure spending and service delivery) or by pushing 
through productivity-enhancing economic reforms.

“It is critical that the focus of fiscal policy shifts 
from respond and recover, to recover and reform,” Ms 
Masters said.

© ABC. Reproduced by permission of the 
Australian Broadcasting Corporation – Library Sales.

Taylor, D (4 February 2021). ‘Underemployment and wages 
stagnation threatens COVID recovery, warns economist’ 
(Updated 5 February 2021), ABC News. Retrieved from 

www.abc.net.au/news on 9 February 2021.
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SOLUTIONS TO UNDEREMPLOYMENT
Underemployment is complex and has become a structural feature of our economy. However, 
the economic dormancy brought about by COVID-19 provides a window for structural 
reforms, according to this extract from a recent Per Capita discussion paper

So what can be done to capture the value of our 
workforce more effectively? How can we utilise 
the vast pool of productive capacity that lays 

stagnant in underemployment?
Despite its pervasiveness in many countries, under-

employment should not be seen as inevitable. Placing it 
into the ‘too hard basket’ is a dereliction of responsib- 
ility for our young, female, and low-income workers.

We suggest that this is an opportune moment to 
address underemployment with the following policy 
measures:

1) Industrial relations reforms, particularly 
within high underemployment sectors
Generally, industries that have a large proportion of 
part-time workers have a higher rate of underemployed 
workers. These industries also tend to be dominated 
by women and by younger workers.

Underemployment is most commonly experienced 
in retail, healthcare and social assistance, accommod-
ation and food services, and education and training. 
Many of the jobs involved in keeping our economy 
afloat during coronavirus fall within these sectors, 
and there is now, more than ever, a moral imperative 
to bring about a restoration of bargaining rights and 
sector-wide bargaining. Sector-wide bargaining would 
specifically help to protect the atomised and femin- 
ised workforces in small businesses that dominate the 
social care and retail sectors, enabling them to bar- 
gain more effectively for more suitable workloads.

2) Providing a Youth Guarantee
A Youth Guarantee was introduced by law across the 
European Union between 2014 and 2016 and has been 
experimented with in different forms by member states. 
The European Youth Guarantee is a commitment by 
Member States to guarantee that all young people under 
the age of 25 receive, within four months of becoming 
unemployed or leaving formal education, a good quality 
work offer to match their skills and experience; or 
the chance to continue their studies or undertake an 
apprenticeship or professional traineeship (Escudero 
& Mourelo, 2018). Per Capita is currently undertaking 
applied policy research to assess what models might 
work best under Australian conditions.

3) A recommitment to TAFE
Binding young workers to the labour market through 
non-university educational paths appears to be one of 
the most effective ways to reduce underemployment. 
The introduction of a profit motive into the skills 
training and vocational education system has led to ex- 
tremely poor outcomes for our skills market and to the 
individuals caught up with unscrupulous VET providers. 
A revamped TAFE system, brought back into the state 
education system, would enable a coordinated response 
to the underemployment crisis, and re-establish the 
value of vocational training for employers and students.

4) Sharing the training burden
A commitment to ensure workers have relevant jobs 
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cannot only come through the TAFE system. Australia 
also needs to find a better means to ensure industry par-
ticipation and cost sharing. While we cannot recreate 
the Germanic model of on-the-job training outright, we 
must ensure that a greater share of the costs and res-
ponsibilities of training workers with the right skills 
for contemporary work lies with employers. Such a 
system would ensure greater relevance of skills for 
employers, meaning there would be a productivity 
incentive for employers to engage.

5) Lifelong learning accounts
Skills training should not stop at any particular age. In 
our 2018 report The Future of the Fair Go we proposed 
that 2.5 per cent of gross income could be contrib- 
uted by employers to lifelong learning accounts for all 
workers. As with existing skills investments, contrib-
utions could be tax deductible for employers. This 
would allow workers to engage in skills upgrading in 
response to changing economic or personal conditions.

6) Support for workforces in 
transitional industries
The changes already underway in information tech- 
nologies, AI, big data, and machine learning are contrib-
uting to the increase in marginally attached workers. 
This disruptive economic trend means that state and 
federal governments will need to play far greater roles 
in the labour market, and we suggest that this includes 
direct government employment schemes. 

Powerful economic forces will push for the state 
to absorb the costs and risks of Uber-esque models, 
which rely on marginally attached and isolated workers. 
However, firms that seek to profit from atomising 
their workforce and increasing state liabilities for 
the associated costs must be appropriately taxed and 
must also be regulated through the industrial rel- 
ations system.

CONCLUSION
Our research highlights the enormous waste of res-
ources that underemployment causes at the individual 
and aggregate level. The cost to individuals both now 
and in the future limits their capacity to progress their 
careers, affects their mental health, and is likely 
to make them more risk-averse, which limits job 
switching and pay bargaining (Keating, 2020).

It certainly affects their short-term earnings and 
spending power, as well as their long-term economic 
security, as our calculations have shown. The macro-
economic impact is potentially enormous, with 
pre-crisis lost wages of over $24 billion per year. 
The immediate spike in underemployment under 
COVID-19 must not be allowed to become entrenched 
as has happened after previous recessions. Such eco-
nomic scarring is corrosive to the Australian labour 
market and represents a failure of commitment to 
the principle of the fair go.

Underutilised labour is frequently called ‘spare 
capacity’ by institutions such as the RBA, newspapers, 

and academics. We argue that, given the scale of unnec-
essary suffering of Australians, this language needs to 
be reconsidered. Underemployment is not like hav- 
ing machines sit idle. It is not like having more space 
in the garage than you need. We are discussing the 
mental and economic wellbeing of Australians, and 
a failure to provide enough high-quality work.

While we recognise that underemployment is a 
complex issue, tackling it is one of the most pressing 
economic, social and intergenerational imperatives 
of our time. As we consider the measures needed 
to rebuild our economy and restore jobs after the 
greatest economic shock in our history, we must take 
this unprecedented opportunity to fix the faults that 
existed in the system before. Removing entrenched 
barriers to full employment, and ensuring all workers 
are given the opportunity to maximise their potential 
and earning power, is a good place to start.

© 2018 Per Capita. All rights reserved.

Lloyd-Cape, M (May 2020). Slack in the System: the economic 
cost of underemployment, pp. 24-26. Retrieved from 

http://percapita.org.au on 9 February 2021. 

Despite its pervasiveness in many countries, 
underemployment should not be seen as 
inevitable. Placing it into the ‘too hard basket’ 
is a dereliction of responsibility for our young, 
female, and low-income workers.
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PANDEMIC EXACERBATED INEQUALITY, 
INSECURITY IN AUSTRALIA’S LABOUR MARKET
A year-end review of the dramatic changes in 
Australia’s labour market in 2020 by The Australia 
Institute has confirmed that the worst economic 
impacts of the COVID-19 pandemic were felt by 
Australians in relatively low-paid, insecure jobs

It is painfully ironic that the worst impacts of the 
pandemic were felt by those who could least afford 
to lose their work and income,” said Dr Jim Stanford, 

Director of the Centre for Future Work, and co-author 
of the report.

“Both on the way down, and on the way back up, this 
recession has reinforced the dominance of insecure 
work in Australia’s labour market.

“Precarious work strategies explain why the effects 
of the pandemic were so painfully unequal, and this 
new surge in insecure work makes Australians even 
more vulnerable to such shocks in the future.

“COVID-19 had a terrible impact on both the quan-
tity and quality of work in 2020. Because Australia has 
been relatively successful in controlling the virus, the 
labour market could improve significantly in 2021, 
however, the rapid expansion of insecure work poses 
a major challenge to the stability and prosperity of 
Australian households,” Dr Stanford said.

OTHER FINDINGS OF THE REPORT INCLUDE:
	• Since May, over 400,000 casual jobs have been 

created (2,200 per day, on average), accounting 
for over 60% of all new waged positions since the 
recovery started. That is the largest surge in casual 
employment in Australia’s history – contradicting 
business and government claims that uncertainty 
about casual employment rules are holding 
back hiring.

	• Workers over 35 years of age have regained all 
of the jobs lost in the pandemic, and then some. 
All remaining job losses are concentrated among 
workers under 35.

	• Office-based occupations (professionals, clerical 
workers, and most managers) have also regained 
pre-pandemic employment levels. But other 
occupations (especially community and personal 
services, sales workers, and labourers) continue 
to suffer major employment losses.

	• New labour laws proposed by the Commonwealth 
government would accelerate the surge in insecure 
work: liberalising the use of casual labour by 
employers, and allowing them to treat permanent 
part-time workers more like casuals.

To read the full report, 2020 Year-End Labour Market Review: 
Insecure Work and the Covid-19 Pandemic by Dan Nahum and 
Jim Stanford (December 2020), visit: https://australiainstitute.
org.au/report/2020-year-end-labour-market-review-insecure-
work-and-the-covid-19-pandemic/

The Australia Institute (30 December 2020). Pandemic 
exacerbated inequality, insecurity in Australia’s labour market. 

Retrieved from http://australiainstitute.org.au on 9 February 2021.

KEY FINDINGS
	h Workers in casual jobs lost employment at a rate 8 

times faster than those in permanent positions.
	h Part-time workers suffered job losses 3 times 

worse than full-time workers.
	h Young workers, women, and workers who do not 

work in offices also suffered disproportionate job 
losses during the initial shutdowns – and continue to 
experience much worse employment conditions.

	h Worse yet, the report shows the rebound in 
employment that began in May has seen a historic 
surge in insecure jobs – which account for the vast 
majority of new jobs created since the economy 
began re-opening.

“Precarious work strategies explain why the 
effects of the pandemic were so painfully 
unequal, and this new surge in insecure 
work makes Australians even more 
vulnerable to such shocks in the future.”
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Australia’s jobs and insecure work crisis
The coronavirus crisis has shone a light 
on low pay and insecure work, observes 
Michele O’Neil, President of the Australian 
Council of Trade Unions (ACTU)

We know the devastation unemployment 
causes a person, a family, a community and 
the nation. The economic and social crisis 

facing our country is severe, and the impact will not 
be shared fairly.

Joblessness hasn’t been worse in our lifetimes. The 
shocking TV footage we saw as the pandemic hit of 
long queues outside Centrelink offices is a defining 
image of the crisis. We have had the worst news on 
jobs we’ve had since the Great Depression of the 1930s. 

Underemployment reached the highest level on 
record. Overall, one worker in five either lost their 
jobs or lost hours during just a month. Women, the 
young and part-time workers have borne the brunt 
of the crisis.

This crisis has also shone a light on low pay and in- 
secure work. The incidence of insecure work in 
Australia is alarming. The fact that our national 
government and some employer groups seek to deny 
this reality and refuse to support reforms to better 
protect workers in insecure non-standard employ-
ment is a disgrace.

Many from conservative quarters like to claim that 
casual work is the only form of ‘non-standard forms 
of employment’. Casual jobs are definitely insecure, 
and there are far too many casual jobs in Australia 
with roughly one in every four people employed on 
a casual basis.

However, employers have discovered many other 
ways to shift the risk and move workers from secure to 
insecure forms of employment.

These strategies include: using labour hire comp-
anies to create triangular employment relationships; 
sacking people in standard employment and rehiring 
the same workers to do exactly the same job but call- 
ing them “independent contractors” to lower their 
labour costs; using multiple consecutive short-term 
contracts to avoid workers receiving the benefits that 
only apply to those in full-time permanent positions; 
replacing standard full-time workers with part-timers 
who face variable hours from week to week and 
who cannot get as many hours work as they would 
like; exploiting temporary visa holders through the 
power of controlling their passport as well as their 
employment; gig workers whose work, place of work, 
length and time of work are all varied outside their 
control while being forced to bid against each other 
for jobs without any protection, are all in non-standard 
forms of employment and face high levels of insecurity.

These jobs often involve working hours that are 
excessive to earn a very low wage (and usually involve 

working hours that are not friendly to a family, social or 
community life). The remuneration for non-standard, 
precarious or insecure work is usually insufficient to 
provide an individual or a family with a living wage and 
for many the weekly income can fall to zero without 
warning, merely because the boss decides that you are 
not needed for the next few days.

Employment conditions that were considered stan-
dard for much of the last century, like paid holidays and 
sick leave, are often not available to those in insecure 
employment. Importantly, most insecure workers have 
no, or very limited, employment protection and they 
normally find it very difficult to enforce their funda-
mental rights to freedom of association to join a union, 
to organise and to participate in collective bargaining. 
They sit in a twilight zone outside of the protections 
of an industrial relations system designed on the foun- 
dations of secure, permanent, full time employment.

Just because not every person in a non-standard 
working relationship is being exploited is no excuse 
to ignore the fundamental problems facing the vast 
majority of insecure workers. We should not design 
public policy to suit a small elite. It has never been 
appropriate to design national labour laws and labour 
market institutions based on the working conditions 
that prevail for the highest paid workers.

On the contrary, our laws and institutions should 
be designed to protect everyone, especially those most 
vulnerable to exploitation. The basic premise of labour 
law is that a power imbalance exists between the 

Casual jobs are definitely insecure, and there are 
far too many casual jobs in Australia with roughly 
one in every four people employed on a casual basis. 
However, employers have discovered many other 
ways to shift the risk and move workers from 
secure to insecure forms of employment.
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individual worker and the employer. That imbalance 
is particularly pronounced for the vast majority of 
insecure workers.

Our labour laws, and labour market institutions, 
should be reformed to assist these workers who face a very 
dramatic power deficit in their employment relation- 
ship. They must also change to end the sham nature 
of many forms of insecure work and extend rights to 
workers not just those narrowly defined as employees.

ECONOMIC RISK HAS BEEN 
TRANSFERRED TO THE WORKERS
The dramatic expansion of insecure work in Australia 
in recent decades is the result of a business model that 
has shifted economic risks from the employer to the 
worker. Entrepreneurs in Australia like to brag that 
they are the risk takers on the cutting edge of the 
competitive marketplace. They claim that they des- 
erve high profits and incomes because of this risk-
taking activity. The reality is far different.

When Australia is hit by an external shock and an 
economic crisis or domestic demand diminishes, like 
a pandemic, it is labour, not capital, that absorbs most 
of the pain. Because of the very high proportion of 
insecure jobs, Australian employers can rapidly and 
substantially reduce their number of employees and 
labour costs in a downturn. This was not the case 
when the vast majority of workers were in permanent, 
full-time jobs with adequate notice about termin- 
ation and redundancy packages.

In recent times economic risk has been transferred 
to the workers but the financial rewards that flow in 
the good times has not. Despite provisions like the so- 
called casual loading, average hourly earnings in most 
non-standard jobs are below total average hourly earn-
ings, and the labour share of income has undergone 
a steep decline. The declining wage share in national 
income is a result of both stagnant real wages and the 
expansion in non-standard employment.

The balance between risk and reward in the Australian 
labour market has shifted significantly in favour of the 

small elite. Workers absorb most of the risks and the 
bosses take all the rewards. This is a major factor behind 
the great divide in our nation. This business model 
thrives because public policy supports this approach.

Conservative voices often argue that Australia needs 
even more labour market flexibility to compete in 
global markets and to promote growth. This is eco-
nomic nonsense. Every economy needs to balance 
labour market flexibility and security. All societies 
need to balance risk and reward. But public policy 
in Australia over the last 30 years has gone too far in 
promoting downward wage flexibility and flexible 
forms of work.

The neoliberal philosophy that has guided 
changes in our industrial relations system over the 
last 30 years has contributed to the overall exp- 
ansion in insecure work and the emergence of 
new categories of non-standard work. This in turn 
has resulted in 8 years of stagnant wages at a time 
of economic growth and has been a major factor 
con-tributing to growing income inequality and social 
problems. It is also a fundamental factor explain- 
ing why large sections of the population are dis- 
illusioned with our political process and many of our 
public institutions. Curtailing the spread of insec- 
ure employment and improving the protection, pay 
and conditions available to workers in insecure jobs 
must be a priority.

The coronavirus crisis exposed fault-lines in Austr-
alia’s economy, labour market and OHS system. It has 
plunged millions of workers into unemployment or job 
insecurity and has hit some of the most disadvantaged 
workers the hardest. We needed a response to the 
crisis that addressed the direct impacts of the virus, 
but which also acknowledged and addressed the 
pre-existing weaknesses in our economy and society.

This is not the response we received. Instead we saw 
the gaps left in JobKeeper through which thousands 
of workers fell, the lack of response to the gendered 
nature of the impact of the crisis, with women dispro-
portionately losing job and hours compared to men, 
the lack of paid sick leave and dangerous gaps in our 
workplace health and safety measures.

We have the opportunity to address these issues not 
with a return to pre-COVID trickle-down thinking, 
but with an ambitious, aggressive, government-led 
effort to rebuild the economy and put Australians 
back to work in secure jobs.

During this crisis working people kept our econ- 
omy going, many by taking risks to their own personal 
safety. We must recognise the contribution of our un- 
sung heroes, like our cleaners, supermarket workers, 
delivery workers and our health and aged care workers. 
To do this we need to create not only more jobs but a 
more secure world of work. We owe them this much.

Michele O’Neil is President of the ACTU.

O’Neil, M (29 July 2020). Australia’s Jobs and Insecure Work Crisis.  
Retrieved from www.evatt.org.au on 9 February 2021.
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WHY IS JOB INSECURITY SO 
PREVALENT IN AUSTRALIA?
BY EDWARD CAVANOUGH FROM THE MCKELL INSTITUTE

The nature of Australia’s workforce has been 
changing for decades. Workers today are more 
challenged, more productive, and more skilled 

than ever before. But for too many, an evolving 
economy has brought with it job insecurity – a con-
stant cloud that affects workers’ ability to plan for 
their future and fully engage in their local economies.

For years, Australia’s economic stats have looked 
pretty rosy. We cheer a 27-year stretch of unbroken 
economic growth, consistently low unemployment, and 
our savvy navigation of the 2007-8 Global Financial 
Crisis – the biggest financial crash the world had seen 
since the Great Depression. Despite this, the reality 
is that our economy doesn’t work for every single 
Australian. For the millions of workers suffering stag-
nant wage growth and increasingly insecure work, 
Australia’s headline economic stats feel increasingly 
detached from their lived experience.

Insecure work comes in all shapes and sizes
In McKell Queensland’s latest discussion paper, Winter 
Fellow Lillian Alexander explores the nature of insec- 
ure work in Australia. Understanding Insecure Work in 
Australia, looks at the varied nature of insecure work, 
and how it has emerged over the past few decades.

12.5 million Australians are now in the workforce. But 
millions of these fall into employment categories that 
offer little job and financial security. The rise of temp 
workers and independent contractors – often provided 
through one of the nearly 6000 labour hire firms in 
the country – have meant more and more workers are 
vulnerable to the day-to-day oscillations of the market, 
and are limited in their entitlements. Today, the ABS 
reports more than a million Australian workers are 
paid through a labour hire firm or employment agency.

Beyond the ‘gig economy’: victims of risk-
shifting are as diverse as the economy itself
Well publicised is the plight of ‘gig economy’ workers 
– like Uber drivers – who have no certainty over their 
income, as it is only determined by the day-to-day (or 
sometimes hour-to-hour) availability of work.

There are undoubtedly legitimate roles for indep- 
endent contractors and temp workers in an economy. 
But too often, workers to have no choice but to register 
themselves as an independent contractor, even if 
their employment relationship mirrors the traits 
you’d expect to see in a typical employer-employee 
relationship. Unfortunately, a large percentage of 
these workers have little access to basic workplace 
entitlements – such as sick, holiday and family leave, 
penalty rates, and superannuation.

This type of uncertainty is not unique to gig econ- 
omy workers. It’s increasingly common in all sectors 
of the economy, particularly in industries like horti-
culture, health and aged care, and cleaning. Over a 
million Australian workers are classified as ‘independ- 
ent contractors’ – but many of these include workers 
who are independent contractors in name only.

‘Sham contracting’ – an arrangement in which nef- 
arious employers hire workers as a contractor, despite 
the employment-employer relationship resembl- 
ing that of a traditional employee are now common 
in industries not always associated with high rates 
of contracting (such as clerical workers, healthcare 
professionals, carers and even restaurant workers).

Workers in these categories are often falling prey 
to the phenomenon of risk-shifting – a technique in 
which employers shift a significant portion of the risk 
of doing business to labour itself. Drs Sarah Kaine and 
Emmanuel Josserand succinctly defined the nature of 
risk shifting, writing in The Conversation in 2016:
“To secure work in the gig economy, workers often have 
to contribute not just their time and labour but also their 
capital [in the form of vehicles, tools etc] … In this type 

KEY POINTS
1. Unemployment may be low, but underemployment 

and underutilisation rates remain stubbornly high.
2. Half of Australian workers have no leave entitlements.
3. Over a million Australian workers are classified as 

independent contractors – with few superannuation 
rights, or other entitlements.

4. There are almost 6,000 labour hire firms working in 
Australia. 1.023 million Australians are paid through 
labour hire firms or employment agencies.
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of economy many organisations are “asset light”. This 
means businesses make money through providing access 
to goods and services and making connections between 
smaller providers and consumers. In doing so, the risk 
shifts from business to individual gig workers.”

In essence, these arrangements add to the press- 
ures workers face and can inflate the stresses and 
insecurities workers may feel.

Stats can mask the reality
Headline stats don’t always show the full picture. 
For example, unemployment is low today, hovering 
at around 5 per cent. This may be cold comfort for 
workers facing underemployment – the hundreds of 
thousands of Aussies who actually want more hours 
to combat the stubbornly low wage growth they’ve 
been subjected to for years.

Similarly, headline statistics can’t tell the story of the 
millions of Australians working without basic work- 
place entitlements – like superannuation or even 
leave – that so many of us take for granted. Combined 
with the broad nature of economic disruption and 
near-stagnant wage growth, these trends provide a 
challenging environment for Australian workers. And 
poor policy prescriptions have only exacerbated this 
reality, depriving more Australian workers of their agency 
in the workplace, and made their future less secure.

A quarter of Aussie workers are casuals
Understanding Insecure Work in Australia also notes that 
a quarter of Australians are employed as casuals. Casual 
work is an important categorisation, and can offer 
genuine flexibility for both workers and employers.

The deal between employers and casual workers is 
a simple one: in exchange for less workplace entitle- 
ments, casual workers are paid a little more – part- 
icularly when working unsociable hours. The under- 

mining of penalty rates has threatened this simple 
proposition, and has exacerbated job insecurity for 
hundreds of thousands of casuals across Australia 
who can no longer feel certain that their rates of pay 
will go up over the long term, not down.

All of this is illustrative of a changing economy 
– one that might often bare comforting headline 
statistics, but still sees too many workers struggling.

What can we do about it?
Insecure work is a complex and multifaceted problem to 
overcome. But there are levers that can be pulled today 
to help correct the trend towards greater job insecurity 
in Australia. Governments are already looking at labour 
hire licensing as one way to end the scourge of sham 
contracting that undermines so many workers. While 
there has been progress on this front in Queensland 
and Victoria, unfortunately, South Australia looks set 
to repeal its labour-hire licensing scheme that was 
introduced in 2017. A national labour hire licensing 
framework would go a long way to improving the 
plight of contract workers.

Governments could also reform fixed-term con- 
tracts, giving workers who demonstrate a long-term 
commitment to a job an easier path towards per- 
manency, as is the case now for some casual workers.

The Commonwealth should also consider bolstering 
the resources of the Fair Work Ombudsman to provide 
workers with better access to justice in the workplace. 

McKell’s report, The Economic Impact of Wage Theft 
on Queensland’s Workers and Economy, demonstrated 
the extent to which the FWO has been under-resourced 
in recent years. It means there is no strong cop on the 
beat to enforce employer malfeasance, giving workers 
less agency in the workplace and limiting workers’ 
capacity to get a fair deal from their employer.

Insecure work is entrenching itself in Australia’s 
labour market. Only through considered, collabor- 
ative action can an economy emerge that provides a 
better deal for Australia’s 12.5 million workers.

© 2021 McKell Pty Ltd.

Cavanough, E (January 2019). Why is job insecurity so prevalent in 
Australia? Retrieved from http://mckellinstitute.org.au on 9 February 2021.
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CASUAL WORK AND COVID-19
COVID-19 has put casual work under a fresh 
spotlight but it still seems to work for many. Rather 
than wholesale regulatory change, responding to 
the pandemic should be about taking temporary 
emergency action. By Professor Mark Wooden, 
University of Melbourne

For many years the labour movement has been 
warning us about the perils of insecure work. 
The claim is that many Australian workers are 

subject to unpredictable and fluctuating pay, irregular 
and unpredictable working hours, inferior rights and 
entitlements, lack of certainty over job continuity, and 
a general lack of control over their working situation. 
This, in turn, will feed into adverse consequences for 
the health and wellbeing of these workers and their 
families. 

More recently, workers in these more insecure 
forms of employment have borne the brunt of job 
losses arising out of the COVID-19 pandemic, and 
for those that have maintained employment, some 
have even been blamed for helping spread the dis- 
ease within workplaces.

So, does this mean we need wholesale reform of 
the employment system, or, outside of our pandemic 
circumstances, is the system largely working?

While insecure work comes in many forms, in Aus- 
tralia it is casual employment that is most prominent. 
A key feature of this type of employment is the 
absence of any advance commitment on the part of 
the employer to both the continuity of employment 
and the number of days or hours to be worked.

Precise estimates differ with the way casual employ- 
ment is defined and measured, but it is generally acc- 
epted that around one in five Australian workers are in 
casual jobs, a level that has remained little changed for 
two decades (but is much higher than it was in the 
early 1980s).

Further, among industrial nations, Australia appears 
to be unique. While casual-like forms of employment 
exist in other countries, the incidence is relatively 
low, and tends to be restricted to jobs where demand 
is highly variable and unpredictable. In contrast, in 
Australia, many casual employees work regular hours 
for the same employer over long periods.

So why is Australia so different? One answer lies 
in the long tradition of making explicit provision 
for casual employees in industry awards, thereby 
legitimising the use of this form of employment by 
employers.

Second, casual employment has been further enc- 
ouraged by a requirement that casual employees 
receive a pay premium. Today that premium is 25 
per cent for all workers covered by awards.

But why would any workers accept such jobs if 
working conditions are as bad as portrayed by the 
critics?

The usual explanation is that workers have no 
choice – that for many, especially those with few 
skills, casual jobs are the only jobs on offer.

But another explanation is that casual jobs are 
mostly not bad jobs, or at least the workers taking 
those jobs don’t think so.

HILDA Survey data, for example, show that while 
casual employees are far more likely to express dis- 
satisfaction with their job security than other 
employees, this doesn’t translate into markedly lower 
levels of overall job satisfaction.

And nor is there any evidence that casual employ- 
ment is associated with any obvious adverse health 
effects. My own analysis of the longitudinal HILDA 
Survey data (undertaken in collaboration with Pro- 
fessor Duncan McVicar at Queen’s University Belfast 
and Markus Hahn at the University of Melbourne and 
under review at a health journal) has been unable to 
find any evidence of significant associations between 
casual employment and a range of self-reported 
health measures.

Similarly, two previous studies, here (https://journals. 
sagepub.com/doi/10.1177/0022185612454974 ) 
and here (https://academic.oup.com/aje/article/ 
179/12/1467/2739135), analysing these same data were 
unable to find any negative associations between 
casual employment and subsequent reports of 
mental health status. 

In other research with Dr Inga Lass (now at Ger- 
many’s Federal Institute for Population Research) 
we have, however, shown that casual employment is 
associated with significantly lower household incomes. 
But the major factor driving this is relatively fewer 
working hours, an issue that wouldn’t necessarily be 
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resolved by conversion to permanent employment.
Many workers will also be attracted by the 25 per cent 

pay premium on offer. While casual workers typically 
don’t have access to paid annual and paid sick leave 
and public holidays, for most the 25 per cent premium 
appears to be more than adequate compensation.

Indeed, for many workers in low-wage jobs (which is 
where casual employment is concentrated) additional 
income will be much more highly valued than paid 
time off.

For many workers in low-wage jobs (which 
is where casual employment is concentrated) 
additional income will be much more highly 
valued than paid time off.

Moves to prohibit casual employment, or at least, 
restrict the conditions under which casual contracts 
could be used, may therefore leave many workers feel- 
ing worse off.

Indeed, since late 2018, most awards contain clauses 
that give some casual employees – those that have 
worked a regular pattern of hours over a 12-month 
period – the right to request conversion to permanent 
employment. Despite this, there is little evidence of 
employers being swamped with requests given there 
has been no marked drop in casual employment.

It may be that some casual workers are trading off 
the longer term benefits of a permanent position, 
like being eligible for a promotions, in return for the 
immediate casual wage premium.

In yet other research, for example, we have shown that 
the mean difference in hourly wages between comp- 
arable permanent and casual employees is more like 

6 per cent – well short of the mandated 25 per cent 
premium. We conjecture that this is explained by two 
phenomena: (i) non-compliance by employers; but 
also (ii) permanent employees being treated more 
favourably in terms of accessing higher award class-
ifications, promotions, and over-award payments.

Now let’s imagine casual employment was prohib- 
ited and all employees were employed in a “permanent” 
job. Would the former casual employees, who would 
still be working in the same relatively low-wage jobs, 
be any less likely to be victims of employers not com- 
plying with award pay provisions? Unlikely.

Would more workers be accessing promotions and 
upward wage trajectories? Again, very unlikely.

Would they have been less likely to have lost their 
job during the pandemic? Perhaps, though the main 
outcome would likely have been more workers on 
JobKeeper support rather than forced onto JobSeeker 
support.

It is true that, because of the absence of sick leave 
entitlements, casual employees do have a greater 
incentive to work when ill or symptomatic than per- 
manent employees. But surely this is better handled 
by emergency measures, like special pandemic leave, 
rather than through the complete overhaul of our 
systems of employment regulation?

Professor Mark Wooden is Professorial Research Fellow and 
Director of the HILDA Survey Project, Melbourne Institute: 
Applied Economic and Social Research, Faculty of Business 
and Economics, University of Melbourne.

Wooden, M (11 August 2020). Casual work and COVID-19.  
Retrieved from http://pursuit.unimelb.edu.au on 9 February 2021.
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TOPIC OF CONTENTION: CASUALISATION 
OF THE WORKFORCE
ACCESS TO CASUAL EMPLOYMENT OPTIONS MAY PROMOTE FASTER 
ECONOMIC RECOVERY, REPORTS EBONY STANSFIELD FROM UNSW SYDNEY

The coronavirus pandemic has led to millions of 
job losses around the world, as governments 
scramble to halt the spread of the virus. In add-

ition to economic pressure, many have questioned 
whether COVID-19 will push workplaces towards 
further casualisation of the workforce.

People will always prefer more secure roles over less 
stable ones, says Geni Dechter, a Senior Lecturer in 
the School of Economics at UNSW Business School. 
However, desirable roles might be more difficult to 
find when unemployment is high.

Dr Dechter says the unemployment rate has in- 
creased substantially since February 2020 and the 
associated pressures and financial constraints may 
encourage those who are looking for a job to accept 
less secure employment conditions.

“Some factors may push workers to accept a lower 
pay for a more secure employment.”

Firms, on the other hand, may prefer to hire workers 
on a more flexible basis as they try and adjust to rec-
overing demand for goods and services.

There will likely be an increase in casual employment 
in the near future, similar to increases experienced 
during economic recoveries in the mid-1980s and 
early 1990s, she predicts.

ABS data shows that the highest increase in casual 
employment in Australia occurred between the mid-
1980s and early 1990s, and was more than 50 per cent.

“This was the period of recession and recovery. 
The increase in casual employment, according the 
ABS data, between 1996 and 2019 was less than 1 per 
cent,” says Dr Dechter.

However, in 2020 the casual employment mechan- 
ism is already in place and constitutes a significant 
proportion of all employment.

“Moreover, the main impact of the COVID-19 crisis 
on employment losses so far was among the younger 
workers in retail, accommodation and food services 
– industries with a high proportion of workers on 
casual contracts.”

As the economy recovers, Dr Dechter says, we should 
see these contracts re-established and unemploy- 
ment decline. So large increases in workforce cas- 
ualisation should not be expected – as experienced 
through the 1980s and 1990s, but we may see some 
shift toward this form of employment.

Why the initial move towards casualisation?
“The historical increase in casual employment can be 
attributed to a number of factors,” Dr Dechter says.

These include the recessions in 1980s and 1990s, 
the decline in unionisation and the expansion in the 

service sector.
She says casual job contracts allow firms to vary 

labour inputs and provide higher flexibility to respond 
to changing consumer demands. This mechanism is 
especially important for smaller and younger firms, 
which are trying to position themselves in the market 
and may face higher volatility in sales.

The option of varying labour inputs without high 
adjustment costs also reduces firm operating costs 
and facilitates growth.

“This mechanism is even more important in a less 
stable environment when the economy is recovering 
from a recession and some firms are struggling 
with more volatility, lower demands and uncertain 
revenues.”

What are the advantages of casualisation?
“Casual contracts allow flexibility,” Dr Dechter says.

This is because casual hours are not strictly set and 
can be adjusted according to fluctuations in demand 
and economic conditions. Higher uncertainty about 
future demand may cause employers to favour casual 
contacts over permanent contracts while access to 
flexible low-commitment employment contracts may 

The key disadvantages for workers on casual 
contracts are no access to paid leave, fewer 
training and promotion possibilities, unstable 
work schedules, and more generally, lower 
financial stability.
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promote faster recovery.
Casual employment may also benefit a certain type 

of worker. Since casual employment does not provide 
annual leave or sick leave it factors in compensation to 
reflect these arrangements, termed “casual loading”.

What are the disadvantages of casualisation?
“The key disadvantages for workers on casual contracts 
are no access to paid leave, fewer training and prom-
otion possibilities, unstable work schedules, and more 
generally, lower financial stability,” Dr Dechter says.

From the employer perspective, this may translate 
into less motivated and less productive workers in 
casual jobs.

According to ABS data from August 2019, more 
than 48 per cent of all jobs in retail, accommodation 
and food services are casual jobs.

“Retail, accommodation and food services industries 
are also the industries with a higher concentration 
of small firms, and these are the industries with the 
lowest hourly wages.”

How does casualisation impact women?
“Casual employment is only slightly skewed towards 
women,” says Dr Dechter.

Women hold 53 per cent of all casual jobs; around 
26 per cent of employed women and 23 per cent of 
employed men hold down casual jobs.

On the other hand, casual employment is heavily 

skewed towards younger workers; 15-24-year-olds 
hold 39 per cent of all casual jobs, while they repre- 
sent only 17 per cent of all employees. It is a more 
common form of employment among younger 
workers who may not be looking for a full-time 
commitment but may prefer to be engaged on a 
flexible schedule, observes Dr Dechter.

HILDA (Household, Income and Labour Dynamics 
in Australia) data shows that long-term employment 
is much less prevalent for casual jobs; only 22 per cent 
of casual workers were with the same firm for more 
than three years. For permanent workers, 57 per cent 
of workers were with the same employer for more 
than three years.

On average, 26 per cent of workers on casual con- 
tracts in the previous year – who remain employed 
– move to permanent jobs, while for mid-career 
workers (30- to 50-year-olds), the average transition 
probability is around 29 per cent – and higher for 
women at around 35 per cent.

In comparison, for the same age group, the prob-
ability to remain in a permanent type of employment 
is around 96 per cent for men and women; thus, job 
mobility is higher for those on casual contracts and 
casual employment could be perceived as a transitory 
form of employment.

Stansfield, E, UNSW Sydney (1 July 2020). Topic of 
contention: Casualisation of the workforce. Retrieved from 

http://newsroom.unsw.edu.au on 9 February 2021.

Casual employment is heavily skewed 
towards younger workers; 15-24-year-olds 
hold 39 per cent of all casual jobs, while they 
represent only 17 per cent of all employees.
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Migration is a quick fix for skills shortages. 
Building on Australians’ skills is better
Australia might not really have a skills shortage. Rather, the problem 
is a skills mismatch, write Pi-Shen Seet and Janice Jones

Prime Minister Scott Morrison has highlighted 
workforce skills as the “single biggest challenge 
facing the Australian economy” in recovering 

from the COVID-19 pandemic. Employer surveys also 
show it’s a top concern.

Adding to these concerns is an expected 85% fall 
in net overseas migration in 2020-21 from 2018-19 
levels because of COVID-related border closures. The 
Committee for Economic Development of Australia 
(CEDA) has stressed the urgency of increased and more 
flexible temporary and permanent migration as global 
competition for skills and talent intensifies in the 
post-pandemic recovery. Australia also risks losing 
talented individuals to more attractive destinations.

Federal Immigration Minister Alex Hawke is more 
optimistic. He says the pandemic hasn’t harmed 
Australia’s reputation as a migrant destination. At a 
CEDA livestream discussion yesterday, Hawke said 
migration would be crucial for Australia’s recovery 
from the pandemic.

What is being overlooked in this debate is that, as a 
recent Productivity Commission report notes, Australia 
might not really have a skills shortage. Rather, the 
problem is a skills mismatch. 

WHY MIGRATION MATTERS NOW
Australia typically relies on immigration for almost 
two-thirds of its population growth, and skilled mig- 
rants are an important source of talent. COVID-related 
closures of national and state borders added to the 
problems of industry sectors that rely on temporary 
and permanent migrants to overcome skills shortages. 
Many have had trouble finding workers (e.g. fruit-
picking) or will have trouble as the economy recovers 
(e.g. hospitality, digital and data opportunities).

CEDA recently launched a report calling for an 
increase in permanent skilled migration. This report 
and a 2019 CEDA report aim to show recent waves 
of migrants have not reduced wages or jobs of Aust- 
ralian-born workers. 

CEDA’s latest report calls on the federal govern- 
ment to:
1. Set up a government-regulated online platform 

for matching skills to jobs
2. Update the Australian and New Zealand Standard 

Classification of Occupations Codes to ensure people 
with essential or cutting-edge skills can immigrate

3. Be more transparent about how it assesses what 
occupations are in demand and included on the 
skilled occupation lists.

CEDA describes the Global Talent Scheme (GTS) 
as “very restrictive”. Minister Hawke acknowledged 
post-COVID Australia’s migration policies have to 
be more flexible and responsive. He pointed to the 
increased GTS intake of 15,000 spots in 2020-21, a 
tripling of last year’s allocation.

Yet the shape and make-up of the migration pro- 
gram remain unclear. Questions during yesterday’s 
discussion elicited few new details.

WHAT ARE THE ISSUES WITH THIS APPROACH?
According to the Productivity Commission, the way to 
modernise and grow the economy is via the three Ps: 
population, participation and productivity. As well as 
the population impacts of migration, CEDA claims to 
be offering solutions for both participation, as skilled 
migrants have “lower unemployment rates and higher 
labour force participation rates”, and productivity, as 
skilled migrants are younger and contribute to human 
capital accumulation.

In practice, increased migration works by growing 
the population, increasing numbers of taxpayers and 
producing so-called spillover effects in housing, retail 
and domestic tourism etc.

The systemic problem of skills matching, 
leading to underemployment and 
unemployment, has been neglected. 
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CEDA cites an Australian National University study 
that found migrants account for 7% of the average 
rate of labour productivity growth between 1994-95 
and 2007-08. However, the Productivity Commission 
reports productivity has slowed since the mid-2000s 
despite high migration.

Evidence indicates employers are not nurturing 
talent from migration to its full potential. Nearly 
one in four permanent skilled migrants work in a 
job beneath their skill level. Research also highlights 
the need to tackle the disconnect between identified 
skills shortages and the unwillingness of employers 
to employ new migrants.

HOW TO FIX THESE PROBLEMS
The solutions CEDA proposes are largely quick fixes 
and echo previous recommendations from CEDA 
and employer groups like the Australian Chamber of 
Commerce. Stop-gap government measures to help 
employers fill shortfalls include a 50% wage subsidy 
for apprentices or trainees and tailored quarantine 
arrangements for seasonal workers. But the systemic 
problem of skills matching, leading to underemploy-
ment and unemployment, has been neglected. 

This problem is not unique to Australia. Migrants do 
essential work in many countries. Research has found 
many countries have designated these migrants – 
including those typically considered “low-skilled” such 
as crop pickers, care assistants and hospital cleaners 
– as “key” or “essential” workers whose supply needs 
to be protected and even expanded during the health 
emergency.

In Australia, some analysts have pointed to the skills 
shortage as a policy ruse to distract attention from the 
lack of infrastructure investment to cope with rapid 

population growth as well as employers wishing to 
restrict wages growth.

One in four unemployed Australians are graduates. 
But Australian employers might not want to employ 
and train them if they can get similarly skilled 
employees from overseas who are willing to work 
for lower pay. 

The problem is worse among international grad- 
uates and students – 60% of the latter lost their jobs 
during the pandemic. Yet they studied in universities 
and through VET providers that were supposedly 
providing them with the skills Australian employers 
need.

The Business Council of Australia (BCA) has recog- 
nised the need to improve skills matching and 
development. It has called for a more flexible voc- 
ational education and training (VET) system that 
emphasises life-long learning with innovations like 
micro-apprenticeships. This allows for employees and 
apprentices to be rapidly trained and regularly up- 
skilled in response to technology and market changes.

This is similar to micro-credentials – qualifications 
based on smaller blocks of learning. These can form- 
alise soft and hard skills attained at work, such as team-
work, critical thinking and problem solving. They can 
also help fill skill gaps such as working with big data. 

There are other gaps in the CEDA proposals. For 
example, when the federal government announced 
its Modern Manufacturing Strategy in October 2020, 
it recognised that not enough manufacturers have 
experience in scaling up in areas that provide good 
returns. Despite a brief mention of data scientists in 
regard to skilled occupation lists not being updated 
since 2013, the CEDA report largely focuses on 
traditional industries.

Our research shows Australia needs to develop new 
skills in disruptive technologies to capitalise on the 
opportunities of the Fourth Industrial Revolution. 

The pandemic has simply added to the urgency of 
increased collaboration between the higher education 
and VET sectors, employer organisations, industry and 
government to deliver more targeted and flexible skills 
development programs.
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One in four unemployed Australians are 
graduates. But Australian employers might 
not want to employ and train them if they can 
get similarly skilled employees from overseas 
who are willing to work for lower pay. 
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Exploring issues – worksheets and activities

EXPLORING  
ISSUES

WORKSHEETS AND ACTIVITIES

The Exploring Issues section comprises a range of ready-to-use worksheets 
featuring activities which relate to facts and views raised in this book.

The exercises presented in these worksheets are suitable for use by students 
at middle secondary school level and beyond. Some of the activities may be 
explored either individually or as a group.

As the information in this book is compiled from a number of different sources, 
readers are prompted to consider the origin of the text and to critically evaluate 
the questions presented.

Is the information cited from a primary or secondary source? Are you being 
presented with facts or opinions?

Is there any evidence of a particular bias or agenda? What are your own views 
after having explored the issues?
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Brainstorm, individually or as a group, to find out what you know about unemployment 
and underemployment in Australia.

1. What is the unemployment rate, and how is it measured?

 

 

 

 

 

 

 

2. What is underemployment, and what are the two categories of underemployed 
people, as defined by the Australian Bureau of Statistics?

 

 

 

 

 

 

 

3. How is long-term unemployment defined, and which groups of people are most at risk 
of being unemployed long-term?

 

 

 

 

 

 

4. What is casual employment? What are the advantages and disadvantages 
of workforce casualisation, for both employers and workers?

 

 

 

 

 

 

BRAINSTORM
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Complete the following activity on a separate sheet of paper if more space is required.

There are three main types of unemployment – cyclical, structural and frictional 
unemployment. In practice, these cannot be measured directly, and they can often 
overlap, but they provide a useful way of thinking about unemployment.

Reserve Bank of Australia, Unemployment: its measurement and types.

Consider the above statement, and in the space below explain what each of the three main types of 
joblessness are – cyclical, structural and frictional unemployment. Also explain how they may often 
overlap, and offer your thoughts on how they act as indicators of the current state of the economy.

 

 

 

 

 

 

There are many social and economic consequences of long-term unemployment. 
The longer a person is unemployed, the harder it may be for them to find a job.

Reserve Bank of Australia, Long-term unemployment in Australia.

Consider the above statement, and in the space below explain the various potential social and economic 
consequences for people who experience unemployment long-term, and how ‘scarring’ from long-term 
joblessness can impact on finding work. Provide some examples.

 

 

 

 

 

“It is painfully ironic that the worst impacts of the pandemic were felt by those who could 
least afford to lose their work and income. Both on the way down, and on the way back up, 
this recession has reinforced the dominance of insecure work in Australia’s labour market.”

The Australia Institute, Pandemic exacerbated inequality, insecurity in Australia’s labour market.

Consider how the coronavirus pandemic has impacted Australia’s labour market. How has the initial 
response to COVID-19 (lockdowns, social distancing, etc) particularly affected young workers, women, 
and workers who do not work in offices? Provide examples of how the pandemic has adversely 
impacted certain forms of casual employment, and also increased insecurity for some workers.

 

 

 

 

 

WRITTEN ACTIVITIES
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Complete the following activity on a separate sheet of paper if more space is required.

Maintaining full employment in Australia was once considered a top priority of state and federal 
governments. For more than two decades, between the end of World War Two and the early 1970s, 
unemployment in Australia was around two per cent. Keeping unemployment low was seen as a collective 
responsibility ... The focus today is, in effect, on punishing and stigmatising the unemployed for being 
unemployed even when there are many more jobseekers than there are jobs. The mutual obligation 
framework that currently underpins unemployment benefits rests on an assumption that the unemployed 
need to be pushed to look for work and that many would not apply for jobs if they were not forced to.

Per Capita, Unemployment Policy in Australia.

Consider the above extract and then research the history of unemployment policy in Australia, referring 
to at least three (3) different sources. Discuss how federal government policy on unemployment has 
changed over time from the 1970s to the present. Do you think unemployed people are being punished 
by government policies and stigmatised by media stereotypes? In your discussion, address the following 
issues: viability of “full employment”; mutual obligation requirements, such as Work for the Dole; the role 
of employment service providers in assisting jobseekers; the effectiveness of the temporary JobKeeper 
wage subsidy during the first year of the COVID-19 pandemic; and the adequacy of the recent JobSeeker 
Payment increase after years of lobbying by community groups.

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RESEARCH ACTIVITIES

This e-book is subject to the terms and conditions of a non-exclusive and non-transferable LICENCE AGREEMENT between
THE SPINNEY PRESS and: Sandringham College, Sandringham, contact@sandringhamcollegelibrary.com



55Unemployment and UnderemploymentIssues in Society | Volume 470

Complete the following multiple choice questionnaire by circling or matching your preferred responses.

1. Which of the following are types of unemployment? (Select all that apply)

a. Hidden
b. Underemployment
c. Structural
d. Insecure
e. Seasonal
f. Frictional
g. Casual
h. Long-term

2. Which of the following best describes the unemployment rate? (Select only one)

a. Sum of employed and unemployed people.
b. Percentage of people in the labour force that are unemployed.
c. Percentage of people in the working-age population that are in the labour force.
d. Gap between the actual unemployment rate and the unemployment rate associated with full employment.
e. All people in the working-age population who are unemployed and not looking for work.

3. Which of the following are current or past types of unemployment payments? (Select all that apply)

a. Newstart Allowance
b. Youth Allowance
c. JobKeeper Payment
d. Age Pension
e. JobSeeker Payment
f. Work for the Dole
g. Jobactive

4. According ot the Reserve Bank, which of the following groups within Australia’s working-age 
population are considered to be in the labour force? (Select all that apply)

a. Employed part-time
b. Not looking for other reasons
c. Employed full-time
d. Permanenetly unable to work
e. Employed
f. Retired
g. Unemployed

5. According to Jobs Australia, which of the following groups are at greatest risk 
of experiencing long-term unemployment?

a. Single parents
b. University graduates
c. Single people
d. School leavers
e. Older people
f. Employers
g. People with disability

MULTIPLE CHOICE
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1 = a, b, c, e, f, h ; 2 = b ; 3 = a, b, c, e ; 4 = a, c, e, g ; 
5 = a, e, g ; 6 – a = 4, b = 7, c = 3, d = 1, e = 2, f = 5, g = 6.

MULTIPLE CHOICE ANSWERS

MULTIPLE CHOICE

6. Match the following terms with their correct definition.

a. Insecure employment 1. Includes people not in a paid job, and who are not looking for work. 
This can include people who are studying, caring for children or family 
members on a voluntary basis, retired, or who are permanently 
unable to work.

b. Labour productivity 2. Percentage of people in the working-age population that are 
in the labour force.

c. Labour underutilisation rate 3. Broader measure than the unemployment rate; includes the unemployed, 
marginally attached and underemployed, expressed as a ratio of the 
labour force.

d. Not in the labour force 4. Indicators include: unpredictable, fluctuating pay, inferior rights and 
entitlements, lack of security, uncertainty over the length of the job, 
and a lack of voice over wages, conditions and work organisation.

e. Participation rate 5. Gap between the actual unemployment rate and the unemployment 
rate associated with full employment. Even at full employment, some 
level of unemployment is to be expected as workers leave jobs and 
search for new ones.

f. Spare capacity in 
the labour market

6. Encapsulates both unemployment and underemployment; provides 
more comprehensive information on the state of the labour market, 
and measures the extent to which all available labour force 
resources are not being fully used in the economy.

g. Underutilised labour 7. Output per worker or per hour worked. Factors that can affect it include 
workers’ skills, technological change, management practices and 
changes in other inputs, such as capital.
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	h Unemployment occurs when someone is willing 
and able to work but does not have a paid job. The 
unemployment rate is the percentage of people in the 
labour force who are unemployed (Reserve Bank of 
Australia, Unemployment: its measurement and types). (p.1)

	h There are three main types of unemployment – cyclical, 
structural and frictional unemployment (ibid). (p.2)

	h Underemployment occurs when people are employed, 
but would like and are available to work more hours. 
There are two categories of underemployed people 
defined by the ABS. First, part-time workers who 
would prefer to work additional hours. Second, people 
who usually work full time, but are currently working 
part-time hours. Underemployment rates are generally 
higher among groups that have a larger proportion of 
people working part time, such as females, younger 
workers and older workers (ibid). (p.4)

	h In September 2019 there were 756,557 recipients of 
unemployment payments (ACOSS/Jobs Australia Ltd, 
Faces of unemployment). (p.6)

	h Unemployment payment recipients come from diverse 
backgrounds and age groups: 41% have disabilities; 19% 
were under 25 years, 41% were aged 25-44, and 48% 
were over 45; 11% are sole parents; 12% had Aboriginal 
and Torres Strait Islander backgrounds; and 18% had 
culturally and linguistically diverse backgrounds. 
Most of these groups face significant barriers to 
employment, including disabilities, caring roles, and 
employer discrimination (ibid). (pp. 6-7)

	h It’s not easy for people who are unemployed to find 
a job. In November 2019 there were eight people 
unemployed or underemployed (seeking more paid 
working hours) for every job vacancy. After declining 
from 12.2 people per vacancy in November 2014 
to 7.4 in November 2018, competition for jobs has 
increased again. For entry-level jobs, competition is 
tougher, with around a third more unemployed or 
underemployed applicants for every job (ibid). (p.7)

	h There are many social and economic consequences 
of long-term unemployment. The longer a person 
is unemployed, the harder it may be for them to 
find a job. This could be because they lose skills and 
networks, there is a stigma associated with being 
long-term unemployed, or because people become 
discouraged and leave the labour force (Reserve Bank 
of Australia, Long-term unemployment in Australia. (p.9)

	h Long periods of unemployment are associated with 
lower incomes and financial stress. They can also be 
debilitating for the individuals, families and communities 
that are affected. For the economy as a whole, long-term 
unemployment reduces the effective pool of workers 
and increases the cost of welfare support (ibid). (p.9)

	h The Reserve Bank was limited in its ability to cut interest 
rates further, meaning greater weight would have to be 
placed on the budget to bring unemployment down to 
between 4% and 5% (Peter Martin/The Conversation, 
Top economists back budget push for an unemployment 

rate beginning with ‘4’). (p.18)
	h How low unemployment needs to get before wages 

start rising faster than inflation is still an open 
question. It might be 4.5%, it might be 4% ... What 
seems clear is it will need to be significantly lower 
than the pre-pandemic level of 5.2% (Richard Holden/
The Conversation, Vital signs: wages growth desultory, 
unemployment stunning). (p.21)

	h People who are unemployed are at most risk of 
poverty. 66% of people in households where the main 
income earner is unemployed live in poverty (UNSW 
Sydney/ACOSS, Poverty in Australia: who is affected?). (p.24)

	h More than one in four graduates can expect to be either 
unemployed or underemployed four months after 
completing their undergraduate degree (Lynlea Small 
et al/The Conversation, 1 in 4 unemployed Australians 
has a degree. How did we get to this point?). (p.25)

	h Prime Minister Scott Morrison revealed (Feb 2021) that 
JobSeeker will increase permanently by $25 a week to 
$615.70 per fortnight once the coronavirus supplement 
ends on 31 March. The government also announced 
tougher mutual obligations requirements for jobseekers, 
and the creation of a hotline where employers can report 
welfare recipients who turn down work ... Community 
groups have slammed the $3.57 a day increase, which 
follows years of campaigning from the sector to raise 
the rate ... the government’s decision to pair the 
JobSeeker increase with harsher mutual obligations 
measures has also come under fire (Luke Michael/Pro 
Bono News, ‘Incalculable cruelty’: charities say $25 a week 
JobSeeker increase is deeply inadequate). (pp. 28-29)

	h Employment underpins the economic productivity of 
a nation and enables people to support themselves, 
their families and their communities. Employment is 
also tied to physical and mental health outcomes and 
is a key factor in overall wellbeing (AIHW, Employment 
trends). (p.33)

	h ABS data shows there are about 44 million hours each 
week of spare capacity in the labour market from 
people considered unemployed or underemployed. 
Excluding those that are considered long-term 
unemployed, and between jobs, there are still 35 
million hours a week being lost (David Taylor/ABC 
News, Underemployment and wages stagnation threatens 
COVID recovery, warns economist). (p.37)

	h 12.5 million Australians are now in the workforce. But 
millions of these fall into employment categories that 
offer little job and financial security. The rise of temp 
workers and independent contractors – often provided 
through one of the nearly 6000 labour hire firms in 
the country – have meant more and more workers are 
vulnerable to the day-to-day oscillations of the market, 
and are limited in their entitlements. Today, the ABS 
reports more than a million Australian workers are 
paid through a labour hire firm or employment agency 
(Edward Cavanough/The McKell Institute, Why is job 
insecurity so prevalent in Australia?). (p.43)

FAST FACTS
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Casual employment
Often characterised by no set or regular weekly hours, 
lack of paid leave and no notice period for ending 
employment. However, casual employees may 
work full-time or part-time hours.

Cyclical unemployment
Usually lasts 1-12 months and results from changes in 
economic activity over the business cycle. During an 
economic contraction, firms don’t need to produce as many 
goods and services to meet demand. To lower costs, some 
will reduce the number of employees in their workforce. 
This increases the number of unemployed workers.

Employed
Includes people who are in a paid job for one hour 
or more in a week.

Frictional unemployment
Usually lasts less than 1 month and results from people 
moving between jobs in the labour market, as well as when 
people move into and out of the labour force. People may 
need to invest time and effort to find a suitable job. Firms 
can also spend time searching for suitable candidates 
to fill job vacancies. As a result, people looking for jobs 
are not matched immediately with vacancies and may 
experience a period of temporary unemployment.

Full-time employment
Refers to people who usually work 35 or more hours per 
week, plus those who usually work less than 35 hours, 
but worked for 35 hours or more in the ABS Labour Force 
Survey reference week.

Hidden unemployment
Occurs when people are not officially counted as 
unemployed, but would probably work if they had an 
opportunity. For example, someone might have looked 
for a job for a long time, given up hope and stopped 
looking, but still wish to work.

Insecure employment
Indicators of insecure work include: unpredictable, 
fluctuating pay; inferior rights and entitlements, including 
limited or no access to paid leave; lack of security and/or 
uncertainty over the length of the job; and a lack of voice 
at work on wages, conditions and work organisation.

JobSeeker Payment
JobSeeker Payment replaced Newstart Allowance in March 
2020. It is financial help for people who are between 22 and 
Age Pension age and looking for work. It is also for when 
people are sick or injured and cannot do their usual work 
or study for a short time.

Labour force
The sum of employed and unemployed people.

Labour productivity
The output per worker or per hour worked. Factors that 
can affect labour productivity include workers’ skills, 
technological change, management practices and 
changes in other inputs, such as capital.

Labour underutilisation rate
A broader measure than the unemployment rate, it 
includes the unemployed, the marginally attached (i.e. 
persons not in the labour force who did not look for work 
during the past four weeks but who wish and are available 
to work) and the underemployed (full-time workers 
working less than usual during the survey reference week 
for economic reasons and part-time workers who wanted 
but could not find full-time work), expressed as a ratio of 
the labour force.

Not in the labour force
Includes people not in a paid job, and who are not looking 
for work. This can include people who are studying, 
caring for children or family members on a voluntary 
basis, retired, or who are permanently unable to work.

Part-time employment
Refers to those who usually work less than 35 hours per week, 
and did so in the ABS Labour Force Survey reference week.

Participation rate
Percentage of people in the working-age population 
that are in the labour force.

Seasonal unemployment
Occurs during particular times of the year because of 
seasonal patterns that affect jobs. Many of these workers 
come from the tourism and agriculture industries 
(e.g. ski instructors, fruit pickers).

Spare capacity in the labour market
The gap between the actual unemployment rate and the 
unemployment rate associated with full employment. Even 
at full employment, some level of unemployment is to be 
expected as workers leave jobs and search for new ones.

Structural unemployment
Usually lasts 12+ months and results from a mismatch 
between the jobs that are available and the people 
looking for work.

Underemployment
Occurs when people are employed, but would like to work 
more hours and are available to do so. These people are 
usually part-time workers who would prefer to work some 
additional hours, or who usually work full-time but are 
currently working part-time. Sometimes, in an economic 
downturn, firms will reduce the number of hours their 
employees work instead of reducing the number of 
employees in their workforce. In this case, workers would 
become underemployed instead of cyclically unemployed.

Underutilised labour
Underutilisation encapsulates both unemployment and 
underemployment. It provides more comprehensive 
information on the state of the labour market, and 
measures the extent to which all available labour force 
resources are not being fully used in the economy.

Unemployment rate
The percentage of people in the labour force that are 
unemployed.

GLOSSARY
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