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1

Introduction

This paper identifies the ways in which the current Australian Government
scheme of 'Working for the dole' manages rising rates of youth unemployment. It
argues that a transmutation has occurred in government policy, one that can be
understood as placing the issue of young people's self-esteem as the centre of
concern. Such a shift in orientation witnesses a change in conceptions of welfare
dependency to that of the active citizen. How this shift governs the shaping of
self-conduct will be explored.
The first section of the paper provides a brief overview of the central initiatives
propounded by the scheme, identifying the way in which the problem of, and
response to, youth employment is intended to be managed. This is followed by a
discussion of the special status awarded to young people in today's society. It
explores how the current government scheme needs to be viewed against a
continued change in the socio-economic position of young people, one that has
implications for their movement from adolescent dependence to adult
independence. The various moral 'panics' about young people will be identified
as an important qualifier in the style of governance that sets out to structure
young people's transition into adulthood. Whilst this initiative has been
challenged on a number of fronts: in particular for its alleged attempt to create a
'pool of cheap labour', blame the victims of current global restructuration and
imply that young people 'owe' the community something for their keep, the final
section of the paper considers whether such challenges adequately apprehend the
logic of the scheme. It will be argued that a different way of viewing the
recipients of income support is necessary in order to underscore how the scheme
operates through the subjectivity of young and unemployed people and not
against them.
Underwriting the critical impetus of my paper therefore is the view that the 'Work
for the dole' scheme is premised upon the notion that young people can become
self-governing, relieving the government of its obligation to govern. Working for
the dole, in this sense, pertains to more than just a concerted effort to enhance
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young people's entry into the labour market; and the social and normative
benefits derived from the world of work. It also involves 'work on oneself in the
quest for full and active participation in the community at large. In claiming this,
the objective of this paper, therefore, is neither to offer a critique nor a proposal
for change to the existing mechanism of the scheme. Rather the attempt is one
that seeks to identify and increase the visibility of young and unemployed people
as that category pertains to the governance of the population vis-a-vis income
support structures.

2

The Context of the 'Work for the Dole' Scheme and
Forms of Dissent

In February 1997 the Howard Government announced its intention to amend
social security legislation to introduce a scheme whereby unemployed young
people would be required to engage in part-time work in order to be eligible for
unemployment benefits. The current legislation moves beyond the former Keating
Government initiative that required participation in work training schemes for
those classified as 'long-term unemployed'. Legislation involves a mix of
compulsory and voluntary work, although for those who refuse to comply with
the scheme, social security payments will be cut. Under the working-for-the-dole
scheme, young people would be paid award wages and only work the hours
required to receive an unemployment allowance. Participants would still be
required to look for full-time employment and, unless employed full time, would
continue to be registered as unemployed. What governs the current government
initiative is a desire to bring young people into active participation within the
community at large. This notwithstanding, the introduction of this scheme has and
continues to be met with a highly contested response. Those who critically
challenge the logic of the scheme argue that young people are once again being
blamed for the structural conditions of the economy. Targeting unemployed
youth, various spokespersons claim, underscores the extent to which the
government is willing to blame the victim. Commentary thus proceeds to identify
the current state of the economy, showing how the global dimensions of the
Australian economy simply cannot deliver the number of jobs that are needed to
induct young people successfully into working life.
Movement to a structural consideration of youth unemployment however only
takes us some way in understanding the broader significance of the scheme.
Whilst it is widely acknowledged that 'working life' is not available to all young
people, simply underscoring the structural conditions of this social predicament
only succeeds in glossing over the complex strategies that are currently shaping
the experience of being young. This occurs because the search is for a more
rudimentary, all-inclusive economic account of young people's experience.
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Whilst economic issues are integral to the field of reference, there is nonetheless a
reductive formalism in play. This has the effect of promoting a condensed field of
meaning because the logic of the economy determines the field of meaning. What
fails to be considered is that the current government initiative rests upon a
number of taken-for-granted views of the social status of young people. By this I
mean, the last two decades or so of youth income support schemes can be viewed
in terms of major changes in the socio-economic position of young people: a
position that has witnessed their increased economic dependence on their families
and the state (see, for example, Land, 1983; Sweet, 1987; Maas, 1990; Freeland,
1991). These changes have raised the challenge of how to structure their
increased dependency in order to facilitate their effective, albeit delayed,
transition into adulthood. In this sense, one of the taken-for-granted views of
young people's social position is that they are in a process of transition from
economic dependence to adult independence (Yeatman, 1988). It thus becomes an
important objective of government to ease the economic and cultural problems
associated with this transition from dependence to independence.
This notwithstanding, the issue of structuring young people's transition pertains
to more than just alleviating the financial hardships that undercut this transitory
process. While there are no doubt widespread economic costs carried by young
people and the community at large, it is important also to question how the status
of being young functions in society. In other words, what is the relational
character ascribed to young people in the population at large? What is their
unique status in the overall conduct of society in general? This is an important
point of concern, given that the scheme has currently been extended to include
people up until the age of 34 years of age. The suggestion here is that young
people's delayed transition has concommitantly resulted in the lengthening of the
period pertaining to 'youth'.
This paper holds that being young pertains to an identity that is located at the
intersection of a universalised personality structure and the management of the
population at large. It bears emphasising that the character of this intersection is
different from, for example, a functionalist model of social relations Parsons
(1964), which holds that there is an inherent individual condition that needs to be
controlled for the successful working of social life per se. Public debate has often
raised challenges to government schemes that are perceived to dress their
incentives in authoritarian and coercive ways (Myles, 1996). Against the weight
of government rhetoric that holds that rising rates of youth unemployment disrupt
the taken-for-granted order of social relations, debate proceeds to downplay the
impact that rising rates have on adolescent identity. Such views, it is often argued,
fuel the various moral panics about young people; of their ability to remain a
dislocated group who will adopt socially unacceptable behaviour. By seeking to
dismiss these moral panics, attention is given to the cycle of depression and
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apathy that plagues young people. The attempt here is to counter stereotypes that
present young people as actively resisting the social scripts conducive to the
attainment of adulthood: the image of the 'dole-bludger' being one among many.
Whilst the intention here is one of breaking the cycle of victim-blaming, the
approach does little more than accept the view that there is something inherent to
the identity of young people; a pre-given quality, that makes them the object of
wider societal concern.
Therefore, whether commentary is either for or against the perceived moral panic
engendered by rising rates of youth unemployment, discussion cannot proceed 'in
any other way but in terms of socialisation, teaching and learning, systemic
prerequisites and societal functions' (Bauman, 1991: 138), in short, the normalcy
of societal well-being. However, as Rose (1990: 131) points out, 'Normality is
not an observation but a valuation'. This brings me to the central point of the
paper. Approaching an understanding of what is meant by being young and
unemployed requires recognition that the status attributed to this social group has
emerged as a by-product of the growth of a society characterised by what
Foucault (1991) refers to as 'governmentality': a complex grid of totalising and
individualising strategies of self-formation which are themselves historically
contingent. This being so, the category, 'youth', provides a unique lens through
which to examine how societies come to be governed. This is not to adopt the
position that governance pertains to the technique of controlling individuals but
rather that, through acting upon their sense of self-governance, it becomes
possible. 'Youth' therefore pertains to that point at which it becomes self-evident
as to what it means to be an individual within any given definition of social life.
In setting the discussion of youth unemployment in this context, it becomes
possible to consider how the category of youth might not constitute a unitary
identity. Following Tait's (1993) reconfiguration of youth research in line with
the govemmentality approach, the concept of 'youth', can be understood as
'discontinuously constructed across a profusion of terrains and, as such, it has
neither a linear history nor a clearly demarcated present' (Tait, 1993: 45). The
approach here is not to deny the category, 'young and unemployed', its specific
histories and particular meanings. On the contrary, the form of inquiry pursued
addresses the complex rhetorical strategies that function in the name of 'youth'
and make this category the subject and object of a range of knowledges that
measure the success of various programs of governance. As a first point, it is
necessary to identify how a norm is related to the problem that is being made
visible. That is, what are the normative assumptions about being young and
unemployed that deems their experience problematic? My emphasis on the
normative dimension is necessarily related to the problem that is being made
intelligible because, as Schon (1980) points out, problems are not given. They are
shaped by governing assumptions about the social group in question.
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Accordingly, this permits the focus of inquiry to shift away from the resulting
meaning of the vast array of classificatory accounts of 'youth' to the process of
classification itself. As such, it is by the very nature of their transitory identity
from the social (and economic) dependence of adolescence to the independence
of adulthood, that processes of governance become most visible and that the
normativity of their status becomes self-evident.
Moreover, if all of social life is predicated upon the logic of the life cycle of
maturation, then this transitory identity offers an important moment in which to
consider how governance is integral to the dynamism of social life. That is, the
logic of the life-cycle model is itself part of the way in which it becomes possible
to talk about young people and the attendant concern over their successful
transition into adulthood. Presumably, young people are in a cycle of
hopelessness that constitutes the real cause of their plight. Often evidence for
their apathy is found in their alleged refusal to help themselves, opting instead for
unruly behaviour that is held to threaten the sanctioned behaviour in society (see,
for example, Breakwell, 1985 and 1986; Watson, 1985; Hutson and Jenkins,
1987a and 1987b; McRae. 1987; Walsgrove, 1987). The 'dole bludger'
campaigns are one example of the way in which a norm shapes perceptions of this
social group. Consequently. if young people are not willing to help themselves, to
seek work opportunities. to promote the value of work training schemes, then the
major requirement is to bring them into active citizenry in order to minimise their
long-term dependency on income support. Let me now proceed to examine how
the problem of youth unemployment comes to be shaped under the 'work for the
dole scheme'.

3

Regulating Time and Classifying Young People

Whilst the issue of young people's delayed transition into adulthood is commonly
recognised with the advent of rising rates of youth unemployment, the democratic
ethos shaping that scheme needs to be addressed. This is an important point of
concern because the identified ethos will underscore the type of participatory
objectives earmarked by the scheme and how they are particularised vis-a-vis
young people. This paper identifies two such objectives. The first is driven by
practices by which young people are encouraged to pattern their own conduct in
order to attain entry into the domain of citizenship. This stands as a desire to
heighten young people's active participation in society. The second is driven by a
commitment to greater social equality within society. The citizenship objective
centres upon an abstract notion of rights in as much as it gives primacy to ideals
of the commonality (sameness). Commitment to ideals of citizenship entails an
inclusive conception of rights regardless of differences encountered through
gender, ethnicity, race, age and so on. They are the formal rights awarded to
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individual citizens. Equity objectives centre upon substantial differences,
recognising that citizens are heterogenous in their needs, interests and values
(Everingham, 1995). The work-for-the-dole scheme is set within, and seeks to
redress, the imbalances that exist for young people who are unable to secure their
first-step into the labour force. Working life, in this context, pertains to more than
just ajob. It also signals young people's successful movement along the life cycle
of maturation, whereby securing full-time employment signals their entry into
adulthood, and in turn their formal rights as individual (independent) citizens.
In the light of this twofold object, the scheme seems to be predicated upon an
inherent contradiction. In order to implement the scheme, it needs to identify and
accommodate difference at the same time that it downplays difference. The
management of this tension is possible because of the unique position ascribed to
young people. By the very nature of their transitory identity, young people are
held to have not fully attained their entry into adulthood and the citizenship rights
that are accorded with that successful transition. Whilst the formation of
citizenship rights is related to the government of populations, it is the manner by
which relevant personages are assembled within individuals and, through them, a
'self' is constituted (Tait, 1993) that the work-for-the-dole scheme is of particular
interest. It will be shown that the scheme manages the aforementioned tension by
invoking the notion of 'mutual obligation', a style of association that is based
upon the future anticipation of a fully-fledged, active, adult citizen. Whilst the
ascription of rights and obligations is part of the technique of citizenry, its
coupling with the term 'mutual' offers an insight into the way that 'time' is
integral to the understanding of how this scheme operates through young people
and not against them.

4

The Will to Empower

What is of specific interest in the management of the aforementioned tension is
the degree to which these objectives aim to empower young people. They seek to
link the subjectivity of citizenship to young people's subjection and link that
resulting activeness to discipline. The rhetoric of seeking to raise young people's
self-esteem is a case in point because it functions as a solution to the problem of
dislocated youth. Understood as a means of dealing with exclusion and
powerlessness, the logic of empowerment seeks to maximise young people's
capacity to act. In the process, it also alters the nature of that action. Thus the aim
is not to exclude young people. Rather, it perpetuates the categorisation of young
people as excluded in order to intensify the programs and strategies that seek to
manage the problem of there not being enough jobs for all citizens.
The work of Smith (1990) offers us some insight into this process. The programs
and strategies that seek to combat rising rates of youth unemployment are shaped
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by the problem of democratic governance vis-a-vis the right to work. In terms of
the former, according to her, the problem is one that rests on the belief in the
freedom for all individuals to participate equally in social life. What we find,
however, is that liberal theorising is necessarily thwarted because it is premised
upon a restriction that, as Smith (1990: 209) argues, 'defies the terms of freedom
and universality that constitutes liberal explanation itself'. There is thus an
inherent conflict within the belief of the freedom for all individuals to participate
equally in social life. The critical issue at stake is that if the conditions of social
life, under the auspices of liberalism, are made to appear available to all
participants, then the conditions of availability are determined by this economy of
sameness. This being so, those individuals who secure participation do so by
virtue of their ability to qualify in this economy. Those who do not are marked as
'the other' and are positioned outside of these conditions. The terms of liberal
theorising thus pertain to an account of social life that is available for some but
not all.
In order to overcome such contradictory impulses, liberal accounts adopt a series
of strategies 'drawn from a naturalistic discourse' that attempt to reconcile the
existence of the marginalised from liberal society (Smith, 1990: 209). The terms
of this practice are predicated upon a dichotomy of self/other that distances the
marginal from what are constituted to be the natural sources of freedom.
Accordingly, the problem of 'the other' for liberal society becomes one of
management, such that the technique of governance is one that marks 'the other'
as 'naturally' outside the boundary of liberal accounts. This 'logic of
naturalisation' is possible through the practice of defining the world as natural
rather than historical. Smith (1990) draws on Baudrillard's idea of the view of
nature and its relation to modem self-definition to link the 'logic of
naturalization' to the strategy of governance. Consequently, when the
marginalised are attributed visibility by virtue of being outside the liberal
definition of social life, it is held not to be a result of external rule and order but
as a result of young people's own attributes. It is by their very own nature that
they are precluded from participation, and thus marginalised.
This account of marginality subsequently enables liberal discourse to deploy
managerial technologies that differentiate between those forms of nature that can
be managed ('good nature'), and those forms which resist control ('bad nature').
In the act of differentiating between conceptions of good nature and bad nature,
the explanatory logic reflects, what she terms, the 'construction' of the
marginalised as 'disorderly nature' in juxtaposition to the good nature of liberal
society. To this end, the liberal problematic provides a useful insight into the
strategy of the current scheme. The scheme is predicated upon a 'given': that is,
the disorderly nature of young people in the wake of rising unemployment rates.
The problem then becomes one of encouraging their active participation. The
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logic of empowerment is integral to this style of management. The desire to
empower young people generates an 'ordered' means to measure young people's
successful induction into the normal course of social relations, which formerly
was determined by securing full-time employment. In the process of
empowerment, young people are considered to hold the potential to be reinscribed
as 'good nature' .
It is here that the terms of mutual obligation become paramount. Accordingly to
Rodgers and Wilson (1998: 1), the terms of mutual obligation express the
contractual basis that underpins the provision of social security. In particular, the
basis of that contract turns on a notion of the relation between the community and
those groups who are in receipt of social security support. With the latter,
recipients must demonstrate some degree of effort in seeking to gain employment
or to improve such prospects in return for the community provision of the
'infrastructure and opportunities for social exclusion and participation' (Rodgers
and Wilson, 1998: 1). What underlies the contractual basis of this relationship is
recognition that those groups who rely on social security payments must
demonstrate their activeness and willingness to assist themselves in finding work.
To this end, mutual obligation not only rests upon the terms of mutuality for
recipients within society as a whole (sameness). It also sets the terms of social
inclusion in relation to their ability to help themselves (difference): to become
active citizens rather than welfare dependents. It is here that the recovery of
liberal precepts is important in identifying how the notion of mutual obligation
governs the status of young people within the population at large. On the one
hand, young people are associated with disorderly nature because of their
perceived lack of active participation within the population at large, marked by
the entry into adulthood vis-a-vis employment. On the other hand, by virtue of
their transitory status, and with the increase in governmental strategies that are
designed to empower them, this threat is subsequently removed. Thus while
young people are initially positioned outside of liberal conceptions of social life,
they are subsequently positioned within the boundaries of that life by virtue of
their transitory status. This twofold marking describes the peculiar status awarded
to young and unemployed people and, moreover, particularises the workings of
the terms of mutual obligation.
Drawing on Turner's (1987; see also 1988) notion of 'reciprocity', it is possible
to examine how the absence of full-time employment, in part, particularises the
meaning of mutuality. The differentiation of individuals into discrete age
categories serves as a template by which to inscribe social relations as 'endless
forms of exchange' (Turner, 1987: 122). These relations of exchange, which he
terms the 'norms of reciprocity', measure the worth of a designated age group's
contribution to the population at large. Young people's delayed entry into
adulthood forestalls their active engagement in the taken-for-granted, normative
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expectation of full-time employment and all that working life offers, for
everyone. As such, as Turner (1987: 122) points out, those age groups that are
unequally positioned within these patterns are marked dependent through the
normativity of such reciprocal expectations. His claim is borne out in commentary
that identifies how young people are positioned between the family and the state
and the attendant problems of lengthening the resulting period of dependency that
is held to pose a problem for the overall reproduction of cultural norms within
society. Herein lies the pervasiveness of the many moral panics that give rise to,
and identify, the condition of being young. This notwithstanding, what is peculiar
to the schemes targeting young people is that there is a normative assumption that
holds that young people will eventually participate in such reciprocal relations.
They will eventually overcome their joblessness and become members of society.
Importantly here, the idea of reciprocity is cast in terms of, what Turner (1987:
122) refers to as, their 'anticipated future contribution' to relations of exchange.
That is, once young people have begun to move into the world of (any form of)
work, then their entry into the norm of reciprocity will be secured. 'Mutual
obligation', in this context, offers a concerted means by which to maximise the
scope of reciprocal norms and young people's ability to begin the process of
contribution. It signals a shift in governance in as much as the absence of fulltime employment alters societal values and expectations about the significance of
working life. This change refers not only to the ongoing commitment to working
life in the wake of sustained high rates of unemployment but that also 'working
life' entails a project of 'working on oneself' in the quest for full and active
participation.
Thus far from excluding young people from active participation in the definition
and provision of services to 'help' young people with their entry into active,
working life, the current scheme actually transforms the way in which youth
unemployment is understood. For example, during the Keating Government
initiative, embodied in the 'Working Nation' scheme (Australia, Prime Minister,
1994), emphasis was placed on skilling young people, preparing them and thus
increasing their chances of employability. Whilst the current government
continues its commitment to this skilling process, it also proceeds to activate
young people's sense of self-responsibility. Underwriting the work-for-the-dole
scheme is a formulation that young people can become self-governing, thus
relieving the government of its 'immediate,l obligation to govern. My argument
therefore works on the assumption that what it means to be young does not exist
prior to the implementation of government programs. It is a by-product of
strategies of governance. In order to manage the contradiction between
My claim here is that government intervention rests upon the mediation, and not
immediacy, of the principles of participation. This task is given over the various
agencies of self-actualisation, in which young people are themselves implicated.
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commitments to citizenship and equity ideals, governance can be understood to
work through the subjectivities of young people. As Cruickshank (1994: 33)
suggests, individuals 'are governed, so to speak, but not strictly by the
government' .
This raises the problem then of how to govern through individuals. The logic of
empowermenr' affords this means. It targets the capacities of young people,
measuring and seeking to maximise their conduct (actions, motivations, and
interests). This does not necessitate the absolute control of their conduct nor their
exclusion from social life. Nor does it give rise to apathy. Rather, it demonstrates
how young people are called upon to act upon themselves. The work-for-the-dole
scheme is designed to assist them in their own self-realisation; in moving towards
active, productive and participatory citizens. This being so, the notion of
dislocated youth is not an objective fact. If we look at the various literatures on
youth, and youth studies in general, there is a high degree of ambiguity' as to
whether they are apathetic and powerless or whether they actively resist the social
scripts associated with the conduct of the population at large. The model of young
people as victims or rebels still governs discussion in these literatures (see, for
example, Breakwell, 1985 and 1986; Watson, 1985; Hutson and Jenkins, 1987a
and 1987b; McRae, 1987; Walsgrove, 1987). Against the weight ofthis approach,
if young people's supposed exclusion can not be established as an objective fact,
then it is to the subjective sense of their exclusion that our attention must turn.
The work-for-the-dole scheme operates on the notion that the individual sense of
powerlessness/exclusion experienced by young people is a major cause of their
dislocation and apathy. Accordingly, in order to facilitate their entry into working
life, to encourage education, learning and skilling, it is necessary to minimise
their sense of powerlessness. This is achieved by bringing young people into the
planning and implementation of their own welfare. What it means to govern is the
voluntary participation of the governed (see Cruikshank, 1994). It is not
inconsequential to find voluntary work as a central requirement of the work-forthe-dole scheme.

2

Relations of empowerment, Cruickshank (1994) argues, are organised around four
strategies: expertise, democratically unaccountable processes, research on the subject in
question to which they themselves contribute, and the exercise of voluntary and coercive
means of action.

3

Elsewhere, I have argued that this textual strategy keeps the status of being young and
unemployed incoherent, such that it functions as a sliding signifier in narratives of social
life. Such narratives leave the authenticity of the meta-narrative of the life-cycle model
beyond critical exploration (Nietz, 1997).

YOUTH UNEMPLOYMENT AND SELF-CONDUCT

5

181

The Will to Govern in an Administrative Society

It is important to note that the category of young and unemployed is deeply

divided by gender, race, ethnicity, class and age. In its strategic deployment
within government rhetoric, it traverses social and geographic divisions. To what
end then, is the category a useful demarcation? Another way of posing this
question is to ask: How do young and unemployed people continue to be targeted
as an object of governmental policy? Moreover, why are young people willing to
internalise this age demarcation and identify as being young rather than, or in
addition to, the above mentioned sociological variables? In the first instance, a
crucial process of knowing about young people involves the deployment of a vast
array of techniques designed to calculate, evaluate and monitor the desires of
young people: a strategy geared to maximising knowledge about them. The
capacity of young people to act in their own interests becomes the object of
research, intervention and governmentalisation. This being so, although the
experience of being young and unemployed is divided by a series of sociological
profiles, these difference are accommodated and assist in the further targeting and
identification of the conditions of being young. Difference, in this way, enhances
the technique of governance, the ever increasingly pervasive form of a technical
and rational administrative mentality (see Dean, 1995). The logic of
empowerment does not aim to develop social relations within the ranks of
unemployment. In this sense, it does not seek to over-ride difference. Rather its
objective is to maximise the knowledge about young people; the different ways in
which being young is experienced, in order to increase the effectiveness of the
assemblages of agencies that take charge of the well-being of young people. Thus
the logic of self-empowerment does not run the risk of inadvertently 'helping'
young people to become politically active in their own right. Nor does it mean
that individuals come together to help themselves. Rather, as Cruickshank (1994:
44) argues is indicative of such tendencies: 'to help' means that government
intervenes to create 'relations of help' between individuals; to govern therefore
means to incite the desire and the will to participate actively in social relations.
The aim is to bring young people into active participation and, in doing so, draw
them into an economy of sameness.
In conclusion, the scope of government brings into existence a strategy to link
young people to programs, experts, and agencies charged with the responsibility
of managing young people. In effect, this tendency witnesses a devolution of the
exercise of power to the agencies responsible for the management of conduct. In
doing so, it maximises the conduct of young people by institutionalising a
decentralised decision-making process (a wider tutelary complex) over what is to
be done to manage rising rates of youth unemployment. The problem of youth
unemployment, once considered to be a by-product of the economy, now becomes
a condition that is internalised within young people's very self-constitution. It is
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through the logic of empowerment that the current government scheme seeks to
transforms the style of governance targeting the way in which youth
unemployment comes to be managed.
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Transgenerational Welfare
Dependence: Myth or Reality?
Jocelyn Pech and Frances McCoull 1
Strategic Policy and Analysis Branch
Department of Family and Community Services, Canberra

1

Introduction

Peter Travers (1998: 117) recently described the phrase welfare dependence as
incorporating 'the notion of a cycle whereby dependence, poverty, and generally
feckless behaviour are perpetuated from one generation to the next'. This is the
popular conception, and perhaps the myth, of welfare dependence. In this paper,
we examine the reality of income support dependence among young people in
Australia. To the extent that we use this term, we are describing a financial state
where an individual or family's primary source of income is the social security
system. To the extent that dependence is psychological or behavioural as well as
financial, we cannot capture this.
This paper is a first attempt to document the extent to which income support
receipt by young people is associated with their parents' income support receipt.
It contains both good and bad news. The good news is that most young people
from disadvantaged backgrounds, as measured by their parents' income support
receipt, do not spend long periods on income support between their sixteenth and
nineteenth birthdays. The bad news is that they are more likely to do so than other
young people.
We in the Department of Family and Community Services are doing this research
for two main reasons. The first is to understand what is happening in our
community at present. The second is to use that understanding to help develop
policies and programs to improve the life chances of children from disadvantaged
families. In the end, we are more interested in what works than in what does not.
The paper is not about who or what causes some young people to enter the income
support system in their teens. Even it if proves possible to do so, we have not yet
Opinions expressed in this paper are our own and should not be taken to represent the
views of either the Minister or the Department of Family and Community Services. We
especially thank Craig Perkins for his painstaking work to construct the research data set
from social security records. The paper represents the 20-minute presentation given at
the conference. A more detailed version is available direct from the authors.
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had time to analyse the data in the depth that would enable us to draw inferences
about causal relationships. And in any case, the data set contains no information
about many factors that other research suggests may be important - such as the
young people's early school experience. For these reasons our early findings must
be interpreted with caution.

2

Evidence from Australia and Overseas

In our previous paper on this topic (Pech and McCoull, 1998), we summarised
some Australian and American evidence on the extent to which poverty,
disadvantage and income support dependence appear to be 'transmitted' from
generation to generation. In brief, those findings are as follows.
•

In Australia, longitudinal data are scarce. There is evidence from crosssectional data and from the Australian Longitudinal Surveys of Youth that
young people's educational and labour market experiences are correlated
with those of their parents. The issue of income support dependence across
generations has not been explicitly examined to date.

•

In the United States, a large body of research using longitudinal data sets
has shown that growing up poor significantly increases the probability of
poverty in adulthood and that young women whose mothers receive welfare
payments are more likely to have babies early and to receive welfare
themselves. Furthermore, young people who grow up in non-intact families
are more likely to drop out of school, have children before the age of 20
and/or be workless in early adulthood.

•

In the United Kingdom, analysis of longitudinal data from the National
Child Development Study has yielded some similar results. For example,
Johnson and Reed (1996) found that young men, who at the age of 16 had
unemployed fathers, were twice as likely as the average to have experienced
significant unemployment by the age of 33. Hobcraft (1998: 86) found
'general evidence of the transmission of social exclusion and disadvantage
across the generations and the life course', although he was cautious about
drawing inferences about causality. And Kiernan (1997) found that people
whose parents divorced during their childhood had lower educational
attainment and higher rates of unemployment by age 33, were more likely to
have become parents at a young age and had higher rates of partnership
dissolution.
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Research Hypotheses

This previous research suggests that we might expect to find support for the
following hypotheses.
•

First, that young people whose parents receive income support will be more
likely to experience during their teenage years a number of life events that
lead to them also receiving income support. These include leaving school
early, becoming unemployed, and/or having children while still in their
teens.

•

Second, that the probability of these outcomes will increase as the degree of
parental disadvantage and income support dependence increases.

The Data Set
The data set contains selected information from family payment and income
support records of some 531000 young people and their 92/000 parents''. We
selected from the family allowance database as at January 1996 all young people
who were due to turn 16 between January and March that year. Together they
represent more than four-fifths of Australian young people born between January
and March 1980 - the entire birth cohort except for young people from the richest
17 to18 per cent of families.
Using a data-matching process we assembled 13 data 'snapshots' at quarterly
intervals from January 1996 until January 1999, when the young people were
about to turn 19. These provide a comprehensive social security history for both
the young people and their parents over the three-year period.
In reading this analysis it is important to remember that it does not refer to all
young people aged 16 to 18, but rather to a particular group of young people who
turned 16 at the beginning of 1996 and to their experience over the next three
years.

4

Analysis Framework

For the purpose of our initial analysis, we divided the young people's families into
six groups, based on the parents' social security status at 1 January 1996. In doing
so, we were using social security status as a proxy for degree of disadvantage,

2

The use of personal information (names and addresses) was essential for accurate datamatching in the course of assembling the data set. In accordance with privacy
principles, this information does not form part of the research data set
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rather than as a variable in its own right. The targeted social security system
means that there is a high correlation between income support receipt and many
indicators of disadvantage.
•

Groups 0 and 1 contain middle- to high-income families. Families in Group
o had received family allowance for the young person at some time but were
no longer doing so, while those in Group 1 were still receiving family
allowance at the minimum rate."

•

Groups 2 and 3 could be categorised as the 'working poor'. Group 2
families received family allowance at the higher rate for low-income
families" but no adult pension or benefit, while families in Group 3 had one
parent working and the other receiving an income support payment.

•

Groups 4 and 5 contain income support recipient families, where both
parents or the lone parent were receiving a pension or benefit. Families in
Group 4 had received income support for less than two years and families in
Group 5 for two years or longer.

Table 1 summarises the numbers of families in each group and the likely range of
taxable income for families in each group, based on a one-child family. These
income figures are only indicative, as there are a number of reasons why a
particular family may have had a higher or lower income at that point in time."
This categorisation represents a scale of increasing disadvantage and income
support dependence, from the not disadvantaged, not dependent (Groups 0 and I)
to the most disadvantaged and most dependent (Group 5). While this is not a very
sophisticated approach to measuring income support dependence, we have found
it useful as a starting point.

3

At that time, minimum rate family allowance was $22.70 a fortnight ($590.20 a year)
per child for the first three children in a family, with the rate rising to $28.90 a fortnight
($751.40 a year) for the fourth and subsequent children.

4

Maximum family allowance rates were $93.10 a fortnight ($2420.60 a year) for each
child aged 0-12 and $121.10 a fortnight ($3148.60 a year) for each child aged 13-15.

5

Calendar year entitlement to family payment is usually based on family taxable income
for the previous financial year, unless it has varied by more than 10 per cent. In most
cases, therefore, the family's recorded taxable income was for 1994-95. Both lower and
upper income limits for Groups 0 to 2 were higher where there were two or more
children.
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Table 1: Numbers of Families in Data Set and Approximate Ranges of Taxable Income
for a One-child Family, by Social Security Group
Social
Security
Group

Families
No.

o

9760
21768
6808
2419
5588
6399
52742

1
2
3
4(b)
5(b)

Total
Notes:

a)
b)

5

%

18.5
41.3
12.9
4.6
10.6
12.1
100.0

Taxable income'" range ($pa)
From
To
63767
27768
22650
19847
8734 (s)
14674 (c)

na
63766
27767
25124
20 816(s)
25 124 (c)

Income support
dependence (range)
Not dependent
Not dependent
Low to moderate
Moderate to high
Moderate to total

Income excluding family payments and any other non-taxable entitlements (e.g.
guardian allowance or rent assistance).
For groups 4 and 5, figures marked (s) are for lone parent families and those
marked (c) are for couple families.

The Families of Origin

Table 2 summarises the incidence of various family and parental characteristics
within each social security group. On many of these indicators, there is a fairly
clear divide between Groups 0 and 1 (the middle- to high-income families) and
the rest. That is, families in Groups 2 to 5 appear to be more like each other than
they are like families in Groups 0 and 1.
When we compare families in Groups 0 and Group 5, for example, we find that
parents in Group 5 were:
•

four times as likely to be lone parents;

•

two and a half times as likely to have been born overseas;

•

eight times as likely to identify as indigenous; and

•

for mothers, about twice as likely to have had a child before the age of 21.

Compared with Group 0 families, the Group 5 families were also three and a half
times as likely to have more than four children, three times as likely to have a
youngest child under 6, and 25 times as likely to be living in public housing.
When we look at the proportions of families with a particular characteristic that
fall into each group (Table 3), we find that Groups 3 to 5 contain:
•

more than three-quarters of the families occupying public housing;
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Table 2: Characteristics of Primary Parent by Group: January 1996
Group
Characteristic
0
Male (%)
Lone parent (%)
Australian-born (%)
Overseas born - Englishspeaking country (%)
Overseas born - non-Englishspeaking country'" (%)
Indigenous Australian" (%)
Mean age (yrs)
Aged under 40 (%)
Aged 50 and over (%)
Mean no. of children(c)
More than 4 children'" (%)
Mean age of youngest child
(yrs)
Youngest child under 6 (%)
Mean age at first birth (yrs)
(mothers only)
First birth before age 21 (St)
Ever received income
supported) (%) (parent or
partner)
Public housing tenant (%)
(families)
Number
(mothers)
Notes:

2

3

4

5

All
families

2.4
16.2
89.3

2.7
13.1
88.5

4.1
27.1
79.8

2.7
0.0
72.2

7.2
49.8
67.7

5.5
67.4
71.8

3.6
25.4
82.5

3.5

3.9

6.0

6.6

8.4

7.4

5.1

7.2
0.5
42.9
21.7
7.1
2.7
4.3

7.6
0.4
42.3
28.8
6.9
2.7
5.4

14.2
2.3
41.3
40.2
6.3
3.3
16.3

21.3
2.7
41.1
43.1
7.4
3.4
17.5

24.0
3.6
41.4
41.4
10.3
3.1
16.3

20.9
3.8
42.7
36.2
13.7
3.1
15.3

12.4
1.5
42.2
31.8
8.1
2.9
9.5

12.9
4.0

12.2
6.4

10.5
15.6

10.3
18.0

10.8
17.5

11.4
12.9

11.8
9.7

24.4
17.9

24.2
20.7

23.4
29.2

23.1
34.5

23.5
34.3

24.3
33.2

24.0
24.8

5.0
0.9
9760
9526

7.3
1.3
21768
21 179

17.2
6.3
6808
6532

100.0
10.3
2419
2353

100.0
14.1
5588
5184

100.0
25.6
6399
6046

33.5
6.6
52742
50820

a) Canada, Ireland. New Zealand, UK, USA.
b) Individuals whose social security records contain an indigenous identifier. These
do not represent all indigenous Australians receiving social security payments.
c) All children listed on family allowance record; may not always be an accurate
measure of family size.
d) Pension, allowance or benefit for adult family member(s); does not include
payments for children.

•

more than 60 per cent of the parents who identified as indigenous;

•

slightly more than half of the lone parents and families with a youngest
child under 6; and

•

more than 40 per cent of the families whose primary parent was born
overseas or male and families with more than four children.
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Table 3: Distribution of Certain Family Characteristics by Group: January 1996
Group (Percentages)
Characteristic
Indigenous Australian
Lone parent
Overseas born - nonEnglish-speaking
country
Overseas born English-speaking
country
Male
More than 4 children
Youngest child under 6
First birth before age 21
Ever received income
support
Public housing tenant
Total

6

0

Total

2

3

4

5

%

No.

6.2
11.8

11.4
21.4

19.5
13.8

8.0
0.0

24.6
20.8

30.4
32.2

100.0
100.0

810
13 383

10.8

25.4

14.8

7.9

20.6

20.5

100.0

6511

12.7

31.6

15.1

5.9

17.3

17.5

100.0

2703

12.2
8.3
7.7
13.4

30.7
23.4
27.4
34.5

14.4
22.1
20.9
15.1

3.4
8.5
8.6
6.3

21.0
18.1
19.2
14.5

18.4
19.5
16.3
16.2

100.0
100.0
100.0
100.0

1922
5015
5094
13 037

2.8
2.6
18.5

9.0
8.3
41.3

6.6
12.3
12.9

13.7
7.2
4.6

31.6
22.7
10.6

36.3
46.9
12.1

100.0
100.0
100.0

17648
3485
52742

The Young People, 1996 to 1999

We turn now to the situations of the young people in January 1996 and the three
years following. In the following discussion, we use the group categorisation as a
family background variable. Thus, when we refer to young people from one
group or another, we are talking about the group to which their parents belonged
in January 1996, rather than the group to which they themselves belong.
At the beginning of 1996, fewer than half of one per cent of the young people in
our birth cohort received income support in their own right, and most of these did
so because of unemployment. Over the following three years, this changed
dramatically.
Apparent Fertility. By January 1999, about two per cent of the young people in
our data set (over four per cent of the young women) were recorded as receiving
family allowance for one or more dependent children. Of these, most had care of
only one child, but about one in eight was responsible for two or more children.
Not all the children for whom young people received family allowance would
have been their own. In our analysis of apparent fertility, we have assumed that
any child listed on a young woman's family allowance record who was born when
she was at least 13 is her biological child. On this assumption, about 4.5 per cent
of the young women in the birth cohort had become mothers by January 1999.
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Figure 1 illustrates apparent fertility rates among young women from each family
origin group as at January each year. It shows that apparent fertility was low
among young women from Groups 0 and 1 and relatively high among young
women from Groups 4 and 5, with Group 2 and 3 women falling somewhere in
between.
Figure 1: Apparent Fertility of Young Women by Family Origin Group: January 1996 to
1999
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The average age at first birth was around sixteen and a half for young mothers
from Groups 4 and 5 and about 17 for the other groups. Overall, almost twothirds were single, with young mothers from Groups 2 and 5 the most likely to be
unpartnered.

Income Support History. Table 4 summarises the young people's experience of
the income support system from January 1996 to January 1999. The figures
include young people receiving student allowances in the 'no income support'
category for two reasons. First, we have no data on receipt of AUSTUDY
payments in the years prior to 1998 and, second, while student payments provide
income support their receipt is unlikely to result in long-term income support
dependence and associated labour market disadvantage. Indeed, receipt of student
payments by young people from low-income groups can be regarded as a positive
outcome, since it indicates continued participation in education or training.
About 10 per cent of the young people in our data set received income support at
some time during the calendar year in which they turned 16 and this proportion
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Table 4: Income Support History of Young People by Family Origin Group: January 1996
to January 1999

Payment type and year

Receipt within each family origin group (%)
0

None'"
January 1996
1996 year
1997 year
1998 year
January 1999
Unemployment paymentsf"
January 1996
1996 year
1997 year
1998 year
January 1999
Parenting payments'"
January 1996
1996 year
1997 year
1998 year
January 1999
Disability/sickness
payments'"
January 1996
1996 year
1997 year
1998 year
January 1999
Other(b)(c)
January 1996
1996 year
1997 year
1998 year
January 1999
Notes:

2

3

4

5

Total

99.7
95.3
93.8
87.2
93.6

99.8
94.1
92.6
83.5
91.6

99.7
89.5
82.9
72.4
83.1

99.8
85.5
78.0
68.8
79.1

99.3
77.8
69.6
59.4
71.6

99.3
76.0
65.6
55.7
68.3

99.7
89.4
85.2
76.1
85.3

0.16
4.2
5.2
11.4
4.9

0.10
4.7
5.8
14.6
6.1

0.12
9.1
14.7
24.6
13.4

0.16
13.1
19.3
27.8
16.6

0.32
20.4
27.1
36.1
22.6

0.43
21.3
30.1
38.8
25.1

0.18
9.2
12.7
21.1
11.4

0.0
0.2
0.5
0.9
0.8

0.0
0.2
0.5
1.0
0.9

0.03
0.4
1.0
1.9
1.9

0.0
0.4
1.3
2.5
2.3

0.04
0.6
2.2
3.9
3.8

0.06
0.8
2.1
3.6
3.4

0.02
0.3
1.0
1.8

0.01
0.5
0.7
0.9
0.8

0.0
1.1
1.3
1.4
1.3

0.01
1.3

0.0
1.6
2.1
2.0
1.9

0.0
2.4
3.0
3.4
3.2

0.0
1.2
1.5

2.0
1.6

0.0
1.1
1.8
2.0
2.0

0.12
0.05
0.07
0.01
0.00

0.05
0.07
0.07
0.04
0.02

0.10
0.13
0.14
0.07
0.04

0.04
0.16
0.12
0.16
0.08

0.30
0.14
0.46
0.14
0.14

0.25
0.23
0.29
0.15
0.06

0.12
0.11
0.15
0.06
0.04

1.7

1.7

1.7

1.6

Not recorded as receiving income support (other than as a full-time student) at
points in time (January 1996 or 1999) or in any of the quarterly snapshots during
the relevant calendar year.
b) Recorded as receiving relevant payment at points in time (January 1996 orl999) or
in at least one of the quarterly snapshots during the relevant calendar year.
c) Mainly carer payment and special benefit.

a)

JOCELYN PECH AND FRANCES MCCOULL

194

had risen to almost one in four during the year they turned 18. About 15 per cent
were receiving income support in January 1999. Unemployment payments were
the most common, accounting for over three-quarters of income support receipt.
Figure 2 shows for each family origin group how the proportion of the cohort
receiving income support grew each quarter from January 1996 to January 1999.
As with the data on apparent fertility, it shows clear divisions between Groups 0
and 1, Groups 2 and 3 and Groups 4 and 5. In January 1999, over 30 per cent of
young people from Group 5 were receiving income support, compared with six
per cent of young people from Group O.
Figure 2: Income Support Receipt by Family Origin Group: January 1996 to January
1999

--~

35

Q

30

..
'"
..
5

....

C.
C.
::I

25

~Group

Q

<J

.S

20

O!I

=

.~

...

.~

-Group 0

15

1

-+-Group 2
-Q-Group 3

<J

=
~

..
Q

..

C.

e

10

""'-Group4
-o-Group 5

5

Q.c

Unemployment Payments. Each category of income support payments shows a
similar pattern. If we take unemployment payments for example, more than 20
per cent of young people from Groups 4 and 5 received an unemployment
payment during 1996, compared with less than five per cent of young people from
Groups 0 and 1. Young people from low-income working families (Groups 2 and
3) were more than twice as likely to have received an unemployment payment as
those from middle-income families, but only about half as likely as young people
from income support recipient families.
Over time, the gaps between groups widened. During 1998, almost 40 per cent of
young people from Group 5 received unemployment payments at some time,
compared with 11 per cent from Group O. Between 1996 and 1998, the gap
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between these two groups had increased from 17 percentage points to 27
percentage points.
Parenting Payments. While parents in the general population are relatively
unlikely to receive parenting payment, that is not the case in this age group.
Around 84 per cent of the young people who were responsible for dependent
children in January 1999 also received parenting payment. Once again, young
people from Groups 4 and 5 were about four times as likely to have received
parenting payment as young people from groups 0 and 1.
Nevertheless, parenting payment accounted for only about one-eighth of income
support receipt among 16 to 18 year olds. Only 1.7 per cent of the young people
were receiving parenting payment in January 1999, compared with the 11 per cent
receiving unemployment payments.
Payments for Disability and Sickness. Relatively few of these young people
received payments associated with disability or sickness. Most who did were
receiving the disability support pension and the data suggest that about threequarters of these accessed the payment as they turned 16, probably as a result of
congenital or otherwise longstanding disabilities.

7

Cumulative Income Support Dependence

We turn now to an assessment of the extent to which these young people became
dependent on income support over the three years. To do this, we constructed a
scale of cumulative income support dependence, derived from the number of
quarterly snapshots in which an individual was recorded as receiving income
support. That scale is summarised in Table 5.
Table 5: Scale of Cumulative Income Support Dependence
Degree of income support dependence

Nil
Low
Moderate
High
Maximum

Number of times recorded as receiving
income support

o
1 to 3
4to 6
7 to 11
12 to 13

Table 6 summarises the data on cumulative income support dependence. It shows
that fewer than seven per cent of the young people in our data set could be
described as experiencing high or maximum income support dependence between
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Table 6: Degree of Cumulative Income Support Dependence Among Young People by
Various Personal and Family Background Characteristics: January 1996 to January 1999
Personal and family
background characteristics

Cumulative income support dependence
Nil

Gender
Male
Female
Dependent children (Jan 99)
Nil
One
Two or more
Country of birth/ethnicity
O/s non-English-speaking
O/s English-speaking
Indigenous Australian
Other Australian
Last pensionlbenefit received
unemployment payment
parenting payment
disability support pension
other
Family of origin group
0
1
2
3
4
5
Family type
Lone parent
Couple
Country of birth (primary
parent)
O/s non-English-speaking
O/s English-speaking
Indigenous Australian
Other Australian
Public housing tenant
Yes
No
Total
Percentage
Number

Low Moderate

Total

High Maximum

%

No.

71.1
71.5

16.4
15.1

6.1
6.4

5.1
5.5

1.3
1.5

100.0
100.0

27550
25663

72.9
3.7
1.3

15.8
16.3
6.4

5.8
27.8
12.8

4.4
42.9
57.1

1.2
9.3
22.4

100.0
100.0
100.0

52054
1031
156

74.2
56.0
21.3
72.4

16.5
25.5
27.5
15.7

5.4
10.7
20.8
5.9

3.4
6.8
25.7
5.0

0.5
1.9
4.7
1.4

100.0
100.0
100.0
100.0

2412
1058
869
48902

0.0
0.0
0.0
0.0

61.2
13.2
5.0
74.8

22.2
26.5
10.8
15.5

14.9
48.1
38.9
9.7

1.7
12.1
45.3
0.0

100.0
100.0
100.0
100.0

13323
991
855
103

84.6
80.3
67.1
61.4
50.7
46.8

10.1
13.0
18.7
20.5
22.3
23.2

2.9
3.6
6.9
9.2
12.4
13.3

2.0
2.3
6.1
7.5
12.0
12.9

0.4
0.8
1.3
1.5
2.6
3.8

100.0
100.0
100.0
100.0
100.0
100.0

9849
21949
6903
2442
5626
6472

56.6
76.3

20.2
14.3

10.5
4.8

10.2
3.6

2.6
1.0

100.0
100.0

13520
39721

76.4
59.9
40.2
71.9

15.0
20.3
19.9
15.5

4.9
9.9
17.0
6.0

3.0
8.1
19.5
5.2

1.7
1.8
3.4
1.4

100.0
100.0
100.0
100.0

6567
2739
816
43119

39.6
73.6

24.1
15.2

15.9
5.6

15.8
4.5

4.6
1.2

100.0
100.0

49718
3523

71.3
37969

15.8
8404

6.2
3323

5.3
2810

1.4
735

100.0
53241
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their 16th and 19th birthdays and only 1.4 per cent were on payment virtually the
whole time. Over 70 per cent never received income support, including close to
half of young people from income support recipient families (Groups 4 and 5).
Despite the fact that families from non-English-speaking countries were
significantly over-represented in Groups 4 and 5, young people from these
families were less likely to have been highly income support dependent by the age
of 18 than young people born in Australia.
Information on the last payment received confirms that most youth unemployment
is short-term. Of young people whose last payment was for unemployment, about
one in six had experienced high income support dependence by age 18. By
definition, these were those who dropped out of school earliest. More than 60 per
cent of young people who last received unemployment payment had received
income support at three or fewer of the data collection points. By contrast, 84 per
cent of young people whose last payment was disability support pension and 60
per cent of those who had last received parenting payment were on income
support at more than half the quarterly survey points.
There were only two small subgroups of young people who were more likely than
not to have experienced high levels of income support dependence by their
nineteenth birthday. These were young people with levels of disability significant
enough to qualify them for disability support pension and young people with the
care of dependent children. Among young people identified as indigenous, almost
half experienced no or low levels of income support dependence and for all other
'at risk' groups there was a clear majority in the two lowest dependence
categories.
Compared to the average probability of about one in 15, the following family
background factors substantially increased the likelihood of a young person
experiencing high levels of income support dependence between the ages of 16
and 18:
•

living with only one parent at age 15 (almost twice as likely);

•

coming from an income support recipient family (more than twice as
likely);

•

living in public housing at age 15 (three times as likely); and

•

having a primary parent who identified as indigenous (three and a half times
as likely).

As we pointed out earlier, there is a high degree of intercorrelation between these
factors so it is not possible at this stage to know which may be dominant or,
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indeed, whether other factors not captured in these data may have greater
explanatory power.

8

Conclusion

We conclude that even among those young people whose parents were apparently
the most disadvantaged and income support dependent, only a small minority
(about one in six) could be categorised as having been highly income support
dependent themselves between their 16th and 19th birthdays.
Nevertheless, our analysis provides some support for both of the hypotheses we
outlined earlier. Young people from income support recipient families were much
more likely than the average to leave school early, to experience unemployment,
to have children before the age of 19 and/or to receive income support themselves.
The data also suggest that the probabilities of these outcomes increase with the
degree of parental disadvantage and income support dependence.
Clearly we have only scratched the surface of these data and much more analysis
remains to be done. For example, we need to develop a more sophisticated
definition of income support dependence than we have used here. We also need
to employ multivariate analysis to try to sort out the effects of intercorrelations
among the family background variables. Last, we hope to be able to enrich the
data further by updating it once a year and possibly by surveying a sample of the
young people from our original cohort to collect information on variables that
cannot be obtained or easily inferred from the administrative data.
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1

Introduction

In an age when there is considerable focus on the needs of children and the rights of
children, and a greater willingness on the part of the state to intervene within the
community and indeed within families to ensure that children attend school, receive
health care, have safe play areas, are properly cared for in the event of marital
breakdown and are not subject to abuse or neglect, it is perhaps a little surprising that
authorities in developed countries have mostly chosen to allow parental income to
determine the standard of living that children might be able to enjoy. This policy
choice of minimal interference with parents' rights and obligations to materially
provide for their children can perhaps be seen as sitting uncomfortably with the
willingness to massively intervene in other areas. But of course, it has a logic of its
own. Direct material provision for children by the state can influence parents'
incentives to take up paid employment, and work is a prime obligation placed on
most adults in modem industrial society.
The failure of states to provide anything more than minimal direct financial support
for children is most strongly felt among large families: while a family's needs will
increase with the number of children, there is no guarantee that parents' market
incomes will similarly increase. Therefore, without adequate state intervention, it is
almost inevitable that large families will be poorer, on average, than small ones. To
my mind this raises an important question: in societies that increasingly focus on the
rights of children, should children in large families be materially disadvantaged
compared with children in smaller families simply because they have more brothers
and sisters?
The purpose of this paper is to propose an argument for policies that support the
promotion of equity between children. In order to elaborate this argument, I examine
the relationship between policy, poverty and household size among households
Another version of this paper was presented at the LIS Conference on Child Well-Being in
Rich and Transition Countries, Luxembourg, September 1999. I am grateful for comments
received at these two conferences, as well as advice from Michael Bittman, Jenny Chalmers
and Stephen Jenkins. All errors are mine.
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headed by a working-age couple/ across seven industrialised countries: Canada,
Australia, the USA, Norway, Sweden, Finland and France. The analysis shows that
in all countries, poverty increases with the number of children in the family.
However, once parents' employment position is taken into account, welfare regimes
in Finland and France are more effective than the others in promoting equity between
children in households of different size.' I conclude by arguing for a new typology
of welfare states that differentiates regimes according to their focus on children, as
opposed to families.
The remainder of this paper is divided into 3 sections. In Section 2, theories of justice
and distribution as they relate to children are discussed. Section 3 contains the main
empirical analysis of aggregate and microdata. Section 4 concludes.

2

Children's Rights and Parent's Responsibilities

The Treaty on the Convention of the Rights of the Child recognises children's rights
to an adequate standard of living (Article 27) and to benefit from social security
(Article 26). However, it also recognises that parents 'have the primary responsibility
to secure, within their abilities and financial capacities, the conditions of living
necessary for the child's development' (United Nations, 1991). The state's role is to
ensure that this duty is fulfilled by providing, among other things, material assistance
to parents and children. The Treaty therefore provides a baseline in terms of
children's rights, but one which does not adequately allow for a discussion of equity
between children. Yet issues of equity and distribution are central to debates about
welfare, and the role of the welfare state in industrial society. Bojer (forthcoming)
attempts to develop these issues through extending Rawls' (1971) Theory ofJustice
to children.
Rawls (1971) proposes a social contract based on an 'original position' where all
members of society are generally well-informed, but know nothing of their own age,
sex, ethnicity, socio-economic position, psychological or moral attitudes, etc. (the
'veil of ignorance'). The social contract would be based on two principles: first, the
greatest amount of liberty possible that does not interfere with others' liberty; and
2

This includes legally married and de-facto couples where the man is aged between 20 and
59. It is important to note that single parents are excluded from this analysis. The issue of
equity between children in single parent and couple households is clearly important, and
raises issues that could perhaps be best examined separately. For example, see Land and
Lewis (1997).

3

Clearly, issues of equity between children are important in terms of more than just family
size; for example, issues of region, ethnicity, disability and parental love are all of
considerable consequence not just to children's well-being and happiness as children, but
also to their future life chances as adults (an issue also not explicitly addressed here). The
purpose of this paper is to focus on one of many issues of equity between children.
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second, social and economic inequalities are arranged in such a way that they benefit
the least advantaged in society (Reiman, 1990).4 Rawls calls this second principle the
'difference principle'. Bojer (forthcoming) uses this as her main plank in applying
Rawls' theory to children: children have a strong claim to being regarded as least
advantaged members of society, to the extent that they cannot fend for themselves,
and are (at least for a time) totally dependent on others.
While the difference principle is an egalitarian concept, it also embodies an implicit
recognition that the way the pie is distributed may influence how much of it there is
to distribute (the equity-efficiency trade-off). Therefore, some inequality is
acceptable. Children may be dependent on others and therefore deserving of
distributional justice, but the resources transferred to support them could conceivably
influence their parents' incentives to work. There is a potential contradiction here
which Bojer (forthcoming) appears prepared to overlook (except as a life-cycle issue)
by treating children as individuals rather than as dependentjamily members. To my
mind, her argument has considerable merit and deserves wider debate. But I will
withdraw from that viewpoint a little and instead make a proposition which may be
more easily accepted within the current paradigm to which Western industrial welfare
states adhere.
I will take as my starting point the Convention of the Rights of the Child discussed
above. First, parents have primary responsibility for the maintenance of their
children. Second, employment obligations for parents must be maintained, as Rawls'
difference principle allows. Third, however, as Bojer (forthcoming) argues, it is hard
to justify inequalities between the least advantaged, i.e., children. Therefore, I
propose that western industrial welfare regimes can promote equity between children
in two ways: overall; and between children whose parents have similar attachments
to the labour market. For the purposes of this research, 'equity' is minimally defined
as 'similar probability of being in poverty'; 'between children' is narrowed down to
'between children in households of different size'; and 'similar attachments to the
labour market' means dividing families headed by a couple into the following four
categories: both are in paid work; he is in paid work, she is not; she is in paid work,
he is not;5 and neither is in paid work. 6

4

This second principle also includes an 'equal opportunity' clause (Rawls, 1971: 83). Like
Reiman (1990), we will assume that this is implicit in Raw1s' theory.

5

In practice, few working-age families fit into this category, and it is not discussed in the
analysis.

6

Clearly, categorising parents into 'employed/not employed' does not adequately deal with
the incentives issue, since incentives also govern hours worked, types of work sought, wages
etc. However, I hope to show that these finer distinctions do not actually matter too much
within the context of the broader picture.
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I have outlined Bojer's (forthcoming) more radical argument to highlight the extreme
modesty of my own endeavours to research equity between children. But as I shall
show, the modesty of these goals does not suggest their easy achievement by western
industrial welfare regimes.

3

Welfare Regimes and
Industrialised Countries

Child

Poverty

in

Seven

The main empirical part of this paper consists of an analysis of welfare regimes in
seven countries, and how estimates of poverty vary across countries with the number
of dependent children in households headed by a couple. In other words, can the
presence of an extra child be associated with an increase in the probability of a
household being poor? The seven countries were chosen for two reasons. First, it can
be argued that they represent three different models of welfare in the tradition of
Esping-Andersen (1990): liberal (Canada, Australia and the USA), social-democratic
(Norway, Sweden and perhaps Finland) and conservative (France). Second, survey
microdata containing details of household incomes and characteristics are available
for these countries in the database of the Luxembourg Income Study (LIS). LIS has
gathered together household survey microdata for over twenty industrialised
countries, partially documented them in English and put them in a form that makes
it easier for analysts to compare them." Third, of the twenty or so countries for whom
data are available (in Wave III of the LIS - that is, surveys from about 1990) these
seven had sufficiently large sample sizes to allow examination of large families,
defined here as those with four or more children. As noted in the introduction, only
households headed by a working-age couple are included in the analysis.

Models of Welfare
The primary responsibility of parents for the maintenance of their children is widely
accepted in industrialised countries. However, the state clearly does see a significant
role for itself in ensuring children's well-being. In effect, both parents and the state
combine to provide for children. But the state, as Folbre (1994) argues, does not
always intervene to support all children equally, and the labour market participation
of parents does not always ensure that their children enjoy a reasonable standard of
living. Moreover, the state may assume that in helping parents participate fully in the
labour market, it will also ensure the well-being of dependent children. This is not
necessarily the case. Support for families cannot automatically be equated with
support for children. This argument has not often been made in the social policy
7

But note that LIS cannot make the datasets comparable. Differences in sampling methods,
periods over which data are collected, definitions and customs across countries mean that
any international comparison should be seen as tentative. More complete details on LIS are
available at http://lissy.ceps.lu.
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literature, but there is a clear conceptual difference between the two types of support.
Obviously, education and health care services for children are clearly aimed at
children, but the target of financial support is less certain. In particular, support that
encourages parents to take up employment may not necessarily benefit (in relative
terms) a family with four children any more than it will benefit a family with two
children. It is important, therefore, to elaborate a framework that might allow us to
examine the relationship between policy and child poverty where a distinction is
made between policies which focus on encouraging both parents (in effect, the
mother) to maintain a relationship with the labour market, and policies which attempt
to provide direct compensation to cover the costs of children.
Figure 1 shows three policy dimensions within which financial support that may be
of benefit to children can be realised. The underlying assumption here is that there
is a dissonance between economy and fertility: parents with different numbers of
children cannot by themselves produce even broad statistical equality between all
children; if families are left to rely on the market, then children in large families will
generally be worse off. Therefore, while individual policies may be important, the
size of the social pie is to my mind paramount. This is why the first dimension
matters. The comparison of welfare states in terms of total expenditure has a long
history (see Wilensky, 1975); while more recently the analytical focus has switched
to policy provision, volume is still likely to be important in delivering distributional
justice.
Figure 1: Welfare State Typologies

Social expenditure on families
Low

"""'(:.---------------~» High

Male """'(:.Breadwinner
Generalised
support

Focus on parents

~

»

Dual
Earner

Focus on children
(

Outcomes
High

Child poverty
..
(:.---------------~» Low

Low

Equity between children
..(:.---------------~» High
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The second dimension attempts to describe welfare state effort to encourage both
parents to participate in the labour market. Since male participation is almost
universally assumed, this dimension is actually very similar to that proposed by
Lewis (1992). She argues that welfare regimes in industrialised countries have all
subscribed to some degree to the idea of a society populated by male breadwinners
who support dependent wives and children through employment. However, the
breadwinner model has been modified to varying degrees in different countries: in
its pure form, married women would be totally excluded from the labour market. Its
polar opposite, as suggested by Sainsbury (1994), would assume that each spouse is
responsible for their own maintenance, responsibility for children is shared, and the
tax-benefit unit is the individual rather than the family.
The third dimension is new, and heavily draws its inspiration from Bojer's
(forthcoming) interpretation of Rawls (1971), as elaborated in Section 2. There is
room for considerable research on how welfare regimes concentrate resources
specifically on children (rather than on families). For the purposes of this analysis,
I propose to measure welfare regimes' efforts using a single indicator: direct cash
transfers paid in respect of children. Two factors are important: the size of the
transfers (in terms of average earnings in a country), and their distribution among
children in a family - for example, how generous is support for a second child in
comparison with support for a first child? In other words, to what extent does the
welfare state assume equality between children in families of different size?
In terms of the analysis in this paper, there are two desirable outcomes: low child
poverty overall (suggesting that society is oriented towards helping the least
advantaged), and similar poverty probabilities for children in families of different
size. (suggesting a high degree of equity between children). But as discussed in
Section 2, these outcomes are examined in the context of parents' labour market
activity. A welfare regime which valued highly both work incentives and equity
between children might ensure that poverty probabilities for families varied
according to parents' labour market status, but not according to number of children
in the family.
The operationalisation of the schema outlined on Figure I that follows is relatively
crude, and is perhaps best seen as illustrative. Table I shows total expenditure on
family benefits as a percentage of GDP in the seven industrialised countries in our
analysis. Sweden and France are the most generous, with 2.23 and 2.13 per cent of
GDP, respectively, devoted to family benefits. Norway and Finland are next in terms
of expenditure, and the USA is the least generous. There is a clear dichotomy
between absolute provisions made by liberal welfare regimes, as defined by EspingAndersen (1990), and social democratic and conservative regimes. However, it is
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Table 1: Social Expenditure in Seven Industrialised Countries
Social expenditure on family benefits as a
proportion of GDP
Canada
Australia
USA
Norway
Sweden
Finland
France

0.51
1.36
0.22

1.91
2.23

1.90
2.13

Rank

6
5
7

3
1
4
2

Source: OEeD Social Expenditure Database (1998)

interesting to note that Australia devotes rather more as a proportion of GDP to
family benefits than either the USA or Canada. 8
Table 2 compares the seven countries in terms of efforts made to encourage mothers
to participate in the labour market. Here, data are taken from Gomick, Meyers and
Ross (1996). They have included a wide range of policies in their model: child care
expenditure and coverage, percentages of children in child care and length of the
school day and year; and from this they devise an index of mother-friendly policies
in industrialised countries. This index suggests that France, Sweden and Finland have
policies which most encourage the mothers of young children into the labour market,
while policies in the USA and Australia are the least mother-friendly. Although the
analysis of Gomick, Meyers and Ross (1996) only deals comprehensively with
policies that affect the mothers of pre-school age children, their partial analysis of
policies that influence the employment of mothers with school age children suggests
greater equality of provision between countries than is suggested in Table 2.
In terms of taxes and benefits, the policies that might indicate welfare state effort
towards equity between children, data in Table 3 show that income tax allowances
for children in Australia and Sweden are the least generous. In terms of cash family
allowances, the USA and Canada provide the least. France and then Norway,
followed by Finland and Sweden, are the most generous towards large families.
However, while in Sweden and Norway family allowances are more or less directly
proportional to the number of children in the family (that is, a family with four
children gets about double what a family with two children gets), allowance scales
in Finland and France (and in Australia, but at a much lower level) overcompensate
large families for the extra children. Welfare regimes in these countries do not treat

8

Since the bulk of direct social policy provision for families with children in the USA comes
in the form of tax reliefs, the figure for the USA is probably artificially low compared with
the other countries, but not so artificially low that the rankings on Table 1 are skewed.
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Table 2: Policies that Support the Employment of Mothers in Seven Industrialised Countries

Canada
Australia
USA
Norway
Sweden
Finland
France
Note:

Source:

Policies that support
employment for mothers with
children aged under 3(a)

Rank

34.7
21.6
13.6
41.4
62.3
65.8
53.2

5
6
7
4
2
1
3

Policies that support
employment for mothers with
pre-school-aged children'"

Rank

30.1
16.8
20.7
20.9
61.6
55.9
76.6

4
7
6
5

2
3
1

a)

Index scores for each country are drawn up on the basis of 18 measures of policies
that support the employment of mothers: (1) whether there is legislated job
protection for women on maternity leave; (2) number of weeks paid maternity leave;
(3) wage replacement rate for women on paid maternity leave; (4) coverage of paid
maternity leave; (5) number of weeks extended maternity leave available; (6)
whether paternity leave is available; (7) government expenditure of child care; (8)
amount of tax relief for child care; (9, 10) ages of children covered by child care;
(11, 12) percentage children less than school age in publicly funded child care; (13)
percentage five year olds in school; (14) age of compulsory school education.
Gornick, Myers and Ross (1996), Table 5.

Table 3: Tax-benefit Policies that Provide Financial Support for Children: circa 1990
Tax Allowances

Canada
Australia
USA
Norway
Sweden
Finland
France
Sources:

First 2 children
None
First child only
Per child
None
First child only
Per child

Family Allowances as percentage of average
industrial earnings
2 children

4 children

3.1

6.2
14.5
0.0
22.8
17.4
19.0
24.6

3.5
0.0
10.4
8.7
7.5
6.9

GECD (1992); Eardley et al. (1996).

all children as equal, but increase the amount of benefit per child with the number of
children in the family. As Bradshaw et aL (1993) and Forssen (1998) argue, these are
essentially pro-natalist (rather than overtly pro-child) policies. However, as this
analysis will show, they appear to have positive consequences in terms of equity
between children in families of different size.
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Poverty Rates
Children's well-being in the seven countries is measured from the LIS Wave III
surveys according to the net (after tax) income of the households in which they live. 9
Within the household itself I assume that income is shared equally between members.
When comparing the incomes of households of different size, it is usually necessary
to equivalise them. This is a potentially contentious issue in an analysis such as this,
where the number of children in the household is one of the key variables of interest.
However, it is not the purpose of this paper to discuss equivalisation. Therefore, a
scale of the square root of the number of people in the household is used throughout
the analysis; an examination of the impact of alternative equivalence scales (reported
in the Appendix) suggests that results in this paper are unlikely to be overly sensitive
to the choice of equivalence scale.
The choice of poverty line can also determine both the number of people defined as
poor in a country, and the characteristics of the poor population. In this study, a
poverty line of 60 per cent of median equivalised household income in each country
is used. Again, a separate analysis (reported in the Appendix) shows that the poverty
line chosen is fairly insensitive to the results in this analysis.
Table 4 shows that in every country, poverty increases with the number of children
in the household. IQ The increase is monotonic in every country except Finland, where
people living in households with no children have a higher poverty rate than people
living in households with one or two children. In Canada, Australia, the USA and
Norway, the increase in poverty rates as the number of children in the household
increases is particularly marked. For example, in Australia, 7.3 per cent of people
living in households with no children fall below the poverty line, compared with 13.2
per cent of people in households with one or two children, 23.8 per cent of people in
households with three children and 33.5 per cent of people in households with four
or more children. Overall, 14.9 per cent of people in the Australian sample are
defined as poor. Only 5.8 per cent of people in the Norwegian sample are defined as
poor, but the poverty rate increases even more steeply as the number of children in
the household increases: from 1.6 per cent for people in households with no children,

9

This is not strictly the case with Sweden, where information is only available at the level of
the tax unit, or nuclear family of parents and any dependent children. However, this is not
necessarily a very serious problem, as the number of people in Sweden who do not live in
nuclear family units is believed to be small.

10

People living in households containing a couple and three dependent children comprise
between eight and 11 per cent of the total population in the seven countries in this analysis.
People living in households containing two parents and four or more children comprise
between two and five per cent of the total population. In the case of both households with
three children and households with four or more children, the highest proportions of the
seven countries are in Australia.
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Table 4: Poverty''" among People Living in Households with Working-age Couples", by
Number of Children
Number of children in household
No children

Canada
Australia
USA
Norway
Sweden
Finland
France
Notes:

7.4
7.3
9.9
1.6
5.0
6.7
11.4

One or two

13.3
13.2
19.7
4.5
6.3
4.7
13.3

Three

Four or
more

20.9
23.8
30.6
11.4
11.0
9.0
14.5

36.4
33.5
48.7
26.8
12.7
10.2
27.9

All
households
13.8
14.9
21.0
5.8
7.0
6.1
13.9

All
children"
17.9
19.4
27.1
8.1
8.5
6.2
15.8

a)

Households with less than 60 per cent of national median equivalised income are
defined as poor; equivalence scale =-VN, where N =number of people in
household.
b) i.e., where man is aged 20-59.
c) Proportion of all children who live in households with equivalised incomes below
the poverty line.
Source:
LIS Wave Ill, author's calculations.

to 26.8 per cent for people in households with four or more children. The increase in
poverty rates as the number of children increases is lowest in Sweden and Finland.
In France, on the other hand, people in households with three children have similar
poverty rates to people in households with one or two children, but people in
households with four or more children have very high poverty rates compared with
people in all other household types. The overall picture does not change greatly for
any country if the focus is on children only, rather than people living in households
that contain children (last column, Table 4).
Two general conclusions can be drawn from Table 4. First, in terms of overall equity
between children in households of different size, no country can be said to perform
particularly well. In every country, poverty rates for people living in households with
four or more children are at least twice those for people living in households with one
or two children. In terms of protecting all children from poverty, however, the
countries fall into two groups. The first group contains Canada, Australia, the USA
and France: all these countries exhibit relatively high rates of child poverty, ranging
from 15.8 per cent to 27.1 per cent of all children. The second group, containing
Norway, Sweden and Finland, has lower average child poverty rates, ranging from
6.2 per cent to 8.5 per cent. These two groupings of countries are mostly consistent
with the information presented on Tables 1 to 3. Canada, Australia and the USA have
generally lower expenditures on family benefits and provide less in the way of
support for working mothers. Norway, Sweden and Finland tend to provide rather
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more. But France is something of an anomaly: it scores well on the indices in Tables
I to 3, but still has high rates of child poverty.
The data in Table 4 answer one of the main research questions set out in Section 2.
It appears that there may be an association between welfare state provision and
overall levels of child poverty, although this relationship is unclear in the case of
France. It also appears that in all seven countries, there is little equity between
children in households of different size. This is particularly obvious if people living
in households containing four or more children are compared with all others. In this
case, the relationship between number of children in the household and poverty is
clearly very strong. These results are neither terribly new nor terribly surprising (see
Halladay, 1972; Townsend, 1979). However, they have been largely ignored in recent
years as average family sizes have declined. Moreover, these results highlight a
problem of inequity between children that has mostly been overlooked until now. It
is worth exploring this problem further.
Decomposing Inequity Between Children
In extending Rawls' (1971) Theory of Justice to children, one might be shocked at
the inequity between children that the above analysis suggests. However, if account
is taken of the equity-efficiency trade-off in Rawls' difference principle, could these
inequities between children be justified by consideration of incentives for parents?
Here I attempt to analyse the probability of households falling into poverty by
controlling for number of children and for certain characteristics related to parents'
labour force attachments. These characteristics include age of youngest child; the
man's age, education and ethnicity or migrant status; whether there is a third adult
in the household; and the man's and woman's labour market activity. In particular,
I am interested in the association between parents' employment and children's
poverty. A simple application (that is, ignoring type of employment, hours of work,
etc., as noted above) of Rawls' difference principle would suggest that if both parents
are in employment, then there should be no economic incentive issues, and therefore
no inequity between children whose parents are both employed." Equally, if both
parents are not employed, it might be expected that the incentive issues for parents
of four or more children would be much the same as for parents of one child:
certainly, outcomes for their children, in terms of poverty probabilities, should be
similar.
Table 5 shows results for each country from the logistic regression analysis. The
'base household' contains only a couple and no other adults or children; the man is

11

This very crude interpretation of incentives is, I believe, justifiable because the hypothetical
policy goal of 'equity between children' investigated here, interpreted as 'a similar
probability of falling into poverty' , is minimalist.
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Table 5: Logistic Regression of Household Characteristics on Poverty
Country
Canada
Intercept
1 child
2 children
3 children
4+ children
Youngest child aged
5-9
Youngest child aged
10-14
Youngest child aged
15+
3+ adults in
household
Man is migrant (black
in the USA)
Log age of man
Man has primary
education only
Man is self-employed
Man is not employed
Woman is employee
Woman is selfemployed
Pseudo R 2
Note:

Source:

a)
b)
c)
LIS

Australia

-2.8739
-2.3542
0.3942
0.5695
0.7182
1.1005
1.0490
1.4479
1.7740
1.6679
-0.0149(b) -0.4162

USA

Norway

Sweden

-2.9225
-2.0656
-3.2999
0.3989
0.7514
0.4657
0.5553
0.9651
1.0316
I.l760
1.3231
0.9460
1.5031
1.8711
1.0059
0.1127(b) -0.0824(b) -0.5954

Finland

France

-3.2930
-2.4815
-0.1022(b)
-0.4836
0.2400(b)
-0.3920
0.042ib) -0.2041(b)
-0.0134(b) 0.0152(b)
0.5239
0.4300

0.0074(b) -0.2700(b)

0.4322

0.6440

-0.2150(b) -0.0422(b) -0.0599(b) -Q.3744(b) -0.0573(b)

0.5185

0.2873(b)

-0.0991(b) -0.3758

0.1246(b)

(c)

-0.8017

-0.3324

0.4732

0.6526

-0.4563
0.4794

-2.2308
1.2528

-1.0028
0.5689

-0.7029
0.5589

1.3457
1.3553
2.5426
1.4012
-1.5366
-1.2756
-0.2163(') -0.6148

1.0170
1.5172
-1.2849
-0.4688

1.0606
2.8904
-2.3726
-2.1465

2.9355
2.3499
2.2472
1.7674(b) 2.4407(b) 1.9991
-1.7711
-1.7199
-2.318
-0.2083
0.0178
-0.3720

-0.4938
0.1514(b)
-I.l210
0.8146

0.20

0.26

0.22

-0.7601
(c)

0.28

0.8371

0.34

-0.5170
(c)

-2.0151
0.3959

0.26

-0.3915
0.4824
-0.7787
0.8791

0.28

parameter estimate not significant at 5%.
parameter estimate not significant at 10%.
parameter is not available for country in question.
Wave Ill, author's calculations.

not a migrant; is of average age for married men between the age of 20 and 59; has
completed at least secondary education; is an employee; and the woman is not
employed. The parameter estimates in Table 5 represent the impact that each variable
has on the probability of a household with the characteristic in question being in
poverty, controlling for the value of all other variables in the model. Of themselves,
these parameter estimates are not easy to interpret. It is therefore useful to transform
them into poverty probabilities.
Figures 2, 3 and 4 show the derived poverty probabilities for three household types:
where both the man and the woman are employees (Figure 2); where the man is an
employee and the women is not employed (Figure 3); and where neither the man nor
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Figure 2: Man is an Employee, Woman is an Employee: Probability of Household Being in
Poverty, by Number of Children
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Figure 3: Man is an Employee, Woman is Not Employed: Probability of Household Being
in Poverty, by Number of Children
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Figure 4: Neither Man nor Woman is Employed: Probability of Household Being in Poverty,
by Number of Children
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the woman is employed (Figure 4).12 If incentive issues are important in determining
the level of support given to families with different numbers of children, but
otherwise children should be more or less equal, then distributional justice between
children is clearly not on the agenda in Canada, Australia, the USA, Norway and
Sweden. In all these countries, particularly in Norway and Sweden, the poverty
probabilities in Figures 3 and 4 increase steadily with the number of children in the
household. Incentives issues for parents of one child should be similar to those of
parents of four or more children. If both parents are employees, or both parents are
unemployed, there is no reason why children with greater numbers of siblings should
have a greater probability of poverty than children with fewer siblings.
The case of Finland and France would tend to emphasise this point. In these countries
there does appear to be greater equity between children from families of different
size. The reason for this would appear to be the nature of state support that is directly
aimed at children. This is clear from the data in Tables 1 to 3; both countries devote
relatively high proportions of GDP (1.9 and 2.1 per cent of GDP, respectively) to
family benefits. The family benefits themselves are generous: a family with four
children receives 19 per cent of average gross earnings in family allowances in
12

In the derivation of all poverty probabilities, the following characteristics remain constant:
age of youngest child is 0-4 years, there are only two adults in the household, the man is not
a migrant, man's log age is mean for country, man has more than primary education.
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Finland, and about 25 per cent in France. And these benefits overcompensate large
families for the number of children that they have: the level of transfers per child
increases with the number of children.
But the fit between welfare state regimes and outcomes is not wholly consistent.
Norway and Sweden also spend a high proportion of their GDP on family benefits,
but in these countries there is little equity, in terms of poverty probabilities, between
children in households of different size. This is because a considerable proportion of
welfare effort is concentrated on encouraging mothers to participate in the labour
market, and because family allowances increase more or less proportionately with the
number of children in the household; there is little overcompensation, as is the case
in Finland and France. Moreover, while Norway does have a generous family
allowance regime (as a proportion of average earnings) and tax rebates for families
with children, there is no extra system of means-tested help for poor families with
children. If market earnings are not sufficient, there are not extra per-child meanstested benefits available for couples with children (Bradshaw et al., 1993). Therefore,
while institutional arrangements in Sweden and Norway are successful in minimising
overall levels of child poverty (as Table 4 shows) they appear to be less successful
in ensuring equitable outcomes between children in families of different size.
Institutional arrangements in France, on the other hand, are not terribly successful in
terms of minimising child poverty. but once parental labour force activity is taken
into account, it does ensure a degree of equity between children in families of
different size. Arrangements in Finland appear to work reasonably well under both
criteria. Arrangements in Canada. Australia and the USA are the least satisfactory.

4

Conclusion: A New Welfare State Typology?

This analysis has attempted to show first, that countries with large state expenditure
on family benefits do appear to have significantly lower rates of overall child poverty
(although France is an exception to this rule); second, that in terms of absolute
poverty rates, there is little equity between children in families of different size (no
exceptions here); but third. that countries with generous per-child allowances which
overcompensate large families do appear to produce greater equity between children
in families of different size if parental labour market participation is taken into
account.
These three conclusions can be strongly linked to the discussion in this paper of
distributional justice between children. Low overall rates of child poverty suggest a
welfare regime that may be concerned with issues of family income, but not
necessarily with equity between children per se. In Norway and Sweden, welfare is
focused on parental attachments to the labour market: this produces low overall child
poverty rates, but does not produce equity between children in families of different
size. In Finland, on the other hand, welfare is focused on both parental attachments
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and on equity between children, resulting in low overall poverty rates and equity
between children in families of different size, so long as parental labour market
attachments are taken into account. In Canada, Australia and the USA, low levels of
welfare state intervention produce both high levels of child poverty and high levels
of inequity between children. In France, the signals are mixed: welfare state effort
does not appear to produce such clear results as are evident in the other countries.
However, the French system, like the Finnish system, does appear to produce a
degree of equity between children in families of different size once parental
employment is controlled for.
In terms of equity between children, the findings for Finland and France are
important because they show that state intervention can produce results that fit with
a minimalist Rawlsian notion of distributional justice (modified by the incentives
argument implicit in the difference principle) discussed here. This minimalist
approach seems to me to be eminently achievable, even in incentive-oriented
capitalist societies. Even though the policies introduced in Finland and France had
a pro-natalist political purpose, their impact appears to have been to transform the
association between number of children in the household and poverty that is found
in other countries. In terms of social policy and distributional justice, this outcome
has perhaps been overlooked to date. More comprehensive welfare regime analysis
that focuses on policies specifically aimed at children might help contextualise
findings such as this, and more generally, highlight the issue of equity between
children.
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Appendix: Varying Equivalence Scales and Poverty Lines:
What is the Impact on Results?
Tables AI, A2 and A3 contain poverty headcounts for people living in households
with different numbers of children, where the equivalence scale is varied as follows:
NI, 1f·75, 1f·5, 1f·25, and l'I; where N is the number of persons in the household.
Therefore, at one extreme the scale NI assumes no economies of scale as extra people
are added to the household - a household with six members needs twice as much
income as a household with three members in order to achieve the same standard of
living. At the other extreme, the scale If assumes that all households, whatever their
size, require the same absolute amount of income if they are to achieve the same
standard of living.
Each table shows poverty headcounts according to a different poverty line: 60 per
cent of national median household income (Table AI, the definition of poverty used
in the main analysis); the 25th percentile (Table A2) and the 10th percentile (Table
A3). As might be expected, under all three definitions poverty headcounts for
households with four or more children decrease as the equivalence scale moves from
NI to If. However, in all countries expect Finland and France, and in the case of
Tables A2 and A3, Sweden, poverty headcounts among households with four or more
children are higher than overall headcounts, even under the If scale. This suggests
that while varying the poverty line or equivalence scale might alter estimated
percentages of children in poverty, it is unlikely to alter the finding that there is
considerable inequity between children in households of different size.
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Table AI: Sensitivity of Poverty Estimates to Choice of Equivalence Scale, Poverty Line is
60 per cent of Median National Household Income
Percentage in poverty
No
children
Equivalence scale = NI
Australia
3.9
Canada
5.1
6.6
USA
2.8
Finland
Norway
0.8
Sweden
1.8
France
7.4
Equivalence scale = NO. 75
5.7
Australia
Canada
6.5
8.0
USA
4.6
Finland
Norway
I.l
Sweden
3.2
9.2
France
Equivalence scale N°.s
7.3
Australia
7.4
Canada
9.9
USA
6.7
Finland
Norway
1.6
5.0
Sweden
I 1.4
France
Equivalence scale N°'2S
9.6
Australia
10.2
Canada
USA
12.6
Finland
10.4
Norway
2.8
Sweden
7.2
France
14.5
Equivalence scale = N°
Australia
12.9
Canada
14.3
USA
17.2
Finland
16.0
Norway
5.2
Sweden
10.1
France
19.0

=

=

Source:

LIS Wave

One or two
children

Three
children

Four or more
children

Total

13.7
13.5
19.9
5.8
4.9
6.8
13.9

36.9
32.3
43.1
23.1
21.5
24.0
28.4

63.9
59.2
69.1
61.8
55.2
63.1

18.7
15.9
23.5
9.7
8.1
10.5
17.5

13.5
13.2
19.7
5.2
4.6
6.5
13.6

29.1
24.2
38.1
14.5
15.7
14.2
20.8

SI
48.5
60.0
35.3
35.7
27.3
48.1

16.8
14.6
22.4
7.6
6.8
7.87
15.7

13.2
13.3
19.7
4.7
4.5
6.3
13.3

23.8
20.9
30.6
9.0
11.4
11.0
14.5

33.5
36.4
48.7
10.2
26.8
12.7
27.9

14.9
13.8
21.0
6.1
5.8
7.0
13.9

13.1
12.9
19.4
4.7
4.2
6.0
13.2

19.0
17.2
24.8
6.1
6.8
6.8
10.6

24.3
28.7
34.4
3.0
17.8
6.5
8.3

14.0
13.6
19.6
6.4
4.8
6.4
12.8

13.0
12.9
19.5
5.0
4.3
5.6
12.7

14.2
14.3
22.2
4.3
3.5
3.6
6.6

18.2
16.8
29.5
2.8
10.5
3.3
6.1

13.6
13.7
20.0
8.0
4.6
6.4
13.1

rrr, author's calculations.
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Table A2: Sensitivity of Poverty Estimates to Choice of Equivalence Scale, Poverty Line is
25th Percentile of National Household Income Distribution
Percentage in poverty
No
children
Equivalence scale =NI
Australia
5.5
Canada
8.1
USA
7.1
Finland
7.3
3.17
Norway
4.12
Sweden
France
10.6
Equivalence scale =No. 7s
Australia
7.7
Canada
10.0
USA
8.9
Finland
11.7
5.6
Norway
7.2
Sweden
France
14.7
Equivalence scale =N°'s
Australia
10.4
Canada
13.3
USA
12.3
18.7
Finland
8.2
Norway
Sweden
12.0
18.6
France
Equivalence scale =No.2s
Australia
15.2
Canada
17.4
USA
16.5
Finland
27.4
Norway
13.1
20.6
Sweden
France
23.7
Equivalence scale =N°
Australia
20.7
Canada
22.7
21.5
USA
Finland
37.6
Norway
20.3
34.6
Sweden
31.5
France

..

_.

Three
children

Four or more
children

Total

19.9
23.4
21.3
21.3
20.39
19.7
20.9

48.7
47.9
46.2
58.9
61.68
61.7
43.8

75.0
74.8
70.9
85.3
80.36
80.2
76.1

25.0
25.0
25.0
25.0
25.0
25.0
25.0

21.3
24.2
22.1
22.0
22.7
21.1
22.2

45.6
44.0
42.1
49.0
53.1
54.5
37.1

64.5
64.8
67.1'
76.0
67.0
69.6
62.7

25.0
25.0
25.0
25.0
25.0
25.0
25.0

23.1
24.9
23.1
22.7
25.3
23.1
22.8

40.2
38.0
38.3
38.3
43.3
43.4
33.1

55.0
56.4
55.9
54.0
52.0
57.5
51.0

25.0
25.0
25.0
25.0
25.0
25.0
25.0

24.4
25.6
24.1
22.5
25.7
24.2
23.5

34.5
32.1
33.6
27.6
36.3
32.9
26.2

41.6
41.7
43.1
32.1
41.7
32.6
39.9

25.0
25.0
25.0
25.0
25.0
25.0
25.0

25.5
25.5
24.6
21.5
25.9
22.6
24.1

28.5
24.8
28.4
16.9
28.8
19.9
20.0

28.4
32.2
32.8
9.6
26.2
15.3
16.2

25.0
25.0
25.0
25.0
25.0
25.0
25.0

LIS Wave Ill, author's calculations.

Source:

---_ --,-_..

One or two
children

__--.

•.._-~._._-------_._-------------
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Table A3: Sensitivity of Poverty Estimates to Choice of Equivalence Scale, Poverty Line is
10th Percentile of National Household Income Distribution
Percentage in poverty
No
children
Equivalence scale = NI
Australia
2.3
Canada
3.6
3.3
USA
Finland
2.9
Norway
1.2
Sweden
1.7
France
5.6
Equivalence scale = NO.75
Australia
3.5
3.9
Canada
4.3
USA
5.4
Finland
Norway
1.5
Sweden
3.7
France
6.9
Equivalence scale = NO. s
Australia
5.4
Canada
5.5
5.4
USA
Finland
9.3
Norway
3.2
Sweden
6.5
9.7
France
Equivalence scale = NO.2S
Australia
7.6
Canada
7.9
7.0
USA
14.5
Finland
Norway
5.3
Sweden
10.3
12.0
France
Equivalence scale = ~
Australia
10.0
Canada
10.6
USA
9.1
19.4
Finland
Norway
9.2
Sweden
15.1
France
15.3
Source:

LIS Wave

One or two
children

Three
children

Four or more
children

Total

7.2
8.2
7.2
6.1
5.9
6.4
7.9

17.8
19.3
17.5
23.5
27.4
22.3
13.6

39.0
41.2
38.3
62.1
50.7
53.2
37.1

10.0
10.0
10.0
10.0
10.0
10.0
10.0

8.1
9.0
7.9
7.2
7.2
7.7
8.6

17.0
17.3
16.8
19.5
24.8
20.1
12.1

30.3
35.0
30.9
45.4
41.9
36.8
29.3

10.0
10.0
10.0
10.0
10.0
10.0
10.0

8.8
9.3
8.6
8.0
8.5
8.8
9.4

14.7
15.2
14.4
15.2
18.7
15.4
10.1

23.8
28.3
26.8
22.5
35.6
24.7
15.5

10.0
10.0
10.0
10.0
10.0
10.0
10.0

9.2
9.6
9.3
7.8
9.4
9.1
9.9

12.4
13.2
12.4
9.9
15.2
11.9
7.2

18.7
17.8
20.0
7.3
25.6
12.3
8.3

10.0
10.0
10.0
10.0
10.0
10.0
10.0

9.3
9.4
10.0
6.6
9.5
9.0
9.5

10.0
11.2
10.4
5.9
10.0
6.8
4.6

15.1
10.4
12.5
3.0
20.2
5.7
3.6

10.0
10.0
10.0
10.0
10.0
10.0
10.0

m, author's calculations.
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Purchaser-provider in Social Policy
Delivery: Prolegomena to an
Evaluation of the Centrelink
Arrangements
David Rowlands'
Commonwealth Department of Family and Community Services

1

Introduction

There is one overwhelming question facing us: has the introduction of Centrelink
worked? The Commonwealth Services Delivery Agency (CSDA), better known as
'Centrelink', has been in place for only two years. Its creation has been
proclaimed a major public sector reform (Australia House of Representatives,
1996; de Laine, 1997) and it now has imitators overseas. Centrelink's role is so
central in the delivery of Commonwealth programs that it is easy for it, or the
things it does, to become the subject of public debate. Sometimes public debate
can generate a fog through which practical issues are difficult to see. But
Centrelink delivers vital services to a very substantial proportion of the Australian
population. Therefore, how well it works - and how well it is perceived to be
working - both really matter. This paper will not try to answer questions such as:
'Has the Centrelink experiment worked?' Instead ir will focus on the essential
preliminary question of 'How would we know?' or, more accurately perhaps,
'What questions should we ask?' In particular, it will give attention to the use of a
purchaser-provider mechanism as a basis for the operation. You could regard this
as my advice to an imagined group of evaluators who are industriously setting
about the task of evaluating the reform. In particular I hope to highlight some
aspects that, in the ordinary course, might be missed.
I begin by declaring my interests and prejudices. First, I work in the
Commonwealth Department of Family and Community Services (FaCS), which
has a near monopsony-monopoly relationship with Centrelink. That is, FaCS buys

The views put here are those of the author. They do not purport to be those of the
Department of Family and Community Services nor those of either the Minister for
Family and Community Services or the Minister for Community Services.
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services mostly from Centrelink and buys most of their services.' Moreover, one
of my day-to-day concerns is the relationship between the two organisations?
Second, I think that it is easy to underestimate Centrelink's task. As the former
head of the prison system in the UK, Derek Lewis, is quoted as saying: 'If it's
difficult, it's operational', for it can never be policy that things should go wrong
(House of Lords, 1997, para 318).

2

Methods of Evaluation

How can an evaluation of a substantial change like this be undertaken? I shall
make three preliminary points and then outline some methodological difficulties
with such an enterprise.
First, we must be clear that a serious evaluation can never be reduced to so simple
a question as 'Are things going well or are they going badly?' That proposition
may seem self-evident but it is surprising how often people try to draw
conclusions of substance - or have their readers do so - on so flimsy a basis. Of
course, whether things are going well or not is an important question. But an
evaluation must ask questions such as 'Would this state of affairs most likely have
come about anyway under every other plausible set of arrangements?' If things
are going well, it is hard to get people to hear that question and if things are going
badly, the stark fact of whatever has happened seems to close off all possibility of
serious academic rumination.
Second, an evaluation cannot be reduced to anecdotal stories. I have heard critics
tell of particular cases which have gone terribly wrong, where a social security
payment recipient has been handled ineptly. Such 'horror stories' are trotted out as
some sort of final proof of flaws in the system and, when they are told, seem to
glare at you and defy response. Equally, the occasional case recounting special
customer gratitude for service above and beyond the call of duty, of itself, proves
little. Stories of this type certainly engage our attention and can be used to
illustrate a point. But they add little substantial knowledge unless they either give
special insight to the workings of particular administrative mechanisms or the
frequency of the cases described can be demonstrated. As economist George
Stigler is reputed to have said, "'Data" is not the plural of anecdote'.
2

This changes slightly when the Government's proposed new arrangements for delivery
of family assistance are implemented in July 2000. At that point, FaCS will be
purchasing delivery services for child care and family-related payments from three
agencies: Centrelink, the Australian Taxation Office and the Health Insurance
Commission.

3

This paper does not consider directly the related matter of the job network reforms,
which are the direct concern of the Department of Employment, Workplace Relations
and Small Business and its relationship with Centrelink.
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Third, any attempt to evaluate the Centrelink arrangements requires that we
identify the boundaries of the system under scrutiny. A focus on only Centrelink
the organisation, for example, assumes that only the provider needs examination
in the purchaser-provider mechanism. A better focus is the entire institutional
arrangement, incorporating the 'purchasing' and, to some extent, even the policy
functions of Centrelink's client agencies.
Christopher Pollitt noted that few useful evaluations of public sector reforms had
been done to that point (Pollitt, 1995: 135). Moreover, he went on to outline what
he called 'the gross methodological difficulties of evaluating public sector
reform' . I shall consider some of the difficulties that Pollitt nominates.
Attribution

First, there is the problem of attribution. With so much going on in the
introduction of Centrelink, how do we decide what particular facet of the reform
produced any particular outcome? Now some might be tempted to ask whether
this matters and whether we should not simply accept that what we observe are
the products of the particular ensemble of changes that has been adopted. But if
we are to add significantly to our understanding of public management at any
useful level of generality we have to take our analysis further. It is important, I
argue, to distinguish between the effects of changes in technology, structure and
function, leadership style, and attempts at cultural change and a new emphasis on
customer service.
In the same vein, there are always changes under way in the administrative
environment. Perhaps the most prominent current example is the introduction of
an output and outcomes-based framework for managing and budgeting. How will
the evaluator distinguish between the consequences of changes such as these and
those of the purchaser-provider element of the Centrelink reform itself given that
the two are rather complementary? Indeed, particular administrative contexts may
be conducive to or may prohibit a particular set of reforms (for a warning on this,
see Schick, 1998). Again, attribution may be very difficult.
Comparison

Second, even if we can attribute this or that effect to the introduction of
Centrelink, with what do we compare it? The baseline may be difficult to identify
because, as Pollitt (1995: 139) puts it, the organisation's performance may have
been changing anyway (for better or worse). The Chief Executive Officer of
Centrelink acknowledged as much a few months after assuming her position:
The culture of service delivery from DSS [Department of
Social Security] and DEETYA [Department of Education,
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Employment and Youth Affairs] is strong and many of the
[Commonwealth Services Delivery] Agency service delivery
styles are based on radical improvements already undertaken
by those departments. (Vardon, 1997a: 1).
So, for the purposes of evaluation, how would things otherwise have looked? To
put it another way, what counterfactuals must we consider?

Transition
Third, we need to define and distinguish those phenomena that are transitional.
These include start-up investment costs (which I think can be identified) but they
also include any Hawthome effects surrounding the change." I note here that
management of the immediate transition has been subjected to an audit that
returned a positive conclusion (Auditor-General, 1997).
There is also a deeper question that relates to transition. Some elements of the
core technology of the organisation, the mainframe-based computer systems that
support administration of social security payments, go back to the early eighties in
certain components of their design. Indeed, some major computer systems
changes that have taken place in only the last twelve months can be seen as the
last elements in a major transformation of social security systems that began in the
early 1980s. Given the fundamental nature and hence the 'organisational
momentum' of its core technology, it will be some years yet before Centrelink is
using tools wholly of its own making and recognisably distinct from its substantial
DSS legacy. Because its computing systems prescribe what the staff do for much
of their working day, past investment decisions will also continue to constrain
Centrelink's capacity for change.

Criteria
Fourth and finally, we have to select criteria on which to evaluate the reforms.
The easiest starting point is to look at the stated objectives. But even that has
drawbacks if those objectives are not articulated in a useful form or if we fail to
include also any unintended consequences of the reforms. It is also possible (and,
arguably, perfectly valid) for objectives to change as new opportunities become
apparent or different imperatives take hold.
4

The Hawthome studies in the USA in the 1920s sought to test the change in worker
performance that might follow from manipulation of various physical variables in the
workplace such as lighting. What was discovered-and has ever after borne the nameis that management attention to the work group under study was a more important
determinant of productivity than the physical variables being tested. See for instance
Roethlisberger and Dickson, 1939.
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To address the problems of attribution and comparison I can only suggest that an
evaluation needs, first, a very clear, analytical understanding of the Centrelink
arrangements. Organisational analysis is not an experimental study. Therefore
comparative analysis with organisations and sets of institutional arrangements
elsewhere which have some characteristics in common with the one under study
provides the only substantial opportunity to gain insight into the key variables.
This brings its own methodological problems, of course. In the remainder of this
paper I shall first try to characterise the nature of the Centrelink reform. Then I
shall discuss one problem that arises in the evaluation of any purchaser-provider
arrangement, that of the dual roles of government. Last, I shall discuss some of the
matters that I think deserve attention in evaluating the arrangement. I shall discuss
these using Hood's (1991) administrative value framework as my starting point.

3

Centrelink as Reform

How might the creation of Centrelink best be characterised in terms of public
sector reform and where do we find organisations to compare with it? Any
analysis of Centrelink management's own various accounts of the Centrelink
experience (Vardon, 1998a. 1998b and 1999; Divett, 1998; Bashford, 1998)
would conclude that it has engaged current business management ideas
enthusiastically. But it is also an instance of a purchaser-provider arrangement.
Schick (1996) neatly identifies two sets of ideas that have vied for influence in
public sector reform. 5
One is the managerial premise that those who are responsible
for government programmes and organisations should be
suffIciently empowered to act so that they can be accountable
for their performance; the other is the contractual theory that
government should be organised to minimise opportunism
and transaction costs in relationships between self-interested
parties. (Schick, 1996: 23)
As Schick goes on to point out, the two ideas, which we might refer to as
'managerialism' and 'contractualism', make common cause on some reforms but
not others. Both seek to gain from clarification of objectives, measuring
performance against them, appropriating on the basis of outputs, and accrual
accounting and budgeting. But they diverge in the emphasis placed by the latter
on purchase agreements, the decoupling of policy advice from program delivery,

5

Schick's particular reference is to formulation of the New Zealand reform agenda.
However, the same distinct pair of schools of thought are identified by Hood (1991),
Walsh (1995) and Aucoin (1990) as influencing reform throughout the English-speaking
world.
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and contestability (Schick, 1996: 23). Contractualism has a hard edge that seeks to
ensure that managers are not merely empowered, but compelled to perform.
Purchaser-provider has had its share of advocates at a Commonwealth level,
particularly among economists and central agencies (Department of Finance,
1995a; Officer, 1996, 1997). The fact of the purchaser-provider arrangement
tempts us to characterise this reform as an instance of contractualism or the
application of agency theory in the Commonwealth public sector (Althaus, 1997).
It has obvious parallels with the earlier reforms in New Zealand (Boston et al.,
1996) and in the Victorian public sector (Van Rees, 1997; Proust, 1997). But we
must take care not to press these apparent similarities too far. Not only is there no
evidence that the Government has seen itself as imitating overseas developments
but, more recently, both New Zealand and the UK have created new agencies that
seem to imitate Centrelink.? Given the monopoly status that Centrelink enjoys
with FaCS, it seems that, to the extent that its successes or disappointments can be
linked to a body of thought in public sector management theory, it is more
accurately managerialism than contractualism that is currently being tested.
So what was the introduction of Centrelink all about? This has been set out
elsewhere (Briggs, 1996; Blunn, 1997; Paul and Rowlands, 1998) but developing
a specialist service delivery operation was certainly a part of the reason for its
creation. Suffice it to say that the primary rationale for the change was that it
would:
•

simplify arrangements for clients;

•

reduce duplication and inefficiencies in the previous arrangements; and

•

complement the creation of a competitive environment for the provision of
employment services.

It was recognised at every point that the establishment of the new agency,
Centrelink, would be a major change in service delivery arrangements for the
Commonwealth. While it would initially encompass the full suite of social
security payments and services and certain former DEETYA services, it was
6

In New Zealand, WINZ (Work and Income New Zealand) replaced the New Zealand

Employment Service and Community Employment Group from the Department of
Labour, and Income Support from the Department of Social Welfare from October 1998
(Dunn, 1998). The introduction of WINZ is especially interesting because, before that,
the restructuring of New Zealand's public sector under its remarkably thorough reform
program of the last fifteen years had been very consciously based on single-purpose
organisations. In the UK, the Single Work-Focused Gateway is being piloted as part of
an explicit concern with the need to create 'joined-up government'; that is, easier
accessibility of a complete range of government services relevant to the individual from
a single point.
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envisaged that Centrelink would have the potential to add to these functions and
become a one-stop shop for a wide range of government services. Indeed, its
formal name is the 'Commonwealth Services Delivery Agency' .
The Centrelink arrangements can be seen as an attempt at answering the concern
that has also been expressed overseas that 'departmentalism' is a barrier to
effective service delivery. The Blair government refers to 'joined-up government'
in which:
services and agencies are to be 'joined up' horizontally. War
is to be waged on departmentalism; public services are to
become more holistic; ... Public services are to be made more
convenient to use, by means of such arrangements as 'one
stop shops', electronic facilities for lodging forms and direct
telephone service lines. (Bellamy, 1998)
That sounds to me like Centrelink writ large.
How does the purchaser-provider mechanism work? The Centrelink arrangements
are not quite the same as the apparently parallel reforms in other jurisdictions (for
some discussion of this see Paul and Rowlands, 1998). Formally, the legislation
establishing Centrelink (the Commonwealth Services Delivery Act 1997) allows its
chief executive officer to enter into 'service arrangements' with the principal
officer of a Commonwealth department. It has four functions: first, to carry out
the work agreed to in those service arrangements; second, to do anything else the
law requires; third, to do what the Minister formally requires of it; and fourth, to
do anything incidental or conducive to any of the other three. The first of these
functions is the basis in law of the purchaser-provider arrangement. The service
agreements that result are not 'real' contracts - the Commonwealth cannot
contract with itself. Centrelink is a statutory agency - still a part of the
Commonwealth - not a statutory authority, which would have its own, separate
legal identity and assets. In this way, Centrelink remains formally quite close to
core government. Although this is purchaser-provider, for these essential services
we still have government production as well as government provision. That leads
us to the question of the dual role of government.

4

Government Objectives: Owner and Purchaser

One of the Government's stated objectives is that Centrelink become a one-stop
shop for Commonwealth government services. Another objective is that it should
deliver government services for its client departments at the lowest practicable
cost. Both of these are proper concerns. Any substantial evaluation of the
arrangement must recognise that there are some tensions between them. The
purchaser- provider model, on which the Centrelink arrangements are based, can
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be extended to include several other theoretically distinct roles as well. These
include the roles of 'funder', 'owner' and, sometimes, 'regulator'. Some theorists,
for example, speak not of 'purchaser-provider', but of 'funder-owner-purchaserprovider' or 'FOPP' (see for example, FOPP, 1997). These roles are formally
recognised in the reform frameworks of certain jurisdictions. That has not been
done formally in the case of Centrelink but the conceptual framework could still
be useful in thinking about evaluation.
The roles are these. First, the funder is the body with certain outcomes in mind policy objectives - that it would like to see achieved. It is prepared to fund the
purchase of certain services (outputs) where these outcomes can be achieved. Our
funder is obviously the Federal Parliament and, through it, the government
provides funds to FaCS. FaCS, the principal purchaser in our case, then buys
services from Centrelink, the main provider. All being well, delivery of these
services yield the outcomes the government wanted. FaCS clearly has a twofold
job. First, it must work out what services will best produce the required outcomes
- that is, give policy advice. Secondly, it must go about purchasing those services
primarily from Centrelink.
So where does the owner fit in? The Commonwealth, as represented by the
Government, is clearly the owner. It has, as it were, 'invested' in Centrelink and
has a substantial interest in it as an asset and its potential as a yet more
comprehensive one-stop shop, especially if it sees it operating in a contestable
environment. However, there are potential tensions between, on the one hand, the
government's interests as an owner and, on the other, its interests as a funder of
services.
This might best be illustrated by a theoretical example. One of the most
significant assets in the custody of Centrelink is the computer system it uses to
deliver services. If we contemplate that asset from the perspective of the owner,
we would like to see it maintained at a very high level of integrity, completeness
and reliability. When a client department wants to make a change to a program or
introduce a new one, they are likely to press for the least costly option consistent
with reasonable reliability. However, the owner is likely to want the changes to
the technical systems to be made in a way that best satisfies Centrelink's proper
role and future capability as a one-stop shop. That is, they will tend to want,
wherever possible, the more comprehensive approach, one that best positions
Centrelink for its long-term intended function. This would especially be the case
in a contestable environment where Centrelink would be expected to make
financial returns to its owner on the owner's investment. The trouble is, this is
likely to be a more expensive option than the purchaser would choose. Under
pressure to minimise the cost of current budget options, the purchaser may see
little short-run incentive to invest in the capacity of the provider to produce future
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output. So how do we balance government-as-owner with government-aspurchaser?
I do not suggest that this tension between interests is a fundamental flaw in
design. Nor is it one that we cannot recognise and deal with in the ordinary course
of public service work. Complexity, ambiguity and diverse - even seemingly
contradictory - objectives are the very stuff of public servants' daily business.
There is also a sense in which this tension has always been there and the new
arrangements have only shown it in sharper relief. But that may be a good thing:
understanding the relative value placed on these different interests by government
is a point of departure for any substantial evaluation of the arrangement.
The theoretical schema I have used to explain this point may seem abstract. It has
certainly been criticised as 'hopelessly naive' by some writers such as Richard
Mulgan of the AND (Mulgan, 1999). But where it seems apposite we should also
take heed of the New Zealand experience. New Zealand has separated,
organisationally, policy advising and service delivery provision in a very
thoroughgoing way. It has even formally recognised purchaser and owner interests
by government as distinct. Yet the substantial evaluation of the New Zealand
reforms by Schick concluded that purchase interests have tended to drive out
ownership interests (Schick, 1996: 43). At a minimum, that is a possible dynamic
that we should be aware of.

5

Administrative Values

Let us now turn to the question of what criteria should be used in evaluating the
Centrelink arrangements. Some people will want to know whether they have
achieved the objectives set out by the Government. Others will be centrally
concerned with whether or not it is effective, efficient and perhaps, sufficiently
economic. Still others will want to focus on whether customer service has
improved. Rather than rehearse the obvious criteria, I shall examine some that I
think deserve attention.
Specifically, I want to employ the schema of administrative values advanced by
Christopher Hood in his 1991 paper 'A Public Management for All Seasons?'.
This paper is widely regarded as an insightful contribution to the analysis of
trends in the reform of public management. In brief, Hood identifies three distinct
stereotypes or families of administrative values that commonly appear in debates
about administrative design.
•

First, there is the 'efficiency and effectiveness' set. This encourages
economy, avoidance of waste, a focus on results and sharp definitions of
responsibility (such as are created by purchaser-provider splits). This set
prizes the organisation that is lean and purposeful.
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•

Second, the 'ethics, due process and fair play' set relates to honesty, fair
play, and the proper discharge of duties. It discourages bias and corruption
and prizes an organisation that observes transparent and due process. How
the job is done is important.

•

Third, the 'robustness and resilience' set relates to reliability, adaptivity and
avoidance of breakdown or collapse. It encourages system redundancy,
overlap of responsibilities and organisational slack. Nothing is better than
sustaining operations under all contingencies.

The novel element in Hood's analysis is his articulation of the 'robustness and
resilience' set of values as orthogonal to the other two. His conclusion is that
broadly, it is hard for anyone agency to satisfy all three sets of these values
equally. He argues that all of these sets of values are always present in various
proportions in public administration. However, the balance among them can be
quite different.
The 'efficiency and effectiveness' set of values are those that have been to the
fore over the last twenty years. They characterise the New Public Management,
whether in its managerialist 1980s form or the more contractual, 1990s form,
with its intellectual origins in the new institutional economics. Concern with
efficiency and effectiveness is so dominant today it is difficult to conceive of any
other arrangement. But consider the following quote from a 1965 Commonwealth
Public Service Board booklet for new entrants to the APS: 'The Public Service
pays as much attention to avoiding losses as to making gains. The public demands
and gets a service that is safe and sure, rather than swift and cheap'
(Commonwealth of Australia, 1964: 20).
Such a statement represents such a different perspective from the dominant one of
today that it is astonishing to hear that it represented orthodox thinking within
living memory. Indeed, much of public sector reform over the 1980s and 1990s
could be characterised as the gradual ascendancy of concern for 'efficiency and
effectiveness' over 'ethics, due process and fair play'. Sometimes we have been
reminded of the need to maintain a concern with both sets of values. For example,
in a much-quoted address to the national conference of the Institute of Public
Administration in November 1996, the Governor-General, Sir William Deane,
stated: 'Incorruptibility, accountability and fairness ... are ... basic values
underlying public administration. They are in no way inconsistent with the
processes of desirable change or the search for greater efficiency' (Deane, 1996:
2)
7

'Managerialist' is used by critics as an odious term. I use it because no other quite
captures the essence of the central ideal of the 1980s reform movement that developing
professional management skills in the APS, with high discretionary power, was central to
improved organisational performance (see Hood, 1991: 6).
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The modern tendency - at least in Australia and the countries with which it is
usually compared - is to assess performance primarily in terms of efficiency and
effectiveness.' There are critics who lament the loss of ascendancy of 'ethics, due
process and fair play' (although I know of no substantial critique of Centrelink or
FaCS on these grounds). However, the critics do not seem to be getting anywhere.
I can only assume that that is because we still have an ethically sound Australian
Public Service largely free from corruption and unfair dealing. The cherished
focus on results has never yet descended to corner-cutting that could be called
'sharp practice' .

6

Customer Service

Turning first to the 'efficiency and effectiveness' value set, if we were to ask what
Centrelink is seeking to be efficient and effective about, I suspect that 'customer
service' would be the favoured answer from within the organisation. That is not
surprising. The Government's expectation of Centrelink has always been clear.
Just after Centrelink was launched, Minister Kemp told the Institute of Public
Administration national conference:
Many citizens see no reason why government services cannot
be delivered, at a time and in a way that suits their
convenience. An example of this [new approach] is
Centrelink, an initiative of this Government, which is the
'One-Stop Shop' providing an integrated range of services to
customers ... Centrelink is being established with an emphasis
on customer service. (Kemp, 1997: 10)
This theme has been repeated since then in ministerial statements (Kemp, 1998a:
9; Kemp, 1998b; Truss, 1998) and speeches by Centrelink managers (for example,
Vardon, 1999). Centrelink has invested substantial effort into measuring its
customer service performance, identifying how it can improve and into
developing new models of operation and systems to support them. The greatest
priority has been placed on customer service and providing a one-stop shop.
Having one agency serving several purchasing departments was also a unique
feature when Centrelink began operations. The obvious test of this choice of
institutional arrangement is the superior customer service that it is expected to
8

We usually compare ourselves with the UK, New Zealand, the USA and Canada. In
contrast consider the following: at the time of preparation of this paper, the South
African Association of Public Administration and Management (SAAPAM) was
organising a conference with the theme 'In search of ideas and solutions for public
administration and management: Where to in the next millennium?' At this conference
'Analyses of ethics, corruption and nepotism in the public sector' is a key topic. Also,
see Schick (1998) and Mulgan (1999).
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yield. But I suggest that customer service will remain a difficult issue to assess,
for a couple of reasons (in addition to the methodological difficulties raised
earlier).
Let us think about why the customers come to Centrelink to begin with. There
have been debates about whether importing the notion of 'customer' is appropriate
to the public sector and, most particularly, to the delivery of essential services (see
for example, Petrie, 1998: 51). The concern is that 'customer' is a poor
description for someone who has little choice as to where they will get help. But
this debate is rather sterile. Customers may not be able to use the 'exit' option but
their 'voice' can be listened to, to use Hirschmann's (1970) terms. The point that
has been clearly accepted by governments is that improved service delivery is
what they expect and that has been at the heart of much public sector reform. For
example, according to Kettl (1998), in the USA, turning citizens into customers
and making the customer's - not the bureaucracy's - needs the goal of government
agencies has been the centrepiece of the reinventing government movement of the
Clinton-Gore administration. Similarly, Petrie (1998: 5) identifies 'a reorientation
around customer service and quality' as a prominent part of the dramatic
organisational transformation that Income Support underwent over the period
1992-98. 9 Let us accept, at least for now, that recipients of government services
can be seen for certain useful purposes as customers and merit such dignity as that
description connotes (Brennan, 1997).10
But we are still struck by the apparent range of possible meanings of 'customer'
when we read views such as this, given by a former British Secretary of State for
Health, William Waldegrave, about the UK National Health Service:
Our 'customers' do not come because the price of beans is
less or because of the pretty girl in the advertisement; they
come because they are ill, not seldom frightened, and they
want help and expect care. (Stewart and Walsh, 1992: 16)
Perhaps the essential differences between the customer of businesses in the high
street and customers of certain public services is that, for the latter, the
relationship is of a very particular sort. First, that relationship, when established,
may go on for some years. (Indeed, many of Centrelink's customers - age pension
recipients - will remain customers until they die.) There is no sense in comparing
that with more ephemeral market-place transactions. Second, the relationship is
one where the customer is unlikely to know the full range of 'products' on the
9

Petrie's account ends at a point prior to the creation ofWINZ.

10

These last words are Brennan's (1997). But we do not have to accept also his image of
'government as an institutional technology for appropriating gains from exchange, just
like markets are, and [are] as properly evaluated on exactly the same terms.'
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Centrelink 'shelf', much less the rules that attend them. That places a considerable
onus on the staff to advise the customer well and fully - a challenge that
Centrelink has acknowledged in formulating its current strategy. 11 Third, there
remains a coercive element on the government side of the relationship. Sometimes
customers are not going to be satisfied because the law precludes them from
getting what they would like. None of this is to argue against treating citizens as
customers; rather, it is to argue that doing so properly is a challenge and one that
will be difficult to assess satisfactorily.
Some people argue that the customer is the person that pays you the money. For
Centrelink, payment comes mostly from FaCS and ultimately from the
government. So perhaps there are two more types of customer to consider: client
departments and ministers. I shall make a few brief comments on these.

In the case of client departments (such as FaCS) the important question is not so
much whether Centrelink is satisfying the client as whether the relationship - in
both directions - is sound. That is to say, for things to work well there must be a
high degree of trust between the parties. Because of the complexity of the
'products' and the propensity for change, it is impossible to specify everything in
the service delivery contract in advance. Only a sound relationship can ensure
effective operation in the face of contingency (see Paul and Rowlands, 1998).
This is an issue I shall return to shortly when I discuss transaction costs.
Ministers are also customers of this arrangement. There is one special problem
with satisfying ministers that I want to highlight. Most of the major changes to
social security payments require a major implementation project. The elapsed time
between announcement and implementation can be 18 months or even two years.
Some of this time is taken up in teasing out micropolicy, drafting legislation and
securing passage through the Parliament (a detailed account of these processes is
given in Brown and Rowlands, 1995). Only after that can the major operational
task safely begin, the task of specifying and building computer systems and all of
the other necessary implementation apparatus. Because of the complexity and
size, the time taken to implement changes is a large fraction of the political cycle.
There is an irony in the fact that all of the technological change of recent years,
for all the undoubted benefits it has brought, still seems to leave the system as a
whole less rather than more easy to change in certain ways. I suspect that
responsiveness to government, manifest in shorter delivery timeframes, is a sort of
customer service parameter that will need attention. Working out how to achieve
that is a challenge for both Centrelink and its client departments, and most
probably requires their collaborative attention. Whether that is easier or harder in
a purchaser-provider environment I cannot say.
11

Centrelink's new customer service delivery model was announced in November 1998
(see Truss, 1998) and is elaborated upon in Vardon (l998c).
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Any serious evaluation of the Centrelink arrangement will take 'efficiency and
effectiveness' as its point of origin. It will also need to go beyond customer
service as a framework and ask questions about costs and other aspects of
performance. Perhaps units of 'service delivery' will be rigorously defined,
scrutinised and costed by those who are far better qualified than I am to analyse
them. But I wish to mention briefly an aspect of the efficiency of the arrangement.
This is one that employs economic thinking but could lead to a surprising result in
some purchaser-provider arrangements.
There is a sophisticated body of thought - transaction cost analysis - that deals
with the costs of writing contracts, monitoring performance and controlling the
behaviour of contractors. Transaction cost analysts argue that these costs rise
where the 'assets' involved are highly specific to the business being transacted,
the number of providers is small, future product requirements are uncertain and
contractors have the incentive to behave opportunistically. It is possible (so the
theory goes) that where transaction costs are high, hierarchy is technically more
efficient than a market. That is, it is easier and cheaper in some circumstances to
operate in-house than deal across organisational boundaries. Indeed, this single
idea is the modern economist's answer to the question of the origin of the business
firm (Holmstrom and Roberts, 1998).
What is its relevance here? As Dunsire puts it:
Every exercise of control has costs and benefits, and control
like production must pay its way. Transaction costs analysis
can help explain why some firms perform their own services
in-house, while others contract them out, and why yet other
firms hardly exist at all except as an information network.
(Dunsire, 1995: 22)
We should at least enquire as to what the costs are of management across the
organisational boundary between FaCS and Centrelink. This may not be
straightforward: the Industry Commission's monumental study of competitive
tendering and contracting by public sector agencies (Industry Commission, 1996:
135-7) had a hard time finding evidence of the magnitude of transaction costs.
High transaction costs may not be diagnostic of a need for a revised institutional
arrangement (there is nothing with which to compare those costs, after all). But
we should beware that increased transaction costs stem from any erosion of trust
between principals and agents, purchasers and providers (Boyne, 1998: 700). As
Walsh and colleagues put it: 'Highly formalistic approaches to contracts may be
seen as preventing the development of precisely those social relationships that are
necessary to make them work' (Walsh et al., 1997: 34).
If there are places where we are spending too much time and money on managing
the relationship between the two organisations it may be because that relationship
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is not as sound or as trusting as it could be. Alternatively, it may be that the
organisational boundaries are intractably complex and contingent. Purchaserprovider relationships are expected to provide greater clarity as to what is to be
done and by whom (Department of Finance, 1995). Has clarity really been gained
in the Centrelink case? That sounds like an empirical question. Answering it must
include customer perspectives on 'who does what' as well as those of the
members of each agency. But we must be prepared for an answer that is similar to
Polidano's conclusion about Next Steps agencies in the UK:
Next Steps can live quite well with a policy-operations
'boundary' that is shadowy, permeable, and prone to shifting
from time to time. This implies uncertainty; but
administrators have lived with uncertainty since time
immemorial in the complex world that is government.
(Polidano, 1997: 9)
It is worth noting, too, Mulgan's comment on New Zealand:

The structure of outcomes and outputs, of purchaser and
provider, has not prevented department heads and ministers
from working as closely as before; nor has the need to specify
outputs in advance prevented departments from reacting
flexibly to unforeseen contingencies. (Mulgan, 1999: 5)

7

Robustness

Now I shall turn to the 'robustness and resilience' set of values. They seem to be
ignored in debate over the direction of public sector reform. I suspect that we
ignore them at some risk. Centrelink (and DSS before it) have delivered all of the
payments to all of the customers, on time and at the right amounts on the great
majority of occasions. The scale of the enterprise is, of course, very substantial.
One might be inclined to think of this apparatus as a sort of massive industrial
mechanism, with pistons, gear-wheels and levers that just keep on moving,
regularly and reliably. There are occasional hiccups, of course - usually when
many large changes are being made simultaneously - but they really have been
just that. It is as though the great momentum of the fly-wheel has just kept the
mechanism moving and, so long as we keep it lubricated and maintained, it should
stay in good working order virtually in perpetuity.
But I suggest that the image of a great industrial mechanism is both wrong and
dangerous. That is because it has connotations of permanence and stability that are
very misleading. Instead, what does characterise much of Centrelink's work is
change. I do not mean the discretionary change that flows from the managementled changes in focus and culture. Yet more substantial amounts of effort are
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continually being invested in the design and implementation of new and changed
programs, systems to support them, the underpinning micropolicy and
development of staff expertise. 12 That has been the case under all governments for
many years. A better mental image of an organisation with these responsibilities is
one which is devoting part of its time to preparing for some major, complex event
- like a minor Olympics, perhaps - which remains forever just a few months in the
future. That, too is an inadequate metaphor, as for FaCS and Centrelink, all of that
organising must be done while continuing 'normal' production.
Suppose that, out of a perfectly proper concern for technical efficiency, we create
within the new institutional arrangements a beautifully engineered, mechanism,
highly tuned to superb performance of a very specific set of duties. What we
might be risking is a loss of adaptability and robustness in the face of change,
characteristics that are essential to the daily operation of the social security
system. I am not suggesting for one minute that any serious risk is there at the
moment. The current apparatus probably has substantial 'capital' in terms of its
robustness and resilience, if one could only find a simple way of measuring it. 13
What I am suggesting is that robustness and resilience are key design parameters,
particularly where substantial, ongoing change is the order of the day. We have
noted since the very commencement of the Centrelink arrangements that there is
very low political tolerance by the Government and the Parliament for any
disruption to income support services (Blunn, 1997). We simply need some way
of assessing what margin we have and what the consequences might be of future
changes.

8

Conclusion

To conclude, let me return to the original question. How would we know whether
the Centrelink arrangements had been a success? What I hope I have shown is
that, first, evaluating the Centrelink purchaser-provider arrangement in any
rigorous way faces substantial methodological challenges. We need to have a
basis for comparison for each aspect we want to analyse. We need to decide
exactly what the subject is of our evaluation and what its boundaries are. We also
need a sound analytical understanding of the arrangements that have been put in
place. They are not quite like anything elsewhere and that must be taken into
account. We also need to be clear about the Government's expectations and where
the trade-offs are between its owner and funder objectives.

12

For an account of how policy is translated into action in this environment, see Brown
and Rowlands, 1995.

13

Indeed, some argue that the nature of public administration encourages caution and
minimal risk-taking (see Officer, 1996: 12-13).
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When we turn to evaluation criteria themselves, there are different frameworks we
can use, according to the sets of administrative values we give priority to.
Efficiency and effectiveness will undoubtedly be the subject of scrutiny. But
within that framework, customer service is more difficult to assess than simply
posing survey questions of the citizenry. Outside that framework, there are other
questions that need to be addressed, most particularly relating to the resilience and
robustness of the system as a whole.
When we look at the nature of reform in other jurisdictions there are grounds for
optimism about the Centrelink arrangements. They are, at a minimum, in tune
with reform elsewhere and possibly leading it in certain important respects. This is
all the more reason for a serious and critical evaluation, despite the challenges and
difficulties I have identified.
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1

Introduction

Many studies have reported marked socioeconomic differentials in mortality and
morbidity among Australians. These differentials have been shown to exist for
children, adults and the elderly (Saunders, 1996; Mathers, 1994; Bor et al. 1993;
McClelland, Pirkis and Willcox, 1992). However, no empirical work has
addressed the impact of socioeconomic status (SES) on the health of Australian
adolescents. Overseas studies have mostly revealed a relative absence of SES
gradients in this age category. Rahkonen, Arber and Lahelma (1995) using a
sample of British and Finnish youth showed that father's occupation had no
impact on self-rated health or longstanding illness of 15-19 year-olds.
Glendinning et al. (1992) using Scottish data found that there was no consistent
relationship between measures of parental occupation and education with selfrated health, longstanding illness, and psychological well being among 17-22year-olds. Macintyre and West (1991) using a Scottish sample of 15-year-olds
examined the effect of several occupational and non-occupational measures of
SES and found none of them had an impact on a range of health measures such as
self-rated health, chronic illness, and psychological health. Other studies in the
US (Sewell and Burton, 1990) and Sweden (Lundberg, 1986) have produced
similar results showing lack of SES gradients in adolescent health. In this study
we examine the association between several measures of SES with self-rated
health, psychological well-being, limiting longstanding disability, and a set of
common risk factors.
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Methods

Data
The data were based on the fifth (1993) and sixth (1994) wave of the Australian
Youth Survey (AYS). These surveys were part of the Australian Longitudinal
Study whose principle investigator was the former Department of Employment,
Education and Training. The surveys used structured face-to-face interviews and
the questionnaire covered a battery of questions about social background,
education, health and life style. Each sample was based on a stratified multi-stage
equal probability design. Individuals were selected on a random basis from
households. Households were selected from Census Collection Districts (CDs),
which were selected on a PPS (probability proportional to size) basis from a pool
of 700 CDs. Our research combined data from these two samples and included
only those adolescents who lived with both parents. The sample size for our
analyses was 1837 (908 and 929 respondents from the fifth and sixth wave of
AYS, respectively).

Measurement
Health status: We used six indicators of health status: self-rated health,
psychological well-being, limiting longstanding disability, smoking status,
drinking status, obesity and fitness.
Self-rated health was based on the question 'In general, would you say that your
health is excellent, good, fair or poor?' We dichotomised this variable such that
'excellent/good' represented one category and 'fair/poor' another. A recent review
of 27 studies has concluded that this variable has a high predictive validity (Idler
and Benyamini, 1997). It is closely associated with mortality, after controlling for
common risk factors. This global self-rated health measure is also shown to
predict the onset of disability (Ferraro, Farmer and Wybraniek, 1997; Farmer and
Ferraro, 1997; Wilcox, Kasl and Idler, 1996). We correlated the aggregated mean
of self-rated health for the states and territories of Australia with several measures
of mortality. We found that Pearson correlation coefficients describing the
association between self-rated health and mortality from heart disease, cancer,
respiratory disease, and all causes combined were .38, .33, .46 and .38
respectively.
The scale of psychological well-being was based on a principle component
analysis of 12 questionnaire items related to mental health. Nine of them had high
loadings (ranging from .46 to .76) on the first factor and were used to construct
the scale of psychological well-being (alpha=.82). These items were about
whether respondents had recently been able to concentrate, sleep well, overcome
difficulties, enjoy activities, face up to problems, and whether they had recently
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lost confidence in themselves, felt worthless or been feeling depressed. For each
item, respondents were given four categories to choose from: 'not at all', 'no more
than usual', 'rather more than usual', and 'much more than usual'. Items were
standardised and summed. The scale was transformed to have a mean of 10 and a
standard deviation of 2. Higher scores represent lower levels of psychological
well-being.
Limiting longstanding disability was based on the question about whether the
respondents had any disability which limited the amount or the type of work they
did. Smoking status was based on answers to 'Do you currently smoke
cigarettes?' Male respondents who said they had more than four alcoholic drinks,
two or three days a week or more often, were designated as drinkers. Female
respondents who said they had more than two alcoholic drinks, two or three days a
week or more often, were designated as drinkers. Respondents considered as
obese were those who were male and had a body mass index of greater than or
equal to 27.8 kg/m' or those who were female and had a body mass index of
greater or equal to than 27.3 kg/m'. A measure of fitness distinguished those who
had exercised eight or more times in the previous two weeks. Information on
smoking and drinking status was available only in the fifth wave of AYS and
information on fitness was available in the sixth wave of the Survey.
Socioeconomic status: It is difficult to determine the socioeconomic status of 16year-olds by referring to their own level of education and occupation for at this
age most people have not yet completed their education and not entered the labour
force. Thus, we used parental occupation and education as indicators of SES for
adolescents. Respondents were asked: 'When you were 14 ... What kind of work
did he [your father] do?' The same question was asked about the respondents'
mothers. Responses were categorised based on Australian Standard Classification
of Occupations (ASCO). ASCO is skill-based where occupations are ranked
according to the amount of formal education, on-the-job training, previous
experience, and skill specialisation needed before an individual can satisfactorily
perform a set of tasks involved. For the purpose of this research, we have
collapsed occupation into four broad categories:
•

managerial and professional;

•

paraprofessionals and tradespersons;

•

clerical workers and salespersons; and

•

machine operators and labourers.

Respondents were also asked ' ...which line [option] best describes his [your
father's] level of education when you were l4?' The same question was asked
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about the education of the respondents' mothers. We collapsed education into four
categories:
•

university degree;

•

training for a trade or apprenticeship; diploma or certificate at TAFE, a
technical or business college;

•

secondary school; and

•

primary school or no formal schooling.

Analysis of Data
In order to examine the linear association between each of the SES indicators with
each of the measures of health, except psychological well-being, we used the
Mantel-Haenszel test for linear trend available in SPSS for Windows (Version 8).
For assessing the linear association between psychological well-being and
measures of health we used the Pearson correlation coefficient.

3

Results

Table 1 shows the distribution of health indicators across categories of father's
occupation for males and females. The only significant trend relates to self-rated
health of males. However, this is a reverse SES gradient; males from higher
occupational SES are more likely to report fair/poor health. For females, there is
some evidence of a SES gradient in the expected direction, but it does not reach
statistical significance. The table also reveals slight, but non-significant, SES
gradients in disability, smoking status and fitness for both males and females.
Table 2 summarises the relationship between health and mother's occupation.
Only one trend is significant. It shows that there is a reverse SES gradient in selfrated health among males. For females there is some evidence of a SES gradient,
but it does not reach significance. The same is true for smoking status, for both
males and females. The table also shows a reverse, but nonsignificant, SES
gradient in drinking status for both males and females.
Table 3 gives the association between health and father's education. The only
significant trend reveals a reverse SES gradient in psychological well-being in the
combined sample of males and females. Although none of the other trends are
significant, the fmdings suggest a slight SES gradient in self-rated health,
longstanding disability, smoking status and body mass index, for both males and
females. Finally, Table 4 summarises the relationship between health and
mother's education. Although none of the trends are significant, a slight SES
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Table 1: Health Status by Father's Occupation and Gender
Health measure
MIP

Father's occupation'"
C/S
Pff

No.

Trend'"

MIL

Self-rated health
(% fair/poor health)

M
F
Both

14.4
10.1
11.9

11.7
12.7
12.2

14.2
17.5
15.8

14.1
16.0
15.1

812
885
1697

P<.05
ns
ns

Psych. well-being
(% poor well-being)

M
F
Both

9.4
10.4
10.0

9.3
10.4
9.9

9.7
10.5
10.1

9.5
10.4
10.0

812
885
1697

ns
ns
ns

Longstand. disab.
(% disabled)

M
F
Both

6.8
4.2
5.3

6.4
6.0
6.2

10.0
5.8
7.9

8.9
6.8
7.8

812
885
1697

ns
ns
ns

Smoking status
(% smoker)

M
F
Both

8.1
9.9
9.2

20.2
17.8
18.9

8.3
10.5
9.4

14.7
17.5
16.1

403
434
837

ns
ns
ns

Drinking status
(% drinker)

M
F
Both

5.3
6.4
5.9

9.8
3.1
6.3

4.5
2.3
3.4

5.5
5.6
5.5

285
322
607

ns
ns
ns

Body mass index
(% obese)

M
F
Both

7.5
4.2
5.7

4.1
5.9
4.9

3.1
4.0
3.6

8.0
4.9
6.5

666
665
1331

ns
ns
ns

Fitness
(% not fit)

M
F
Both

55.2
59.9
57.8

62.2
63.1
62.6

45.0
60.3
52.8

60.7
65.1
63.1

409
451
860

ns
ns
ns

Notes:

MIP = ManagerslProfessional; Pff = Paraprofessionalsffradespersons; C/S =
Clerical workers/Salespersons; MIL = Machine operators/Labourers.
b) For psychological well-being, the significance of the Pearson correlation
coefficient is reported; ns is not significant.
a)

gradient in disability is observed for both males and females. There is also
evidence of a slight reverse SES trend in self-rated health and fitness for males
across the level of mother's education.

4

Discussion

In this paper we set out to investigate the association between SES and health
among Australian adolescents. We used parental occupation and education as
indicators of SES and examined their association with self-rated health,

246

MOHAMMAD SIAHPUSH AND GOPAL K. SINGH

Table 2: Healtb Status by Mother's Occupation and Gender
Health measure
MIP

Mother's occupation'"
prr
C/S

No.

Trend(b)

MIL

Self-rated health
(% fair/poor health)

M
F
Both

13.0
9.4
10.9

19.2
14.0
16.4

13.6
12.8
13.2

11.5
20.2
15.7

582
643
1225

P<.05
ns
ns

Psych. well-being
(% poor well-being)

M
F
Both

9.5
10.5
10.1

9.5
10.3
9.9

9.5
10.5
10.0

9.6
10.6
10.1

582
643
1225

ns
ns
ns

Longstand. disab.
(% disabled)

M
F
Both

7.6
6.5
7.0

8.2
3.5
5.7

7.1
4.9
6.0

4.1
8.8
6.4

582
643
1225

ns
ns
ns

Smoking status
(% smoker)

M
F
Both

7.8
3.5
5.6

12.9
24.4
19.4

13.4
15.9
14.7

15.5
14.8
15.2

289
309
598

ns
ns
ns

Drinking status
(% drinker)

M
F
Both

8.3
5.1
6.7

0.0
6.3
3.6

5.5
3.3
4.3

2.4
2.5
2.4

21I
233
444

ns
ns
ns

Body mass index
(% obese)

M
F
Both

6.9
5.0
5.7

10.2
2.9
6.2

5.7
5.8
5.8

8.7
0.0
4.8

480
499
979

ns
ns
ns

Fitness
(% not fit)

M
F
Both

58.5
61.7
60.7

54.8
60.0
57.5

58.2
62.2
60.2

62.5
56.7
59.7

293
334
627

ns
ns
ns.

Notes:

a)
b)

MIP =ManagersIProfessional; prr = Paraprofessionals/Tradespersons; C/S =
Clerical workers/Salespersons; MIL = Machine operatorslLabourers.
For psychological well-being, the significance of the Pearson correlation
coefficient is reported; ns is not significant.

psychological well-being, limiting longstanding disability, smoking, drinking,
obesity and fitness. We found no evidence that lower SES is associated with
poorer health. Our findings are congruent with overseas reports (Rahkonen, Arber
and Lahelma, 1995; Glendinning et al., 1992; Macintryre and West, 1991; West et
al., 1990; West, 1998). We focused on 16-year-olds. It is possible that if our
sample consisted of older adolescent or if we had used a wider age band, our
results would have been different. Singh and Yu (1996) examined a large sample
of 15-24 year-old Americans and found an association between family income and
mortality. Other studies have shown similar results (Rahkonen, Arber and
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Table 3: Health Status by Father's Education and Gender

University

Father's education
PostSecondary
secondary

No.

Trend(a)

Primary
or less

15.1

12.4
13.3
12.9

15.1
22.2
19.0

851
922
1773

ns
ns
ns

9.4
10.3
9.9

9.3
10.7

10.3

9.5
10.4
9.9

10.1

851
922
1773

ns
ns
P<.Ol

Both

7.2
3.9
5.2

7.5
7.2
7.4

7.7
4.9
6.2

9.4
9.5
9.5

851
922
1773

ns
ns
ns

M
F
Both

9.4
6.6
7.7

15.7

14.2

21.1
18.3

13.4
13.8

10.8
8.8

9.9

425
455
880

ns
ns
ns

Drinking status
(% drinker)

M
F
Both

4.7
3.3
3.8

7.3
6.2
6.7

6.2
2.5
4.2

6.9
5.3
6.3

297
335
632

ns
ns
ns

Body mass index
(% obese)

M
F
Both

6.0
3.1

6.0
5.7
5.8

11.1

700

4.3

5.9
6.8
6.3

3.9
7.3

705
1405

ns
ns
ns

61.3
56.5
58.4

59.6
63.0
61.2

52.4
67.6
59.9

75.0
55.2
60.1

426
467
893

ns
ns
ns

Self-rated health
(% fair/poor
health)

M
F
Both

Psych. well-being
(% poor wellbeing)

M
F
Both

Longstand. disab.
(% disabled)

M

Smoking status
(% smoker)

Fitness
(% not fit)

F

M

F
Both

Note:

a)

12.2

16.8

11.7

13.3

11.9
9.6
10.8

For psychological well-being, the significance of the Pearson correlation
coefficient is reported; ns is not significant.

Lahelma, 1995; Glendinning et al., 1992). However, using wide age bands masks
age specific dynamics. Our findings suggest that middle adolescence is unlike
other stages in the life course where there are marked SES differentials in health.
Thus, we conclude that the argument that SES inequalities in health exist in
childhood, disappear during adolescence, and reappear in early adulthood
(Lundberg, 1986; West et al., 1990; West, 1988) holds ground within the
Australian context.
Finally, we wish to address the question 'why is there a relative lack of SES
gradients in the health of adolescent?' Three explanations have been proposed.
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Table 4: Health Status by Mother's Education and Gender

Health measure

Self-rated health
(% fair/poor health)

University

M
F
Both

Psych. well-being
(% poor well-being)

M
F
Both

Longstand. disab.
(% disabled)

M

F
Both

Smoking status
(% smoker)

Drinking status
(% drinker)

Body mass index
(% obese)

Fitness
(% not fit)
Note:

a)

14.9
10.0

12.1

Mother's education
PostSecondary
secondary

15.6
10.4
12.8

13.3
15.4
14.4

No.

Trend(a)

12.8

854

13.5

936
1790

ns
ns
ns

Primary
or less

13.2

9.5

9.5

9.4

9.6

854

10.6
10.1

10.4
10.0

10.5
10.0

10.6
10.2

936
1790

8.3
3.8
5.7

8.4
6.4

6.9

11.8
6.7
8.8

936
1790

7.3

6.0
6.4

854

ns
ns
ns
ns
ns
ns

M
F
Both

18.2

9.7

15.2

6.1

20.5

13.8

8.3
16.0

427
461

11.6

15.6

14.5

12.2

888

M
F
Both

8.8
3.9
5.9

5.1

6.3
3.8
5.0

6.3
9.1
7.4

339
639

ns
ns
ns

M
F
Both

5.1
3.1

8.4

6.5

0.0

6.3
7.3

5.4
5.9

5.6
2.8

701
716
1417

ns
ns
ns

61.0

54.2

65.4
59.8

53.3
59.3

427

62.4
61.7

57.1

902

ns
ns
ns

M
F
Both

4.0
65.2
55.3

59.4

6.3
5.7

300

475

ns
ns
ns

For psychological well-being, the significance of the Pearson correlation
coefficient is reported; ns is not significant.

First, the findings maybe an artefact of the measurement of SES (West, 1988).
This explanation is not likely to be plausible as Macintyre and West examined the
health effect of six occupationally based and five non-occupationally based
socioeconomic indicators (including household income, housing tenure, care
ownership and neighbourhood type) and concluded: ' ... the pattern in youth is
indeed one of relative equality and that this is neither a consequence of limited or
inappropriate measures of health nor of inadequate measures of social class'
(Macintryre and West, 1991; 396). The second explanation suggests that middle
adolescence is too early in the life course for the effects of disadvantaged
environments to become apparent. Thus these effects are masked in adolescence
and begin to manifest themselves in early adulthood (Kieman et al., 1976; West et
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al., 1990). Finally, the third explanation suggests that socioeconomic related
factors such as stress and environmental hazards in the workplace have not yet
been fully encountered by adolescents. These factors become operational mainly
when young people finish their education and enter the labour market (West et al.,
1990).
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Locational Disadvantage: Factoring
Place into Government Policy and
Services
Ken Smith and Michelle Brown'
Queensland Department of Families, Youth and Community Care

1

Introduction

As Director-General of the Queensland Department of Families, Youth and
Community Care (DFYCC), I am confronted daily by the impacts of growing
poverty, inequality and social exclusion. I experience these impacts on a number
of levels.
•

As the officer accountable to government for implementing a range of
human services policies, and therefore responsible for the overall strategic
direction, service delivery and performance measurement systems put in
place to achieve government policy intent.

•

As a senior manager, responsible for harnessing the capacity, creativity and
resourcefulness of a large and diverse work force and ensuring effective
partnerships with the non-government sector.

•

At a personal level, when decisions have to be made on such issues as the
fate of children who come into the care of the State after they have been, or
are at high risk of being significantly harmed.

I have held strong beliefs over a number of years that fundamental change is
required in the way government resources are mobilised at a spatial level to
address the specific needs of communities. In fact we are failing many
communities, and will continue to fail them unless:
•

more explicit linkages are made between the social, economic and
environmental needs and capacities of communities;

The views expressed in this paper are those of the authors and do not represent policy
positions of the Queensland Government or the Queensland Department of Families,
Youth and Community Care.
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•

we re-conceptualise relationships within and between government, nongovernment and private sectors, as well as between service providers from
each of these sectors and their clients;

•

there is a move beyond a project or 'one-off approach to achieving wholeof-government action, to the mainstreaming of such action - particularly in
terms of the integration of effort in human services delivery. Fundamental
changes are necessary in the way our institutions operate - changes that
result in integrated and cohesive whole-of-government action as the norm,
rather than the exception; and

•

changes are made to the way in which core processes are managed within
government agencies, to incorporate community participation and 'place' as
critical elements of such activities as planning, resource allocation and
evaluation.

My experiences in Queensland's social welfare department over the past year
have reinforced my belief in the need for such changes. My purpose today is to
elaborate on why change is necessary, the kinds of changes needed, and
developments of relevance within my own agency.

2

Place as an Issue

There is nothing new in the proposition that different places require different
levels of government support and action, in response to differing levels of
disadvantage. The 'Building Better Cities' programs of the early 1990s,
community renewal programs and regional planning processes were based around
the need for individualised 'place' solutions. A defining feature of many of these
programs is the notion of revitalising degenerated physical environments to
improve the lives of their residents.
What is exciting about current public policy debates around notions of 'place
management', however, is the focus upon the full range of needs of people in
particular areas. The starting point for action is therefore not just the physical
environment, but rather the social and economic outcomes required for people in a
particular region or area.
I believe this shift in focus represents an important advance in public policy, one
that has the potential to greatly improve our capacity to address issues of social
exclusion and locational disadvantage. It is important, however, that we are able
to move beyond debate of these issues to meaningful and sustainable action that
results in demonstrable improvement in people's lives.
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Evidence of the Urgent Need for Action

The Socio-Economic Index of Disadvantage (S-EID), prepared by the Australian
Bureau of Statistics from the 1996 Census of Population and Housing, provides a
good starting point for demonstrating the spatial aspects of disadvantage. This
index is derived from attributes such as low income, low educational attainment
and high unemployment.
The S-EID for Australia is 1000, with areas having an index value of less than
1000 being relatively more socioeconomically disadvantaged than the nation as a
whole. The S-EID index value for Queensland is averaged at 994, which shows
that our State is marginally more disadvantaged compared to Australia as a whole.
The attached map (at the end of this paper) shows those Statistical Local Areas
(SLAs) for Queensland with an index value of 900 or less. Not surprisingly, the
index highlights that the SLAs with the lowest index are located in Far North
Queensland (e.g. Aurukun 626.0, Momington 665.0) and in the urban fringe areas
of Brisbane (e.g. Inala 731.0 and Wacol 830.4). These data are obviously useful
in developing insight into the place-based nature of disadvantage.
We can gain an even better insight, however, if we analyse selected social and
economic indicators for a range of Queensland statistical local areas (SLAs).
Indicators selected include:
•

the level of unemployment (from 1996 Census);

•

the proportion of persons over 15 years who left school at 14 years or
under, or never attended school (from 1996 Census);

•

the proportion of families with a weekly family income less than $300
(from 1996 Census);

•

infant (aged less than one) deaths - average 1995-97 (from ABS mortality
data, as a proportion of all children aged 0-1 at 30 June 1998);

•

the proportion of 1998 Year 12 students enrolling in tertiary institutions
(from QTAC); and

•

children appearing in court for offences 1997-98 (from DFYCC) as a
proportion of population aged 10-16 years (from 1996 Census).

The seven SLAs chosen for this purpose are diverse.
•

Area 1 is a predominately indigenous community in a remote location. It
has had an average annual growth rate of 1.2 per cent over the past three
years, and has an S-EID of less than 700;
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•

Area 2 is an urban community with a high concentration of public housing.
It has had a negative growth rate of -0.4 per cent over the past three years,
and has an S-EID of less than 850;

•

Area 3 is a rural community experiencing growth predominately through
small block rural sub-divisions. It had an average annual growth rate of
over four per cent during the past three years, and has an S-EID of less than
900;

•

Area 4 is a high-density coastal, tourist strip community. It has had an
average annual growth rate of 1.9 per cent over the past three years, and has
an S-EID of less than 900;

•

Area 5 is a remote western Queensland rural community that has
experienced a negative growth rate over the past three years of -1.7 per cent.
It has an S-EID of less than 950;

•

Area 6 is a mid-range suburban community within Brisbane that has
experienced an average annual growth rate of four per cent over the past
three years. It has an S-EID of between 1050 and 1100; and

•

Area 7 is a prosperous outer-suburban community within Brisbane that has
experienced an average annual growth rate of 8.8 per cent over the past
three years. It has an S-EID of more than 1150.

4

Data and Trends

Data for the seven SLAs for these indicators are shown in the following table and
figures.
What emerges, is a clear pattern of the differing life chances experienced by
people across these areas.
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Table 1: Selected Characteristics of Seven Queensland Statistical Local Areas

SLA 1 SLA 2 SLA 3 SLA 4 SLA 5 SLA 6 SLA 7
Unemployment Rate(a)

1.7

21.7

22.4

19.5

7.9

8.5

4.0

29.41

24.94

22.36

19.65

20.75

7.81

1.45

left school at 14 years or under,
or never attended school'"

14

24

24

24

20

11

8

% Year 12 students enrolling in
tertiary institutions via QTAC(d)

33

33

23

36

43

61

71

38.5

5.2

0.5

4.0

0.00

0.2

0.00

16.67

0.90

2.61

nla

nla

1.75

nla

% of families with a weekly
famil~

income of less than
$300( )
% of persons over 15 years who

Distinct children appearing in
court for offences, as a
percentage of resident
population aged 10-16 years'"
Infant (aged less than 1) Deaths
- Average 1995-97 (as a % of
population 0-1 as at 1996
Census)(f)
Notes:

Sources:

a)

Calculated using: Unemployment Rates, Selected Local AreaslLocal
Government Areas, 1996. Produced by Statistical Services Branch, Queensland
Department of Families, Youth and Community Care, July 1999;
b) Calculated using: Weekly Family Income, Selected Statistical Local Areas and
Local Government Areas, 1996, Families in occupied private dwelling.
Produced by Statistical Services Branch, Queensland Department of Families,
Youth and Community Care, July 1999.
c) Calculated using: Age Left School, Selected Statistical Local Areas and Local
Government Areas, 1996 - Persons aged 15 years and over. Produced by
Statistical Services Branch, July 1999.
d) Calculated using: Enrolments in Tertiary Institutions, 1998-99 Admission
Period. Produced by Statistical Services Branch, Queensland Department of
Families, Youth and Community Care, July 1999.
e) Calculated using: Distinct children appearing in court for offences 1995-1998,
Statistical Local Area of Usual Residence, Selected Statistical Local
AreaslLocal Government Areas. Produced by Statistical Services Branch, July
1999.
f) Calculated using: Infant (aged less than one) Deaths, selected Statistical Local
Areas 1995-1997.
Australian Bureau of Statistics 1996 Census of Population and Housing.
Queensland Tertiary Admissions Centre Ltd Collection (unpublished data)
ABS Mortality data (unpublished data).
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Figure 1: Unemployment and Family Income, Seven Queensland Statistical Local Areas
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Figure 2: School Leaving Age, Tertiary Enrolments, Seven Queensland Statistical Local
Areas
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Figure 3: Children Appearing in Court, Seven Queensland Statistical Local Areas
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Figure 4: Infant Deaths, Seven Queensland Statistical Local Areas
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Questions Raised by the Data

My point in outlining these data is that it raises a number of questions for public
policy makers:
•

Are we happy to tolerate such a diversity of outcomes across place?

•

What approaches are most likely to impact upon these levels of inequity?

A traditional sectoral 'silo' approach where tertiary education enrolment rates are
viewed as a purely educational issue, and infant mortality rates as purely a health
issue?

or
One which recognises that, within any given community, there is interdependence between a range of social and economic factors. Therefore, the best
strategies for meeting the range of needs within a community will be those that are
linked across sectors, complement each other and have as their starting point the
full analysis of the particular mix of circumstances encountered in each
community?
A 'one size fits all' approach to program development and implementation, which
sees the development and funding of standardised solutions across a state,
regardless of the economic and social profile of a community, or of the differing
levels of capacity within a community to respond to local issues?

or
One which recognises that the ultimate objective of government action should be
to build the capacity of communities to respond to the issues affecting them to the
greatest extent possible. Therefore, the starting point for government-funded
solutions at place should be the particular capacities within a community, and how
those capacities can best be developed rather than disabled by government
intervention?
An approach which 'picks off' severely disadvantaged communities from time to

time, and applies intensive effort and resources to solving physical infrastructure
and selected social issues?

or
One which incorporates analysis of place-based need as part of the mainstream
business of government, where the task of redressing significant social, economic
or physical infrastructure needs within any community is part of the regular
process of government decision-making?
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An approach which sees different agencies of government having significantly

different internal approaches to core processes such as:
•
•
•
•
•

analysis of need;
planning;
allocating resources;
designing service delivery networks; and
evaluating impact?

Where any congruence across different agencies in any of these management
processes is a matter of good luck rather than effective planning?
or

One which sees internal agency processes having sufficient commonality to foster
cross-sectoral involvement and collaboration? Where, at a minimum, each agency
includes 'place' as a dimension to be considered in all core business processes?

6

Developments within the Queensland Department of
Families, Youth and Community Care

There are a range of initiatives occurring across the Queensland public sector at
the moment which aim to:
•

improve the integration of human services activities within particular
communities;

•

coordinate community funding at a place level; and

•

address severe locational disadvantage through cross-government activity.

I intend to outline the particular changes we are undertaking within the
Department of Families, Youth and Community Care to incorporate 'place' into
our core management processes. In particular, I will outline: our approach to
planning; the way in which data and information concerning need and community
capacity at place will be gathered and utilised in decision making; and our
approach to resource allocation.
Planning

I hold a strong personal conviction that the development of a persuasive and
shared sense of strategic vision and direction is the key to achieving results in any
endeavor, but particularly in public policy. A clear, convincing strategic
foundation 'paints the picture' of what we are trying to build, and how we will go
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about building it. A vague or ambiguous vision will lead to lack of conviction,
disparate approaches to policy and service delivery, and therefore invariably to (at
the very best) the maintenance of the status quo.
If meaningful change is to be achieved the strategic plan for the Department
needed to clearly signal a number of key conceptual shifts from past intent. These
shifts highlight a number of distinct concerns.
•

Both the social and the economic well-being of our clients are legitimately
within our sphere of concern. While we are clearly a human services
agency, we have to see ourselves as intimately connected to the economic
life of the people and communities with which we work.

•

The primacy of partnerships is a means of achieving outcomes. This
concept was of importance not only in the sense of partnership with funded
non-government providers, but also in terms of partnership with other
spheres of government, other state government agencies, communities
themselves and our clients.

•

Accessibility to services, and recognuion and acknowledgement of the
diversity of communities, are critical factors in success or failure of human
service agencies.

These conceptual shifts are demonstrated in changes made to the vision and
mission statements for the Department.

Vision
The 1997 Strategic Plan included the following:
'We will contribute significantly to the creation of a community which values
people and provides positive opportunities for individuals and families '.

while the 1999 Strategic Plan emphasises
'Maximising social justice and economic independence through partnerships in
service excellence'

Mission
The 1999 Strategic Plan had as one 'mission':
'Working with communities to create a caring society.'

while the 1999 Strategic Plan mission includes:
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'To lead, coordinate and advocate for:
•

The planning and provision of enhanced high quality, integrated human
services; and

•

The development of community infrastructure and networks

in a manner which is accessible, promotes participation and is responsive to the
diversity of communities in Queensland. '
Another key feature of the 1999 strategic plan is the articulation of outcomes
around three dimensions: target group; service type; and place.
The explicit inclusion of place outcomes has had a significant impact on the
profile of 'place' in policy, operational and planning processes. I believe it has
therefore impacted upon thinking and behavior across the organisation. Of course,
it has led to a number of difficult questions in terms of what exactly is meant by
'place', how well we currently address the needs of different communities, and
what we will do differently in the future.
However, I do not view such uncertainty as a negative. It is only by putting these
questions on the table and searching for answers that we will grow and improve as
an organisation.
Need and Community Capacity
Developing a strongly focused strategic vision is only the first (if critical) step in
driving changed approaches to public policy development and delivery. The
proof, as they say, is in the pudding - so a critical next step will be the
implementation of changes in the way key processes are actually undertaken.
The way in which government agencies go about determining the nature and
extent of need is clearly one such process. How can we hope to fund the right
kinds of programs - in the right places and for the right people - if we do not have
a clear understanding of need?
By understanding need, I do not simply mean the compilation of statistical and
quantitative information. Decision-makers must have an understanding of the
impact of need upon people and communities - which can only be gained by
having a greater understanding of the capacity of communities and knowing the
factors which underpin statistics - factors which will vary across communities.
Within the agency, therefore, we have set in place a changed approach to the
development of 'place profiles', as a core component of our needs analysis
process. The development and publication of such profiles are not new.
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Some changes from our past practices include the following.
The geographic unit at which the profile is prepared. We have a strong
commitment to better integration with local government in planning and delivery
of human services. We have therefore adopted local government areas (LGAs) as
our primary spatial unit for a range of planning and service delivery processes including the process for determining the nature and extent of need. Place profiles
will therefore be prepared in the year 2000 for each of the LGAs and Deed-ofGrant in Trust communities across the State.
Responsibility and process for preparing the profile. Previously, such profiles
were predominantly prepared centrally. They tended, therefore, to have a highly
quantitative tone. Given the commitment to recognising the diversity of
communities, it is important to have place profiles prepared by people who live
within, or are close to the communities involved. As well, the community must
have a significant involvement in preparing the profile.
The content of the profile. It is clear that an understanding of need does not
come from statistics alone. It is of course important to incorporate the usual range
of socio-economic, demographic and funding data. The place profiles will also
seek to provide readers with a picture of what is impacting upon each community
- factors such as the departure of young people, the influence of the decline or
growth of key industry sectors, rising drug or gambling activity etc.
A key feature of the profile will also be consideration of community capacity at
place - i.e. discussion of the extent to which the community is ready and willing
to be involved with government in addressing local need.
This will be important in our drive to develop community capacity, or social
capital, throughout the state - but particularly where investment is required for it
to be nurtured and enhanced.
Resource Allocation
Understanding the nature and extent of need will not, of itself, lead to
improvement in the life of a single person facing social or economic distress. For
this to occur, the gathered information concerning need has to be usefully
considered and applied at key decision-making points. One of the most critical of
these decision-making points is resource allocation.
In designing new approaches to resource allocation within our agency, key
considerations have included:
Fostering innovation in service design, particularly from those involved in direct
service delivery. The process of resource allocation therefore includes an
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opportunity for 'place managers' to put forward proposals for the best ways of
meeting need within their communities. These proposals mayor may not be based
upon existing programs - in fact, the process is designed to foster cross-program
solutions wherever possible. The emphasis is upon ensuring decision-makers
determining the allocation of available resources across programs and places have
before them the information they need to make informed choices.
Enabling community-based solutions to be put forward. Again, this is fostered
through the process of place managers putting forward a range of possible
solutions for meeting local community need, based upon meaningful input by their
local communities.
Maximising flexibility at place. There is a need for experimentation in the design
and delivery of human services - in order to achieve the kinds of advances needed
to cope with increasing levels of poverty, disadvantage and social exclusion. This
is particularly so given the range of issues within our 'patch' - issues such as selfharm prevention, tackling the causes of youth crime, avoiding crisis within the
families of children with disabilities and developing social capital.
Flexibility. of course, needs to be balanced by safeguards in terms of achievement
of specified standards of service, and delivery within specified costs. We have
sought to achieve this balance in resource allocation process by increasing
flexibility at a place level for expenditure choices, within the confines of clear
service agreement and accountability mechanisms.
Improving integration of government effort at place. It became clear as we
reviewed our previous approaches to resource allocation, that we needed to put
our own house in order with respect to integrating resources at a place level.
In common with many other large government agencies, we tended to be driven at
an area level by the demands of a silo-based budget process, rather than the needs
of communities for integrated effort. In an attempt to address this, the allocation
of resources at a place level will now be by outcome, rather than program. For
example, those funds which come from our agency to a particular community
from our child care, domestic violence, child protection and supported
accommodation programs - but which all contribute to improving the safety of
women and children in remote communities - will be explicitly linked in our
funding process.

7

Conclusion

I have sought in this presentation to highlight what is a critical issue for public
policy-makers - our failure to adequately address locational disadvantage. Key
factors influencing this continuing failure include:

---~-----~--_._----_._----------
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•

a lack of integration of social, economic and environmental concerns;

•

a failure to develop, let alone capitalise upon the potential of effective
partnerships between government and non-government sectors, and between
different levels of government;

•

institutional arrangements within government which fail to drive integrated
approaches to meeting community need;

•

inadequate local community participation and input to key decisions of
government; and

•

the high level of disparity of management processes across government
agencies in areas such as needs analysis, planning, resource allocation,
service delivery systems and evaluation of impact on need.

I have outlined some steps we are taking to move us in the direction of addressing
these issues. We still, of course, have a long way to go and are learning from the
experiences of others in this regard.
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Areas of Greatest Disadvantage, Queesland: 1996
(Statistical Local Areas (SLA)/Local Government Area (LGA) by SEIFA Index of
disadvatnage

Aurukun (5)

Herberton (5)

Mount Morgan (SI
Miriam Vale (5)
Eidsvold (5)
Perry (5)
Kolan (SI
Tiaro (5)
Murgon (5)
Nanango (SI
•
•

o
o

Less than 700
700 to less than 850
850 to less than 900
900 or above

Australian Conceptions of Poverty
Janet Taylor
Brotherhood of St Laurence

1 Introduction
The end of 1990s presents a time of change and uncertainty for many Australians
in the face of 'globalisation', profound economic and social change, especially
changes in employment and also to the role of government. In this context, when
what nations and communities can and should achieve is being re-examined, this
paper asks:
•

What is happening to the way Australians think about 'poverty'?

•

What are the competing views of causes of poverty?

•

What do different groups, including decision makers, think should be done
about poverty?

These questions are considered here drawing on a project being undertaken by the
Brotherhood of St Laurence. The 'Understanding Poverty' project aims to
increase our understanding of different perspectives within Australian society
about the nature, causes and responses to disadvantage and poverty. The project's
findings will be used to inform advocacy for changes to reduce poverty in
Australia.
The early stages of the project have included a critical literature review, questions
in an omnibus survey and some pilot focus groups. We are about to commence
individual interviews with 'decision makers' and a range of focus groups in the
wider community. A process of dialogue and debate will be developed from these.
This paper outlines some of the findings of the literature review.

2

What is Happening to the Way Australians Think
about Poverty?

Two main approaches have been taken to looking at conceptions of poverty:
consideration of policy discourses and a review of research studies of public
attitudes and opinions.
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International Influences and Australian Views
There is strong international input, particularly from America and the United
Kingdom, in many of the discourses around poverty and related issues in
Australia. This input needs to be looked at critically, given many of the key social
and economic aspects which differentiate Australia from these countries. For
example, the terms 'underc1ass' and 'welfare dependence' are used in the United
States typically to refer to African-American inhabitants of urban ghettos and
single mothers. Their use in the Australian context in a very different
demographic situation and with a different social welfare system needs careful
consideration (Saunders and Whiteford, 1989).
In both the US and UK, there has been a major policy shift over the last two
decades from 'social justice', (through the provision of benefits and services), to
the enforcement of work obligations (workfare) and criminal sanctions in the
welfare area (Jordan, 1996: 35). The outcome has been characterised in the United
States as 'the war against the poor'(Gans, 1995), a far cry from 'the war against
poverty' of the 1960s.
A recent review of British poverty research, describes the 'striking paradox'
which characterises the contemporary debate about poverty : 'that it has become
increasingly concerned with dependency at the very time that inequalities have
been growing' (Deacon, 1999: 166). He notes that for many commentators the
central question is no longer how to redistribute resources, but how to change
behaviour of individuals.
Australian debates have reflected similar changes. The discourse of civil society
and the public sphere of the early 1970s was seriously challenged, if not entirely
replaced, by the discourse of economic rationalism during the 1980s (Pusey,
1991) and by the focus on mutual obligation and welfare dependency in the late
1990s.

Public Opinion in the Nervous Nineties
Have the economic and social changes of the 1990s been associated with changes
in the Australian public's attitudes to poverty? It is becoming increasingly
recognised that the uncertainty experienced by many Australians could translate
into a hardening of attitudes towards disadvantaged groups. For example, a
Mackay report, based on 16 non-directive groups discussion about Australian
society, suggested in the 'nervous nineties' a loss of communal feeling was
associated with a less sympathetic attitude towards the unemployed and
disadvantaged (Mackay, 1995).
Pusey's 1996 study of 400 'middle Australians' explored attitudes about who
were winners and losers from recent economic change (Pusey, 1997). The
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respondents felt that, on balance, 'ordinary people' were losers and that their own
incomes and job prospects were falling and quality of life declining. They saw as
winners the rich, big companies and politicians. Most frequently seen as losers
were people on low incomes and small business. People on social security
payments were typically seen as losers from the economic change, however a
minority (over 20 per cent) saw them as winners, indicating some resentment.
There is only a limited amount of recent Australian research that focuses explicitly
and directly on attitudes to poverty. The Social Policy Research Centre's 1999
survey, 'Coping with Economic and Social Change', includes questions on
poverty and will provide useful contemporary information when results become
available.
Probably the most comprehensive recent study of attitudes to poverty is that
commissioned by the Western Australian Poverty Taskforce (ACR, 1998). This
involved a phone survey of 609 people across the state in 1998, four focus group
discussions and 12 interviews with community leaders (ACR, 1998). Poverty was
not very high among the most important issues identified, unprompted, by
respondents: crime and violence was the most frequent issue (identified by 34 per
cent of respondents), followed by unemployment (17 per cent), with reducing
poverty at seventh place (three per cent). Issues raised under this category
included unequal distribution of wealth, the widening gap between haves and have
nots and lack of money for those at the lower end of the scale. However, in
responses to other questions, the survey found high awareness and concern about
poverty, with 62.5 per cent describing poverty in Western Australia as serious or
very serious (ACR, 1998).
These Western Australians identified four groups as most likely to be in poverty:
•
•
•
•

Aboriginal people (51.5 per cent),
unemployed people (39.5 per cent),
pensioners (21.5 per cent) and
sole parents (19 per cent).

The Western Australian study used some of the same poverty questions as a
Victorian telephone survey of 500 people, undertaken by AGB McNair for the
Brotherhood of St Laurence in June 1997 (Taylor, 1997) (Table 1). These indicate
that a greater proportion of Victorians than Western Australians see poverty as a
major problem in Australia (64 per cent in Victoria compared with 48 per cent in
WA).
In summary, from recent public opinion surveys, Australians consider poverty in
Australia as a serious issue (ACR, 1998; Taylor, 1997), but it does not appear as

---
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Table 1: Attitudes to Poverty, Victoria: 1997; Western Australia: 1998

Percentages
Vic 1997

WA 1998

1. Now I'd like you to think about some current issues in Australia. When you think of
poverty in Australia do you think it is?
A major problem
A minor problem
Not a problem at all
Don't know
Total

2.

48

32
3
I
100

46
3
3
100

Who should take the major responsibility for reducing poverty, should it be?

Up to the individual
The government
The business community
Welfare organisations
A combination of the above
Other
Don't know
Total

3.

64

6

9.5

40

24
I
I

2
2
48
I

64

0.5

1

100

100

Which group in the community do you think welfare agencies should be helping?
Help a lot

People who are unemployed
Homeless people
Aged people
Sole parents
Newly arrived migrants
Aboriginal people

42
72

67

29
23
41

Help a lot
42

70
75
34
17
34

Source: ACR, 1998; Taylor, 1997

one of the issues of greatest priority, such as unemployment (ACR, 1998; Eardley
and Matheson, 1998).

3

What are the Competing Views of Causes of Poverty?

What people see as the causes of poverty will influence what they see as
appropriate responses. In Townsend's words 'Any explanation of poverty contains
an implicit prescription for policy' (Townsend, 1979: 64).
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The competing views of causes of poverty over a long period of time can (to
oversimplify) be characterised as representing structural views, which hold the
cause to lie primarily outside the individual in social and economic inequalities,
and individualistic views, which see the individual as largely responsible. The
language has changed over the years, for example from the 'evil of idleness' in the
nineteenth century to 'dole bludging' or being 'welfare dependent', but similar
attitudes remain visible. Studies over time suggest that Australian views of
poverty may be more structural than individual while both attitudes co-exist
(Salmon, 1978; Johnson, 1984; Garton, 1990).
In the Western Australian survey (ACR, 1998), the majority of people emphasised
what were described as structural causes of poverty. The six main causes of
poverty (unprompted) were:
•
•
•
•
•
•

unemployment (59 per cent),
not having enough education/skills (31.5 per cent),
low wages and restructuring (14 per cent),
family breakdown (11 per cent),
poor handling of money (11.5 per cent) and
high costs (10.5 per cent).

Eardley and Matheson (1998) provide a recent report on attitudes, both Australian
and international, towards unemployment and unemployed people. This raises
various issues of relevance to consideration of poverty including change over time
and the persistence of both structural and individual explanations for
unemployment. From the Morgan polls, the most frequent causes of
unemployment changed from laziness in the mid-I970s, to union wage claims in
the later 1970s, to world economic pressures in the early 1980s. In the 1990s,
government mismanagement and world economic pressures were both
increasingly causes. However, a proportion over time continued to see wilful
idleness as the cause.
Whiteford (forthcoming) points out that the ways different societies conceptualise
poverty is likely to reflect the complex political balances within that society. He
suggests a spectrum of five political theories of poverty ranging from the socialist
to the neo-liberal, as follows.
•

Poverty and inequality are structural features of capitalist societies, and are
not amenable to 'welfare state' interventions, or poverty and inequality are
'functional' for capitalism (the socialist perspective).

•

Poverty and inequality are the result of social organisation under capitalism,
but are dysfunctional and can be alleviated by welfare state policies (the
social democratic perspective).
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•

Inequality is necessary for the functioning of the economy. Policy should be
concerned with economic growth, which can reduce poverty and alleviate
the worst excesses of inequality (the classical liberal perspective).

•

There is no 'real' poverty in developed countries like Australia, the USA or
the UK (the conservative perspective).

•

The real problem is not poverty but welfare dependence and the growing
underclass, which are caused by the welfare state policies ostensibly
designed to alleviate poverty and inequality (the neo-liberal perspective).

He notes mainstream poverty research in Australia is undertaken almost entirely
from the social democratic or traditional liberal perspective.

4

What do Different Groups, Including Decision Makers,
Think Should be Done about Poverty?

Responses to Poverty: Public Opinion and the Role of Government Spending
Studies of public opinion over time have tended to show Australians placing quite
a strong emphasis on government spending to reduce poverty.
National social surveys of attitudes to government spending on welfare provide
some insight into what the public think should be done about poverty (for example
Papadakis, 1990, 1994; Kelley and Bean, 1988; Graetz and McAllister, 1994). The
International Social Survey (lSSP) study in the mid-1980s, showed Australians
were overwhelmingly in favour of the government taking responsibility for
providing health care for the sick and a decent standard of living for the old. Over
half said the government should reduce income differences between rich and poor,
provide a decent standard of living for the unemployed and provide a job for every
one who wants one. In terms of international comparisons, Australians were more
in favour of these government interventions than Americans, but generally less so
than Europeans (UK, West Germany, Austria and Italy) (Bean, 1991: 80).
Unfortunately recent ISSP survey results have not been available.
Recent studies continue to show Australians believe that governments are able to
act to reduce poverty and give strong support to government spending to reduce
poverty. In Pusey's (1997) study of Middle Australia the majority felt the
government could do 'quite a bit' to reduce poverty (71.2 per cent), to reduce
unemployment (70.9) and to reduce the gap between rich and poor (59.6). In the
Western Australian survey (ACR, 1998) almost two-thirds said governments were
not doing enough to reduce poverty. The two major solutions to reduce poverty
were to create jobs and improve education. Respondents supported the importance
of maintaining a strong and compassionate welfare system 'in Australia: 62 per
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cent agreed that it is important to maintain a better welfare system in Australia
than there is in the USA. Focus group participants said they did not want to see
the level of poverty increase in Australia to the point where we have 'cardboard
cities' that they associate with some American and European cities.
A 1998 national survey for Uniya found 42 per cent of people in favour of
government increasing tax by one or two cents in the dollar to support families in
need. Some 36 per cent favoured the status quo while 18 per cent wanted spending
cut and taxes reduced, and the remainder did not indicate a preference (Baldry and
Vinson,1998).
Australian Decision Makers and Poverty Discourses

'Decision makers' comprise an important group whose views and understanding
can shape the future in critical ways. The views of decision makers becomes
especially important as, with increasing inequality, their different income and
lives are likely to have rendered them more out of touch with the struggles
associated with poverty and hardship as it exists now.
The views of Australian decision makers about poverty-related issues have not
been particularly explored by poverty researchers. However there are studies and
writings from which some comments of relevance can be gleaned. For example
Pusey's (1991) study of senior bureaucrats in Canberra in the 1980s, documented
the dominance of economic rationalism.
The dominant discourse among many of Australia's decision makers would seem
to be that of neo-liberal economic rationalism which assumes that, in principle,
economies and markets deliver better outcomes than states, governments and the
law (Pusey, 1998). There is policy debate about the supremacy of 'the market' and
the economy over 'society' and social well-being, with some attempts to return
the 'social' to a place of policy prominence (for example Argy, 1998; Australian
Economic Review, 1998).
Something of the debate between the economic rationalist approach and others is
illustrated in contrasting articles on equality in the Australian Business Monthly.
In writing of 'Equality: why we can't have it', Jonson (1995: 46 ) comments:
'Successful growth both requires and produces inequality'. He writes of state
assistance to those at the bottom reducing the incentive to work and encouraging
the milking of the welfare system and of creating a culture of dependency. An
accompanying but contrasting article, 'Equality: why we need it', questions the
economists of the right and quotes European research establishing that income
equality in a democratic society will in fact generate greater economic growth
(0' Reilly, 1995: 42).
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Mendes (1997) also considers these conflicting discourses and summarises the
New Right's critique of the welfare state and presents the opposing views of their
critics.
On the basis of recent national polls Eckersley (1998) suggests that many
Australians are identifying economic restructuring as a problem while
governments persist in seeing it as the solution to our situation.
The Understanding Poverty Study

The Understanding Poverty project aims to explore different perspectives in
Australian society on economic disadvantage and poverty. A central part of the
research will be listening to the ideas of people who are identified as being
particularly influential in the areas of economic and/or social policy. This will
involve up to 25 individual interviews with people in key positions in politics, the
media, business, unions and the wider community. We will also be holding some
20 focus groups with diverse groups across three states and in rural and urban
areas. These will involve small business, union, church and other groups.

5

Conclusions

Answers to the questions about the extent conceptions of poverty are changing
and what influences such changes remain elusive. Various writers identify key
factors of a changing context over the 1980s and 1990s, including the increase in
inequality between rich and poor, the impact of 'globalisation' on local economies
and the development and dominance of the discourse of economic rationalism.
Studies suggest both changes and continuities in conceptions of poverty.
The available studies also suggest divergence between the current policy emphasis
on small government - reduced government spending, deregulation and
privatisation - and public opinion. Research of public opinion shows resentment
expressed against government and big business and a belief that government could
and should be doing more to reduce poverty.
We hope that the next stages of the Understanding Poverty project will add to our
understanding of what poverty means to various groups of people in Australia and
contribute to the debate about how poverty can be reduced. Being informed about
the different perspectives of poverty current within the Australian society is an
important step to developing dialogue about, and action towards, the sort of
society in which we wish to live.
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The Persistence of Unemployment IS
the Work of Economists: Australian
Employment, 1983-1996
Rob Watts
School of Social Science and Planning
Royal Melbourne Institute of Technology

1

Introduction

From 1945 till 1974 Australia enjoyed 'full employment' -which meant that all
the men who wanted a full-time job could get one (Maddock and McLean 1987;
Quiggin, 1997). However, since 1975 the 'future of work' problem has become a
central focus of social anxiety (Rifkin, 1996). The unequal distribution of paid
work, a process marked by unemployment, a dramatic increase in part-time work
and a big increase in overwork now constitutes a central problem of social
organisation (Probert, 1995; Brosnan and Walsh, 1996; Whitehouse, Lafferty and
Boreham, 1997; Campbell, 1996). At the very least these changes contribute to an
increasingly unequal distribution of income (EPAC, 1995; Birrell, Maher and
Rapson, 1997; Borland and Wilkins, 1997 but compare Travers and Richardson,
1993).
Why has the employment problem proved so persistent a feature of the Australian
experience since the rnid-1970s? The conventional answers to this question have
included such factors as inflationary cost increases, unsustainable wage increases
(Department of Employment and Industrial Relations, 1983), the new Information
Technology (Jones, 1983), 'globalisation' (EPAC, 1986), the impact of economic
restructuring and changes in the design of work (EPAC, 1992; Freeland, 1995).
In this exploratory paper I explore the possibility that one other answer deserves
to be taken at least as seriously as any of these, namely the impact of certain
economic discourses which have informed national government policy over the
past two decades. In a context characterised by a considerable scholarly silence
about the matter of 'employment' policy, I begin with a critical overview of the
evolution of Australian 'employment policy' between 1983 and 1996.1 I ask how
the characteristic features of this policy came to the fore and suggest that these
By 'scholarly silence' I do not mean to ignore either the work of advocates for a full
employment policy like Langmore and Quiggin (1994) or Boreham, Dow and Leet
(1999) or of the few critical policy analyses like Bell (1997). I mean more the tendency
on the part of mainstream economists to ignore the question of employment as I show
here to convert the issues into the language of labour market economics.
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features are best explained by reference to the way governments and their
economic advisers have constituted the problem of employment since 1983. As I
show, Australian 'employment policy' since 1983 offers an exemplary case study
of the paradoxical quality of policy in a post-Keynesian state.

2

Australia's Employment Policy, 1983-1996

What have governments done in this period to achieve 'full employment'? In
comparison with the integrated 'full-employment' policy which arguably was in
place in Australia after 1945 (Smyth, 1995) the answer is, largely nothing.
Since the 1970s successive governments have effectively rejected the 'full
employment' policy mechanisms of the White Paper on Full Employment (1945)
(Whitwell, 1986; Ewer et al., 1991). Further, each of these governments has
subscribed to a new orthodoxy which has privileged fighting 'inflation first'. As
the Reserve Bank's Economic Research Group put it recently: 'A critical element
in any approach is the maintenance of a non-inflationary rate of economic growth
that is as steady as possible' (Debelle and Borland, 1998: 5).
Given this priority the primary task of government is to establish 'policy settings'
which will enable the market to generate economic growth which will in turn
generate jobs. Equally typically, governments take this to be a goal to be
achieved 'over time' (Accord, 1983 cited in Wilson, Thomson and McMahon,
1996: 30) or sometime off in 'the medium-future' (Australia, Prime Minister,
1994: i).
In this policy consensus 'employment policy' has actually been an evolving
amalgam of policies embracing:
•

fiscal policy involving deflationary or restrictionist fiscal policies as well as
significant restraint on public capital investment and infrastructure
investment arising eg., out of the Federal Government clamp down on
borrowing limits for state governments that began in the late 1980s;

•

governance policy including privatisation (involving asset sales,
outsourcing and private provision of infrastructure), corporatisation and
massive down-sizing of the public sector (Alford and O'Neill, 1994;
Castles, Gerritson and Vowles, 1996);

•

industrial relations policy leading to a progressive deregulation of a once
tightly regulated system of awards (Dabschek, 1995; Campbell and
Brosnan, 1998);

•

labour market policies and programs which identify maintaining job
readiness and improved skill levels on the part of the unemployed as their
core objectives (Bainbridge, 1997) ;
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•

education and training policies which target increasing the skill levels of the
school age population while actually disinvesting in education and training
(Bessant, 1997) ;

•

social security policy emphasising tighter income, assets, eligibility and
activity tests (Cass, 1988) ;

•

taxation reforms ostensibly designed to assist the 'battlers' but actually
lightening the load on high- and middle-income earners;

•

an industry policy based on low or no-tariff policies which has effectively
de-industrialised the economy (Capling and Galligan, 1991; Gruen and
Grattan, 1995).

To suggest that these elements constitute an unstable or contradictory policy mix
is something of an understatement (Bell and Head, 1994: 1-21). There have been
three chief consequences of these policies. All three of these effects have
arguably produced additional and concurrent unemployment effects.
(We
urgently need research to explore the extent to which government policies - on an
all-of-government basis - have actually amplified the unemployment problem).
The first effect has been to encourage and/or to oversee increased competitive
pressure on under-capitalised sectors of Australian industry like footwear, textiles
and clothing with a range of dis-employment effects. Secondly, it has led to
decisions by leading Australian industrial and financial companies to use the
additional share of income (capital) to either invest in labour-displacing
technologies and work redesign processes or to pursue aggressive off-shore
investment strategies. Finally, it has seen a reallocation of the share of national
income away from labour and towards capital, enhancing an increasingly unequal
distribution of wealth and income in which the unemployed become a significant
core group among Australia's families living in poverty (Birrell, Maher and
Rapson, 1997: 66-77; Harding and Richardson, 1998: 159-60).
Labour Market Programs

At the heart of anything that merits being described as Australia's employment
policy since the early 1980s have been a plethora of labour market programs.
Though some of these labour market programs have sought to 'create jobs'
(typically via wage subsidies to employers), most have focused on either skill
training or on maintaining the motivation and the 'job-readiness' of the
unemployed, and especially the long-term unemployed. The preference for labour
market programs for the unemployed rather than a 'full-employment' policy, has
camouflaged the refusal by governments to engage in an overly interventionist
industry policy or in job creation schemes (Boreham, Dow and Leet, 1999: 3-21).
Labour market programs (LMPs) were not invented in the 1980s. Every
government since 1973 had seen fit to implement them. Successive governments
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have embraced a commitment to labour market programs with ever increasing
enthusiasm but highly variable financial support. These programs have included:
•
•
•
•

training for the employed;
training for the unemployed;
education and training for aboriginal and Torres Strait Islanders; and
wage subsidies for the unemployed.

Until 1990, Labor governments showed a greater disposition to fund labour
market programs than the Fraser Government had done (Stretton and Chapman,
1990: 15). In 1975 there were six labour market programs which by 1986 had
swollen out to 35! (Stretton and Chapman, 1990: 25). These included: the
Participation and Equity Program (PEP), Priority One, Special Youth
Employment Training Program (SYETP), Jobstart, the Community-Employment
Program (CEP), Education Program for Unemployed Youth (EPUY), and the
Community Youth Support Scheme (CYSS). These programs, some of them like
CYSS, inherited from the Fraser Government (1975-1983), were apparently
designed to improve young peoples' access to the labour market. The premise of
this plethora of LMPs was that what the unemployed need is effective case
management, training or motivation and/or being kept 'job ready'. The 1985
Kirby Report seems to have imposed some discipline on a process that was
increasingly looking like the sorcerer's apprentice's broom.
The Hawke Government made much of its outlays in vocational and industry
training and labour market assistance to job seekers and industry that showed up
as nominal increases after 1986. At the same time and in spite of all the rhetoric
on this matter, Australia's performance in international perspective was actually
quite modest in comparison even with America which had a higher proportion of
LMP participants to the unemployment rate than Australia (Stretton and
Chapman, 1990: 3). Further these increases did not take into account the double
digit inflation rates; there was in fact a decline in real terms in Commonwealth
budgetary outlays on labour market training programs while the increases did not
match the growth in unemployment (Australia, Treasury, 1992: 287; EPAC, 1992:
13). In real terms total outlays on labour market programs declined as follows
from the high point of 1984-5 when the government spent $1.2 billion:
1985-96
1986-97
1987-98
1988-99
1989-90

-$0.9 billion
-$0.8 billion
- $0.67 billion
- $0.59 billion
-$0.52 billion (Stretton and Chapman, 1990: 15).

This pattern of diminishing investment in labour market programs proved
unsustainable in the face of the dramatic increase in unemployment after 1990.
Facing potential electoral defeat, the last years of the ALP Government were
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dominated by a spectacular exercise in 'employment policy' i.e. Working Nation
(Australia, Prime Minister, 1994)
Working Nation was released as a White Paper in May 1994. It preposterously
claimed direct descent from the original White Paper of 1945. It was certainly a
representative expression of the new policy consensus. As its Coalition successor
would do after 1996, the Labor Government expressed the hope that if
governments created the right environment (i.e. increased international exposure,
intensified local competition, more enterprise bargaining and renewed efforts to
remove bottlenecks and rigidities in the market (Australia, Prime Minister, 1994:
28-9) then employment growth would follow. Working Nation (1994: 17, 143)
asserted that a 'Non-Accelerating Inflation Rate of Unemployment' (NAIRU) was
bearable if the unemployed were 'more active' in looking for work! It also
preserved the OECD rhetoric of the 'active society' model, reinforcing 'the
community'S' concern about 'the insufficient effort by the unemployed to find
employment'! (Australia, Prime Minister, 1994: 125). Working Nation pointed to
macro-economic policy settings as the key ingredient.
Working Nation did not seek to promote an active job creation strategy. The
centrepiece of Working Nation was the Job Compact, a $3.4 billion initiative for
the long-term unemployed. This involved expanding Jobstart, Jobskills, LEAP
and NEIS, promising individual case management for the long-term unemployed
and a 'job placement' of 6-12 months for everyone over 18 who had been
unemployed for over 18 months and who were in receipt of Job Search or Job
Allowance. It was estimated that some 559 000 job placements would be made
available between July 1994 and July 1998. Jobstart was to offer employers a
wage subsidy and would build on the earlier wage subsidy aspect of Job Search
worth up to $230 a week for 26 weeks and which had between 1992-93 accounted
for some 150000 'commencements'.
The second major initiative was a training wage scheme which in effect offered a
wage below current award or enterprise wage levels. It was designed to apply
both to young people and to the long-term unemployed. It assumed a degree of
'real training' with an expectation that there be a qualification linked to the
Australian Vocational Certificate. This proposal was implemented when the
Australian Industrial Relations Commission ratified an agreement put to it by the
government and ACTU later in 1994-95. It provided for a rate of between $125
and $333 weekly and allowed for employers to add the subsidies to the training
wage rates. The effect was that for up to three months employers might pay as
little as $10 weekly for taking on each new employee.
As Campbell (1994: 18-21) notes, the big problem with the two proposals was the
lack of government control over the schemes. Even the Green Paper had
acknowledged that employers would use the opportunity to 'chum' the existing
work force over and replace them with new workers and that up to 85 per cent
substitution rates might be expected. The very real likelihood was that employers
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would be the net beneficiaries while the unemployed and those vulnerable
unskilled already in the work force would simply be 'churned over'. Six years
before Stretton and Chapman had suggested that:
... during periods of rising unemployment the efficiency
arguments for Labour Market Programs (LMP) have less
relevance, and there is a reduced potential for LMPs to affect
aggregate medium term employment prospects. Consequently
the equity arguments for LMP become relatively more
important during a downswing, although during such periods
the effectiveness of LMPs in assisting targeted groups into
employment will fail. As the pool of unemployed increases it
becomes more difficult for groups such as [the long term
unemployed] to compete for the scarce jobs. (Stretton and
Chapman, 1990: 57)
From the Unemployment Problem to the Problem of the Unemployed

The provision of labour market programs was broadly compatible with macroeconomic policy after 1986, essentially because it authorised the official line that
if there was an unemployment problem it was a problem of the unemployed.
These labour market programs have all relied on the premise that the unemployed
and especially the long-term unemployed are different from those in work, and
that those differences - usually in combination with a reference to the business
cycle - constitute a sufficient explanation for the persistence of unemployment
and/or the growth of long-term unemployment. Typifying this tendency is the
Task Force on Employment Opportunities (1994: ii) claim that 'the most deeply
disadvantaged' have 'poor living skills', as well as 'a history of substance abuse,
insecure housing, recent criminal records .. .'2
The ease with which this normalising discourse about 'welfare dependency' (also
known as 'the underclass') can be deployed is evident in the initiative announced
in Working Nation to develop an automated job screening instrument (1S1) to
enable the Commonwealth Employment Service (CES) and the Department of
Social Security (DSS) to establish an objective and measurable index of 'at
riskness' (DEETYA, 1996: 6-7). The 1S1 model typifies the policy commonsense of the 1990s. Being over 50, coming from a non-English-speaking
background, indigenous status, having a disability, and manifesting literacy and
numeracy problems all helps to explain why these people are unemployed! At the
least 'they' lack skills, motivation and job readiness and these can be rectified by
2

Like a lot of such research the sample used by the Task Force on Employment
Opportunities is illuminating; the researchers interviewed project workers and two
groups of 'experts'. It is always much more comforting to interview experts who already
know what the research team wants to 'discover'
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a combination of training and labour market programs which will instil skills,
promote job readiness and a desire for work.
Though it was hardly a new discursive invention, the metaphor of the
'underclass' i.e. 'long-term unemployed' who were also drug addicts, homeless or
criminal became a staple part of government pronouncements on the problem of
'welfare dependency'. Many workers in the social and community services
industry have proved able and eager to add their own middle-class fantasies to this
discourse, while some social scientists have also demonstrated a readiness to
produce objective scales of 'at riskness' so to validate what remains an essentially
discursive fiction - albeit one with very real consequences (Rutter, Giller and
Hagell, 1998).
Given that since 1974-75 each Australian Government has affirmed its
commitment to 'full employment' how are we to explain the way Australia's
actual employment policy has evolved? Two distinctive features of the neoclassical paradigm suggest why governments have not promoted a full
employment project and why they have preferred instead to explain
unemployment in terms of the individual deficits of the unemployed.
The NAIRU and Economic Discourse, 1983-1996

Since the late 1970s, Australian Governments and the major political parties have
operated within a discursive context which, to borrow from T.S. Kuhn's model of
'scientific revolutions' (1969) constitutes a new period of 'normal policy'. This
'normal policy' is characterised by substantial bi-partisan policy consensus about
the problems and the options policy makers face. The terms of this 'normal
policy' were largely set through the Fraser years (1975-1983) and in the first
seven years of the Hawke-Keating government (Pusey, 1991). In broad terms that
require careful specification this policy framework was about the economisation
of politics (Cockett, 1995).
As is now well established, economics underwent a major paradigm shift in the
1960s and 1970s leading to the recrudescence of features central to the neoclassical tradition which had been partially blanked out during the period of
ascendancy enjoyed by the Keynesian neo-classical synthesis (Whitwell, 1986).
This paradigm shift had a good deal to do with the 'discovery' that most of the
western economies from the mid-1960s, and in Australia after 1974, were
experiencing historically high levels of unemployment in conjunction with
increasing inflation. In Australia as elsewhere, policy makers listened increasingly
to economic advice that reflected the paradigm shift. The years since 1974-75
saw increasing credence given to 'monetarist' explanations for unemployment and
slowing down of productivity growth.
Monetarist analyses in their pure form (Barratt-Brown, 1989) proposed that the
combination of increasing inflation and unemployment (called 'stagflation) was a
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consequence of an oversupply of money (M3) caused by government deficits and
high wages. Lurking behind this analysis was a more overtly political claim that
the normatively 'efficient and rational' marketplace was being distorted by:
•

excessive union power pressing for 'ruinously' high wages (Gregory,
1979);

•

an overly centralised Industrial Relations system;

•

excessively high income tax rates;

•

unnecessary state interference via various regulatory regimes; and

•

excessively high income support benefits and/or an overly 'passive' social
security system.

These factors all affected the capacity of the labour market to achieve maximum
allocative efficiency and growth. What was needed was some tough 'policy
medicine' designed to allow the market to correct itself without undue
interference by unions and governments. Dropping wage rates and reducing
government expenditures and tax revenues would promote non-inflationary real
economic growth and increase employment.
Business and the Coalition parties hardly needed any persuading of these truths.
More surprising was the extent to which monetarist arguments found increasing
favour among both union leaders and the new ALP leadership built up by Hayden
and then Hawke (Stilwell, 1987; Ewer et al., 1991; Watts, 1996). The Accord
Mark I involved a modified monetarist strategy which accepted the need for wage
cuts or restraint coupled to a growth strategy which would arise 'naturally' as
capital invested its increased share of income in growth and jobs, with non-wage
compensation for workers through increases in the social wage and the power of
the unions tied down through a form of social contract with a new Labor
government.
Pusey's (1991) influential account of the rise of 'economic rationalism' after 1970
probably overstates the coherence of the policy framework located within the
policy community, while underplaying the persistence of residual Keynesian
practices and assumptions. Equally, there is little doubt that public policy in
Australia has increasingly exhibited an amalgam of monetarist and 'public choice'
theory prescriptions, glossed by talk of modernisation and the imperatives of
globalisation and inflected with elements either of social democratic rhetoric
between 1983-1996 or 'economic libertarian' rhetoric since 1996.
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Economists Explaining Unemployment

The narrow focus of the neo-classical economic analysis of unemployment along
with its highly politicised emphases, are surely some of the most remarkable
features of the contribution made by the 'dismal science' to public policy. We
may take as representative of this admittedly broad church paradigm the rolling
reports on Australia's economy produced by the INDECs team of economists led
by Barry Hughes (INDECS, 1989 and 1995) and the papers delivered at a
Reserve Bank Conference in mid-1998 (Debelle and Borland).
This model stresses that
•

economic growth and, in particular productivity increases, as the key
macro-economic indicators of the prospects for employment growth;

•

the detrimental effects of excessive wage increases because of their
negative effect on inflation and unemployment rates;

•

the problems excessive welfare benefits create for clearing the labour
market of excessive labour supply; and

•

the problems which deficient skill levels and motivational attitude create for
policy makers intent on fixing the unemployment problem.

Whatever their own caveats, 'commonsense economic' analysis tells us firstly that
other things being equal, Okun's 'law' is a roughly useful account of the
relationship between economic growth as measured by increases in Gross
Domestic Product and the employment rate. That is :
... the national unemployment rate would fall over the course
of a year by one percentage point for every three percentage
points by which annual GDP growth exceeded a certain level
[and that] ... with revision Okun's Law is still useful in
Australia. (INDECS, 1989: 80)
This depends - so they say - on the following assumption: 'Clearly the faster GDP
growth is, the greater -other things being equal- will be the employment growth
used to produce the extra output' (INDECS, 1989: 80). On this basis it has
become part of the conventional wisdom to suggest that productivity growth in
Australia (minus the farm sector) and across the OECD more generally averaged
out at 2.5 per cent to three per cent yearly until 1974 then declined until in the
second half of the 1980s it nearly stalled.
Why did this productivity slump occur? While there are fine points of
controversy among economists about why the productivity slow down took place,
the hard core of the neo-classical analysis rests on assumptions made about a
'natural rate of unemployment' (or a non-accelerating inflationary rate of
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unemployment, known as NAIRU). These assumptions usually inform the claim
that large real wage increases had induced a spiralling inflation problem
effectively pricing labour out of jobs and provoking employers to replace labour
with new more capital intensive technologies.
Until 1960, the orthodox view had been that an economy might generate inflation
or unemployment separately, but not together. (The Phillips curve summarised
this Keynesian article of faith. Phillips, 1958 proposed an inverse relationship
between the rate of change of wages - or prices - and the unemployment level.
For example high rates of unemployment would lower the rate at which labour
could be sold because it was a labour buyer's market rather than a labour sellers
market.) In the face of evidence of persistent inflation and the first evidence in the
USA and Canada e.g. of increased unemployment in the mid- to late 1960s,
Milton Friedman (1962; 1974) and E.S. Phelps (1967) set loose a powerful new
orthodoxy aimed at discrediting the older Keynesian orthodoxy about the value of
pump priming by expansionist techniques - like deficit budgets.
Friedman-Phelps argued firstly that within an economy already exhibiting
inflation, people would hold expectations about the coming inflation rates leading
workers and unions to pursue wage increases to protect themselves against
inflation. This would have two simultaneous effects: it would drive up prices (Le.
it would be inflationary) and it would promote increased unemployment or what
quickly came to be referred to as 'stagflation'.
They concluded in such a setting that any attempt to restore full employment by
expansionary techniques could only worsen both inflation and unemployment.
The only viable course of action was not to go past what they called the 'nonaccelerating inflationary rate of unemployment' (or NAIRU) (Friedman, 1974).
In effect the solution they preferred, because they judged inflation to be the more
serious of the problems, was to let increasing unemployment cool the economy off
by letting rising unemployment restrain inflation. In the Friedman-Phelps
scenario the NAIRU became the central point of analytic leverage. That is, where
unemployment was below the natural unemployment rate, inflation would
increase; where unemployment was equal to NAIRU, inflation would be constant
and only where unemployment was higher than NAIRU would inflation diminish
over time. Friedman took the extra step of advising government confronting
demands to 'fix' unemployment, inflation or whatever, to do nothing and to let
market forces produce the correction over time: at least Australian governments
have never felt able to take this advice.
In Australia from 1983, the ALP Government acting on advice from Keynesian
expansionists (like Hughes) took the view that they could manage both inflation
and unemployment through a combination of modest expansionary techniques and
a robust policy of wage restraint which slashed the real unit labour costs through
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the 1980s in return for some modest increases in what became known as the social
wage i.e. the totality of social expenditures (Rimmer, 1987: 78-120).3
While the 'new guard' of 'progressive' economists asserted that they did not
accept the theoretical underpinnings of Friedman-Phelps or their policy
prescriptions, the arguments and the effects of the economic advice being offered
to the new Hawke-Keating Government after 1983 was barely distinguishable
from that position. Hughes acknowledges this in his account of the economic
policy framework that was central to the Accord Mark I strategy:
'" the reflective thinking of the new guard involved a vision
of economic processes that led to outcomes similar to
Friedman-Phelps, even though they rejected the latter's'
theorising and held to the outcomes with far less mechanical
determinism ...The distinct parallels are clear. Too good a set
of economic circumstances can generate inflation... On this
alternative view... there remains a role for some pivotal or
balanced set of economic circumstances akin to the NAIRU
or the natural rate of unemployment, under which neither
unions nor employers hold the whip hand of bargaining power
(INDECS, 1990: 61-2)
As an advocate of expansionist policies Hughes accepts that:
3

The first two years of the Hawke Government saw a commitment to the low
inflationlhigh employment strategy. Between 1983-86 a high level of growth was
supposed to soak up the bulk of the unemployed. Annual growth rates of five per cent
plus were achieved until 1986. A lot of attention was given to the goal of achieving 1.5
million 'new jobs', a target eventually achieved by 1987-88. At this stage Keyensian
style job creation programs were not disavowed. The 1983/84 Budget contained new
employment initiatives such as the Community Employment Program (CEP). The CEP
was touted by the Federal Government as a major employment-creating initiative
expected to generate up to 40 000 jobs by mid-1984. In the financial years 1983/84 and
1984/85 the Commonwealth Government spent $2.3 billion on employment training,
services and programs (Stretton and Chapman, 1990: 15). It would seem that rural
aboriginal communities were the main beneficiaries of CEP .
The combination of direct stimulatory measures and a return to high growth rates
appeared to work. Between 1982 and 1990, Australia enjoyed a 22.7 per cent rate of
employment growth (EPAC, 1992). However, few Government Ministers cared to point
out that most of this growth took place in full-time casual work (+90.1 per cent), parttime casual (+82.6 per cent) and part-time permanent (+62.6 per cent) while full-time
permanent work only increased by +14.5 per cent (Campbell and Brosnan, 1997: 8).
Many of these jobs would later be lost in the 1990-91 recession. The apparent
restoration of employment masked the beginnings of a major restructuring of the labour
market in which the disintegration of full-time employment, the installation of
precarious employment, and an increase in both long-term unemployment and
'overwork' marked the beginnings of an increasingly unequal distribution of paid work
and of earnings (Brosnan and Walsh, 1996; Dawkins, 1996; Borland and Wilkins, 1997;
Whitehouse, Lafferty and Boreham, 1997).
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... while the restrictionists (ie., the monetarists) of the 1970s
have won the battle to establish real wage variation as an
important practical determinant of employment changes they
may have been proven right for the wrong reasons. (INDECS,
1999: 86)
In effect the new leadership of the ALP after 1978 accepted the substitution
argument (Rimmer, 1987). The substitution argument claimed that excessive
domestic wages or wage breakouts manifested in a rapid rise in the mid-1970s and
again in the early 1980s in 'real labour costs' produced a 'real wage overhang' or
excessively high 'real unit labour costs' (RULC) which business dealt with by
dumping labour in favour of new technology and/or by extracting more
productivity from a diminishing work force and/or by replacing full-time jobs
with part-time jobs. INDECS concludes typically:
It is now generally agreed that real wage movements have an

important role to play alongside the expansionists demand
factors in explaining the path of employment in relation to
output. A rise in the RULC index seems to be associated with
rather larger than usual increases in labour productivity, while
falls in the index have been accompanied by stronger jobs
growth than the output record alone would suggest.
(INDECS, 1990: 87)
In the late 1990s, Debelle and Vickery reaffirm the basic point that if
... the aggregate real wage is too high the unemployment rate
will be permanently above its desired level... slower real
wage growth of 2 per cent below trend for one year could
result in a permanent reduction in the unemployment rate of
about one percentage point. (Debelle and Vickery,1998: 235)
Within the terms provided by this discourse, economists continue to claim that
unemployment has remained a persistent feature of the Australian labour market
because of the costs associated either with excessive labour costs (i.e. increased
wages) or with 'excessive' welfare benefits.
From Stigler on economists have claimed that more generous unemployment
benefits provided the unemployed with the financial latitude to spend more time
searching for jobs and indeed acted as an incentive to the unemployed to do so. In
his account of the successes of the US labour market Katz (1998) allows that:
The US labour market has been characterised by less
generous and shorter duration unemployment benefits, less
union and government influence and fewer onerous
restrictions on hiring and firing than experienced by other
OECD economies for many decades. This translated into
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higher unemployment than experienced by other OECD
economies prior to the 1970s and has been associated with
relatively low unemployment in the 1990s. (Katz, 1998: 15)
The possibility that this difference between the US employment rate and the rest
(including Australia -which has seen the Coalition Government casting envious
eyes across the Pacific) may be entirely explained by the effect of the staggering
increase in the US prison population that began to manifest in the 1990s has
apparently not occurred to too many economists (compare with Quiggin in
Debelle and Borland, 1998: 205).
Running in parallel with that argument a more insidious argument focuses directly
on the alleged deficiencies of the unemployed. This argument depends heavily on
the longstanding methodological individualism of the neo-classical tradition.
The Deficiencies of the Unemployed

The neo-classical tradition (and its particular expression in 'labour market
theory'), produces an insistent preoccupation with the alleged individual
capacities, dispositions and deficits of the job seeker (or of 'the unemployed').
This preoccupation is an organic expression of the methodological and ontological
'individualism' of the neo-classical tradition. This has meant that representative
neo-classical economists (and even 'progressive' economists like Gregory, 1997:
223-4) frequently conclude their analysis of the unemployment problem by
converting it into a problem of the unemployed.
The neo-classical tradition has always assumed the centrality of the market. Neoclassical economists have long been accustomed to analysing the market as if it
were simply the sum of individual decisions taken by 'rational economic actors'
(as well as a small number of the factors said to influence the job seeker or
employee's capacity to get a job). In the neo-classical tradition markets are made
up of individuals who are driven by individual desires, exercise their rationality
and deploy individual endowments all the while exchanging commodities and
services so as to maximise their own 'utility' (or 'happiness' or 'welfare'). The
anti-social prejudices of this tradition are writ large in the primacy it accords to ahistorical individual consumer choices and in the way it privileges a theoretical
narrative about exchange relations between 'individual' owners of resources (like
labour or capital). Simons' classic account of income is defined e.g., as the:
'algebraic sum of (i) the market value of rights exercised in consumption and (ii)
the change in the value of the store of property rights between the beginning and
end of the period' (Simons, 1938: 50; emphasis added).
The entire edifice and the credibility of neo-classical economics depends on an
asocial model of 'rational economic man'. In one stunning vindication of the
continued reliance of such analyses on the model of the rational utility
maximising individual, Debelle and Vickery (1998: 249) assert that:
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The labour supply or participation rate equation can be
derived from an aggregate version of the individual's
labourlleisure choice in which labour supply is determined by
the wage, the prices of goods in an individual's consumption
basket and non-wage income. An individual will supply
labour, provided that the pay-off from accepting employment
exceeds their reservation wage. (Debelle and Vickery, 1998:
249)
Prychitko adds that:
... neo-classical economics provides a formal theory of
rational choice, which assumes away questions of ignorance
and uncertainty (at best, agents are modelled under conditions
of 'risk' which collapses into a certainty equivalent), time
(time is treated as a parameter rather than a flow of
consciousness) and social-institutional change (at best
economists engage in comparative statics, studying the
movement from one equilibria to another). (Prychitko, 1995:
1)

Neo-classical economics rest its entire theoretical credibility on a version of
methodological individualism - which Prychitko calls a 'naive individualism'.
Each agent is an 'isolate' with their preferences and constraints simply given. As
EPAC points out:
A great part of economic, social and political analysis focuses
on the role, responsibilities and rights of individuals ... this
makes sense as our society and economy are based on rights
of individuals, and it is their behaviour which is important for
how the economy and our society operates. (EPAC, 1995: 27)
Curiously, personal relationships between economic agents are presumed not to
exist, for if they did the system would possibly fail to achieve its optimal state; in
this version, the individual merely reacts to the given state of the world; the
meaning of the individual's acts for the actor is ignored or obliterated entirely.
Yet the individualism of the tradition can become alarmingly abstracted. When
pressed, key figures have been prepared to ditch the actual ontologically and
socially grounded person. Pareto put it with his characteristic brutality when he
said that 'the individual can disappear, provided he leaves us this photograph of
his tastes' (1971/1927: 120) Hahn more recently is even more exemplary;
Traditional equilibrium theory does best when the individual
is of no importance - he is of measure zero. My theory also
does best when all the given theoretical problems arising from
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the individuals mattering do not have to be taken into account.
(Hahn, 1973: 330)
Individual dispositions, their desires and attributes take on special significance
given the centrality of the exchange relationship and the choices individuals make:
... about the type of occupation they wish to pursue, whether
they wish to pursue high incomes or job satisfaction or status
... and between the amount of work and leisure they
undertake. They are also able to exercise choices related to
their time preferences ... (EPAC, 1995: 23)
In the neo-classical tradition there is no space for a theory of social classes, a
theory of unequal power or the actuality of social inequality." There is also no
interest in the actual plurality of social relationships or diverse logics of social
action experienced by real people; the only 'object of desire' is the strategic,
egoistic, utility-maximising competitive individual. Individual outcomes and
dispositions alone matter.
Those who work within this paradigm are discursively incapable of asking
questions about the role and dispositions of those with the power of decisionmaking in terms of investment and job creation either in the corporate business
sector or in the public sector. This refusal is accompanied by an inability or an
unwillingness to think carefully about the interconnections within any complex
society that might shed a different light on certain commonsense 'economic'
claims.
It is not surprising then to find contemporary economists explaining persistent

unemployment in individualistic terms. Economists, for example, have found it
useful to argue that the ' ... erosion of skills of the unemployed and loss of
motivation reducing their attractiveness to employers' (DEET, 1995: 6), may
explain the persistence of unemployment. That this may say more about the need
on the part of economists to resolve the cognitive dissonance confronting
economists and their 'theory' posed by the co-existence of high unemployment
and high levels of economic growth cannot be disallowed. Whatever the reason,
governments have taken comfort from this 'finding'; they have also not been slow
to use public concern about 'dole bludgers' mobilised by ever-vigilant media
personalities into recurrent 'moral panics' or to enlist the backing of the welfare
industry long-wedded to 'victim-blaming' discourses (Ryan, 1976). Labour
market programs have been the chief means whereby successive governments
have discursively reconstituted the problem represented by the persistent growth
in the numbers of the unemployed. Redefining the problem as the problem of the
4

This explains the curious inability of welfare economics to produce robust explanations
of why income inequality exists since there is no theory of income inequality apart from
differential pricing of resources and goods (Hollander, 1987: 93-7).
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unemployed has been successfully represented for the past decade or more, as an
answer to the unemployment problem (e.g. Dean, 1997).
This constitution of an unemployment policy has in fact taken the form of a
preoccupation with making policy for the unemployed. This has relied on a
deficit model account of the 'unemployed' which identifies 'their' lack of skills,
job readiness, flexibility or motivation as the essential problems for which labour
market programs are the most appropriate response.

4

Conclusion

The economisation of politics has had one result since the 1980s, namely a bipartisan policy discourse, constituting a new period of 'normal policy' in which
market forces have been given the responsibility to address the problem of
(un)employment. In this period, governments have redrawn 'traditional' statemarket boundaries, pursued mostly deflationary fiscal policy, aggressively
deregulated the finance and labour markets, and undertaken a privatisation project
involving massive asset sales, outsourcing of government services and the
creation of quasi-markets, all policy measures designed to free up 'market
processes'. These elements of policy have in aggregate amounted to a multifaceted 'employment policy'. This contributes a good deal to the actual and
paradoxical effect that government 'employment policy' has undoubtedly
exacerbated the unemployment problem, though quantifying this effect will prove
a difficult task. Equally economists, working on the basis of highly political
assumptions of neo-classical economics have facilitated the redefinition of the
'problem of unemployment' into a 'problem of the unemployed'.
It is not surprising that since the 1980s, Labor Governments (and now the

Coalition Government) have rejected any commitment to actively securing 'full
employment' . Governments have firstly abandoned capital investment activities
through long-term investment in physical and social infrastructure, in part by
arbitrarily redefining capital investment in public assets as 'debt' and in part as
they cut recurrent expenditures to produce budget surpluses; the Hawke
Governments of the mid-to-late 1980s turned in some of the largest budget
surpluses in Australia's history.
And they left the mounting unemployed residuum to 'the market' which will 'fix'
the problem. Successive governments have refused to develop either an integrated
understanding of what is happening or an integrated policy response that might
either protect the victims of what is a massive restructuring process or develop
policy approaches that might create new employment opportunities. Governments
have found it expedient to identify the unemployed as the cause of the
unemployment problem. This reflects a major (and thus deeply worrying) misreading of the causes of unemployment while its utility as a political strategy
designed to deflect attention away from the actual causes cannot be doubted.
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