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Executive Summary

Under the Fair Work Act 2009, the minimum wages objective requires Fair Work Australia to establish and
maintain a safety net of fair minimum wages, taking into account, amongst other factors, promoting
‘social inclusion through increased workforce participation’. This is also a requirement of the modern
awards objective. This paper reviews the concept of social inclusion and, in particular, the relationship
between social inclusion and workforce participation.

There is no universal or generally accepted definition of either social inclusion or exclusion. Based on how
the term has been used, social inclusion could be broadly understood as the process or means by which
individuals and groups are provided with the resources, rights, goods and services, capabilities and
opportunities to engage in cultural, economic, political and social aspects of life. The concept is still
relatively new to Australia, although its significance to research, policy and legislation is growing.

A number of dimensions of social exclusion, beyond exclusion from the labour market, have been
identified. Individuals can be affected by multiple and overlapping dimensions of exclusion and some
researchers argue that social inclusion should not be confined to a context of paid employment. In this
paper, workforce participation has been discussed, as one aspect of social inclusion, in relation to its
impacts on other dimensions of social inclusion. Paid work is considered to promote social inclusion by
increasing people’s resources (such as income, access to goods and services and human capital),
developing their social networks and support, and improving their mental and/or physical health. On the
other hand, some aspects of some work (e.g. underemployment, low pay, and long working hours, lack of
access to training and career paths) may hamper a person’s opportunities to fully participate in society, as
they may provide a worker with an inadequate income, interfere with their capacity to build and maintain
human capital and social connections, or affect their health.

A range of indicators could be used to assess the extent and progress of social inclusion/exclusion. In
relation to the labour market, possible indicators outlined in this paper include labour force participation
(including the participation of particular groups), the long-term unemployment rate, people living in
jobless households, and income adequacy. Since the concept of social inclusion is relatively new to
Australia, key indicators are expected to be further refined.

Researchers have not explicitly focused on the links between minimum wages and social
inclusion/exclusion, although there have been numerous studies with respect to the relationship between
minimum wages and various dimensions of social inclusion/exclusion, including participation in the labour
market and income. Minimum wages would be expected to raise the income from working, and therefore
the financial incentives for people to take up employment or increase their hours. Minimum wages are
also designed to restrict the degree of wage inequality and exploitation by reducing the power imbalance
between employers and vulnerable groups in the workforce. However, there is mixed evidence as to
whether these benefits are mitigated through a fall in labour demand. Minimum wages could also be seen
to promote social inclusion through providing a safety net for workers.
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1 Introduction

Fair Work Australia (FWA)—more specifically the Minimum Wage Panel—is required by the Fair Work Act
2009 (FW Act) to set and vary minimum wages. Under the FW Act, the minimum wages objective requires
FWA to establish and maintain a safety net of fair minimum wages, taking into account, amongst other
factors, ‘promoting social inclusion through increased workforce participation’ (FW Act 5.284). section 134
of the FW Act (modern awards objective) also requires that FWA ensures modern awards provide a fair
and relevant safety net taking into account ‘the need to promote social inclusion through increased
workforce participation’.

‘Social inclusion’ is mentioned in the Object of the Act, which ‘is to provide a balanced framework for
cooperative and productive workplace relations that promote national economic prosperity and social
inclusion for all Australians ..." (FW Act s.3). ‘Social inclusion” is not defined in the Act.

This paper reviews the concept of social inclusion, and in particular examines the relationship between
social inclusion and workforce participation as specified in the legislation.

The first section of this paper provides an outline of the origins and development of the concept of social
inclusion. While this paper has been framed in terms of ‘social inclusion’, the discussion that follows
necessarily encompasses ‘social exclusion’. The relationship of these two concepts is briefly explored in
section 2, which discusses some of the definitions that have emerged and what these encapsulate. section
3 identifies various dimensions of social exclusion. Drawing upon these dimensions, section 4 discusses
how participation in the workforce may facilitate social inclusion, but also looks at employment-related
factors that may inhibit inclusion. section 5 presents various indicators of social inclusion/exclusion,
focusing in particular on indicators relating to the labour market. The final section focuses on the
relationship between minimum wages and various dimensions of social inclusion/exclusion, including
participation in the labour market and income.

1.1 Background on the emergence and use of the concepts of social inclusion
and social exclusion

Social exclusion® has become one of the most important frameworks for conceptualising ‘the interrelations
between economy and society under conditions of social change’ (Daly & Silver 2008:538). It has a range
of theoretical origins (Daly & Silver 2008; Hills et al. 2002 in Hayes, Gray & Edwards 2008; Scutella, Wilkins
& Horn 2009). The term social exclusion first emerged in the 1970s in France in reference to groups of
people not covered by the social insurance system (Silver 1994), that is, ‘administratively excluded by the
state’ (Burchardt, Le Grand & Piachaud 1999:228).% In the 1980s the French Government began speaking
of exclusion in reference to what was termed the ‘new poverty’ of long-term unemployment along with
weakened family and social ties. A wide range of new social programmes aimed at fostering ‘integration’

1 The use of the concept ‘social exclusion’ preceded that of ‘social inclusion’, and the literature around the term is more developed.
Therefore, the discussion in section 1.1 focuses primarily on social exclusion.

2 The term is attributed to Rene Lenoir, then Secretary of State for Social Action.
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were introduced in response. In the 1990s the concept developed a spatial application, referring to
disadvantaged outer suburbs, with social programs being developed to combat "urban exclusion’.

The idea of social exclusion spread quickly through Europe in the late 1980s and 1990s, with countries
such as Germany, Denmark, Portugal, Italy and Belgium, and later the United Kingdom and Ireland,
establishing policies, institutions and programs to tackle social exclusion (Daly & Silver 2008; Silver 1994).
However, the concept is most prominently linked with the European Union (EU). In 1989 the European
Community’s Council of Ministers of Social Affairs passed a resolution to fight social exclusion and to
promote integration (Silver 1994). The concept was used during the 1990s as a theme in a range of EU
anti-poverty programs and research, including efforts to harmonise relevant data across member states.
During that time the concept became tied to wider discussions of social and economic issues in Europe
(Room 1995).

The EU established an Observatory on National Policies to Combat Social Exclusion, which was responsible
for examining social exclusion policies throughout European countries (Jones & Smyth 1999). At the Lisbon
Summit in 2000, when the EU set objectives for economic and social development, social exclusion was
adopted as a ‘social policy flagship’ (Daly & Silver 2008) and the ‘Social Inclusion Process’ was established
to foster national strategy development and policy coordination between member states. Through this
process the EU provides guidance and promotes the involvement of stakeholders in policy making, as well
as providing a common framework against which achievements and policies can be compared and
evaluated (EC 2009). Poor performance of the European economy and slow progress towards the
objectives and targets by member states led to the second phase of the Lisbon Strategy (2005-10) having
a more narrow focus on growth and employment (Buckmaster & Thomas 2009). One priority area became
‘active inclusion’, promoting the labour market integration of the most disadvantaged groups capable of
working (EC 2009).

A policy model that has emerged within this context is that of ‘flexicurity’. It first appeared in European
academic discourse in the mid-1990s, addressing social and economic policies in general and employment
policies in particular. The European Commission (EC) has become a proponent, with flexicurity playing a
role in the revised Lisbon Strategy (EC 2007; Keller & Seifert 2009; Keune & Jepsen 2007; Madsen 2002).
It is considered an attempt to turn around highly regulated declining welfare states in Europe into high
performing states without compromising the European social model (Larsen 2008:2).

The European Commission defines flexicurity as ‘a comprehensive approach to labour market policy, which
combines sufficient flexibility in contractual arrangements—to allow firms and employees to cope with
change— with the provision of security for workers to stay in their jobs or be able to find a new one
quickly, with the assurance of an adequate income in between jobs’ (EC 2007:10). In Denmark, where
flexicurity was first introduced in the mid-1990s, the model consists of government policies which provide
income support, retraining and life-long learning systems, with a view to balancing the need for
workplaces to be flexible against the needs of workers for employment security (Auer & Lansbury 2009).
(See Appendix 1 for further details).

In the United Kingdom the term social inclusion was used in the non-government sector and academic
research during the early 1990s in order to broaden the understanding of poverty. Following its election in
1997, the Blair Government established a Social Exclusion Unit within the Cabinet Office Jones & Smyth

www.fwa.gov.au Research Report 2/2010 V2 February 2010 6




Literature review on social inclusion and its relationship to minimum wages and workforce participation

1999) and moved quickly to introduce a number of key policy initiatives in areas such as education, health,
employment and housing. As an example, the Sure Start program commenced in 1998 and responded to
the multidimensional nature of social exclusion by integrating services such as early education and
childcare, support services for parents (including employment services), and child and family health services
within Sure Start Children’s Centres (DCSF 2009).

Beyond Europe, the concept of social exclusion emerged in Asia during the mid-1990s (Sen 2000), at
which time the International Labour Office launched a research program based around this area (Jones &
Smyth 1999). More recently, it has been taken up in policy discussion in South America (Daly & Silver
2008), and in Australia.

1.2 Social inclusion in Australia

In the late 1990s Jones and Smyth (1999) wrote a paper exploring the concept of social exclusion and its
potential as a framework for social policy analysis in Australia. Since then use of the concept has grown
among academic researchers in Australia, as well as in the community sector. For example, by 2004 the
Brotherhood of St Laurence was using it as a major framework to structure its research and programs.®

Several state governments have adopted the concept:

= |n 2002 the South Australian Government established a Social Inclusion Initiative, closely following the
UK Government approach; however, using the term ‘inclusion’. The Initiative is supported by a Social
Inclusion Unit within the Department of Premier and Cabinet as well as a Social Inclusion Board to
advise the Government. The Social Inclusion Commissioner (who is currently also the Chair of the
Board) oversees the implementation of all social inclusion programs and is responsible for steering a
coordinated approach to social policy development and service delivery. The Commissioner attends
Cabinet meetings and regularly reports to the Premier (Buckmaster & Thomas 2009; Government of
South Australia 2009).

= |n 2004 the Australian Capital Territory Government published ‘Building Our Community—The
Canberra Social Plan’, with the Government providing for the establishment of a Community Inclusion
Board and Community Inclusion Fund (ACT Government 2004).

= |n 2005 the Victorian Government launched its A Fairer Victoria policy framework for addressing
disadvantage and creating opportunity. This is consistent with a social inclusion approach, although not
explicitly developed in this context (DPC Vic 2005).

* |n late 2008 the Tasmanian Government appointed a Social Inclusion Commissioner who is supported
by a Social Inclusion Unit and reports to the Premier as Minister responsible for social inclusion.

3 The Brotherhood of St Laurence Annual Report 2003-2004 details a range of research projects using the concepts of social inclusion or
social exclusion as a conceptual framework (Brotherhood of St Laurence 2004). Some examples of early publications using or exploring
the concept of social exclusion include: Barraket 2005; McLelland 2005; Taylor & Fraser 2003; Waterhouse & Angley 2005.
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Following a consultation process, a social inclusion strategy for the state was released in September
2009 (Adams 2009; DPC Tas 2009).

Social inclusion as a concept has gained prominence under the current federal government.* A broad
social inclusion agenda to address disadvantage and maximise participation was promoted as part of its
2007 election policy platform, with one election policy document stating, ‘Workforce participation is a
foundation of social inclusion; it creates opportunities for financial independence and personal fulfilment’
(ALP 2007:3). After being elected, the Deputy Prime Minister was sworn in as Minister for Social Inclusion
(ALP undated) and the federal government established the Australian Social Inclusion Board (ASIB) to act
as the main advisory body in the area, as well as a Social Inclusion Unit (SIU) in the Department of the
Prime Minister and Cabinet (Australian Government 2009b).

The use of the term social inclusion in the Fair Work Act 2009 signifies the growing importance of the
concept to Australian policy. Future policy developed in Commonwealth agencies will be required to use
the social inclusion method of policy design and delivery through a ‘toolkit’ which aims to ‘help in the task
of translating social inclusion principles and priorities into the daily practice of government and public
administration’ (Australian Government 2009a:foreword).

According to Scutella, Wilkins and Horn (2009), the integration of social inclusion and Sen'’s capabilities
approach have been influential in directing the social inclusion agenda in Australia, including within the
federal government's SIU.> In summary, the capabilities approach is concerned with an individual’s
freedoms or ‘the capabilities ... he or she enjoys to lead the kind of life he or she has reason to value’ (Sen
1999:87). According to this approach poverty is considered to be a deprivation of such capabilities rather
than simply having a low level of income. However, Sen acknowledges that income is ‘an important means
to capabilities’ (Sen 1999:89), with its impact on capabilities varying across communities, families and
individuals and being contingent on factors such as age, gender and location.

Place and location have also been significant to the understanding of and response to social exclusion in
Australia. Atkinson made the point that exclusion may be a ‘property of a group of individuals rather than
of individuals’ (1998:14) and therefore manifest at a community level (geographic or social community). In
Victoria, the Government has been attempting to address locational disadvantage through place-based
initiatives such as Neighbourhood Renewal and Community Renewal. The spatial dimension is also
reflected in the Australian Government’s conceptualisation of social inclusion, as evidenced by the Deputy
Prime Minister’s reference to Tony Vinson's ‘postcode poverty’ work around geographic concentrations of
disadvantage (Gillard 2008 in Hayes, Gray & Edwards 2008).

4 The previous federal government made reference to an increased risk of ‘financial hardship and social exclusion” arising from long-term
receipt of income support in relation to welfare reform in 2002 (Saunders 2003).

5 Ken Henry, Secretary of the Treasur'y, has spoken publicly several times of the capabilities approach, a recent example being in the
context of the "Henry Tax Review’ (see, for example, Henry 2009).
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2 Definitions of social exclusion/inclusion

There is no universal or generally accepted definition of either social inclusion or exclusion. Silver (2009)
argues that inclusion is not simply the opposite of exclusion, but that in fact they are products of different
motivations and functions and involve different mechanisms and agents. On the other hand, the
Australian literature generally deals with social inclusion and exclusion together, treating them as opposite
ends of the spectrum (for example, Buckmaster & Thomas 2009; Hayes, Gray & Edwards 2008; Scutella,
Wilkins & Horn 2009). For example, Hayes, Gray and Edwards (2008:4) refer to ‘social exclusion and
inclusion as two ends of a single dimension’, and state that it is difficult to discuss social inclusion without
discussing the literature on social exclusion.

2.1 Social exclusion

The UK Government's Social Exclusion Unit (SEU)® provides this commonly cited definition of social
exclusion:

a shorthand label for what can happen when individuals or areas suffer from a combination of
linked problems such as unemployment, poor skills, low incomes, poor housing, high crime
environments, bad health and family breakdown (SEU 1997 cited in Hayes, Gray & Edwards
2008:4).

This definition views social exclusion as an outcome rather than a process. This is in contrast to many other
definitions, including Pierson’s, which appears to be favoured by the Australian Social Inclusion Board
(ASIB):

Social exclusion is a process that deprives individuals and families, and groups and neighbourhoods
of the resources required for participation in the social, economic and political activity of society as a
whole. This process is primarily a consequence of poverty and low income, but other factors such as
discrimination, low educational attainment and depleted living environments also underpin it.

Through this process people are cut off for a significant period in their lives from institutions and
services, social networks and developmental opportunities that the great majority of a society enjoys
(Pierson 2002 cited in ASIB 2009:vii).

This definition emphasises the idea of a process that denies people the appropriate resources for full
participation in society. Whether social exclusion is seen as a process or outcome, the measurable
indicators of it may be similar, but understanding it as a process allows greater scope for intervention and
change.

Some definitions emphasise the persistence of social exclusion. The SEU understanding of social exclusion
highlights an inter-generational quality or a ‘vicious cycle’ (Vinson 2009), while the European Union states
that ‘some disadvantages lead to exclusion, which in turn leads to more disadvantage and more social

6 In 2006 the SEU transformed into the Social Exclusion Task Force within the UK Government Cabinet office (Cabinet Office 2010).
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exclusion and ends up with persistent (multiple) disadvantages’ (Eurostat Taskforce on Social Exclusion and
Poverty Statistics 1998:25).

In contrast to many other definitions, Burchardt, Le Grand and Piachaud (1999) contend with the notion
that, for some people, social exclusion may reflect an element of choice:

An individual is socially excluded if (a) he or she is geographically resident in a society but (b) for
reasons beyond his or her control, he or she cannot participate in the normal activities of that
society, and (c) he or she would like to so participate (Burchardt, Le Grand & Piachaud 1999:229).

However the authors’ final definition omits this element of choice. The authors are troubled that self-
exclusion of the poorly resourced may not in fact be truly voluntary if, for example, they have withdrawn
themselves from a society hostile to them. Moreover, they are concerned that while self-exclusion may be
favoured by individuals themselves (including by some who are well resourced) it may not be a positive
thing for the broader society.

Levitas et al. (2007:21) examine a range of definitions and conclude that the common element between
them is that they refer to ‘structures, processes and characteristics of society as a whole, as well as to the
experience of individuals situated within these’. They develop this composite definition:

Social exclusion is a complex and multi-dimensional process. It involves the lack or denial of
resources, rights, good and services, and the inability to participate in the normal relationships and
activities, available to the majority of people in a society, whether in economic, social, cultural or
political arenas. It affects both the quality of life of individuals and the equity and cohesion of
society as a whole (Levitas et al. 2007:25).

According to Saunders, Naidoo and Griffiths (2007), an advantage of this definition is that it is
unambiguous in expressing the idea that social exclusion is broader than poverty. Moreover, they argue, it
calls attention not only to what social exclusion is, but to the outcomes it yields, for individuals and for
society, in the short term and over the longer term.

Tsakloglou and Papadopoulos, drawing on a range of literature, summarise some key components of
social exclusion. They conclude that the concept is multidimensional, dynamic and relative and recognise
that exclusion is beyond the responsibility of the individual. Social exclusion is also relational in nature and
indicates ‘a major discontinuity in the relationship of the individual with the rest of society’ (2002:212-
213).

2.2 Social inclusion

Social inclusion is less commonly defined than social exclusion. The early response to social exclusion in
France was spoken of in terms of ‘integration’ and ‘solidarity’ rather than ‘inclusion’ (Silver 1994:538-
542). More recently, European Union (EU) documents on the Social Inclusion Process do not explicitly
define social inclusion, but rather present it as a response to poverty and social exclusion that enhances
solidarity and social cohesion (EC 2009).
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There is also no formal, published definition of social inclusion from the Australian Government’s Social
Inclusion Unit (SIU) or ASIB, but instead a set of principles around social inclusion (see below) and a
discussion of what it means to be socially included:

Being socially included means that people have the resources (skills and assets, including good
health), opportunities and capabilities they need to: Learn—participate in education and training;
Work—participate in employment, unpaid or voluntary work including family and carer
responsibilities; Engage— connect with people, use local services and participate in local, cultural,
civic and recreational activities; and Have a voice— influence decisions that affect them (Australian
Government 2009a:Foreword).

Under the South Australian Social Inclusion Initiative, social inclusion is:

... the creation of a society where all people feel valued, their differences are respected and their
basic needs—both physical and emotional— are met ... Social Inclusion is about participation; it is a
method for social justice. It is about increasing opportunities for people, especially the most
disadvantaged people, to engage in all aspects of community life (Government of South Australia
2009).

Drawing on the above discussion, social inclusion can be broadly understood as the process or means by
which individuals and groups are provided with the resources, rights, goods and services, and
opportunities to engage in cultural, economic, political and social aspects of life.

The Australian Government has adopted a set of ‘social inclusion principles for Australia’. They consist of
three aspirations and eight approaches.’ The three aspirations include:

» reducing disadvantage
* increasing social, civic and economic participation

» a greater voice combined with greater responsibility.

The eight approaches of social inclusion are:

» building on individual and community strengths

» building partnerships with key stakeholders

= developing tailored services

» giving a high priority to early intervention and prevention

» building joined up services and whole of government(s) solutions

= using evidence and integrated data to inform policy

7 See Appendix 2 for further details.
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» using locational approaches
= planning for sustainability (Australian Government 2008:1-4).

These principles appear to reflect a range of influences. The emphasis on the involvement of stakeholders
and the integration of policy responses and data to inform policy is consistent with the EU Social Inclusion
Process. The priority given to early intervention was also seen, for example, in the Sure Start program in
the UK. And place-based interventions have been a focus in European countries such as France and the
UK, and in parts of Australia (e.g. Victoria).

3 Dimensions of social exclusion

The social exclusion literature identifies a number of dimensions of social exclusion, which vary according
to the particular framework used.® The following discussion draws upon three of the more well-known
frameworks, namely those that were developed by Pierson (2002), the Poverty and Social Exclusion (PSE)
survey in Saunders, Naidoo and Griffiths (2007), and Burchardt, Le Grand and Piachaud (2002). (Further
details on these frameworks are provided in Appendix 2).

In total, these three frameworks identify six different dimensions of social exclusion. Four are included in
more than one framework:

1. exclusion from the labour market

2. exclusion from adequate resources

3. exclusion from social support and networks
4, exclusion from services.

The other two dimensions drawn from these frameworks are:
5. exclusion resulting from being located in a particular area

6. exclusion from local and/or national decision making.

A final dimension that is included in other frameworks and referred to in later sections of this paper is:

7. exclusion through poor health and/or WeIIbeing.g

8 Currently there is an absence of established theoretical frameworks of social inclusion in the literature.

9 Frameworks that include this dimension include that proposed by Scutella, Wilkins and Kostenko (2009), see Appendix 6.
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A summary of these seven dimensions follows:

Exclusion from the labour market—This refers to difficulty in entering or re-entering the paid
workforce. Access to paid work is widely recognised as being one of the key determinants of a person'’s
ability to participate in society - independent of the financial benefits, ‘work is seen as providing social
interaction and networks for which there are few equivalent opportunities elsewhere’ (Pierson
2002:12), and unemployment is associated with adverse effects that extend into health, wellbeing, and
disengagement from the community, friendships and family. (section 4 provides a fuller discussion of
the relationship between workforce participation and social inclusion/exclusion).

Exclusion from adequate resources— This refers to a lack of material resources (such as household
income) needed to enable the participation in activities, living conditions and amenities that are usually
available to most people. As argued by Pierson, people in ‘these circumstances are, in effect, excluded
from ordinary living patterns and social activities’ (2002:17).

Exclusion from social support and networks— This may be experienced where there are barriers to
social assistance and informal support that is needed to take part in community life. In these
circumstances people may lack, for example, someone who will fill gaps in childcare, or offer support
(such as providing small amounts of cash) in times of crisis (Pierson 2002).

Exclusion from services— This refers to barriers to obtaining a range of in-home and out-of-home
services, such as public transport, childcare and pre-school services, health services, home help and
home care support, financial services and utilities such as gas, electricity, water and telephone.
According to Pierson (2002), such barriers are often experienced by individuals in persistently
disadvantaged neighbourhoods, and are beyond the individual’s ability to overcome.

Exclusion resulting from being located in a particular area— As argued by Pierson, when ‘poor
conditions persist over years, and even generations, the social climate of an area can exercise an
influence over and beyond the sum of individual and household disadvantage. People can become
resigned to their limited life opportunities, have limited identification with their local area, and lack the
confidence and will to try and improve their collective situation’ (Pierson 2002 cited in ASIB 2009:ix).

Exclusion from local or national decision making— Burchardt, Le Grand and Piachaud argue that
individuals who are alienated from participation in both local and national processes (e.g. through a
political party, trade union or tenants/residents association) may suffer social exclusion, as such
alienation deprives them of a degree of control over their own lives.

Exclusion through poor health and/or wellbeing— Individuals facing poor health outcomes, or barriers
to participation due to disability, may not have the same opportunities as others in society. Related to
physical health, as shown in Eckersley (2004), is wellbeing— often measured as happiness or
satisfaction with life. Apart from its direct effects on a person’s physiology, wellbeing influences diet,
exercise, and other lifestyle behaviour (e.g. smoking). Berkman and Glass (2000) found that socially
isolated or disconnected people have between two to five times the risk of dying in a given year than
those who maintain strong ties with family, friends and community (Eckersley 2004:3; VicHealth
2005:4). Being connected and engaged safeguards against isolation and promotes wellbeing.
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4 Workforce participation and social inclusion

As individuals can be affected by multiple and overlapping dimensions of exclusion, some researchers
argue for a "holistic’ approach to social exclusion across various dimensions (EC 2009; Perkins 2008).
According to this view, confining an understanding of the term ‘social exclusion’ (or ‘social inclusion’) to a
context of paid employment devalues other forms of contribution and participation, and therefore a wider
understanding of the multidimensional causes and processes of social exclusion is required.

This paper recognises that engagement in paid work is not the only route to social inclusion, that not all
people have a capacity for paid work and that other activities, such as caring roles or volunteer work, are
valuable forms of contribution. However, workforce participation is a key protective factor against social
exclusion and has major role in facilitating social inclusion.

The Fair Work Act 2009 refers to social inclusion only in a context of increased workforce participation,
and as such the remainder of this paper concentrates on this dimension of social inclusion. However,
throughout this section, discussion of the potential effects from being in paid work extends into other
dimensions, such as access to resources and social networks. The first part of this section reviews some of
the ways in which workforce participation is associated with a range of positive outcomes and could be
seen as promoting social inclusion. The second part considers aspects of paid work that potentially reduce
the scope of paid work to achieve social inclusion. It is important to note that the literature surveyed in this
section is almost exclusively concerned with associations between labour market status or characteristics of
work, and a range of outcomes in areas such as resources and health; it does not provide evidence of any
causal links.*°

4.1 Paid work as a facilitator of inclusion

Paid work could be seen as promoting social inclusion by its impact on:

= a4 person’s resources (such as income, access to goods, services™* and credit, or human capital)
» aperson’s social networks and support

» aperson’s mental and/or physical health.

Discussion about these relationships is provided in the following sections.

10 Itis not a simple proposition that gaining employment or increasing income automatically ensures, for example, improvement in the
standard of diet or housing or access to financial products and services. Or that improving these outcomes for those who are
unemployed could lead to gaining employment. Many other socioeconomic, institutional and labour market factors (such as labour
demand) are important in determining these and other outcomes.

11 section 3 of this report referred to ‘exclusion from adequate resources’ and ‘exclusion from services' as two separate dimensions of
social exclusion. For the purpose of this section we refer to services that the individual is able to acquire through the income obtained
from work, rather than those services (such as public transport) that are primarily beyond the individual’s control.
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4.1.1 Resources

4.1.1.1 Income and access to goods, services and credit

Paid work provides people with the income (through wages and salaries) that enables them to meet needs
such as food, housing and clothing, and to purchase other goods and services.

The Household Income and Labour Dynamics in Australia (HILDA) Survey™ provides a rich longitudinal data
source to examine the impact of paid work on a person’s resources and overall living standards. Two
studies™ cited below compare groups of employees defined by their earnings relative to the then Federal
Minimum Wage (FMW). A current limitation of the HILDA Survey is that by not ascertaining the industrial
instrument through which participants are paid, analysis of employees reliant on minimum wages is not
feasible.

Dockery, Ong and Seymour (2008) using 2006 HILDA data find that being unemployed is associated with
greater constraint on consumption of goods and services and capacity to save than being employed. They
find the following (statistically significant) results:

= Unemployed people have, on average, $5000 per annum less in equivalised household income™* than
adult employees earning less than 110 per cent of the then FMW hourly rate and almost
$17 000 less than adult employees whose hourly rate falls between 110 per cent of the FMW and 75
per cent (the top 25 per cent) of the hourly wage distribution.

= Only 40 per cent of unemployed people own their home (either outright or with a mortgage),
compared with 55 per cent and 66 per cent respectively for the two employee categories identified
above.

» Based on self-assessments of financial wellbeing (relative to current needs and financial responsibilities)
unemployed people are, on average, close to ‘just getting along’, whereas the two employee
categories identified above are, on average, closer to ‘reasonably comfortable’ (2008:191).

Long-term unemployment in particular has been found to have a long-term impact on individuals’
resources including lower employment rates, lower wages if a person is re-employed and long-lasting
negative impacts on future earnings (Gray et al. 2009).

12 The HILDA Survey is a household-based panel study which began in 2001. The wave 1 panel consisted of 7682 households and
19 914 individuals. Interviews are conducted annually with all adult members of the household. The HILDA Survey was initiated, and is
funded, by the Australian Government through the Department of Families, Housing, Community Services and Indigenous Affairs.
Melbourne Institute of Applied Economic and Social Research, University of Melbourne holds responsibility for the design and
management of the survey (Melbourne Institute 2010).

13 Of the two studies cited below, Hahn and Wilkins (2008) utilised the longitudinal capacity of the HILDA Survey and used all available
waves at the time (2001-06 HILDA data) for their analysis. Dockery, Ong and Seymour (2008) limited their sample to the only wave
available at that time (2006 HILDA data) in which the FMW was in effect.

14 The OECD Household Equivalence Scales are used to adjust income to recognise the economies of consumption enjoyed by people
who live with others. They are designed to enable a valid comparison of resources, needs or living standards of individuals living in
households of varying sizes.
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Taking a multidimensional approach to exploring living standards, Hahn and Wilkins (2008) find that only
a very small proportion of adult workers have a low standard of living. Using 2001-06 HILDA data, they
find that:

» When low living standards are defined as having less than 60 per cent of both median (equivalised)
income and median wealth, less than two per cent of adult employees have low living standards. This
represents 11.5 per cent of adult employees, at most, earning less than 120 per cent of the then FMW
and 2.4 per cent of those earning above this (2008:34, calculation from Table 16).

= When low living standards are defined as having less than 60 per cent of median income, wealth and
consumption, the proportion of adult employees with low living standards falls to less than
one per cent. This represents 5.5 per cent of adult employees earning less than 120 per cent of the
then FMW and less than one per cent of those earning above this (2008:34, calculation from Table 16).

= Of the people who are earning less than 120 per cent of the then FMW and persistently experiencing
low living standards, many are living in income-support reliant households with few hours of paid work
(2008:66).

» Those earning less than 120 per cent of the then FMW are relatively more likely to be employed part-
time than are other employees. More generally, the probability of earnings falling below this threshold
broadly decreases as the number of hours worked increases (2008:26).

Using data from the second wave of the HILDA Survey, Breunig and Cobb-Clark (2005) find that financial
hardship which is closely related to social exclusion is experienced by one in five

(22.8 per cent) Australian families in the bottom income quintile (2005:17). They also find that the
incidence of financial hardship declines as equivalent income levels increase.

Employment also facilitates access to credit (Burgess & Mitchell 1998), along with other financial and
insurance services (Atkinson 1998). In the Australian context, ‘financial exclusion’ can be understood as a
lack of access to low-cost, fair and safe financial products (Howell & Wilson 2005). While some degree of
financial exclusion is evident across a broad range of income levels, the two groups that are particularly at
risk are: 1) those with work histories involving unemployment, discontinuous work, or casual work; and 2)
low-income earners with little or no savings and a lack of assets, leading to a lack of collateral when
attempting to gain loans or credit (Chant Link 2004a).

There are no reliable estimates of the prevalence of financial exclusion in Australia. While not necessarily
indicative of financial exclusion, a strong association has been found between employment and ownership
of financial products such as savings and investment products, credit and loan products and insurance.
Analysis of finance data involving over 50 000 Australians shows that 18 per cent of unemployed people
own no financial product at all or only a transaction account, compared with 2.5 per cent of employed
people (Chant Link 2004b:9). People in paid employment are also much more likely to have
superannuation savings, major credit cards and home loans and more likely to have a range of insurance
products, investments and personal loans (Chant Link 2004b:19-20).
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4.1.1.2 Human capital

Another resource that can be developed through workforce participation is human capital. Engagement in
paid work generally provides people with specific work experience that, in combination with skills,
education and training, potentially expands their work opportunities, including work with higher
responsibilities and/or higher remuneration.

The workplace is an important learning environment, and workplace provision of training can enhance an
individual's human capital (Poell et al. 2006) and can substantially improve workers’ future earning
prospects (Booth & Bryan 2006). Informal on-the-job learning is very important; however, formal learning
provides qualifications that may be used to secure future jobs (Smith et al. 2002). According to the most
recent Australian Bureau of Statistics (ABS) survey of Employer Training Expenditure and Practices, 81 per
cent of employers provided some form of training during the financial year ending June 2002. The
majority provided unstructured training and 41 per cent provided structured training (ABS 2003b:3).

Provision of structured training varied considerably by employer type. It was highest amongst public sector
employers and large employers. It also varied by industry, for example, almost 90 per cent of employers in
Government administration and defence and Electricity, gas and water supply provided structured training,
compared with less than 20 per cent of employers in Transport and storage (ABS 2003b:4). Certain
employee characteristics are also important. Richardson’s (2004) analysis of the 1997 ABS Survey of
Education and Training, a survey of employees, finds that those with the lowest levels of education (less
than Year 12) and those in lower paid lower status occupations report receiving less of the more formal
enterprise training. She finds no evidence of a correlation with gender or age, but that those with lower
English proficiency are disadvantaged. Almeida-Santos and Mumford (2004), using the employer—
employee linked data from the 1995 Australian Workplace Industrial Relations Survey, find the probability
that an employee has recently trained is negatively associated with potential experience, lower education
levels, longer current job tenure and part-time or fixed-term employment status. The authors did not find
evidence of discrimination related to demographic characteristics, such as gender, race or parenthood, in
the provision of job-related training.

Australia has lower job tenure when compared with 17 other Organisation for Economic Co-operation and
Development (OECD) countries (listed in Figure 1.1, Appendix 4). This in part can be explained by
Australia’s relatively large job-to-job flows and relatively high proportion of younger people (aged 15 to 24
years) in employment (international comparisons of job tenure are discussed in more detail in Appendix 4).
Carroll and Poehl (2007) find that for most people these large job-to-job flows in Australia result in a
smooth transition between jobs. Analysis of HILDA data shows that job mobility generally results in better
labour market outcomes for those affected. Movement between jobs leads to more sizeable earnings
increases for those who change jobs compared with those who do not, and more often reflects a change
from part-time to full-time employment (Wilkins, Warren & Hahn 2009).

The picture is less clear with regard to job mobility when the current work is at the lower end of the
earnings distribution or of a non-standard form. Some research supports the ‘stepping stone’ theory that
casual or low-paid work leads to better work opportunities, at least for some groups. For example,
research by Dunlop (2000), that used data from the ABS longitudinal Survey of Employment and
Unemployment Patterns conducted from 1995 to 1997, showed that 45 per cent of adults on or just
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above the then minimum wage™® moved within a year to higher-paid employment, while 36 per cent
stayed in work in the same pay range, and around one in eight experienced a period of joblessness
(Dunlop 2000:23). The groups of workers with the best earnings mobility outcomes were men, those aged
30 or under and those residing in urban locations (Dunlop 2000:42-43). Richardson’s (2002) review of the
international literature also finds that low-wage jobs are an important pathway to work for young people
with low levels of education. On the other hand, Perkins and Scutella (2008) report evidence of low-paid
employees cycling between ‘low pay’ and ‘no pay’, and/or enduring lengthy periods in low-paid work
(Perkins & Scutella 2008:107).

Using HILDA data, Buddelmeyer and Wooden (2008) find that casual employment represents an effective
pathway for both young people and men for moving into non-casual employment. Casual employees and
employees at the lower end of the earnings distribution are at greater risk of future unemployment or
joblessness than other employees. However, their longer-term outcomes are considerably better than
those of jobless people (Buddelmeyer, Lee & Wooden 2009; Buddelmeyer & Wooden 2008). Also using
HILDA data, Mitchell and Welters (2008) find that casual workers in highly casualised industries, smaller
firms and non-metropolitan labour markets have a lower chance of transitioning to non-casual
employment than other casual workers. Through further analysis (Welters & Mitchell 2009) they also find
that in respect to casual employment, longer tenure at an employer, and in an occupation, reduces the
likelihood of transitioning to unemployment. (section 4.2 further discusses forms of employment that may
inhibit social inclusion).

4.1.2 Social networks and support

The importance of social networks to job search and labour market outcomes is fairly well established (see
for example Barbieri, Paugman & Russell 2000 and Stone, Gray & Hughes 2003). However, the way in
which participation in the workforce in turn facilitates social connections has not been researched as
thoroughly. Nevertheless, researchers have argued that work colleagues constitute an important network
of social relations. Stone, Gray and Hughes (2003)*° claim that workforce participation provides the
potential for further expanding one’s connections, including the types of ‘bridging and linking ties' that
are important to positive labour market outcomes. Wellman (1999), in his mapping of networks, found
that co-workers are consistently named as members of what he terms an individual’s ‘personal
community’. Dodds, Muhamad and Watts (2003) conducted a cross-country experiment in which email
users attempted to relay a message to one of 18 target persons by forwarding messages to acquaintances
who they considered ‘closer’ to the target than themselves. Although senders typically used friendships in
preference to business or family ties almost half of these friendships were formed through either work or
school affiliations, and the chains that were successful in reaching their targets relied disproportionately on
professional ties rather than friendships and familial relationships (34 per cent compared with 13 per cent
respectively).

15 Dunlop (2000) used a threshold indexed to average weekly total earnings for each reference year, which, for example in 1997
represented 113 per cent of the then hourly minimum wage.

16 This study analysed a national random sample of 1500 Australians using a network and typology approach to social capital to
investigate the relative impact of trust, bonding, bridging and linking relationships upon labour force status and successful job search
method (Stone, Gray & Hughes 2003).
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Workplace relationships may contribute to social networks and support in a variety of ways. In a practical
sense, professional relationships are considered important in career-building through finding jobs and
opportunities for promotion (Sias & Cahill 1998; Stone, Gray & Hughes 2003). Workplace friends also
provide emotional support and affirmation and can act as a buffer to job-related stress and improve job
satisfaction—Godin and Kittell (2004) find that social support at work is important in reducing poor health
outcomes. Workplaces may also foster support through mentorship, whether formally or informally. In
evaluating mentoring programs in Australia MacGregor (2000) finds, in addition to the abovementioned
benefits, improved career planning, confidence and technical competence.

4.1.3 Mental and physical health

In social science research, paid work has long been understood to have a core social role in terms of the
way in which individuals perceive and define themselves. Some authors have argued that the work-identity
nexus has now been weakened by, for example, new forms of work that do not provide a strong
identification with an occupation (Sennett 1998), or by increased job insecurity and changing household
patterns of paid work (Charles & James 2003). However, despite these developments, work is still
considered a crucial context for identity development (Beck 2000; Charles & James 2003; Giddens 1991).

Some researchers see paid work as having the potential to strengthen self-esteem through providing
opportunities to have efforts and achievements recognised or rewarded. Work can also enhance self-
efficacy (a sense of mastery, autonomy) and self-integration (a sense of belonging) by providing a sense of
purpose and an opportunity to contribute to common goals (Evans & Repper 2000; Siegrist 2000). Perkins’
(2006) review of Australian and international studies suggests these potential benefits exist for people with
mental health or substance abuse issues, with some studies noting improved physical health outcomes
from entering employment.

Similarly, researchers find adverse health effects, both mental and physical, to be associated with exclusion
from the labour market. For example, Broom et al. (2006), using cross-sectional survey data for Australians
aged 40-44, find that people who are unemployed, or not in the labour force, had higher odds of poor
health (i.e. depression, poor physical health, poor self-rated health, higher number of GP visits) compared
to those who are employed. Jose et al. (2004), after controlling for age, period and cohort effects, find a
strong association between labour force non-participation and long-term health conditions, health risk
factors (e.g. smoking) and health-related actions (e.g. consultations with doctors or specialists). Dockery,
Ong and Seymour (2008) find an association between employment and higher levels of wellbeing; on
average the unemployed people in the sample rated themselves significantly lower on self-assessed health
and overall life satisfaction than those working in a low-wage or higher-paid job.

A recent AMP NATSEM report, using 2007 HILDA Survey data, confirms that poor health in turn affects
the likelihood of employment, with more than half of working-age Australians with poor physical health
not participating in the labour force (NATSEM 2009:10). Poor health also affects the amount of work
undertaken— only 29 per cent of people in poor health are employed full-time, compared to 61 per cent
of people in good health (NATSEM 2009:10)—which in turn affects a person’s capacity to earn income. If poor
health is chronic, its impact on earning capacity is compounded, with the effects potentially lasting a lifetime.
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As the AMP NATSEM results suggest, a common difficulty in the literature is establishing the direction of
causation between health status and labour force status. Applying a simultaneous equation model (to the
first four waves of HILDA data) to address this difficulty, Cai (2007) finds that the effect of workforce
participation on health differs by gender, with workforce participation resulting in a positive health effect
for women and a negative effect on men'’s health.

As further evidence of paid work as a facilitator of social inclusion, Gray et al. (2009) find, from reviewing
a range of literature, that unemployment, particularly long-term unemployment, is associated with a
number of negative impacts, including:

» asharp increase in mental health problems after three months of unemployment, with a further
increase occurring after about 30 months of being out of work

= aslightly higher risk of suicide

= detrimental impacts on relationships, of which there is a greater risk the longer the duration of
unemployment (2009:10-11).*"

In addition, the European Union acknowledges that unemployment, particularly long-term unemployment,
is a key cause of poverty and social exclusion (Atkinson, Marlier & Nolan 2004). People who are
unemployed may lose confidence and motivation, lack appropriate skills and attract negative perceptions
from some employers. Furthermore, they may lose contact with networks that could help them find
employment (ASIB 2009:29).

4.2 Aspects of paid work that may inhibit social inclusion

While it is widely recognised that having a job is one of the key determinants of people’s ability to
participate in society, the nature of employment may inhibit social inclusion as it may limit people’s
capacity to spend time with their family, connect with others and contribute to their community
voluntarily. The literature suggests that underemployment, non-standard working arrangements (e.qg.
casual work), long working hours, and tension between work and family responsibilities may be associated
with a range of outcomes that may impede social inclusion.

4.2.1 Underemployment

Underemployed people (particularly those who experience underemployment for extended periods), may
be at risk of social exclusion if their earnings are insufficient to provide them with an adequate income, or
the security of their employment is tenuous (Millward et al. 1992). This problem is particularly relevant for
women, and people with poorly recognised skills and qualifications (NZ Ministry of Social Development
2001; Wilkins 2007). Underemployment is an issue where there is not enough work and is therefore

17 Gray et al. (2009) raise a range of additional effects (beyond those related to health) associated with long-term unemployment,
including impacts on individuals’ earnings (cited earlier) and related impacts on educational and social outcomes for children in long-
term jobless households.
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different from long work hours or the tension between work and family responsibilities. Obviously, more
work is the solution to this issue.

In contrast to the pattern of unemployment, underemployment failed to recede during the recent
economic boom in Australia and even increased slightly (Campbell 2008:156). Campbell suggests that the
rise in underemployment during this period is related to the preference of employers — given the
conditions that they face within their industries — to draw from a larger pool of ‘flexible’ labour. In the
retail industry, for example, additional hours and shifts can be filled by underemployed workers at short
notice to replace absences and respond to unexpected fluctuations of demand.

In September 2008 approximately 687 700 (or 23 per cent) of part-time workers would have preferred to
work more hours. Of those workers, 49 per cent preferred to have longer part-time hours and 51 per cent
preferred to work full-time (ABS 2008c:5). Around 46 per cent of underemployed part-time workers
usually worked 15 hours or less (ABS 2008c:19). The duration of underemployment for part-time workers
varied with age, with older people experiencing longer periods of underemployment. In September 2008,
overall, the median duration of underemployment for part-time workers was 26 weeks. Older people
generally had a longer period of underemployment than younger people. For example, under one-fifth (19
per cent) of 15-19 year old underemployed part-time workers had experienced insufficient work for one
year or more. In contrast, 50 per cent of those aged 45-54 years, and 53 per cent of those aged 55 years
and over had insufficient work for one year or more (ABS 2008c:7). The change in demand for labour
during the current economic downturn has seen a rise in underemployment (ABS 2009a).

4.2.2 Non-standard work arrangements

Non-standard work arrangements in this context are taken to include casual employment without
entitlement to paid leave, or employment involving regular ‘unsocial’ hours, that is, working often or
almost always on weekends or evenings/nights past 9.00 pm. These arrangements may inhibit social
inclusion, especially among people who would prefer alternative working arrangements. On the other
hand, the availability of non-standard work may provide employment opportunities for some people who
would otherwise remain jobless and thus may contribute to social inclusion.

As of 2007, 25 per cent of employees were employed on a casual basis (ABS 2009d:18), representing 2.1
million employees. Women accounted for over half (56 per cent) of all casual employees. Casual
employees also tended to be young, with two-fifths of the casual workforce aged 15-24 years compared
with 14 per cent of all employees (ABS 2009d:18).

While for some workers casual employment may be a preferred option, on several indicators, casual
employment does not compare favourably to standard work arrangements:

=  Twenty-eight per cent of casuals who worked part-time would have preferred to work more hours, as
opposed to 16 per cent of permanent part-time employees.

= Nearly half (47 per cent) of casual employees had earnings (excluding overtime) that varied from pay to
pay, compared with 16 per cent of other employees.
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= Casuals were twice as likely as other employees to work in a job where the hours varied from week to
week (35 per cent to 17 percent) and almost a quarter of casuals did not have a minimum number of
hours guaranteed, while around 11 per cent did have a guaranteed minimum.

= Almost half of casuals received a loading™® (48 per cent), just over one-third did not receive a loading
(36 per cent) and the remaining 16 per cent did not know whether they received a casual loading as
part of their pay (ABS 2009d:22).

The impact of casual employment on social inclusion is a contested area. Critics of the increase in
casualisation are concerned that it raises the proportion of inferior jobs in the labour market— that is, jobs
with low pay, no paid leave entitlements, low levels of training and job security. On the other hand,
defenders of casual employment suggest it provides greater capacity for preferences to be matched within
the labour market, citing measures of self-reported job satisfaction as evidence (Watson 2004). For
example, Wooden and Warren (2003) using first wave HILDA data found that part-time casual employees
were equally as satisfied with their jobs as permanent employees, although full-time casual workers—
particularly male workers—were more dissatisfied than their permanent counterparts.

In response, Watson (2004) used HILDA data to assess casual jobs on the ‘objective’ measure of hourly
rates of pay (controlling for certain individual and workplace characteristics). It would be expected that
wages of part-time casual employees would include a premium of between 15 and 20 per cent (based on
casual loadings in awards and agreements)™® 'if they were being paid commensurate with comparable
workers in permanent full-time positions’ (Watson 2004:13).%° However, Watson finds that male part-time
casual employees earn only a modest premium of about 10 per cent over their permanent full-time
counterparts. Female part-time casual employees earn an even more modest premium of between four
and seven per cent. When Watson discounted the earnings of casual workers to take account of their
loadings, he found that part-time casual employees are subject to an earnings ‘penalty’ in terms of a lower
base rate of pay of between 12 per cent and 17 per cent (Watson 2004:12-13).

Welters and Mitchell (2009) argue that if secure and permanent employment was available, casual work
would only likely be a first choice to those who do not intend to pursue a career in that line of work, for
example students who use casual work to help support their studies. However, these authors hypothesise
that when secure and permanent employment opportunities are limited, casual employment would also
become an appealing alternative, if it provides a pathway to non-casual employment that would otherwise

18 These data are based on self-reported responses from the 2007 Survey of Employment Arrangements, Retirement and
Superannuation (ABS 2009d). It is, therefore, possible that some respondents who received a casual loading may not have been aware
of it.

19 Under modern awards, the standard minimum casual loading is 25 per cent (Fair Work Online 2009).

20 The casual loading was originally established to create a disincentive to casual employment and to compensate casual workers for
some of their lost conditions, such as loss of annual leave, sick leave, and/or for casual work being intermittent and impermanent. For
example, when the annual leave standard for permanent employees increased from three to four weeks, most casual loadings increased
from 15 to 20 percent. By the late 1990s, the majority of awards included a loading of 20 per cent, although for about one-fifth of
awards it stood at 25 percent or more (Pocock, Prosser & Bridge 2004:37-42). The Award Review Taskforce considered casual loading
arrangements both generally and on an industry-specific basis. It found that ‘not only do widespread disparities exist within and across
industry sectors, but there are also widespread variations in the basis for these loadings’. The Taskforce examined casual loadings in a
sample of 40 Retail and 35 Accommodation and food services pre-reform awards. ‘The variation in casual loadings ranged from 12.5
percent to 50 percent’ (Award Review Taskforce 2006:41-44).
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be impossible to attain for a person in unemployment. (Transitions between casual and non-casual
employment were discussed in section 4.1.1.2).

Smith and Ewer (1999) challenge the notion that casual work is generally a matter of individual choice.
They claim that:

... where workers express a degree of satisfaction with their casual work, this satisfaction derives
from the regularity of their employment and the consistency of the work they received ... The
absence of employment options, and the gendered division of domestic labour also influenced a
‘preference’ for casual work. Casual work may be preferred by women workers because of the
perceived flexibility it provided in combining work and family responsibilities. Yet women’s
experience of casual work also suggests that a refusal of an offer of casual employment for family
oriented reasons would jeopardise future employment prospects (Smith & Ewer 1999:v).

Pocock, Buchanan and Campbell (2004)?* suggest that the potentially unfavourable conditions of casual
employment mean these workers may find themselves marginalised, particularly in relation to workplace
decision-making, task diversity and access to career paths. In addition, the precarious nature of much
casual employment means that casual jobs do not offer sufficient security (Burgess & Campbell 1998b;
Watson 2004), since casuals may not be given notice (or severance pay) in the case of dismissal and suffer
uncertainty around pay amounts from period to period. While some casual workers keep their jobs for
long periods, data from the ABS Forms of Employment Survey suggests employees without paid leave
entitlements have shorter job tenure and expectations of ongoing tenure, when compared with employees
with leave entitlements (ABS 2006¢). In the labour market casuals are more likely to experience ‘job
churning’, where they alternate in and out of work without finding a long-term job (ABS 1997a; Burgess &
Campbell 1998a). On the other hand, ‘the part-time arrangements often associated with casual
employment can help employees balance their work with other commitments, such as education and
family responsibilities’ (ABS 2009d:8).%

Data from the ABS 2007 Survey of Employment Arrangements, Retirement and Superannuation indicate
that nearly two in three workers (64 per cent) usually worked all of their hours during daylight hours (i.e.
between seven in the morning and seven in the evening). The other 36 per cent of employed people
usually worked some or all of their hours at night (i.e. between seven in the evening and seven in the
morning) (ABS 2009¢:26). Skinner and Pocock (2008), using the Australian Work Life Index (AWALNZ
2007 survey, find that women workers (index** score 55.2), both part-time and full-time, are more

21 Pocock, Prosser and Bridge (2004) report on the findings of qualitative interviews with 55 casual workers. These casual workers were
randomly selected from a pool that had responded to advertisements for their participation or were recruited through a number of
unions.

22 It is worth noting that part-time arrangements do not have to be casual, and it could be argued that it would be more appropriate to
engage long-term, regular casuals on a permanent part-time basis. However, employers may avoid this option because of the additional
costs involved in employing permanent staff. In addition, some employees may prefer casual employment because the associated
loading boosts their otherwise low pay.

23 The AWALI survey results are based on computer-assisted telephone interviews of a national stratified random sample of 1435
Australians (in the 2007 wave).

24 These findings are based on the AWALI survey which measures perceptions of work-life interaction focusing on: (i) the frequency that
work interferes with responsibilities or activities outside work; (ii) the frequency that work restricts time with family and friends; (jii) the
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affected than men (index score 50.9), despite women often requiring more flexibility due to parenting
and/or caring responsibilities. They also find that working long and unsocial hours is associated with a
worse work-life balance. Nearly a third (31.3 per cent) who regularly (often/almost always) work on
weekends reported working long hours (48+ per week), as did 38.0 per cent of those who work
evenings/nights, 40.3 per cent who regularly work both weekends and evenings/nights, and 13.6 per cent
of those who mostly work weekdays before 9.00 pm (Skinner & Pocock 2008:49).

On the other hand, Baxter (2009) using time-use data from the first wave (2004) of the Longitudinal Study
of Australian Children, finds that for families with young children, most non-standard work arrangements
of parents (including evening/night work, contract work and multiple jobs) are not in themselves
negatively associated with time spent with children; the exception being weekend work. The number of
hours in paid employment has the strongest association with variations in parent-child time. Her analysis
shows no difference in the total amount of parent-child time between parents for whom work start and
finish times changed the most and those for whom they changed the least.

A person’s occupational skill level may also contribute to social exclusion by determining the proportion of
a worker’s leisure time that coincides with that of their family. Rice and Lesnard (2008) highlight this issue
when they rank a range of occupation classifications by their mean leisure time (in minutes) per day.?®
After adjusting leisure time for the extent to which that leisure time ‘harmonises’ with friends and
household members, they find that skilled occupations (e.g. professionals, tradespersons) generally
improve their ranking, while the opposite is true for lower skilled occupations (e.g. labourers, elementary
clerical, sales, and service workers).

4.2.3 Longer hours of work and work intensification

OECD figures show full-time Australian employees (excluding business owners) work an average of 44
hours a week, the longest in the western world?®,and much longer than the ‘standard’ week of 38 hours
(Fear & Denniss 2009:4). This is confirmed in the 2009 wave of the Australia at Work survey (van Woonroy
et al. 2009).

Balancing work and family responsibilities requires juggling a number of conflicting priorities, which may
be felt more intensely by those with fewer family or community supports. This may particularly be the case
for employees with young children. In April 2009, the proportion of employed men and women with
young children who reported that their work and family responsibilities were rarely or never in balance
was 17 per cent (ABS 2009b:24). Almost two-thirds (64 per cent) of employed people aged 25-54 years

frequency that work affects workers' ability to develop or maintain connections and friendships in their local community; (iv) satisfaction
with overall work-life ‘balance’; and v) frequency of feeling rushed or pressed for time. AWALI 2008 brings together these five
measures of work-life interaction to arrive at an overall work-life index that is scaled from 0 (best work-life interaction) to 100 (worst
work-life interaction) (Skinner & Pocock 2008:14-15). [continued reference from footnote 24]

25 The authors’ sample is from the ABS Time Use Survey 1997, and is restricted to adults with spouses (ABS 1999¢).

26 Given Australia’s comparatively high rate of part-time employment among OECD countries— Australia has the third highest rate of
part-time employment as a proportion of total employment (OECD 2009:268)—its position is close to the middle rankings of average
hours worked by all workers (OECD 2009:269).
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with young children reported always or often feeling rushed or pressed for time, compared to almost half
(49 per cent) of employed people without young children (ABS 2009b:25).

Using AWALI 2007 data, Pocock, Skinner and Williams (2007) find that 52.6 per cent of employees
surveyed report that work sometimes, often or almost always affects their activities beyond work, and that
longer hours of work are consistently associated with worse work-life outcomes, as work can impact
employee activities outside work. In particular, they find that work can affect employees’ capacity to build
and maintain connections with their community, friends and family (Pocock, Skinner & Williams 2007:1-2).

Work intensification, which generally refers to working longer hours and/or working harder within each
hour of work, may inhibit social inclusion. Work intensification can occur within a context of reduced
staffing levels and increased workloads (ACTU 2003), while other associated factors include: technological
and organisational change; human resource policies that stimulate greater worker engagement (e.g. effort
incentives); reduced union power and collective bargaining; and a higher degree of outsourcing to
temporary agency and contract workers (Green 2004). Campbell (2007:17) attributes the emergence in
Australia to employer pressures within a framework of weak working-time regulation.

As a measure of work intensification, the large-scale Australia at Work?®' longitudinal survey asks
participants to respond to the statement ‘more and more is expected of me for the same amount of pay’.
Despite the excess labour that has materialised in the economy over recent months, reported levels of
work intensification have not reduced, with around half of participants experiencing work intensification
for the same pay; a finding that has been constant over the life of the survey (van Woonroy et al.
2009:88). The survey finds that work intensification is more likely to affect those in full-time work and
those in secure permanent employment, while those in forms of employment with limited security of
tenure (i.e. short-term casuals and fixed-term contract employees) report lower levels in work
intensification and perceive greater control over their work hours (van Woonroy et al. 2009; van Woonroy
et al. 2008).

Industry and occupation appear to be important determinants of work intensification. For example,
Campbell and Peeters?® (2008) show that workers in the contract cleaning industry have experienced
compressed work schedules (i.e. very short hours in individual jobs and high workloads), Willis (2005)
presents the creation of the ‘personal service attendant’ in a hospital workplace (achieved through
merging cleaning, nurse assistant, orderly and kitchenhand tasks) as a case study in work intensification.

4.2.4 Effect of employment arrangements on health

Research suggests that stimulating and challenging jobs provide a foundation for healthier workers,
stronger communities, and other macro-level benefits (VicHealth 2006). However, certain types of
employment arrangements, such as being in a casual job, being rostered, working longer hours, being
underemployed, being in a job that is characterised by low levels of decision latitude, and high levels of job
demand, have been found to be associated with poorer physical health, a higher rate of depression, and

27 The Australia at Work survey conducted by the Workplace Research Centre, University of Sydney, involved around 6800 participants in
2009 including 6300 ongoing respondents from 2006 to 2009.

28 The authors report on data from a range of sources including qualitative interviews with 32 cleaners and stakeholders.
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higher levels of disengagement from the community, friendships and family (Grzywacza & Dooley
2003:1750 &1756; Pocock, Skinner & Williams 2007:42; VicHealth 2006:13;).

VicHealth (2006)?° suggests that job stress is a widespread concern in Australia and other OECD countries.
From a review of international literature, they suggest job stress is a commonly reported cause of lost
workdays, high staff turnover, as well as being associated with health problems such as occupational
iliness, cardiovascular disease, immune deficiency disorders and gastrointestinal problems. A range of
psychosocial working conditions such as excessive workload and pressure, lack of job control and unclear
work roles have been found to be related to psychological ill health (including anxiety and depression)
increased use of prescription medication and emotional exhaustion (Pocock, Skinner & Williams 2007,
VicHealth 2006). In addition, VicHealth (2006) cites studies documenting associations between working
conditions (including job stress, safety risks, and exposure to hazardous substances) and health behaviours
(such as smoking, sedentary behaviour, poor diet and alcohol consumption). Other studies find that longer
and/or excessive working hours (over 50 hours per week) are associated with higher body weight for men
(VicHealth 2006:7-9) and reduced opportunities for activities outside work, including time for family or
friends (Pocock, Skinner & Williams 2007).

As both the Council of the European Union (2009) and Grzywacza and Dooley (2003) contend, policies
that promote job growth without giving attention to the overall quality of jobs may fail to safeguard
health, wellbeing and social inclusion. Grzywacza and Dooley (2003) argue that transitions from what they
call ‘optimal®® jobs to what they call ‘barely adequate’®* jobs ‘might have comparable effects on health

and wellbeing as transitions from employment to unemployment’ (Grzywacza & Dooley 2003:1759).

4.2.5 Other factors which may inhibit workforce participation and social inclusion

Other factors that may be associated with peripheral employment or unemployment include educational
attainment, skill level, language (English as a second language), inadequate income, age, disability, child
care, other caring responsibilities, having a criminal record, long-term unemployment and geographic
location (ABS 2006; ABS 2003; ASIB 2009; Atkinson, Marlier & Nolan 2004; Baum & Mitchell 2008; Gray
& Edwards 2009; Henry 2006; Henry & Jacobs 2007; Lam & Harcourt 2003; NILS 2004; Vinson,
Rawsthorne & Cooper 2007; Visher, Winterfield & Coggeshall 2005).

Age discrimination remains a significant problem in the workplace. Recruitment and redundancy decision-
making processes, employer attitudes, lack of training to update the skills and knowledge of older
workers, and lack of flexible working arrangements all limit employment opportunities for older workers
(Chartered Management Institute 2005:3-4). Health difficulties and disability also contribute, as they often

29 VicHealth (2006) commissioned a University of Melbourne team to review national and international job stress research and to
undertake a stakeholder interview study involving 41 representatives. The report also details results from a population-based profiling of
job stress exposure through a survey of 1101 working Victorians. The researchers used measures of job stress from Karasek’s (1979)
demand/control model and Siegrist's (1996) effort/reward imbalance model, which have been replicated in numerous studies.

30 An ‘optimal’ employment arrangement is characterised by high levels of decision latitude and low to moderate levels of job demand
(Grzywacza & Dooley 2003:1750).

31'Barely adequate’ jobs are characterised as those that are better than inadequate jobs, but do not provide basic levels of economic or
non-income resources or psychological attributes (Grzywacza & Dooley 2003:1752)
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preclude people aged 55 to 64 from participating in the labour force (ASIB 2009:28). Similarly, people
with disability face greater barriers to participation and employment than many other groups in Australian
society (Australian Human Rights and Equal Opportunity Commission 2005:1).

Caring responsibilities also impact on labour market participation. While carers do have relatively low
employment rates ‘at least two-fifths of carers who are not employed say they would like to be in paid
employment’ (Gray & Edwards 2009:16).

5 Indicators of social inclusion/social exclusion

This section examines a range of indicators that could be used to assess the extent and progress of social
inclusion/social exclusion, either at a national level or within specific regions or demographic groups.

Appendix 5 lists indicators of social inclusion/social exclusion that have been previously used or proposed
for each of the seven dimensions of social exclusion that were outlined in section 3. Seven frameworks are
shown, in chronological order, those developed by or through: the Centre for the Analysis of Social
Exclusion (CASE) at the London School of Economics; the European Union (EU); the UK Government; the
New Policy Institute; the Poverty and Social Exclusion (PSE) survey; the Social Policy Research Centre’s
Community Understandings of Poverty and Social Exclusion (CUPSE) survey; and the Australian Social
Inclusion Board (ASIB). The Melbourne Institute of Applied Economic and Social Research/Brotherhood of
St Laurence have also proposed a framework for measuring social exclusion in Australia, with a simple
sum-score method applied to the selected indicators in each domain to assess the extent or depth of
exclusion (see Appendix 6: Scutella, Wilkins & Horn 2009 and Scutella, Wilkins & Kostenko 2009). It is
particularly useful to consider indicators developed elsewhere as a starting point, as the concept of social
inclusion is still relatively new to Australia. In particular, as the framework developed by ASIB has been
largely influenced by the EU there may be scope for comparisons with the EU’s own statistical analysis.

While these seven frameworks differ to some extent in their emphases, there is considerable common
ground in the issues they cover, which include labour market disadvantage, joblessness, poverty and
deprivation, lack of economic security, educational and health disadvantage, and disengagement from
political and civil activity. Although, as shown in section 4, workforce participation may influence social
inclusion across a number of dimensions, the following discussion is generally limited to those indicators
relating specifically to labour market inclusion/exclusion that were developed by the ASIB (see Appendix 7).

These indicators should not be regarded as fixed: their definition and implementation will inevitably be
refined and broadened as more experience is gained in their application, and in response to changing
social and economic circumstances.

5.1 Labour force participation

The labour force participation rate of the Australian working-age population (aged 15 to 64 years) has
increased in the past decade, from around 74 per cent in 1998 to 77 per cent in 2008 (ASIB 2009:20).
While this is not amongst the highest rates in the Organisation for Economic Co-Operation and
Development (OECD), it was higher than the 2008 OECD average of 71 per cent (OECD 2009:252). The
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participation rate remains higher amongst men (83 per cent) than amongst women (70 per cent),
although this gender gap has narrowed considerably over time (ASIB 2009:19). However, the impact of
the recent global economic downturn is already being felt with employment rates falling by a percentage
point for both the total population and men in the working-age population, between 2007-08 and
2008-09 (ASIB 2010:24). On the other hand, Australia’s ranking relative to the rest of the world is likely to
have improved since 2008, due to even greater increases in unemployment in other countries.®?

Participation rates for prime-age workers (25-54 years) with no post-school qualifications remain
significantly below those with post-school qualifications (around 10 percentage points for both men and
women). The outcomes for those who have not completed school beyond Year 9 are especially poor — for
example, for prime-working-age women the difference in participation rates between those who have not
completed school beyond year 9 and those with post-school qualifications is 37 percentage points
(Kennedy, Stoney & Vance 2009:24-25). This study, using Census data, does not control for age, in which
older cohorts are less likely to have post-school qualifications.

Labour force participation remains far lower for some other particularly disadvantaged groups. For
example the labour force participation rate for working-age Indigenous people was 57 per cent in the
2006 Census>3, around 20 percentage points less than it is for all non-Indigenous persons. This gap is
constant through all age groups (18-24, 25-34, 35-44, 45-54 and 55-64 years), although is only half for
the 15-17 year age group (ABS 2008b:80).

Migrants have a slightly lower participation rate than people born in Australia—when adjusted for
differences in age structure®®, it is 62 per cent compared with 67 per cent for Australian-born people (ABS
2006b:131). However, those arriving under humanitarian visas have particularly low labour force
participation rates— for example, for one cohort of the Longitudinal Survey of Immigrants to Australia
only 28 per cent were in the labour force even 18 months after arrival and 16 per cent were employed
(NILS 2004:13).

Single parents, in particular single mothers, have lower employment rates than partnered parents. In 2009,
the annual average employment rate of single parents with dependent children was 59 per cent
(compared with 79 per cent of partnered parents), having increased from 50 per cent in 20013 (ABS
2009f) and 45 per cent in 1993 (AFPC 2009:98). Despite this improvement, Australia has the fifth lowest
employment rate for single parents in the OECD (Whiteford 2009:24) with an employment rate that was
about 20 percentage points below the OECD average in 2007 (Hayes, Gray & Edwards 2008:24).

32 The OECD harmonised unemployment rate for Australia increased from 4.2 to 5.6 percent between 2008 and 2009. While other
countries and regions have sustained larger percentage point increases from a higher base over this period for example, the US rate
increased from 5.8 to 9.3 percent and for the European Union 7.0 to 8.9 per cent (OECD 2010).

33 These rates include those who are employed through the Community Development Employment Program . The difference between
Indigenous and non-Indigenous people is much higher if this group is excluded.

34 The age structure of migrants differs from the age structure of those born in Australia. In order to accurately compare these groups it
is important to remove the effects of these different age structures.

35 The growth in the employment rate of single parents since 2001 (9.3 percentage points), exceeds that of partnered parents (3.2
percentage points). The employment rate of single parents was 54 per cent in 2005 (ABS 2009f), indicating that the upward trend in
employment for single parents has continued since the introduction of Welfare to Work changes in 2006.
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5.2 Employment rate, and employment of older workers

The steady increase in the participation rate in recent years has been accompanied by a marginally greater
increase in the employment rate, which rose from around 68 per cent in 1998 to 73 per cent in 2008, and
by more for women than for men (ASIB 2009:26). However, the increased female employment has been
relatively concentrated in part-time employment, which may have implications in terms of access to
training and career development, as well as permanency of employment and employment benefits.

The increase in employment in recent years has been most pronounced in the 55 to 64 year age group,
amongst whom 66 per cent of men and 49 per cent of women were in paid work in 2008, compared with
57 and 31 per cent, respectively, in 1998. For an increasing number of older Australians retirement
intentions are changing, with more intending to retire after the legally required age of 65 years and some
not intending to retire at all (ASIB 2009:26).

5.3 Long-term unemployment rate

Long-term unemployment® is a key cause of poverty and social exclusion (Australian Social Inclusion
Board, 2009; Atkinson, Marlier & Nolan 2004). People who are unemployed for long periods may lose
confidence and motivation, lack appropriate skills and attract negative perceptions from some employers.
Furthermore, they may lose contact with networks that could help them find employment.

In 2008 there were 70 800 people in Australia who were long-term unemployed, representing 0.6 per
cent of the population (ASIB 2009:29). In Australia, long-term unemployment represents a small
proportion of total unemployment. In 2008, unemployment of more than 12 months duration represented
14.9 per cent of total unemployment, well below the total OECD average of 25.9 per cent, and around
two and half times less than the European average (OECD 2009:271).

5.4 Persons living in jobless households®”

Analysis of Household Income and Labour Dynamics in Australia (HILDA) data of households with prime-
age adults (25-54 years) who were not full-time students, finds that 10 per cent of prime-age adults lived
in jobless households in any one year (Headey & Verick in ASIB 2009:33). The risk of a child living in
income poverty® depends upon the amount of paid work in their family as a whole (ASIB 2009). As of
2008, the proportion of all Australian people living in jobless families with children aged less than 15 years

36 Long-term unemployment is defined as duration of unemployment of 12 months or more (ABS 2006a:26).
37 A jobless household is one in which no usual resident of the household aged 15 years or over is currently employed (ABS 2002:78).

38 According to Buddelmeyer and Verick (2006:4), in Australia, relative poverty is defined according to some threshold in the income
distribution. There are two sets of equivalence scales that are widely used. The first, named the Henderson Poverty line, ‘adjusts the net
income of families according to numbers of family members, the differing costs of family members depending on their age and
engagement in employment, and, for the family as a whole, their housing costs’ (ABS 1998:126). The second set uses the definition
based on the 50 per cent of the Median Equivalent Income threshold. These scales (second), devised by the OECD, accommodate
differences only in the numbers of adults and children in families (ABS 1998:126; Buddelmeyer & Verick 2006:4). [continued reference
from footnote 38]
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was 12 per cent (although this is considerably lower than in 1998, when it was 19 per cent). Lone parent
families comprise around 72 per cent of all jobless families (Whiteford 2009:9), with 41 per cent of single
parent families being jobless in 2008 compared with around 4 per cent of couple families (ASIB 2009:32).
The relatively low levels of labour market participation of single parents and the growth in the number of
these households are major contributing factors towards the comparably high incidence of children in
Australia growing up in jobless families, with Australia recording the fifth highest level in the OECD of
jobless households with children (Whiteford 2009:22).

5.5 People with a mild or moderate disability who are working

According to the Australian Bureau of Statistics (ABS) 2003 Survey of Disability, Ageing and Carers, one in
five people in Australia (3 958 300 people or 20.0 per cent) has a reported disability (this rate is similar for
males and females).>® Employment restrictions apply where because of their disability people are either
restricted in the type, or number of hours, of work they can do; require a modified working environment;
or are not able to work. Participation in employment generally decreases as the severity of disability
increases. The participation rate for those with either a mild and moderate disability and without specific
limitations or restrictions was approximately 50 per cent in 2003, compared to around 80 per cent for
those with no reported disability (ABS 2004:3).

5.6 Geographic disparity in employment rates

Rates of employment and labour force participation are central indicators in mapping relative disadvantage
at the suburb or postcode level (see for example, Baum & Mitchell 2008; Vinson, Rawsthorne & Cooper
2007).%% In Australia some labour force regions appear to experience persistent labour market
disadvantage (Henry 2006). These regions, which account for approximately 10 per cent of the total
labour force, include Wide Bay-Burnett in Queensland; Richmond-Tweed, Mid-North Coast, and lllawarra
in New South Wales; North Western Melbourne in Victoria; Northern Adelaide in South Australia; and
Greater Hobart-Southern and Mersey-Lyell in Tasmania. Regions with persistent disadvantage had
unemployment rates ranging between approximately one and four percentage points more than the
national average (Henry 2006:75).

5.7 Income adequacy

Employment is generally seen as safeguarding against social exclusion; however, people may remain
socially excluded if their earnings are insufficient to provide them with an adequate income. In some
countries ‘in-work poverty’ affects a large number of people, and is linked to low pay, low skills, and
precarious (often part-time) employment (EC 2006:18; OECD 2009).

39 The ABS defines disability as any limitation, restriction or impairment, which has lasted, or is likely to last, for at least six months and
restricts everyday activities (ABS 2004:3).

40 Differences in labour force participation at a local level may be indicative of social inclusion/social exclusion for particular geographical
areas. However, other factors beyond the proximity to employment and individual attributes contribute to labour market outcomes
within an area, for example neighbourhood demographic characteristics and informal job networks (Vinson 2009).
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According to Healy and Richardson (2006:28), 10 per cent of adult employees receive an hourly wage of
less than or equal to the then Federal Minimum Wage (FMW), and another nine per cent of adult
employees have wages of up to $2.20 per hour above the then FMW. McGuinness, Freebairn and
Mavromaras (2007:11) find that 12.5 per cent of adult employees earned below 110 per cent of the then
minimum wage in 2004 (based on the 2003 Safety Net Review decision of the Australian Industrial
Relations Commission), of which five per cent are estimated to be earning below this. Hahn and Wilkins
(2008:23) find that in 2006 around 17 per cent of adult employees earned below 120 per cent of the then
FMW. They do not find a high prevalence of in-work poverty in Australia, and find that for many of those
at the lower end of the earnings distribution experiencing low living standards, these do not persist over a
period of four years (Hahn and Wilkins 2008:66). This is consistent with a recent OECD review of
international evidence, which finds that Australia is one of a small number of countries with relatively low
rates of in-work poverty (OECD 2009:179).

Both Hahn and Wilkins (2008:39, 43 & 58) and the OECD (2009:167 & 181-183) also find that where in-
work poverty exists in Australia it is likely to be associated with relatively limited labour market
engagement, such as working part-time rather than full-time, and being a one-earner family (Healy &
Richardson 2006:5; Whiteford 2009:30).

Whiteford also finds that across OECD countries, ‘on average, only 30 per cent of poor families with
children are jobless and most child poverty is found in families where at least one parent is in paid
employment’. The reverse is true, however, for Australia, where around 70 per cent of poor children live in
jobless families (Whiteford 2009:4). In addition, Australia has the second lowest poverty rate in the OECD
for lone parents in paid work, and for couples with either one or both parents in paid employment,
poverty rates are also among the lowest in the OECD (Whiteford 2009:30). He further argues that all
countries with low child poverty rates (under five per cent) ‘combine both effective redistribution and low
rates of family joblessness’. According to Whiteford, Australia seems to have one of the most effective
systems of redistribution across OECD countries, but ‘the high level of family joblessness keeps child
poverty rates about twice as high as the best performing countries’ (Whiteford 2009:4).

5.8 Proportion of young people not in employment, education or training

While this indicator is not included in the social inclusion/exclusion frameworks listed above, given the
importance of young people’s engagement in employment and education/training in the post-compulsory
education years for future labour market outcomes, and potentially, social inclusion, it is included here.

Labour force participation rates among all teenagers fell to below 55 per cent in the early 1990s, then rose
and were relatively stable for a lengthy time at just under 60 per cent. However, the most recent data for
2009 indicate a fall in this figure, to 56.7 per cent. Among all 20 to 24 year olds, the rate of labour force
participation stayed around 80 per cent across most of the period between 1989 and 2009, but also
declined between 2008 and 2009 (Foundation for Young Australians 2009:38). According to OECD
figures, in 2006 approximately two-thirds (66 per cent) of those aged 15 to 19 years in Australia who were
not in education and training were employed. For those aged 20 to 24 years, the rate was 81 per cent. In
comparison with the OECD average, employment rates in Australia were higher by about 13 per cent for
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teenagers and eight per cent for young adults in 2006. These figures, however, predate the global
financial downturn (Foundation for Young Australians 2009:42).

The proportion of 15 to 20 year olds not in employment, education or training (NEET) was eight per cent
in 2008, having fallen from 14 per cent in 1993 (Pech, McNevin & Nelms 2009:20). However, this annual
average figure had increased to 10 per cent over the 12 months to October 2009, suggesting that young
people are one of the groups most adversely affected by the recent economic downturn.**

Nevertheless, there is evidence to suggest that the labour market transitions of young people in Australia
compare favourably to those in other OECD countries. Australia’s NEET rate for 15 to 24 year olds in 2005
was considerably lower, at 9.6 per cent, than the OECD average of 15.6 per cent (OECD 2008:68-69).

6 Minimum wages and social inclusion/exclusion

While researchers have not explicitly focused on the links between minimum wages and social
inclusion/exclusion, there have been numerous studies with respect to the relationship between minimum
wages and various dimensions of social inclusion/exclusion, including participation in the labour market
and income. This section outlines the possible links between minimum wages and these dimensions.

6.1 Minimum wages and participation in paid work

As discussed in section 4, participation in paid work promotes social inclusion not only through a person’s
inclusion in the labour market, but also potentially through other benefits from working such as increased
resources, improved access to social networks and support, and better physical and mental health.

All other things being equal, higher minimum wages raise the financial incentives for people who are
otherwise jobless or underemployed to take up, or increase their hours of, employment. The strength of
these incentives also depends upon the tax/transfer system—in particular how much extra income a
person retains from working after taking into account their taxation liabilities and reductions in income
transfers or benefits, such as a health care card. These in turn will depend upon the person’s household
situation. Research has shown (e.g. Harding et al. 2006) that, in Australia, most people have a
considerable financial incentive to seek employment in terms of the resultant increase in household
income. However, there may be other factors apart from financial incentives (e.g. placing a high value on
caring for one’s children) that determine whether a person ultimately decides to look for a job or increase
their work hours.

While minimum wages may have a positive effect on how much labour people supply, the overall effect
on the number of people in paid work also depends upon how much labour businesses demand. Research
into the effects of minimum wages on employment, mostly from overseas, has yielded diverse results. A
large number of studies have found that minimum wages have a negative effect on employment*? (Baker,

41 Figures have been updated using the same methodology as Pech, McNevin and Nelms (2009). Source: ABS, Labour Force, Australia,
Detailed — Electronic Delivery, October 2009, cat. no. 6291.0.55.001, ABS, Canberra, Tables 3b and 3c.

42 Estimates of the negative effects have tended to be larger for teenagers/young people than for adults.
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Dwayne & Shuchita 1999; Leigh 2007; Neumark 2001; Neumark & Wascher 2008; Neumark & Wascher
2006; Singell & Terborg 2006). However there is also a body of recent research that finds insignificant
(both statistically and numerically) negative effects (for example ACIRRT 1999; Burkhauser, Neumark &
Wascher 2000; Couch & Wittenburg 2000; Machin, Manning & Rahman 2003; Sabia 2009; Sabia 2008).
Further, other studies have found zero or positive employment effects (for example Card & Krueger 2000;
Dickens, Machin & Manning 1999; Doucouliagos 2009; Machin & Manning 1999; Stewart 2004).

Complicating these findings is the possibility that the effects of minimum wages will vary by
country/region, industry/occupation, and/or demographic group. Indeed recent analysis by Dickens, Riley
and Wilkinson (2009) using a range of methods, data sources and years, finds the introduction and
subsequent upratings of the UK National Minimum Wage had mixed effects on employment that varied by
gender and the given year analysed as well as choice of data source and comparison group.

As Rodgers and Rubery (2003) and Gregg (2000) suggest, the mechanism whereby a minimum wage has
an impact on employment is complex and depends on many factors, such as:

= the relative level of the wage
» the structure of the labour market

= the ability of enterprises to absorb labour cost increases through lower profits and/or higher product
prices

= the distribution of bargaining power between contracting parties
= the ability of employers to retain staff and therefore reduce turnover costs
= employer willingness to invest in training (or machinery) that raises productivity.

As discussed above, participation in the workforce can help to develop a person’s human capital, providing
further opportunities for paid work, and therefore potentially having a positive impact on social inclusion.
The specific role of minimum wages in human capital development is unclear. As discussed earlier, the
evidence is mixed with respect to the ‘stepping stone’ theory, although certain groups are thought to
benefit more than others (see sections 4.1.1 and 4.2.2). Focusing specifically on workers earning at (or
below) the then applicable minimum wage, McGuinness, Freebairn and Mavromaras (2007:29-30) looked
at employment transitions between 2001 and 2004 using Household Income and Labour Dynamics in
Australia (HILDA) data, and found that almost 60 per cent of those working full-time at or below the
minimum wage in 2001 had made a transition to higher paid employment by 2004, with the figure being
40 per cent for those working part-time hours.

Work-related training is also a potentially important element of human capital development. The
Organisation of Economic Co-operation and Development argues that minimum wages, by compressing
the wage relativities between higher skilled and lower skilled workers, might reduce the incentives for
employers to invest in training among the lower skilled (OECD 2007b). However some literature from the
UK suggests that minimum wages are actually associated with a small increase in work-related training for
the low paid (Arulampalam, Booth & Bryan 2002; Booth & Bryan 2006), with one study finding that the
introduction of a minimum wage in Britain increased the probability of training incidence/intensity by 8 to
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11 per cent for affected workers (Arulampalam, Booth & Bryan 2002:27). However Dickinson (2007),
using an alternative methodology and data source found the introduction and subsequent increases to the
National Minimum Wage in the UK did not have a significant impact on the provision of job-related
education or training.

6.2 Minimum wages and income

In the absence of any other effects, an increase in minimum wages will raise the earnings, and therefore
the incomes, of employees (thus assisting with one of the dimensions of social inclusion, as a rise in
minimum wages would in most cases increase the resources available to employees). In practice, the
extent to which an increase in wages raises incomes depends upon a person’s taxation liabilities and
withdrawal of benefits, which, as discussed above, depends upon that person’s household situation.
Harding et al. (2006) find that most employees in Australia would retain at least half of any wage increase.

The extent to which higher minimum wages raise incomes also depends on whether there is any loss of
employment as a result of the wage increase. As discussed above, research into the employment effects of
changes in the level of minimum wages are diverse.

6.3 Minimum wages and a safety net

An important way in which minimum wages could be seen to promote social inclusion in Australia is in
their role in providing a safety net. In an industrial relations sense, the safety net comprises national
minimum wages together with the National Employment Standards and modern awards and provides
employees with the protection of a threshold set of conditions and entitlements. As articulated by
Buchanan and van Wanrooy ‘the defining feature of employment law is to establish rights and obligations
to overcome the inequality of bargaining at the heart of most employment relationships’ (2009:3) and one
of the ways it can reduce social disadvantage is in provision of a safety net.

Davidson discusses the role of minimum wages as setting the base for the broader wages structure (as
opposed to providing a minimum living standard for low-paid workers) and highlights a community
expectation that minimum wages should be set to allow workers ‘to work in dignity and to live decently’
(2008:8). As a result, Davidson argues, Australian minimum wages are high by international standards.
This is shown in a comparison of 14 OECD countries with statutory minimum wages on standard
indicators. For example, as at May 2008, Australia ranked fourth (after Luxembourg, France and the
Netherlands) in terms of the value of its gross hourly minimum wage using purchasing power parity
exchange rates (AFPC 2008:1 07).%

43 In 2005, Australia ranked fourth (after Luxembourg, the United Kingdom and the Netherlands) in terms of the after-tax value of the
hourly minimum wage for a full-time worker (Immervoll 2007:13, Figure 1(b)). Even after accounting for Australia’s relatively low non-
wage labour costs, such as mandatory employer social security contributions (e.g. health insurance) and payroll taxes, Australia still
ranked highly in terms of the total labour costs for employers of hiring full-time minimum wage workers in 2005 (Immervoll 2007:15,
Figure 2(a)).

www.fwa.gov.au Research Report 2/2010 V2 February 2010 34




Literature review on social inclusion and its relationship to minimum wages and workforce participation

Leigh (2007:444) claims that across family types, below—minimum wage and minimum wage workers are
over-represented in lone parent families, and under-represented in couple-only households. McGuinness,
Freebairn and Mavromaras find single persons are more than twice as likely to be low paid (2007:19) and
confirm the higher incidence of low pay among lone parents suggesting it is likely to ‘to be related, at
least in part, to social security rules that give relatively more scope for such individuals to combine a low
level of earnings with benefits’ (2007:5).

Research into characteristics of those more likely to be receiving the then minimum wage found that these
groups included: those with a low level of education, young (21-30 years) full-time workers and older
(over 60 years) part-time workers, migrants from non—-English speaking backgrounds working full-time,
those with lower occupational tenure and those working on a casual basis (McGuinness, Freebairn &
Mavromaras 2007), part-time causal workers and those living in outer regional areas (Healy & Richardson
2006). In many cases these groups tend to experience more disadvantage on workforce participation
indicators.

Australia’s welfare system provides a safety net through benefits both in and out of employment. Through
a combination of minimum wages and benefits derived from the tax/transfer system, those at the lower
end of the earnings distribution in Australia attain consistently higher relative net incomes than similar
workers in most other developed countries with statutory minimum wages (OECD 2007a). This is a
position, which Smyth argues should be strengthened through Australia’s distinct system which has
evolved over the years (i.e. a hybrid of the welfare society and the welfare state) and new ‘welfare state
models’ from Europe. He argues that since the minimum wage in Australia remains a key source of
welfare, it would be imprudent to weaken it, unless it is replaced by a ‘very different social safety net with
clearly articulated set of entitlements that each citizen will need for full economic and social participation’,
along the European Union’s ‘social inclusion governance practices’ that would allow for guidelines to be
established and combined with specific timetables for achieving the goals set (2008:660).

Rodgers & Rubery (2003) and Gregg (2000) argue that the establishment of a minimum wage also serves
as a mechanism to combat discrimination and promote equality at work. Women, migrants and other
groups who are discriminated against on the grounds of ethnicity, disability, age or health are
disproportionately represented among the low paid.

Several research reports in recent years have noted relatively large numbers of adult employees receiving
hourly wages that appeared to be below the Federal Minimum Wage (Austin et al. 2008:47; Healy &
Richardson 2006:9; McGuinness, Freebairn & Mavromaras 2007:12). This has raised some questions about
minimum wages and their role in providing a safety net. Factors that may have contributed to these
research findings include non-compliance (Preston & Jefferson 2009), data error (reported or imputed),
inadequate capturing of non-cash remuneration, long hours/unpaid overtime or forms of employment
outside the coverage of statutory wage-setting.
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7 Conclusion

Under the Fair Work Act 2009, the minimum wages objective requires FWA to establish and maintain a
safety net of fair minimum wages, taking into account, amongst other factors, promoting ‘social inclusion
through increased workforce participation’. This is also a requirement of the modern awards objective. As
‘social inclusion” is not defined in the Act, and is a relatively new idea to Australia, this paper has explored
a range of literature to further the understanding of the concept, particularly in a context of workforce
participation.

From the literature reviewed in this paper, it would seem that not all employed persons are socially
included, and not all jobless or unemployed persons are excluded, but generally the risk of not being
socially included is greater for the jobless than for people who are in paid work. It is clear that workforce
participation offers benefits and has the potential to enhance social inclusion. Through income earned
from work, people are able to purchase goods and services to meet their material needs. Work enables
individuals to build their human capital, leading to better work opportunities, although certain groups in
the lower range of income distribution or casual work appear less likely to achieve this. Engagement in
paid work can also lead to positive outcomes for an individual’s social and support networks and mental
and/or physical health (with negative impacts noted particularly for those experiencing long-term
unemployment).

However, the characteristics associated with an individual’s job may have the potential to inhibit the extent
to which they are socially included. Underemployment; non-standard forms of work, without security of
sufficient hours or tenure; longer working hours; and work intensification are factors that can be
associated with a range of potential negative social, economic and health outcomes, thus putting those
affected at greater risk of not being socially included. Some of these elements of work, for example casual
employment, can have potentially inclusionary or exclusionary effects and these depend on the nature of
the employment and the individual’s needs and responsibilities.

This paper outlined a number of workforce participation indicators that could be used to monitor social
inclusion/exclusion in Australia. These indicators include labour force participation (including the
participation of particular groups), the long-term unemployment rate, people living in jobless households,
and income adequacy. In many cases, Australia currently compares favourably to other OECD countries on
these measures. Over time, as experience with these indicators (particularly in application to panel data)
grows, social and economic circumstances change and those working in the field gain deeper
understanding, these indicators, as well as those covering other dimensions of social inclusion/exclusion,
are likely to be reviewed and refined.

This paper has outlined some ways in which minimum wages may affect social inclusion. Minimum wages
may play a role in providing the financial incentives for people to take up, or increase their hours in, jobs
paid at minimum wages, or may enhance social inclusion through their role in providing a safety net.
Minimum wage decisions may also have employment effects; however, these effects are not clear cut. The
international and Australian literature has produced quite varied results, from showing negative effects or
non-significant negative effects, to showing zero or positive employment effects. As detailed in the paper,
Australia has higher minimum wages than many countries as well as having higher employment rates. This
suggests that other labour market characteristics and institutional factors are important in this relationship.
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The connections between minimum wages and social inclusion represent an area for further consideration
and research.
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Appendix 1—Flexicurity

The concept of “flexicurity’ first appeared in European academic discourse in the mid-1990s, addressing
social and economic policies in general and employment policies in particular. Nowadays it is at the top of
the European agenda and the European Commission (EC) has become its foremost proponent, urging
European Union member states to adapt national employment policy strategies in line with the principles
championed by the ‘flexicurity’ model (EC 2007; Keune & Jepsen 2007). The key elements of flexicurity are
considered to constitute an integral part of the European Social Model, and to play a major role within the
revised Lisbon Strategy for growth, jobs and competitiveness (Keller & Seifert 2009; Madsen 2002).

The EC defines flexicurity as ‘a comprehensive approach to labour market policy, which combines
sufficient flexibility in contractual arrangements—to allow firms and employees to cope with change—
with the provision of security for workers to stay in their jobs or be able to find a new one quickly, with
the assurance of an adequate income in between jobs’ (EC 2007:10).

In Denmark, where flexicurity was first introduced in the mid-1990s, the model consists of government
policies which provide more generous income support, effective retraining and life-long learning systems,
along with highly developed labour laws, all of which aim to balance the need for workplaces to be
flexible against the needs of workers for employment security (Auer & Lansbury 2009).

Since its introduction in Denmark in 1993, flexicurity has been credited for reducing unemployment in
Denmark from a maximum of 10.2 per cent in 1993 to 5.2 per cent in 1999 (Madsen 2002). At the same
time employment participation increased to 76.5 per cent, which is the highest among the European
Union member states. As a result of these favourable outcomes, flexicurity has become a field of major
interest to academics and policy makers in the European Union (EU), the International Labour Organization
and the Organisation for Economic Co-operation and Development (OECD).

Researchers attribute the success of the Danish economic upswing to the adoption of a flexible liberal
market economy with limited legal protection for workers against dismissal or a change in the extent of
their working time, and social safety net policies built on relatively generous financial security for the
unemployed and measures designed to encourage reintegration into the labour market (Keller & Seifert
2009). Madsen (2002) argues that, due to the non-restrictive employment protection legislation, which
allows employers to hire and dismiss workers without considerable expense and with short notice, a large
number of workers (as high as 25-30 per cent), are affected by unemployment every year, but that most
of them quickly return to employment. Those who do not return to employment quickly are assisted by
active labour market programmes before re-entering a job. At the same time, through its social security
system and active labour market programmes, Denmark provides a generous safety net for its citizens
(Ministry of Foreign Affairs of Denmark 2009; Madsen 2002).

On the other hand, one outcome of the large number of shifts between jobs is that some workers are
being gradually excluded from the labour market (Madsen 2002). Another point of criticism, put forward
by Keller and Seifert (2009) is that more emphasis is placed upon the flexibility component. They also
argue that flexicurity refers mainly to patterns of standard employment and excludes existing types of
atypical employment which include, among others, part-time employment, fixed-term contracts, casual
employment, and agency work. Employees in these types of jobs are especially vulnerable—in view of this,
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flexicurity may be associated with increasing segmentation and the social consequences arising from this
(Keller & Seifert 2009).

The effectiveness of flexicurity may depend on particular societal preconditions being present. With regard
to the Danish labour market, Madsen (2002) and other researchers note the following features:

The Danish industrial structure has a predominance of small to medium-sized enterprises, which make
it easier to move from one company to another due to lower entry barriers at the enterprise level.

Eighty-five per cent of Danish workers were members of a union in November 2008 (Ministry of
Foreign Affairs of Denmark 2008), ensuring a high level of compensation for workers when they are
dismissed in return for union acceptance of a low level of employment protection (Andersen & Svarer
2005:3 in Jensen 2009).

The Danish labour market situation generally improved since 1994, coinciding with an expansion of
fiscal policy (commencing in 1993-1994), the fall of interest rates internationally, and a credit reform
allowing home owners to convert the fall in long-term interest rates into lower housing costs.

Relatively generous unemployment benefits are paid to unemployed workers from the first day of
unemployment and for a period of up to four years (Madsen 2002:6). The vast majority of unemployed
persons who are members of an unemployment insurance fund receive unemployment benefits
calculated at the rate of 90 per cent of their previous income (with a ceiling of 19,400 Euros per year in
2002). For low-income groups, this and other income-related benefits, combined with the effects of
the rather high level of income tax, result in high net income replacement rates (OECD 1999). Among
workers employed on typical minimum wage conditions, the net replacement rate is around 94 per
cent. In the Danish labour market system, the potential disincentives deriving from these high income
replacement rates are addressed by requiring the unemployed to be actively seeking jobs and by
offering mandatory full-time skill training and labour market support after 12 months of
unemployment for adults, and after six months for young persons aged less than 25 years (Madsen
2002).

The Danish welfare state provides welfare benefits independent of whether the citizen participates in
the labour market or not, including free education for children attending pre-school, primary,
secondary and tertiary education and access to health services. Other forms of flexibility and security,
such as the availability of affordable child and elder care and flexible working time arrangements, also
appear crucial in making individual employees more flexible in relation to their existing employment, as
they are not so afraid of being dismissed (Jensen 2009; Madsen 2002; Ministry of Foreign Affairs of
Denmark 2008).

The relevance and suitability of ‘flexicurity’ to Australia has yet to be explored. If the above types of
institutional and organisational conditions are not present, it may be difficult for other countries to achieve
similar outcomes as Denmark by using a model of flexicurity.
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Appendix 2—The federal government’s social inclusion approach

Social Inclusion Principles of Approach for Australia

Within the Australian context, the Australian Government (2008:2-4) provides some indication of how it
envisages its holistic approach. It provides three aspirational principles: reducing disadvantage; increasing
social, civil and economic participation; and a greater voice, combined with greater responsibility. In
addition it provides eight principles of approach that include:

Supporting and building on the strengths of individuals, families, communities and cultures.

Building partnerships between government and other stakeholders in order to achieve the joined-up
approach required for sustainable outcomes, and sharing expertise to produce innovative solutions to
social issues, for example for reducing homelessness or strengthening service provision.

Developing tailored services for those members of the Australian population experiencing, or at
immediate risk of, significant exclusion for whom mainstream services may not be sufficient or
appropriate to mitigate against exclusion. This is envisaged to incorporate:

- Intensive interventions tailored at an individual, family or community level to support those
experiencing deep and complex social exclusion. Different service providers may need to link
together to do this, for example, linking employment preparation effectively with drug or
alcohol treatment may be necessary as a pathway out of homelessness.

- Overcoming the fragmentation of government service systems for people at high risk of social
exclusion, and in relation to important milestones in the lifecycle, such as transition from
adolescence to adulthood or the end of working life.

Giving high priority to early intervention and prevention. Identifying the root causes of disadvantage
allows interventions to be designed to prevent the occurrence of problems and provide more effective
support to those who are vulnerable before disadvantage becomes entrenched. This is particularly
important in preventing intergenerational transmission of disadvantage.

Building joined-up services and whole of government(s) solutions. The multifaceted nature of social
exclusion means that the services offered by any one agency can only go so far in meeting the complex
needs of a person or groups of people. Separate silos of funding, policy-making and service delivery
can be systemic barriers to providing effective support. Flexibility and cooperation across agencies, both
between Commonwealth agencies and across levels of government, is one key to comprehensively
addressing social exclusion.

Using evidence and integrated data to inform policy and to report regularly on progress in social
inclusion (including the use of clear indicators and reporting from the perspective of the individual, the
family, the neighbourhood or the community affected).

Focusing effort on building social inclusion in particular locations, neighbourhoods and communities to
ensure that they are not left behind.

www.fwa.gov.au Research Report 2/2010 V2 February 2010 57



Literature review on social inclusion and its relationship to minimum wages and workforce participation

Focusing on long-term sustainable improvement. To do this, it will be important for the government to
establish benchmarks; adopt formal quantified targets that are ambitious but attainable, measurable and
time specific; focus on long-term policy goals; and integrate long-term social inclusion objectives in
broader reform efforts, such as budgetary reform and reforms being pursued through the Council of
Australian Governments.
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Appendix 3—Dimensions of social exclusion

Dimensions - Pierson (2001) in

Dimensions - Burchardt
et al. (2002: 231)

Dimensions - Survey of Poverty and Social

Australian Social Inclusion Board

(2009: viii—ix)

Exclusion in Britain (PSE Survey reported in

Saunders et al. (2007:66)

Lack of access to the job
market

-difficulty entering or re-
entering the job market

Production exclusion

-lacking involvement in
economically or socially valued
activities, such as paid work,
education or training, or
looking after one’s own family.

Labour market exclusion

-identified using a range of labour market
indicators, including living in a jobless
household, but recognising that these are
only valid indicators of exclusion when
they correlate with exclusions from social
relations.

Poverty and low income

-lack of resources needed to participate in
the activities, living conditions and
amenities that are generally available to
most people in society.

Consumption exclusion

-lacking the capacity to purchase goods
and services..

Impoverishment, or exclusion from adequate

resources

-being poor in terms of both low income and
deprivation
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Limited social supports & networks

-barriers to social support & informal help
that people need to take part in community
life (‘network poverty’).

Social interaction

-not engaging with family, friends and
community

Exclusion from social relations

-includes:

> non-participation in common activities

> low extent and quality of social networks

> lack of available support in normal and crisis times
> disengagement from political and civic activity; and

confinement, resulting from fear of crime, disability or
other factors.

Exclusion from services

- barriers to obtaining a range of
in-home & out-of-home services
which are beyond the ability of
individuals to overcome, including
developmentally vital education,
child care & health services, home
help & home care support, &
transport & financial services.

Savings

-inability to accumulate savings,
lack of home ownership &
superannuation.

Service exclusion

-exclusion from services such as public
transport, play facilities for youth clubs and
basic services inside the home (gas,
electricity, water, telephone), health and
dental services

The effect of the local
neighbourhood

-exclusion due to persistent
disadvantage within the local
area.

Political engagement

- lack of involvement in local or
national decision-making
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Appendix 4—International comparisons of job tenure

Job tenure is the length of time that workers remain in a given job. It is determined by a range of factors
affecting the supply and demand of labour markets, including market conditions and institutional factors
(e.g. employment protection legislation).

Figure 1.1—reproduced from a presentation by Auer (2009)—shows the average job tenure for a number of
Organisation for Economic Co-operation and Development (OECD) countries. The average levels of tenure in
most of these countries have broadly remained constant over time. Compared to other countries, Australia
has the lowest average job tenure of all developed OECD countries (Auer 2009; Landt & Pech 2000;
Mumford & Smith 2000). In 2008 average job tenure in Australia was four years, as opposed to 6.1 years in
1995 (Auer 2009:13; Mumford & Smith 2000:9; Pro Bono Australia 2008:1).** Moreover, voluntary annual
turnover is approaching 20 per cent, and one projection is that by 2020 average job tenure will reduce to
around three years, with one in three workers employed on a casual basis (Pro Bono Australia 2008:1).

Mumford and Smith (2000) consider differences in individual job tenure between Australia and Britain. Based
on the Australian Workplace Industrial Relations Survey 1995, they looked at a range of demographic,
educational, job-related, occupational and work environment variables to try to explain Australia’s lower
average job tenure.

Demographically, the Australian workforce is relatively young —in 2005, 71.3 per cent of persons aged 15 to
24 years participated in the workforce, compared with 65.9 per cent for Britain and the OECD average of
49.4 per cent (Abhayaratna & Lattimore 2006: 25 & 63, Table A3). Workplaces with higher numbers of
young workers tend to have shorter tenure (Mumford & Smith 2000:10).

Other factors would tend to suggest that Australia should have similar or longer job tenure to Britain,
including:

= the participation rate for women, which for Australia was 57.0 per cent in 2005, compared to 55.9 per
cent in Britain, and an average of 50.3 in the OECD (Abhayaratna & Lattimore 2006: 62, Table A2);
women tend to have shorter average job tenure (Mumford & Smith 2000:22)

= the proportion of individuals receiving employer-provided training, which in 1995 was very similar across
the two countries, at around 60 per cent (employer-provided training is typically associated with longer
tenure ) (Mumford & Smith 2000:11)

= the level of permanent jobs with parental leave and childcare. As of 1995, Australians were three times
more likely to be on fixed-term contracts than Britons (nine per cent as opposed to three per cent),
although almost one in two Australians could access maternity/paternity leave compared to roughly one in
four Britons (Mumford & Smith 2000:11)

= the percentage of businesses which are large and capital intensive, with Australian businesses tending to
have a larger average size. In Australia (in 1995) the mean workplace size was 166.53 employees as
opposed to 60.49 employees in Britain (Mumford & Smith 2000:14, 31-32, Table 1b), and

44 Note that while the OECD provides a broadly accurate perspective on job tenure and other labour market data, differences in job tenure
may reflect variations in statistical practices across countries.
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= the degree of union membership, which was substantially higher in Australia in 1995 (50 per cent) than in
Britain in 1998 (39 per cent), although it was lower as of 2008 (19 per cent compared to 27.4 per cent)
(ABS 2008a:30; UK National Statistics Office 2008). Mumford and Smith (2000) suggest that unions
provide a mechanism for workers to express their views, thereby leading to fewer resignations and longer
tenure, while Freeman (1980) claims that unionism is considered to be a major force in the creation of a
relatively permanent workforce thus facilitating increased job tenure).

Madsen (2002) argues that the level of average job tenure ‘appears to be an inherent structural characteristic
of the employment system of each country’ (2002:4), where employment protection legislation and labour
market institutions (such as wage-setting structures, union power, unemployment insurance schemes, labour
taxes, government mandated active labour market policies and retirement-related institutions) play an
important role. In relatively open labour market systems, employees may have more opportunities to gain
higher wages from increased job mobility, but may also face greater job uncertainty. Indeed, institutional
differences, in particular the fact that firing costs in some countries are nearly proportional to job tenure,
seem to be useful in explaining disparities between countries concerning job tenure (Naticchioni & Panigo
2004).

Figure 1: Average job tenure in years EU-15 for 192 and 2005
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Appendix 5—Selected studies of social exclusion: dimensions and indicators
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retired over
pensionable age

Long-term
unemployment share*

Very long-term
unemployment rate
(>24 mths)

households
Unemployment rate

Population wanting
paid work

Low paid

Pay inequalities
Job insecurity
Access to training

Dimensions Indicators of social exclusion
Labour Not in Long-term Employment | Out of work benefit Non- Unemployed or looking Participation in the
Market employment or unemployment rate rate recipients participation for work Labour Market
s Se?1|1f-lo ment Percentage of people | Workless Long-term recipients of | Jobless Lives in a jobless Employment rates
ploy ' living in jobless household benefits household household
full-time households rate Employment of older
education or In receipt of tax credits workers
looking aft eartionmt vegion Percentage of people Long-term
ooking after 9 living in jobless unemployment
children, or employment rates

Persons living in
jobless households

People with a mild
or moderate
disability who are
working*

Regional disparity in
employment

Exclusion from
adequate
resources (i.e.
poverty & low
income)

Income under half
mean equivalised

Household income
(relative poverty
rate)

Not an owner-
occupier, not
contributing to or
receiving an
occupational or
personal

Income under 60%
median equivalised
household income
(relative poverty rate)

Persistent poverty
Depth of poverty

Dispersion around
poverty line*

Poverty rate anchored at
point in time*

At risk of poverty rate

Income under
60% median
equivalised
household
income
(relative
poverty rate).

Persistent
poverty

Absolute
poverty

Income under 60%
median equivalised
household income (relative
poverty rate)

Poverty rate after housing
costs

Persistent poverty

Income inequality using a
range of percentile ratios

Cannot afford a range of
essential items or

Income under
60% median
equivalised
household
income (relative
poverty rate)

Lack of socially
perceived
necessities (using
consensual poverty
method)

Couldn’t keep up with
payments for water,
electricity, gas or telephone
in the last 12 months

Does not have $500 in
savings for use in an
emergency

Had to pawn or sell
something, or borrow
money in the last 12
months

At risk of poverty rate
after social transfers

Degree of inadequate
income

Income distribution
Income inequality

Persistent risk of
poverty rate

More stringent risk of
poverty rate
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Dimensions Indicators of social exclusion
(Cont'd) pension, and no | before transfers* Long-term activities (e.g. Could not raise $2000 in | Income of people 65
adequate ' based on 50% P friends/family round for Does not have more than eople under 65
d median income* ; y $50 000 worth of assets | PP
resources drink or a meal at least years
(i.e. Poverty 80/20 percentile ratio once a month) Has not spent $100 on a Housin
& low Gini coefficient* Lacking consumer special treat for a special afforda%ilit .
income) durablgs treat for myself in the y
last 12 months
Level .Of out-qf -work Does not have enough to
benefits relative to
i get by on

earnings
Exclusion If lacks someone Non- No regular social contact | Assistance given and
from social who will offer participation in | with anyone received*
supportand | support in one common social Does not have social life | Influencing decision
networks of 5 respects activities

(listen, help in
crisis, can relax
with, really
appreciates you,
can count on to
comfort)

The extent of
people’s social
networks &
the extent to
which they are
socially
isolated

The support
available to
individuals on
a routine basis
& in times of
crisis
Confinement,
resulting from
fear of crime,
disability or
other factors

No annual week’s
holiday away from home

No hobby or leisure
activity for children

Could not go out with
friends and pay my way
in the last 12 months

Unable to attend
wedding or funeral in
the last 12 months

makers*
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Dimensions Indicators of social exclusion
Exclusion Early school leavers Older people | Without bank account Exclusion from | Children do not Early school leavers
from services not in further receiving Without home contents | N extensive | participate in school not in education or
education/training intensive : range of public | activities or outings training
. home care insurance & private .
Persons with low and receivin Without a car services due to Couldn’t get to an Persons (adults) with
educational an 9 inadequac important event because | low educational
attainment coxwmunit ) Early school leavers not unavacillabilxi/{ of lack of transport in attainment
y in further y last 12 months

based service

Persons with
low
educational
attainment

Attainment
at a range of
ages

education/training

Persons with low
educational attainment

Permanent school
exclusions

or
unnaffordability

Lack of access to :
medical treatment if
needed, a local doctor or
hospital, dental
treatment if needed, a
bulk-billing doctor,
mental health services,
child care for working
parents, aged care for

Adult literacy*

Academic progress
of Year 3 and Year 4
students in
Australia*

Access to the
Internet and
information
technology*

Truancies frail older people
ST ! Homelessness*
School disability support omeless essl
exclusions services, bank or building | Access to services*
society Teenage mothers*
Exclusion Rough Without central heating Fear, & actual
resulting sleepers Non-decent home e_xperlenfe of
from being Non-decent violence
located in a h Energy inefficient iahbouri
particular omes homes Neighbouring,
area Older people Fuel povert icr?vrglr\r/];ggt &
with fear of i ’ communal relations*
crime Homelessness
rate of Overcrowding
domestic Unmet housing need
crime

Mortgage arrears
Housing benefit
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Dimensions Indicators of social exclusion

(Cont'd) Polarisation of housing

Exclusion tenure ##

;?gumltg]e%n Dissatisfaction with

ng local area

located in a

particular area Victims of crime

Exclusion Did not vote in Older people | Non-participation in Disengagement | Did not participate in any

from local the 1992 with fear of any social, political, from political community activities in

and/or general election crime cultural or community and civil last 12 months

national or not member organisation ## activity

decision of political or Rates of

makin campaignin domestic

9 paigning burglary
organisation
Health & Life expectancy at Infant Low birth weight Life expectancy at
wellbeing birth mortality Infant deaths birth
Self perceived health Life Dental health Healthy life '
status expectancy ' expectancy at birth
Child Accidents Self-defined health
protection Youth suicide status
re- Youth drug use Risk of mental
notifications ilness*
Premature deaths

Teen _
pregnancy !_ong-stqndmg
Use of illicit illness/disability
drugs At risk of mental illness
Smoking Obesity
rates

Dental health among
children
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Dimensions Indicators of social exclusion

Contextual Total health
expenditure per
capita

Total social
expenditure per
capita

Notes: This Table has been largely reproduced from Scutella, Wilkins and Horn (2009).
* Secondary (or supplementary) indicators.

## These indicators have been categorised as measures of ‘social cohesion’ in Scutella, Wilkins and Horn (2009). Other indicators of social cohesion included teenage
pregnancies, young people with a criminal record, and children in care
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Appendix 6—Framework for measuring poverty and social
exclusion in Australia (Scutella, Wilkins & Kostenko 2009)

Proposed framework for measuring poverty and
social exclusion in Australia

Indicators of poverty and social exclusion

Domain (or Component Indicator
dimension)
Employment Paid work and unpaid work Long-term unemployed
Unemployed
Unemployed & marginally attached
Unemployed, marginally attached or underemployed
In a jobless household
Material Household income Income less than 60% of median income
resources

Household net worth

Household consumption
expenditure

Financial hardship

Household net worth less than 60% of median
household net worth

Consumption expenditure less than 60% of median
consumption expenditure

Three or more indicators of financial stress

Education and Basic skills (literacy and

skills numeracy)

Educational attainment

Lifelong learning

Low literacy
Low numeracy

Poor English proficiency

Low level of formal education

Little or no work experience

Health and General health
disability

Physical health

Mental health

Disability or long-term health
condition

Poor general health

Poor physical healt

Poor mental health

Has a long-term health condition or disability

Household has a disabled child
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Social

Social support

Participation in common social
activities

Internet access

Little social support

Get together with friends/relatives less than once a
month

Community

Neighbourhood quality

Civic participation & voluntary
activity / membership

Access to health, utilities and
financial services

Access to transport

Low neighbourhood quality

Reported satisfaction with 'the neighbourhood in
which you live’ low

Reported satisfaction with ‘feeling part of local
community” low

Not currently a member of a sporting, hobby or
community-based club or association

No voluntary activity in a typical activity

Personal safety

www.fwa.gov.au

Victim of violent crime
Victim of property crime

Subjective safety
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Victim of physical violence in the last 12 months
Victim of property crime in the last 12 months

Low level satisfaction with ‘how safe you feel’
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Appendix 7—Indicators of labour market inclusion/exclusion

Dimension

Labour
Market
inclusion

www.fwa.gov.au

Indicators of social
inclusion/exclusion

Participation in the Labour
Market

Employment rate

Employment of older
workers

Long-term unemployment
rate

Persons living in jobless
households

People with a mild or
moderate disability who are
working

Regional disparity in
employment rates

Research Report 2/2010 V2

Definition of indicators and references

It includes the number of those in
employment or actively seeking
employment as a percentage of the civilian
population within specified age groups (EU
in ASIB 2009:xiii & 19; EU Social Protection
Committee 2001 in Atkinson, Marlier &
Nolan 2004:53).

This is the employment rate (or
employment-to-population ratio) for
persons aged 15 to 64 years (EU in ASIB
2009:xiii & 25; UK Government in Scutella,
Wilkins & Horn 2009:13).

The employment rate for persons aged 55
to 64 years (EU in ASIB 2009:xiii & 25).

The number of persons unemployed for a
year or more as a proportion of total active
population (including gender breakdown)
(EU in ASIB May 2009:xiii & 29; Atkinson,
Marlier & Nolan 2004:53).

Persons aged 0-65 living in households
where no one is working out of the
persons living in eligible households (EU in
ASIB May 2009:xiii; Atkinson, Marlier &
Nolan 2004:53; UK Government, New
Policy Institute and Saunders, Naidoo and
Griffiths 2007 in Scutella, Wilkins & Horn
2009:13).

Rate of employment among people aged
15 to 64 years whose activity restrictions
are mild or moderate. Disability was
defined as any limitation, restriction or
impairment, which has lasted, or is likely to
last, for at least six months and restricts
everyday activities (ABS 2004:3; EU in ASIB
May 2009:xiii & 35).

The variation in employment rates across
specified regions. There are identified labour
force regions in Australia that experience
persistent labour market disadvantage (ASIB
May 2009:xiii & 37; Commonwealth Dept of
Education, Employment and Workplace
Relations 2009:14).

February 2010

69



Literature review on social inclusion and its relationship to minimum wages and workforce participation

www.fwa.gov.au

8. Proportion of people who .
are low-paid
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Workers who are earning at or just above
the Federal Minimum Wage, which
currently stands at $14.31 per hour, that
is, adult employees paid between $12 and
$16 per hour before tax (Australian Centre
for Research in Employment and Work
2006:9; AFPC 2008b:8).
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