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Introduction

In recent years, researchers have identified a growth in both “work-rich” and “work-poor” households in several OECD countries, including New Zealand. Rather than being distributed relatively evenly across households, paid employment is increasingly concentrated within some households and is absent from others. This concentration of employment reflects a divergence between individual- and household-based measures of joblessness, a phenomenon that has been described as “polarisation”.

Household joblessness, and associated employment polarisation, presents challenges to social policy makers concerned about distributing the benefits of employment across the population, achieving social equality, alleviating poverty, and controlling costs to the state.

Background
Several interrelated changes in the economy and the family have probably contributed to the growth in household joblessness and employment inequality internationally.

Household structural changes

Across English-speaking industrialised countries, increases in divorce and non-marital childbearing, and shifts in the living arrangements of young adults and families, have led to rises in single parenthood and single adults living alone, as well as to a decline in the extended family. Single-adult households have a greater chance of being jobless simply because there are fewer potential wage earners in the household, as well as only one potential resident caregiver in the case of single-parent households.

Changes in gender relations and employment patterns

Over the last several decades, there has been a decline in employment amongst prime-working-aged men, particularly low-skilled and older workers. Over the same period, women’s employment rates have risen dramatically as a result of changes in gender norms, increases in their real wage rates, decreased fertility, advances in household-production technology, and postponed childbearing.

Changes in women’s employment have occurred alongside changes in their family roles. The result is an increase in both sole-mother households, whose employment rates are lower than other household types, and dual-earner households. Together, these changes have increased the share of both jobless and all-work households.

Differential effects of economic restructuring

Economic restructuring during the 1980s and 1990s in New Zealand and elsewhere had differential effects on workers depending on their education level, age, gender, ethnicity and geographic location. These effects may have been even more pronounced at the household level because individuals tend to live with other individuals with similar characteristics. Among couples, this phenomenon is called assortative mating. The result may have been a concentration of joblessness at the household level.

Defining the social policy issues

Both nationally and internationally, scholars and policy makers have been engaging in an ongoing debate about the costs and benefits of various models of welfare provision and labour market regulation. In the United Kingdom (UK), research identifying a growth in the proportion of “work-poor” households has informed social policy reforms aimed at reducing both household joblessness and levels of child poverty. In the United States (US), much research attention since the welfare reforms of the mid-1990s has been given to determining whether there has been a rise in the number of working poor. These contrasting concerns – between controlling the growth of jobless households on the one hand and the growth of working-but-poor households on the other – demonstrate the social policy challenges posed by the changes in the economy and family outlined above.

Distributing the benefits of employment across the population

Employment has many benefits to individuals that go beyond the immediate benefits of labour market income. These include effects on freedom, initiative, skill, psychological health, and future employment and earnings prospects. However, low-paid jobs with little chance for advancement may not provide these benefits and may instead come with significant costs, either to the individual (eg transportation or childcare costs) or to society (eg lost value of individual’s investment in looking after children).

Achieving social equality

Inequalities present at the individual level may be exacerbated at the household level. For example, individuals living within jobless households have diminished social networks to labour markets compared with jobless individuals living with others in paid employment. In addition, jobless households may face further, compounding disadvantages, such as geographical isolation from labour markets, dangerous neighbourhoods, substandard housing and poorly performing schools. However, low-paid employment may do little to improve an individual’s life chances compared with joblessness.

Alleviating poverty
In New Zealand, jobless households are more likely to be poor than households with at least one income earner. Poverty among childrearing households is a particular concern because of associated negative child outcomes. However, certain types of low-paid jobs will be inappropriate for a family reliant on one income because the costs of employment outweigh any gains in income. The international research literature suggests that income supplementation of low-paid jobs may be essential in order for individuals to reap the benefits of employment, in terms of both poverty alleviation and child outcomes.

Controlling costs to the state

Finally, jobless households may be a policy concern because of their financial costs to society. Rather than being supported by within-household income transfers, jobless households must be supported by the wider community (ie taxpayers). However, these costs must be weighed against both the financial costs of supporting low-income employment and the potential societal costs of employment for certain households (eg single parents with young children or teenagers).

Data and methods

Drawing on the literature reviewed, we examine New Zealand trends in household joblessness and employment inequality, and we explore several explanations for these trends, including changes in household structure, changes in men’s and women’s employment patterns, and changes in the concentration of disadvantage within the UK and, to a lesser extent, Australia.

The data for New Zealand come from the March quarters of the Household Labour Force Survey (HLFS), conducted by Statistics New Zealand on a quarterly basis since 1986. Data for the other countries come from similar surveys.

For each year, the New Zealand data set is comprised of households with at least one working-aged adult (aged 15–64) who is (a) employed, (b) unemployed, or (c) not in the labour force and not a full-time student. Households are then characterised according to the number of working-aged adults (referred to here as household type) and, for some purposes, by the presence of dependent children. All working-aged adults in the household are then characterised by their employment status. Any individual who is unemployed or out of the labour force (including the “early retired”) is counted as jobless. A household in which all working-aged adults are not in paid employment is considered “jobless” or “work-poor.” 

We also employ a methodology that measures and identifies the source of any polarisation. Polarisation is the difference between the actual household jobless rate and the predicted household jobless rate when the overall individual jobless rate is applied to all working-aged members of each household (ie when joblessness is randomly distributed across individuals, regardless of household type). We also report on relative polarisation, which is the ratio of the actual to predicted household jobless rate. Finally, we calculate what the polarisation figure would be once we control for characteristics of individual household members, including age, gender, qualifications and ethnicity. 

New Zealand patterns of household joblessness and employment inequality

We find that New Zealand experienced large increases in household joblessness during the period of economic reforms (late 1980s and early 1990s), with the rate increasing from 13.3% of all households in 1986 to 21.0% in 1992–1993. There were declines in household joblessness during the subsequent economic recovery to 2002, with the overall household jobless rate returning to about its 1986 level.

Polarisation also increased during the late 1980s and early 1990s. At both the beginning and end of the period (1986 and 2002), there were approximately 50% more jobless households than one would expect if employment were distributed evenly across the population. In 1996, this figure had reached 66%. 

Households in which all working-aged adults were Māori showed especially large increases in joblessness from 1986 to 1994 (from 23% to 48%) and then a decline to 31% in 2002 (still higher than in 1986).

Joblessness became more concentrated within childrearing and prime-aged (25–49) households between 1986 and 2002. Within the different household-type groups, two-parent households showed large increases in joblessness during the late 1980s and early 1990s, while single-parent and single-adult childless households showed especially large declines in joblessness during the subsequent economic recovery. 

In 1986, 33% of jobless households were raising children; by 2002, this figure had risen to 44%. This is despite the proportion of total households that were raising children declining from 47% in 1986 to 43% in 2002. 

Overall, we find that changes in the economy as a whole were the most important factor in shaping New Zealand trends in household joblessness and employment inequality. While changes in household structure favouring the household type most likely to be jobless (one-adult households) did place upward pressure on household joblessness and employment inequality, these effects were very small compared with the effects of labour market changes. Although there were significant changes in the characteristics of household members and their associated jobless rates, these changes had little measurable effect on the trend in polarisation. However, this result is probably due to the crude measures of household members’ characteristics available from the small sample size of the HLFS.

Social policy efforts to reduce household joblessness during the period of economic restructuring appear to have had little effect in the face of such overwhelming change in the labour market. During the subsequent economic recovery, household joblessness and inequality declined. The disproportionate representation of single-parent households amongst this decline suggests that, in this period, factors other than the economy may have contributed to their increasing employment levels, and the patterns fit generally with what we would expect to see as a result of the social policy reforms of the late 1990s, which were aimed at increasing employment among sole parents.

A comparative perspective on household joblessness and employment inequality: New Zealand, the United States, the United Kingdom and Australia

The US stands out as having exceptionally low levels of both household joblessness and employment inequality, and it provides an interesting comparison case for New Zealand, which has relatively high levels of both. Differences in employment patterns among childrearing households appear to contribute the most to differences in New Zealand and US patterns of overall household joblessness, although single-adult childless households also have much lower jobless rates in the US compared with New Zealand. 

Single-parent households are much more likely to be jobless in New Zealand compared with the US, although both countries, along with the UK, have shown declines in the last several years. This difference in employment rates of single parents is probably tied to differences in the benefit structure and norms surrounding the employment of mothers generally. 

There has also been a divergence between the New Zealand and US jobless rates for two-parent households. Two-parent households were particularly hard-hit by the economic reforms of the late 1980s and early 1990s in New Zealand. Although the proportion of two-parent households that are jobless declined during the late 1990s and early 2000s, their jobless rate remains higher in 2002 than in 1986. 

Finally, keep in mind the contribution of the overall health of the economy to the observed differences in joblessness and employment inequality. New Zealand’s GDP growth lagged far behind that of the US during the restructuring of the 1980s and 1990s and the gap did not close despite growth being strong over the subsequent period.
Conclusions

New Zealand’s overall trends in household joblessness and employment inequality over the 1986–2002 period generally followed trends in the health of the economy. In the mid-to-late 1990s, it appeared that household jobless rates would remain high despite the growth of employment amongst individuals. By 2002, however, the strong economic growth reduced household joblessness back to near the level seen in 1986.

Areas of potential concern
However, other trends highlight areas of potential concern.
· Between 1986 and 2002, joblessness rose substantially among households in which all working-aged members were Māori.

· Household joblessness also became more concentrated in childrearing and prime-aged (25–49) households, even as we saw declines in joblessness among sole parents. Some portion of this trend is related to increases between 1986 and 2002 in joblessness among two-parent households who are often overlooked in policy discussions related to welfare and work.
· New Zealand levels of joblessness and employment inequality are significantly higher than those of the US, with New Zealand showing 50% more jobless households than would be expected if employment were distributed evenly across households, compared with 10% in the US.
Differences in joblessness between New Zealand and the US

Differences in joblessness between New Zealand and the US need to be evaluated in the context of wider social policy goals. The US “stick” approach limits the amount of time a beneficiary can receive income support and requires employment, and it is one way of encouraging the jobless into paid work. Such an approach may confer the benefits of employment to the individuals and families involved and may promote social equality in terms of employment – but these social policy outcomes depend heavily on the types of jobs beneficiaries move into. Indeed, US research indicates that such an approach could contribute to higher levels of wage inequality, and poverty levels are unlikely to be affected unless wages from these jobs are supplemented, at significant costs to the state.
New Zealand’s approach in general (and compared with the US) has placed less emphasis on the benefits of employment per se and has instead weighed these benefits against the potential societal benefits of full-time parental care, especially of young children. The “costs” of such an approach may include higher levels of social and gender inequality and, potentially, of poverty – but again, these outcomes depend on the types of jobs with which joblessness is compared.
Sweden offers an alternative approach. The Swedish “carrot” of providing family-friendly supports, such as subsidised, high-quality childcare and after-school care, encourages employment amongst all parents, including single mothers, and addresses the social policy goals of social equality and poverty alleviation. The trade-off is higher financial costs to the state.

Low-skill, low-paid jobs – entry points or dead ends?

While all advanced industrialised economies are creating high-skill, high-income jobs, they are also creating low-skill, low-paid jobs. Some of these jobs will simply be entry points to the labour market that individuals can move on from, but some are a dead end. Whether individuals can take these jobs and then move on to higher-income jobs depends on a range of factors, including what type of household they live in and the employment situation of any other working-aged adults in the household. The research literature from Australia, the US, New Zealand and the UK suggests that government transfers, wage rates, time spent in paid work, and household type are all important when determining the work status of a household and its standard of living. 

Where there is little welfare support for the non-employed, the market income gained from paid work takes on a greater necessity. Overall, the literature would suggest that, while there is a range of potential benefits from being in paid work for both individuals and households, for many households, a shift from being work-poor to becoming part of the working poor provides few gains in wellbeing. Gains in economic wellbeing and child outcomes seem to be stronger when the incomes of the working poor are boosted with income transfers. 

Both the New Zealand data and the overseas literature suggest that any policies developed to address New Zealand’s relatively high levels of work poverty, particularly among childbearing households, need to be formulated in ways that prevent the growth of working poverty. The data also indicate that while social policy is important, the overall health of the economy is a critical factor in determining the level of joblessness among both individuals and households. 

Importance of tracking household joblessness

Taken together, our results suggest the importance for policy makers of keeping track of household joblessness in addition to standard measures of unemployment and joblessness at the individual level. Future research should be directed at understanding emerging patterns of population disparities in household joblessness, as well as the dynamics of household employment inequality.
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