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1. Introduction
The proportion of New Zealand’s working-aged population that was employed did not change substantially from the end of World War Two through to the mid-1980s (Chapple 1994). While the restructuring of the economy in the mid-1980s through to the mid-1990s resulted in major job losses, subsequent job growth meant that, at the beginning of the 21st century, a proportion of the working-aged population similar to that in 1986 was employed – about 80%.
In contrast, the distribution of paid work between women and men has changed dramatically, as has the distribution of work across households. In the early post-war period, most individuals not in paid work were women married to employed men. Now, a significant proportion of those not in paid work live either in single-adult households, including childrearing households, or with other people who are also not in paid work. Rather than being supported by within-household income transfers, they are generally being supported by the wider community. 
These trends are driven by several interrelated changes in the family and the economy, and they represent a concentration of joblessness at the household level. Rather than being distributed evenly across households, employment is clustered within “work-rich” households, in which all working-aged adults are in paid employment, and is absent from “work-poor” households, in which no working-aged adult is in paid employment.
 This concentration represents a divergence between individual- and household-based measures of joblessness – a phenomenon that Gregg and Wadsworth (2000) term “polarisation”. Household joblessness and associated employment polarisation present challenges to social policy makers concerned about achieving social equality, alleviating poverty, distributing the benefits of employment across the population, and controlling the costs to the state of government-funded income transfers to individuals and families.

In this report, we examine New Zealand trends in household joblessness and employment inequality from 1986 to 2002 using a newly developed household database from the New Zealand Household Labour Force Survey (HLFS). We examine changes in the economy and the family that underlie these trends, and outline key social policy issues. By comparing New Zealand household employment patterns to those of the United States (US), the United Kingdom (UK) and, to a lesser degree, Australia, we further examine the social policy implications of our findings.
The data analyses are aimed at addressing the following research questions.
· What are the annual trends in New Zealand rates of household joblessness and employment inequality since the mid-1980s?

· What is the relative importance of changes in individual-level employment rates and household structural change in producing the observed trends?

· How have various household types (eg one adult, two adults with children) fared?

· How have changes in the characteristics of household members (ie age, education, gender and ethnicity) contributed to the observed trends?

· How does New Zealand fare relative to the US, the UK and Australia in household joblessness and employment inequality?
· What are the implications for social policy?

This research is part of a wider international comparative study of the development of “work-poor” and “work-rich” households co-ordinated by Paul Gregg, an economist with the University of Bristol and the Centre for Economic Performance at the London School of Economics. Countries that are part of the international study include Germany, Spain, the US, the UK, Australia and New Zealand. 
2. Background

In recent years, researchers have identified a growing gap between individual- and household-based measures of joblessness in certain OECD countries, including the UK, Australia and, during the 1980s and 1990s, New Zealand (Callister 1998; Gregg and Wadsworth 1994, 1998, 2002; OECD 1998). Several interrelated changes in the economy and the family across these countries have probably contributed to the growth in household joblessness and employment inequality.

2.1 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 (eg Fields and Casper 2001; Snooks 1994).
In contrast to single-adult households, the extended-family household often provides a form of welfare support and risk sharing, with multiple potential wage earners within the household. For example, in a study of non-employment and jobless households across several OECD countries, Gregg and Wadsworth (1994) report that, while Spain had nearly three times the rate of unemployment in 1994 as the UK, the jobless household rates of the two countries were comparable at about 20%. The authors conclude that “the structure of families and the distribution of work across families takes much of the strain of low employment in the Southern European countries and a smaller burden is placed on the state” (p. 2).
In a similar way, two-parent households have lower risks of non-employment (and reliance on state income support) than single-parent households because there are two potential income earners and caregivers within the household.
 Using this logic, the recent US Personal Responsibility, Work, and Family Promotion Act 2003 aims to encourage and support “healthy marriages” as a goal of welfare reform. One strategy is to assist separated fathers in finding paid work and to encourage the mothers of their children to marry them.

2.2 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 (Dixon 1999). 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, the professionalisation of household work and technological advances that have reduced housework burdens
, decreased fertility, and postponed childbearing (Blau, Ferber and Winkler 2001; Davey 1998).
Although cause and effect are difficult to separate, changes in women’s employment have occurred alongside changes in their family roles – from full-time caregivers to family wage earners and, increasingly, to primary family wage earners (Winkler 1998), in part due to changes in men’s employment prospects. Although women have made great advances in the labour market, on average, they continue to earn considerably less than men. Thus, the parent most likely to retain custody of children in the case of divorce faces a labour market that is still largely structured according to the male breadwinner / female homemaker model (Singley 1995).
The lower wage rates that women earn in the labour market – coupled with other labour market disadvantages that many single mothers face (eg Briar and Rowe 2003; Levine, Wyn and Asiasiga 1993) – affect the perceived trade-offs of full-time employment versus full-time caregiving and contribute to high levels of joblessness among single-parent households. In addition, norms and values surrounding the importance of full-time maternal care of children – especially infants and preschoolers – are in flux and often contradictory, especially for single mothers. A lack of affordable, flexible and high-quality childcare for parents without partners, as well as health problems affecting either sole parents or their children, are other potential barriers to employment (Baker and Tippen 2003; Department of Labour 1999).
In contrast, among couple households, the increase in women’s employment has meant a rise in the proportion of all-work households, which has had a positive effect on gender equality but may be contributing to household employment inequality overall. 
2.3 Differential effects of economic restructuring 
Although the timing and intensity varied, all countries studied in this report underwent some form of economic restructuring during the 1980s and/or 1990s that involved labour market deregulation, corporatisation of public sector services and reduction of government spending on social welfare. New Zealand underwent particularly radical reforms, going from being one of the most regulated economies in the developed world to being one of the least (Dalziel and Lattimore 2001). Evans et al (1996) identify a wide range of reforms that were undertaken in the mid-1980s through to the early 1990s. These included:
· the abolition in December 1984 of exchange controls, which dated back to 1938

· the floating of the New Zealand dollar in March 1985

· a commitment, announced in the June 1985 Budget, to phase out assistance to land-based and manufacturing industries and moves to put state-owned enterprises on a commercial basis 
· an acceleration of the timetable for lowering tariffs and phasing out import licensing (announced in December 1985) 
· the State Sector Act, which restructured public sector appointments and management and took effect April 1988 
· the Reserve Bank Act (passed in December 1989), which provided greater independence and set price stability as the prime target of monetary policy
· benefit level reductions from April 1991

· the Employment Contracts Act (took effect April 1991), which abolished compulsory unionism and facilitated employer–employee individual contracts.

The macroeconomic reforms included a goal of substantially reducing inflation (Evans et al 1996; New Zealand Planning Council 1989). A long-term series of New Zealand inflation shows rates below 5% per annum in the mid-1950s to mid-1960s (New Zealand Planning Council 1989). Inflation steadily increased in the 1970s to reach a peak in excess of 15% in the late 1970s. While there were some major fluctuations in the early 1980s, including a brief reduction to below 5% in 1983/1984 due to the wage–price freeze introduced in June 1982, inflation rates remained in double digits in most of this period. The subsequent period of disinflation, which reduced inflation rates to around 2% in the early 1990s, had a major negative impact on both output (as measured by gross domestic product – GDP) and employment. The negative effects of the process of disinflation outweighed the possible gains in employment that were hoped for as a result of other aspects of the economic restructuring.

The data in Figure 1 show the relatively long period of no real growth in the economy from 1987 (after the sharemarket crash) to 1993, followed by a strong rise in output. As will be illustrated in Section 6 (the international comparative section), while both the UK and the US had a period of slow growth in the early 1990s, growth in output in these economies was far stronger in the period studied than in New Zealand. The continuing strong link between output growth and employment growth needs to be kept in mind when considering changes in employment at both the individual and household level. 
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At the individual level, economic restructuring in New Zealand had differential effects depending on a worker’s education level, age, gender, ethnicity and geographic location (Melville 1998). For example, unskilled and low-skilled workers lost jobs at a much higher rate than other workers as a gap widened in the employment prospects and earnings of low- and high-skilled workers during the late 1980s and early 1990s (Dixon 1998; Maani 1995). Indeed, income inequality rose substantially in the 1980s and 1990s (O’Dea 2000).
 Population subgroups overrepresented in some of the hardest-hit occupations and industries, such as Māori workers, also experienced much higher levels of employment dislocation (Winklemann and Winklemann 1997). Honey (2001) notes that both Māori and Pacific peoples experienced rapid increases in their working-aged populations during the period of economic restructuring, which further exacerbated the problems that both these groups faced in the labour market.

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. Thus, rather than the risk of employment dislocation among workers with no qualifications being spread evenly across households, the risk is more likely to be concentrated among households containing multiple individuals who lack qualifications. One characteristic that tends to differ within households is gender. Among opposite-sex couple households (still the dominant household type, despite changes in household structure), differential effects of economic restructuring by gender have the potential to prevent some concentration of household joblessness. For example, in a study of US couples, Singley (2000) found that, during the 1980s, within-household employment losses amongst husbands located in declining blue-collar occupations were offset by employment gains in the growing service sector by their wives. For a variety of reasons, this compensating pattern of employment of women does not seem to have been so pronounced in New Zealand. 
There are a number of possible reasons why couple households might also have become jobless during the period of restructuring.
· Employment opportunities, including the gender pay gap, along with the combined effects of welfare payments with marginal tax rates, may mean that a couple or family cannot meet their needs with the female partner’s income alone. In this scenario, if the male exits paid work, the female partner will also exit. In Britain, Gregg and Wadsworth refer to this as the “deducted worker effect”. In New Zealand, both Else (1997) and Rankin (1993) have put forward this type of argument.

· One partner may not be in paid work because of illness and the other partner may have withdrawn from paid work in order to provide care. This idea also connects to the view that health might be an important factor in the exiting of individual men from the workforce (Dixon 1999).

· Loss of primary earnings may make the employment of the second earner more difficult to sustain. Cooke (1987) argues that having a primary earner may provide access to equipment, transport or contacts with potential employers that help maintain a second source of income.

· Men and women in couples may have common characteristics that put them both at a disadvantage in the labour market (Cooke 1987; Gregg and Wadsworth 1994). The common characteristics include level of formal education, cognitive ability, access to social networks, social capital, and personality or behavioural characteristics.

· Recessions are highly localised, so labour demand for both women and men in an area may decline, leaving both partners at a disadvantage (Cooke 1987; Gregg and Wadwsorth 1994).

3. Defining the social policy issues

3.1 The social policy context

Alongside New Zealand’s economic reforms of the 1980s and 1990s were shifts in social policy also aimed at reducing state involvement in the economic support of families and households (Dalziel and Lattimore 2001). Historically, New Zealand economic and social policies were aimed at ensuring the economic wellbeing of families through the support of male wages, which were required to be high enough to support the worker, his wife and three children (Shirley et al 1997). This structure was eroded over time, in part by efforts during the 1970s to end gender discrimination in employment (eg the Equal Pay Act 1972 and the Human Rights Act 1977).
During the 1980s and 1990s, the emphasis of social policy was on reducing welfare expenditure and discouraging welfare dependence (eg Preston 1996). Unemployment-related benefits and Domestic Purposes Benefits were reduced, and single parents were discouraged from staying on a benefit in the long term. In 1996, reforms to the benefit abatement regime were aimed at encouraging part-time work amongst sole mothers (Wilson 2000). In addition, in 1997, a series of reciprocal obligations were enacted that included a requirement of part-time work amongst sole mothers of older children and those living without children. In 1999, the abatement regime and the work requirements were structured to encourage full-time rather than part-time employment (Wilson 2000). More recently, these work requirements have been pulled back, although other efforts – such as supporting childcare and addressing the costs of employment – signal a continued emphasis on encouraging sole parents to take up paid employment.

Thus, historically, “mixed-work” households – in which one partner was in employment and the other was not – were encouraged by the structure of social and economic policies. Reforms during the 1970s supported the growth of “all-work” households by withdrawing support of the male wage and making progress toward more equitable employment policies for men and women. During the 1980s, social policy was more directly geared at encouraging the growth of “all-work” households. For example, there was a major expansion of childcare provision in the mid-to-late- 1980s. However, these social policies were not well supported by the economic policies at the time and, as we will see, a dramatic growth in “work-poor” households resulted instead. Reforms with similar goals during the 1990s were more successful in supporting the increase in “all-work” households because of the more favourable economic climate (Goodger and Larose 1999).

3.2 Work-poor or working poor?

These trends in social policy reform in New Zealand reflect a wider, ongoing international debate about the costs and benefits of various models of welfare provision and labour market regulation (eg Dickens and Ellwood 2001; Easton 1997; Esping-Andersen 1996; Nickell 1997; Preston 1996; Siebert 1997). The debate includes discussions of issues such as:
· levels of national and regional employment and unemployment

· income distribution and poverty
· the effect of income support on work effort

· mothers, paid work and the effect on children
· depending on which country is being analysed, concepts such as social exclusion and the underclass.
The UK is sometimes considered part of the “European model” of social welfare (Nickell 1997) and sometimes deemed to represent a “third way” (Giddens 1999). Research in the UK by Gregg and Wadsworth (1994, 1998) identifies a growth in the proportion of “work-poor” households and has informed social policy reforms aimed at reducing household joblessness. Within the “United States model” (Nickell 1997), 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 – those who might have been “work-poor” prior to reforms but who are now in low-paid employment (eg Blank 2002; Morris, Knox and Gennetian 2002). 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.

3.3 Key social policy issues raised by household joblessness and employment inequality

In this report, we use the contrast between work-poor and working poor as a context for understanding New Zealand’s patterns of household-level employment. Below, we outline the social policy goals that are challenged by household joblessness and employment inequality. These goals include:

· distributing the benefits of employment to individuals across the population
· achieving social equality
· alleviating poverty

· controlling costs to the state.
In each instance, we highlight the tension between reducing household joblessness and controlling the growth of working poverty. 
3.3.1 Distributing the benefits of employment to individuals across the population

Among individuals, being in paid work can be important for the following reasons.
· In market economies, a person’s paid work status, including the hours worked and hourly rates of pay, is usually a critical factor in determining their total individual income as well as family and household income (Statistics New Zealand 1999)
.
· For women, participation in paid work, and especially working the same hours for the same pay as men in similar occupations, has been seen as a critical factor in gaining economic independence and as a crucial step towards achieving equality with men (Bergmann 1986).
· Being in paid work may facilitate family formation, particularly for men (Wilson 1987).
· Paid work status is strongly and positively associated with health status (Statistics New Zealand 1993).
· Being in paid work is associated with higher social status (Kalmijn 1994).
Sen (1999: 21) takes a wide perspective of the costs and benefits of being in paid work, and argues that a lack of paid work leads to deprivations that go beyond a lack of market income:

… unemployment is not merely a deficiency of income that can be made up through transfers by the State (at heavy fiscal cost that can itself be a serious burden); it is also a source of far-reaching debilitating effects on individual freedom, initiative, and skills. Among its manifold effects, unemployment contributes to “social exclusion” of some groups, and it leads to losses of self-reliance, self-confidence and psychological and physical health.

In a review of literature on low-paid work, Richardson and Miller-Lewis (2002: 30) suggest that having a job not only provides a current wage but also an expected future wage in that job, an expected future probability of being employed and, potentially, an expected future wage in a different job. In addition, they suggest that having a job provides “an imposed structure to the use of time” and “an obligation to undertake tasks at the direction of someone else”.
However, the authors also raise questions as to whether having a low-paid job is better or worse for some groups in society than having no job at all. For example, a low-paid job might not be beneficial if the job does not serve as a stepping stone to a better job, if the costs of work (such as transport and childcare) are high, or if an alternative use of the person’s time (such as taking care of children) would be more valuable to society (see also Briar and Rowe 2003). While low-income jobs can be a good entry point for some workers, there can be problems for older workers who have lost their previous job, for those who have lower levels of education and, as we discuss in more detail below, for sole parents.

3.3.2 Achieving social equality

The concentration of joblessness at the household level can potentially exacerbate any existing inequalities amongst individuals. For example, work-poor households will often have diminished social networks to employment and, given patterns of residential segregation, may also be geographically isolated from labour markets (Morrison, Callister and Rigby 2002).

However, low-income jobs also present a challenge for social equality. For example, a low-wage, part-time job may be an appropriate entry point to the labour market for someone in a household where there is already one steady income, but such a job is not suitable for someone who is the sole adult in a household or who has a partner who is unable to work. When low-wage, dead-end jobs are the main source of potential wage earnings for a household, they have a potential to exacerbate inequalities similar to joblessness. At a societal level, social mobility pathways for individuals in low-wage jobs are critical for reconciling societal goals of full employment and social equality. The development of such pathways requires social investments in areas such as education, especially given that many low-paid jobs offer minimal on-the-job training. Esping-Andersen (1996: 25–26) notes:

… if a return to full employment will have to rely on greater earnings inequalities and a profusion of “lousy” service jobs, active social investment policies should diminish the chance that certain groups become chronic losers. “Lousy” jobs will constitute only a marginal welfare problem (and may even be beneficial) if they are merely stop-gap, or easy first entry, jobs for school leavers or immigrant workers. They are a major problem if they become life cycle traps. We know that education and skills offer the best odds for people to move on to better jobs. Hence, a low-wage-based employment strategy can be reconciled with equality if there exist guarantees of mobility and improvement.

More generally, a possible polarisation of employment forms part of a wider concern that society is becoming more unequal on a number of measures. Writers such as Reich (1992, 2001) have discussed the polarisation of employment into high-skill, symbolic analytical jobs versus low-skill, routine occupations. Both nationally and internationally, there are concerns about possible growth in inequalities of income and wealth (eg Atkinson 2003; O’Dea 2000). Bringing geography into the analysis of inequalities of work and income, Wilson (1987) has written about the creation of ghettos and the development of an inner-city underclass in the US. Closer to home, researchers in Australia have suggested that particular communities within large metropolitan areas have, since the 1970s, become work-rich and work-poor (Gregory and Hunter 1995). In these “pockets of poverty”, not only are residents likely to have limited access to jobs but the provision and quality of goods and services, including schooling and health care, may also be lower in such areas (Van Kempen 1997). This potential wider polarisation of outcomes is illustrated in Table 1.

Table 1  The potential polarisation of life experiences within industrialised societies

	
	Life is getting better
	Life is getting worse

	Education
	university degree or advanced qualification
	low levels of literacy, school dropout

	Paid work
	work-rich, high income, secure, full time 
	work-poor, low paid, insecure, part time

	Living arrangement
	owning a home, living in married couples, two-parent families, choosing to live alone, delayed childbearing
	being homeless or living in boarding houses, prison, overcrowded multi-family households, teenage pregnancy

	Neighbourhood
	neighbourhood of choice, good schools, safe environment, positive social norms
	neighbourhood of fate, poor schools, high crime levels, negative social norms


Finally, another social equality issue surrounding employment polarisation involves gender equality. The rise in partnered women’s employment has led to decreases in women’s economic dependency within the home and has been central to women’s gains in the labour market relative to men (Blau 1998; Sorenson and McLanahan 1987). However, the rise in all-work households has also been driven by increases in partnered women’s employment. Thus, some portion of rising employment inequality across households may be linked to greater employment equality within households. 
3.3.3 Alleviating poverty

One of the key social policy concerns surrounding household joblessness is tied to associated levels of poverty, particularly among childrearing households. Research on joblessness carried out in New Zealand, the UK and Australia (Callister 2001; Dawkins, Gregg and Scutella 2002; Gregg and Wadsworth 2000) shows that, in the late 1990s, all three countries had relatively low individual non-employment rates, relatively high household jobless rates, and very high jobless rates amongst childrearing households. In all three countries, these employment patterns have been linked to relatively high rates of child poverty. 
The problem for children of living in work-poor households has been demonstrated by some recent New Zealand research. Krishnan, Jensen and Rochford (2002) show that, since 1988, the proportion of dependent children in New Zealand families reliant on government transfers as their main source of income has increased, while the proportion reliant on market income has declined. Due to a combination of changes in welfare provision and the labour market, they demonstrate that, among children reliant on government transfers, the tendency to be poor has increased markedly, while the probability of being poor among those reliant on market income has stayed relatively static. Krishnan et al go on to report that poor children reliant on government transfers, when compared with poor children reliant on market incomes, have lower living standards and a range of other problems that place them at greater risk of negative outcomes.

Also in New Zealand, Ball and Wilson (2002), using benefit data, show that a significant number of children spend some time in a work-poor and, as a result of relatively low benefit payments, low-income household. (These data do not provide information on low-income families in paid work.) Their data suggest that more than half of children born in the mid-to-late-1990s may have been exposed to low income for at least part of their early years. They also suggest that most of the children who had a period of low family income in their first seven years of life experienced low income before their first birthday.

The New Zealand research, as with research in most other OECD countries, indicates that sole-parent households (primarily sole mothers) are particularly at risk of being in poverty and thus of experiencing associated negative child outcomes. Stephens (2000) notes that policies around single mothers are a major issue in welfare reform for both New Zealand and the US. He demonstrates that these two countries have the highest proportion of single-mother families and households in the OECD, and, in both countries, single mothers have a relatively high poverty rate, lower educational attainment, a strong ethnic bias, and high unemployment rates. 
In his comparative study, Stephens reports that there are also significant differences in the outcomes for single mothers between the two countries. The US has a relatively high employment rate compared with other OECD countries, while New Zealand has one of the lowest employment rates. Even though employed single parents have far lower poverty rates than those receiving welfare benefits in both countries, the US has a very high poverty rate for single parents regardless of employment status, while New Zealand has a more moderate poverty rate for single parents overall compared with the US.

Stephens puts forward several reasons for this. First, compared to the US, welfare benefit levels in New Zealand are substantially higher, being close to the international poverty line of 50% of median disposable income. The US benefit levels are generally below even the meagre US poverty level. Second, the relatively high US employment levels among single mothers have been based largely on low wages, with the national minimum wage being below the poverty level for a single mother with children. He notes that, although income inequality in New Zealand has increased, New Zealand has had a more egalitarian wage structure.
Stephens goes on to suggest that, in some respects, the operation of the US welfare system, especially since the implementation of the 1996 Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA), is along lines similar to that of Sweden. Both countries argue that employment is the first and preferred option, and both have developed extensive case management approaches to ensure employment. However, he notes that, in Sweden, there is a more egalitarian economy overall, with high wages for women and extensive government provision of childcare and paid parental leave. Poverty relief and child development are the prime concerns, and this is reflected in outcomes for children.

Citing the work of Burström et al (1999) and Whitehead, Burström and Diderichsen (2000), Whitehead and Holland (2003) suggest that most Swedish lone-parent households cannot be considered to be in financial hardship compared with their UK counterparts. In these studies, which compare Sweden and the UK, less than 10% of Swedish lone mothers were classified as poor (measured as below 50% of median income, standardised for family size). Most Swedish sole mothers were employed and were not “working poor”. In addition, these studies suggest that, among those who were not employed, only a few were considered to be poor. Whitehead and Holland conclude that the Swedish welfare system has “largely protected lone mothers from poverty and unemployment, in stark contrast with the UK situation, in which most lone mothers were still poor, even with the help of welfare benefits” (p. 271).

The level of benefits payments relative to low-wage jobs, along with the overall strength of the economy, is clearly very important in determining the proportion of working-aged households that are work-poor, as well as the poverty levels in both working-poor and work-poor households. In their study comparing the UK and the US, Dickens and Ellwood (2001) argue that social policies appear to have increased incomes but reduced work in Britain, but may have had the opposite effect in the US. Their research shows large differences between the US and UK benefit systems. As an example, in the period studied, single-parent households with zero market earnings in the UK got 62% of the relative poverty standard. In the US, this figure was just 19%, and two-parent households and single adults got even less. They argue that incentives to be in paid work have always been stronger in the US than in Britain, and have become even stronger recently for single parents in the US.
In their empirical analysis, Dickens and Ellwood modelled increasing the paid work level in the UK to the work levels of 1979 but retaining wage and demographic patterns of 1999. They found that the share of children who were poor and in homes where no one was working would fall from 17.6% to 11%. Overall poverty would not fall as much, however, because the number of children in working-poor families would rise. The poverty rate would fall by only five percentage points. But if work was made to pay sufficiently so that no family with 30 or more hours of work was left poor, then poverty amongst children could be reduced in the UK by one-half.

Research in the US suggests that the benefits of paid employment with sufficient earnings go beyond the avoidance of income poverty. Studying the effects of welfare reform on families, Morris et al (2002) found that programmes that increased both parental employment and income by providing a supplement to the earnings of welfare recipients (primarily sole mothers) when they took up employment improved the school achievement of their elementary-school-aged children. The study emphasised that, for many families, simply having a paid job was not sufficient to improve family wellbeing. The paid job, through income supplements, needed to bring in sufficient income to lift families out of poverty.
However, the study did provide some evidence of negative effects on adolescents as a result of the “childcare problem” associated with maternal employment. Not only were many adolescents left unsupervised as their parents increased their employment, but they also appeared to be caring for younger siblings and working more than part time. While these households would be classified as work-rich, the wellbeing of family members may be compromised.

Overall, the research by Dickens and Ellwood, Morris et al and Stephens points to a need to look at both increasing work effort and increasing wages of low-paid (or potentially low-paid) parents. 
3.3.4 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 mothers with young children or teenagers). Dickens and Ellwood (2001) demonstrate that the US now spends more on in-work benefits than it ever did on cash benefits for the non-working poor. However, the Swedish research indicates that, while there is a significant fiscal cost involved in ensuring that childrearing families (whether employed or not) are not poor, there are also major benefits to this approach in terms of child outcomes (Whitehead and Holland 2003). 
4. Data and methods

Drawing on the literature reviewed above, we examine in depth New Zealand patterns and trends in household joblessness and employment inequality, and compare the basic trends with those found in the US, the UK and, to a lesser degree, 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. The HLFS covers approximately 15,000 households and 30,000 individuals from the civilian, non-institutionalised, usually resident population aged 15 years and over. Recently, as initiated by this study, Statistics New Zealand developed a household weighting system for use of the household data prior to 1995. Thus, this study is one of the first to analyse the HLFS household data for the full period. The database has also allowed us to contribute New Zealand data to an international comparative study on employment polarisation for the first time. 
Data for the other countries come from similar surveys: the British Labour Force Survey, the US Current Population Survey, and the Australian Survey of Income and Housing Costs and the Income Distribution Surveys. The samples and variables extracted are similar to those described below for the New Zealand data set.
 The main comparative analyses involve yearly data from New Zealand, the US and the UK. For all countries, the starting point of the analysis is 1986. For New Zealand and the UK, the end point is 2002; for the US, it is 2000. Because yearly data, and more recent data, are not yet available for Australia, we also include a short analysis of the four countries at four different time points: 1977, 1984–1986, 1997–1998, and 2000. In this part of the analysis, 1977 data are available for the US and UK only, and 2000 data are not available for Australia.

For each year, the New Zealand data set comprises households with at least one working-aged adult (aged 15–64) who is:

· employed
· unemployed 
· not in the labour force and not a full-time student. 
Full-time students not in the labour force who are over the age of 16 are excluded from the analysis. Individuals aged 15 or 16 who are full-time students are counted as dependent children. 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”. An “all-work” or “work-rich” household is one in which all working-aged adults are in paid employment, and a “mixed-work” household is one in which some working-aged adults are employed and others are not.
 The main type of mixed-work household involves a childrearing couple in which the male partner is employed and the female partner is not in the labour force.

For the New Zealand analyses, we also employ a methodology that consists of a simple set of indices that measure and identify the source of any discrepancy between individual- and household-based measures of joblessness (Gregg and Wadsworth 2000). The indices allow for a formal decomposition of changes in joblessness into components related to changes in overall employment levels and changes in household composition.

For each year, we measure what Gregg and Wadsworth (2000) term “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. A value of “1” indicates no difference between the actual and predicted rates – in other words, no polarisation. A value of 1.5 would indicate that there were 50% more jobless households than expected if work were distributed evenly.

Next, we decompose change over time in both the predicted household jobless rate and the polarisation measure. Change in the predicted household jobless rate can be decomposed into components measuring change in household composition versus change in overall employment probabilities. Change in the polarisation measure can then be decomposed into between- and within-group components, which suggests the relative importance of changing household composition versus changing allocation of work within households, respectively. 
Finally, we relax the assumption of a random distribution of work for our predicted household jobless rates and instead substitute employment probabilities for household members based on each individual’s ethnicity, age, gender and qualifications.
 Doing so allows us to measure the extent to which changes in polarisation are determined by changes in the characteristics of households (eg whether disadvantageous characteristics are increasingly concentrated in certain types of households). If members of jobless households tend to have common characteristics that make them more likely to be without work, conditioning the predicted jobless household rate on these characteristics should go some way in explaining the polarisation. If the predicted jobless household rate once individual employment probabilities are conditioned on characteristics is the same as the actual jobless household rate, then the distribution of these characteristics across households explains the observed polarisation. 
5. New Zealand patterns of household joblessness and employment inequality

5.1 Joblessness and benefit receipt prior to 1986

Although our focus is on the 1986–2002 period and capturing most of the effects of the significant restructuring during the 1980s and 1990s, it is important to acknowledge where this time period stands on a wider scale. Unemployment was on the rise from the late 1970s to 1986, after years of being virtually non-existent (Figure 2). Non-labour force participation had declined since the mid-1950s, representing women’s entry into the labour force. As a result, total employment, although higher than in the mid-1950s, was fairly stable during the period from 1970 to 1986, when our study begins. Also, as seen in Figure 3, between 1975 and 1986, receipt of Unemployment Benefits, Domestic Purposes Benefits and Invalids’ Benefits increased steadily. Thus, it is important to keep in mind that, at the starting point of our study, both unemployment and benefit receipt had been on the rise over the last decade.
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5.2 Overall trends in joblessness, 1986–2002

Table 2 shows that both individual and household jobless rates rose appreciably during the 1980s and early 1990s in New Zealand. By 1992, 31.0% of all working-aged adults were jobless, up from 24.3% in 1986. Household joblessness peaked in 1992–1993, when 21.0% of households had no one in paid employment, up from 13.3% in 1986. Both measures then declined, but household-level joblessness did so more slowly.
 In 2002, household joblessness was slightly higher than in 1986, while individual joblessness was slightly lower. Overall, the change in the individual jobless rate represents offsetting effects of a slight rise in the male jobless rate and (after a period of increases to 1992) an overall decline in the female jobless rate between 1986 and 2002 (columns 3 and 4).

Table 2  Percentage and number of jobless prime-working-aged individuals and households in New Zealand, 1986–2002

	
	Jobless individuals
	Jobless households
	Jobless

men
	Jobless 
women

	
	 %
	N
	 %
	N
	 %
	N
	 %
	N

	1986
	24.3
	478,172
	13.3
	126,100
	11.0
	108679
	37.6
	369,493

	1987
	24.2
	478,645
	14.3
	136,586
	11.5
	113159
	36.8
	365,486

	1988
	25.6
	507,434
	15.6
	151,746
	13.7
	135521
	37.3
	371,913

	1989
	28.4
	564,055
	18.3
	180,216
	17.5
	173195
	39.3
	390,860

	1990
	28.7
	574,227
	19.3
	192,627
	18.0
	178355
	39.1
	395,871

	1991
	29.8
	602,010
	20.2
	205,904
	20.1
	201341
	39.2
	400,669

	1992
	31.0
	635,956
	21.0
	215,942
	21.9
	222919
	39.9
	413,037

	1993
	30.3
	629,519
	21.0
	220,144
	20.9
	214452
	39.5
	415,067

	1994
	29.1
	616,508
	20.3
	219,490
	20.0
	209649
	37.9
	406,859

	1995
	26.6
	575,603
	18.4
	203,526
	16.9
	180470
	36.0
	395,132

	1996
	25.1
	554,903
	17.6
	199,879
	15.8
	171394
	34.2
	383,510

	1997
	25.1
	560,447
	17.3
	199,457
	15.9
	174370
	34.1
	386,077

	1998
	25.7
	577,457
	17.5
	205,183
	16.5
	182839
	34.5
	394,618

	1999
	25.6
	577,287
	17.2
	202,532
	17.2
	191604
	33.6
	385,683

	2000
	25.0
	568,130
	16.9
	201,530
	16.5
	183625
	33.3
	384,505

	2001
	23.6
	537,612
	15.5
	188,085
	15.4
	172888
	31.6
	364,725

	2002
	22.4
	517,604
	14.5
	176,220
	13.9
	158180
	30.7
	359,423


Source: HLFS, March quarters.
Table 2 indicates that changes in the individual-level employment rate clearly had some effect on the trend in household-level joblessness, but it was not the only factor. Table 3 shows that there was also a shift toward single-adult households, the household type most likely to be jobless (simply due to laws of probability). The rise in single-adult households – from about one-fifth in 1986 to almost one-third of all households in 2002 – has been accompanied by a decline primarily in households with three or more working-aged adults, the household type least likely to be jobless (in a probabilistic sense).
 Among single-adult households, there were increases in both those with children (from 5.2% to 9.1%) and those without children (from 16.7% to 20.9%) (see Figure 4). In contrast, the proportion of two-adult households stayed roughly the same, declining slightly from 57.0% to 55.0% over the entire time period. This represented offsetting effects of declines in two-adult households with children (from 32.3% to 27.5% of all households) and increases in two-adult childless households (from 24.7% to 27.4% of all households) (Figure 4).

Table 3  Household structure according to number of working-aged adults present, 1986–2002

	
	Number of working-aged adults

	
	1
	2
	3+

	
	%
	%
	%

	1986
	21.9
	57.0
	21.1

	1987
	21.7
	57.4
	20.9

	1988
	22.6
	58.0
	19.4

	1989
	24.5
	56.3
	19.2

	1990
	24.7
	56.4
	19.0

	1991
	25.7
	56.2
	18.1

	1992
	26.2
	54.7
	19.1

	1993
	26.5
	55.7
	17.8

	1994
	26.6
	56.2
	17.3

	1995
	26.5
	56.3
	17.2

	1996
	27.3
	56.3
	16.4

	1997
	28.0
	55.8
	16.1

	1998
	29.1
	55.2
	15.7

	1999
	29.1
	55.5
	15.4

	2000
	30.1
	55.1
	14.8

	2001
	30.7
	55.5
	13.7

	2002
	30.1
	55.0
	15.0


Source: HLFS, March quarters.

Note: Rows add across to 100 (except for rounding issues).
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It is not clear what is causing the observed household composition changes. One driving force is likely to be the ageing of the population, with single-adult and childless households more common among older age groups. Another possible contribution is that changes in the labour market may have influenced household structure. For example, a higher rate of joblessness amongst prime-aged men might have discouraged couple formation or led to greater instability among existing couples (Callister 2001). Cross-sectional Census data shows a decline between 1986 and 1996 in the proportion of prime-working-aged men and women who lived in couple households, although some of this change appears to relate to delays in couple formation. These data also show that men who are not in paid work are less likely to live in couple households than those who work full time (Callister 2001). It would be worth exploring this issue further. Such investigation is now possible using a longitudinal HLFS household data set that the authors have developed as part of a related project.

Although the share of single-adult households increased over the period, their representation among jobless households was roughly similar in both 1986 and 2002 (70.8 versus 73.1) (see Figure 5). However, these values hide substantial changes that occurred within the period. From 1986 to 1992, the representation of single-adult households among jobless households declined precipitously by almost eight percentage points. Two-adult households were hit especially hard by the employment changes of the late 1980s. Their representation among jobless households increased from about one-quarter to one-third in 1993. These patterns reversed during the remainder of the decade. Interestingly, as shown in Table 4, the representation of childrearing households among the jobless increased over the period. Single-parent households increased from 21.8% to 29.2% of all jobless households, while two-parent households increased from 9.2% to 10.9%. Overall, there was a significant rise in the proportion of work-poor households that were raising children – from 32.3% in 1986 to 42% in 2002. 
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Table 4  Percentage of jobless households in each household type, 1986–2002

	
	Number of working-aged adults and presence of children



	Year
	1 adult without children
	1 adult with children
	2 adults without children
	2 adults with children
	3+ adults without children
	3+ adults with children

	1986
	49.0
	21.8
	17.7
	9.2
	1.1
	1.3

	1987
	44.7
	23.0
	19.2
	10.3
	1.6
	1.2

	1988
	42.6
	24.4
	17.9
	11.8
	1.7
	1.7

	1989
	41.9
	23.3
	17.0
	13.4
	1.9
	2.5

	1990
	40.9
	23.4
	18.1
	14.1
	1.5
	2.0

	1991
	39.4
	24.3
	18.3
	14.1
	1.8
	2.2

	1992
	38.3
	24.8
	17.6
	14.5
	2.3
	2.6

	1993
	38.1
	24.5
	18.4
	15.3
	1.6
	2.2

	1994
	39.6
	23.7
	16.4
	15.6
	1.6
	3.1

	1995
	38.1
	28.8
	14.9
	14.8
	1.6
	1.8

	1996
	40.3
	29.3
	13.4
	13.3
	1.6
	2.1

	1997
	38.5
	30.8
	16.1
	12.3
	1.2
	1.1

	1998
	41.0
	28.7
	14.4
	13.2
	1.3
	1.4

	1999
	40.7
	27.4
	14.0
	14.1
	2.0
	1.7

	2000
	43.2
	27.8
	14.9
	10.6
	1.7
	1.9

	2001
	43.0
	28.9
	14.0
	11.6
	1.1
	1.5

	2002
	43.9
	29.2
	12.6
	10.9
	1.5
	1.9


Source: HLFS, March quarters.

Note: Rows add across to 100 (except for rounding issues).

Indeed, the proportion of dependent children living in jobless households among all working-aged households rose from 9% in 1986 to 14% in 2002 (Figure 6). (In contrast, the proportion of working-aged adults living in jobless households rose just 1.5 percentage points over the period, from 8.5% to 10%.) Although we do not know how long these households remained work-poor, the results suggest that, increasingly, the poverty rate of childrearing households depends on the generosity of the welfare system rather than on earnings from the labour market. The data also raise the possibility that, while attention has increasingly been focused on encouraging employers to become “family friendly”, the labour market may in fact have become less “friendly” to a group of parents. Figure 7 summarises the growing concentration of joblessness among childrearing households.
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While caution is always needed when using OECD comparative data, figures from the mid-1990s indicate that the proportion of work-poor households that contain children in New Zealand is high compared with other industrialised countries (Callister 2001). 
Finally, Table 5 shows the actual number of jobless households by household type in 1986 and 2002. It illustrates that, although the proportion of households that are jobless has declined to approximately the level last seen in 1986, the total number of jobless households has increased by over 50,000. This potentially increases the absolute demand for a range of services, including food banks and case management activities by government agencies. At times, in policy debates, the absolute growth in joblessness is the key issue, rather than the growth relative to overall population growth.

Table 5  Estimated number of jobless households, by household type, 1986 and 2002

	
	1986
	2002
	Change
	% Change

	1-adult without children
	61,764
	77,362
	+15,598
	+31 %

	1-adult with children
	27,457
	51,469
	+24,012
	+48 %

	2-adult without children
	22,301
	22,289
	–12
	0

	2-adult with children
	11,585
	19,152
	  +7,567
	+15 %

	Other household type
	 2,992
	 5,947
	  +2,955
	+ 6 %

	Total
	126,100
	176,220
	+50,120
	100 %


Source: HLFS, March quarters.
5.3 Overall trends in household employment inequality, 1986–2002
We would expect the observed changes in individual-level joblessness (Table 2) to be reflected in changing rates of household joblessness, although the nature of the relationship between the two measures depends on how individuals are sorted into households (ie how many live alone, how many with other working-aged individuals). Our predicted household jobless rate, displayed in Figure 8, indicates what the household jobless rate would be if household joblessness depended only on the individual-level jobless rate and the number of working-aged adults in each household. The difference between the actual and predicted rates of household joblessness (the dark band in Figure 8) indicates the amount of employment inequality or polarisation present at any given time. Polarisation increased during the 1980s and 1990s and only began to decline significantly again after 2000. Although, by 2002, polarisation had returned to its 1986 level, the thickness of the band indicates that levels were still high at both time points. In other words, joblessness remains concentrated at the household level. 
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We can quantify the extent to which the changes in individual-level joblessness observed in Table 2 contributed to the increase in polarisation. Another trend favouring increased household joblessness is the growing share of single-adult households and the declining share of households with three adults or more (Table 3 above). Table 6 decomposes both the predicted household jobless rate and the polarisation measure into their component parts. During the period of rising polarisation (1986–1994), changes in non-employment at the individual level contributed to the majority (71%) of the rise in the predicted household jobless rate. The rise in predicted joblessness among single-adult households (with and without children) was greatest in absolute terms, but households with two adults or three or more adults experienced greater relative increases in predicted joblessness during this period – increases of 43% and 71% respectively (data not shown). Changes in household structure favouring more single-adult households also contributed positively (but less so) to the overall rise in the predicted jobless rate. 
During the subsequent decline in the predicted household jobless rate (1994–2002), positive changes in the employment situation (with joblessness declining amongst all household types) were slightly offset by the continued movement toward one-adult households. 
Table 6  Decomposition of change in polarisation, all households

	Δ1986–1994
	Δ in Actual
	Δ in Predicted
	
	
	Δ in Polarisation 
(Act – Pred)
	
	
	

	
	+7.0
	+3.9
	
	
	+3.1
	
	
	

	
	
	Δ in non-employment
	Δ in household structure
	
	Δ between households
	Δ within households
	
	

	
	
	+2.8

(+71%)
	+1.1

(+29%)
	
	+0.8

(26%)
	+2.3

(74%)
	
	

	
	
	
	
	
	
	1 Adult
	2 Adult
	3+ Adult

	
	
	
	
	
	
	6%
	68%
	25%

	
	
	
	
	
	
	
	
	

	Δ1994

–2002
	Δ in Actual
	Δ in Predicted
	
	
	Δ in Polarisation
	
	
	

	
	–5.9
	–3.2
	
	
	–2.6
	
	
	

	
	
	Δ in non-employment
	Δ in household structure
	
	Δ between households 
	Δ within households 
	
	

	
	
	–4.0

(+124%)
	+0.8

(–24%)
	
	0.5

(–18%)
	–3.1

(+118%)
	
	

	
	
	
	
	
	
	1 Adult
	2 Adult
	3+ Adult

	
	
	
	
	
	
	60%
	35%
	5%



Source: HLFS, March quarters.
The rise in polarisation during the 1986–1994 period was driven partly by the move toward single-adult households, with changes across households contributing about one-quarter of the rise in polarisation. However, the vast majority (74%) of the rise in polarisation occurred within the different household types. Increases in polarisation among two-adult households contributed to two-thirds of the rise, reflecting their larger share of all households as well as their rising level of polarisation. Nearly all of this effect was accounted for by two-adult households with children (data not shown). Three-adult households with children also experienced large increases in polarisation during this period. Although they represented only a small proportion of all households (averaging 8.1% over the period), they contributed to 26.5% of the rise in polarisation. 
Improvements in household employment across all household types more than offset continued increases in single-adult households during the 1994–2002 period, leading to declines in polarisation. The greatest decline in absolute terms was seen among single-adult households with children, followed by single-adult households without children. Together, they contributed to 60% of the overall decline in polarisation within households. Thus we see again that childrearing households played a large role in New Zealand’s patterns of household employment inequality over the last two decades (see Figure 7). Two-parent households were hit particularly hard during the late 1980s and early 1990s and did not experience as large a decline in polarisation during the subsequent recovery as did single-adult households, both with and without children.

As Figure 9 shows, single-parent households had the highest discrepancy between their predicted household jobless rate and their actual rate throughout the period.
 However, single-parent households experienced a significant decline in polarisation. In contrast, two-parent households went from having lower-than-expected household jobless rates (as indicated by the relative polarisation value under 1 in 1986) to having a household jobless rate 14% higher than expected in 2002. Thus, in relative terms, two-parent households have fared poorly over the period as a whole.

[image: image17.wmf]Figure 19 Percentage of Maori Households with 1, 2, and 3+ 

Working Age Adults, 1986-2002

0

10

20

30

40

50

60

1986

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

1 Adult

2 Adult

3+ Adult


Source: HLFS, March quarters.
5.4 Characteristics of households

In this section, we examine the role of various characteristics of the working-aged adults in jobless and all households to assess their role in shaping observed patterns of changing joblessness and polarisation. Four key observed individual characteristics that influence labour market behaviour and success are:

· age
· sex
· qualifications
· ethnicity.
Employment district is also important, but the HLFS’s small sample size does not allow us to explore the effect of this variable in any detail.

5.4.1 Trends in individual joblessness by characteristics of individuals

Before examining trends at the household level, we summarise trends at the individual level for all working-aged adults. Trends in joblessness at the individual level according to three of our main variables of interest (age, educational qualification and ethnicity) are shown in Figures 10–12 (Table 2 above displays jobless rates by sex). Age groups are 15–24, 25–49 and 50–64. Individuals are characterised as having no qualification, having a degree or having some other qualification but not a degree. We employ Statistics New Zealand’s prioritised ethnicity measure: an individual is characterised as Māori if they indicate Māori ethnicity, regardless of whether they also indicate identification with another ethnic group and regardless of the manner in which they would potentially rank various ethnicities.

Generally, jobless rates for all categories of individuals rose during the 1980s and early 1990s. Here, we concentrate on overall differences between the groups and the longer-term trend between 1986 and 2002. Of our three age groups, adults between the ages of 50 and 64 showed a significant decline in jobless rates between 1986 and 2002, dropping from 42.7% to 29.8% (Figure 10). (The age of eligibility for receipt of New Zealand Superannuation was phased up from 60 to 65 over the nine years ending in 2001.) In contrast, joblessness among younger adults rose from 17.8% to 23.3%, and among the prime working ages (25–49) stayed relatively stable at 19.8% in 1986 and 18.9% in 2002. 
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The differential effect of restructuring according to educational attainment is shown in Figure 11, with the jobless rate of working-aged adults without qualifications rising from 32.7% in 1986 to a high of 45.5% in 1994, before dropping to 36% in 2002 – still higher than in 1986. Those with some qualification (but no degree) returned to a jobless rate of 19.7% by 2002, similar to their 1986 value; those with a degree showed a slight overall rise to 12.7% in 2002, up from 10.4% in 1986.
[image: image19.wmf]Figure 23 Trend in Relative Polarisation in New Zealand, Australia, United Kingdom 

and United States, Selected Years

0.8

0.9

1

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1977

1984-86

1990

1996-97

2000

NZ

Aust

UK

US

Source: HLFS, March quarters.
Ethnic disparities in joblessness widened during the 1980s and early 1990s but, by 2002, returned to similar levels in both relative and absolute terms, with Māori working-aged adults having a jobless rate of 32.3% and non-Māori working-aged adults having a jobless rate of 21.2% at the end of the time period (Figure 12).
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5.4.2 Trends in household joblessness by characteristics of household members

How are these changes reflected in the jobless rates of households? Figures 13 and 14 show trends in joblessness among working-aged households according to the ages of household members. The most dramatic changes came about amongst households in the middle and older age brackets, and they are featured here. The highest rate of joblessness was among households in which all working-aged members were aged 50–64, but this rate declined significantly from 42.8% to 27.3% between 1986 and 2002 (Figure 13).
 Their concentration among jobless households also declined from 56% to 40%, even as their representation among all households rose slightly. In contrast, joblessness became more concentrated among prime-aged households, in which all working-aged members were between the ages of 25 and 49 (Figure 14). While their jobless rate remains low (below 15%), their representation among jobless households (from 27.8% to 43.3%) increased at a faster rate than their representation among all households. 
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As shown in Figure 15, joblessness among households in which all working-aged adults lacked qualifications rose significantly over the period, although their share of all households declined over the period. This suggests increasing relative labour market disadvantage. Their representation among all jobless households declined in line with their decline among households overall, suggesting neither an increase nor a decrease in the concentration of joblessness among this group. 
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Figure 16 documents the large increase in joblessness amongst households in which all adults were Māori
 – from 23.1 to 31.5, reaching a peak of nearly half (47.7%) in 1994. (The relationship between patterns of joblessness seen at the individual level and at the household level are explored in the next section.) Their representation among jobless households increased slightly more than their representation among all households, suggesting a slight increase in concentration of joblessness among households in which all working-aged adults are Māori. Figure 17 documents the much lower level of joblessness among non-Māori households, and a slight decline in their representation and concentration among jobless households.
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Table 7 gives an indication of the role of gender in patterns of household joblessness over the period. It focuses only on single-adult households, both with and without children. The figures show that there was a small shift toward less representation of women in single-adult households without children and their relative odds of joblessness dropped by almost one-half, from a factor of 3 to 1.7. Women’s representation among single-parent households declined significantly, from being 4.9 times overrepresented to 3.5 times. Their relative odds of being jobless also dropped, from 1.9 times more likely to be jobless to 1.6 times. Thus, women’s representation among all single-adult households, as well as their overrepresentation among jobless single-adult households, dropped significantly over the period. 
Table 7  Relative representation of women compared with men in single-adult households, total and jobless households, 1986 and 2002

	
	Single-adult households without children
	
	Single-adult households 
with children

	
	1986
	2002
	
	1986
	2002

	(A) Ratio of women to men
	1.1
	0.9
	
	4.9
	3.5

	(B) Ratio of jobless women to jobless men
	3.2
	1.6
	
	9.4
	5.6

	(C) Odds ratio of being jobless for women relative to men (B/A)
	3.0
	1.7
	
	1.9
	1.6


Source: HLFS, March quarters.

Note: All figures are rounded.

Finally, we explore how changes in the characteristics of working-aged adults within households shaped the observed trends in polarisation. The figures presented above suggest that there were important changes over the time period both in the characteristics of households and in their associated rates of joblessness. However, as shown in Table 8, when we control for these changes in our relative polarisation measure, we can explain very little of the trend displayed in Figure 8, and the predictive power of our variables declines over the period. If the variables accounted for all of the polarisation observed, then the relative polarisation value would drop to “1”. Instead, it remains high, showing, for example, that in 2002 there were 43% more jobless households than we would expect if household members’ jobless probabilities depended only on their sex, age, qualification and ethnicity. This is compared with 50% more than expected if work were distributed randomly. The lack of explanatory power overall is probably related to the nature of the data. We have used fairly crude measures of individual characteristics because of the small sample size. A larger database would allow more precise measurement of household members’ characteristics and thus would increase our ability to account for changes in polarisation.

Table 8  Relative polarisation, baseline and controlling for age, sex, ethnicity and qualification, 1986, 1994 and 2002

	
	1986
	1994
	2002

	Relative polarisation
	
	
	

	Baseline
	1.49
	1.59
	1.50

	Controlling for age, sex, ethnicity and qualification 
	1.35
	1.46
	1.43


Source: HLFS, March quarters.
5.5 A closer look at households in which all working-aged adults are Māori
As we have seen so far, Māori working-aged adults experienced much higher levels of joblessness during the restructuring of the 1980s and 1990s than non-Māori, and this is reflected at both the individual and household levels. In this section, we look more closely at household employment inequality among households in which all working-aged adults are Māori,
 and examine the role of household structural changes versus labour market changes in bringing about the observed trends. 
Figure 18 shows both the actual and predicted household jobless rate for Māori households between 1986 and 2002.
 The two measures rose and fell in concert during the period, with both ending up higher in 2002 than in 1986. However, the overall increase in the width of the black band reflects rising polarisation, both during the early 1990s and overall between 1986 and 2002. Between 1986 and 2002, relative polarisation rose from 1.48 to 1.57, suggesting that, by 2002, there were 57% more jobless households than would be expected if employment were distributed evenly across the population of Māori households. 
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In addition to the employment changes at the individual level shown in Figure 12, Māori households experienced significant changes in household structure that may have also contributed to increasing joblessness and polarisation. As Figure 19 shows, the proportion of Māori households that contained only one working-aged adult rose from 29% to almost half of all households. Households with three or more working-aged adults declined from 24% to 13%. These changes alone would be expected to increase household joblessness. The rise in single-adult households occurred among both those with children (from 17% to 27%) and those without children (from 11% to 21%) (see Figure 20). The decline in 3+-adult households occurred most notably among those with children – from 17% to just 9% of all Māori households. 
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Despite their magnitude, household structural changes played a relatively small role in shaping trends in joblessness and polarisation over the period. As Table 9 shows, about three-quarters of the rise in the predicted jobless rate among Māori households between 1986 and 1994 was accounted for by changes at the individual level in non-employment. In addition, changes in household structure toward household types with higher jobless rates (the between-households component of the polarisation decomposition in Table 9) accounted for just one-quarter of the rise in polarisation between 1986 and 1994. Similarly, during the 1994–2002 period, improvements in the labour market offset the much smaller negative effects of changes in household structure. Compared with results from our analysis of all households, among Māori households, households with three or more adults played a much larger role in household employment patterns. For example, about one-third of the change in polarisation that was associated with changes within households types was accounted for by households with three or more adults. This was the result of their large (though declining) share of households (relative to all households, including non-Māori) as well as their large changes in employment polarisation (relative to other types of Māori households).

Table 9  Decomposition of change in polarisation among households in which all working-aged adults are Māori
	Δ1986–1994
	Δ in Actual
	Δ in Predicted
	
	
	Δ in Polarisation 
(Act – Pred)
	
	
	

	
	+24.7
	+16.2
	
	
	+8.4
	
	
	

	
	
	Δ in non-employment
	Δ in household structure
	
	Δ between households 
	Δ within households
	
	

	
	
	+12.2

(+75%)
	+4.1

(+25%)
	
	+2.0

(24%)
	+6.4

(76%)
	
	

	
	
	
	
	
	
	1 Adult
	2 Adult
	3+ Adult

	
	
	
	
	
	
	–1%
	67%
	34%

	
	
	
	
	
	
	
	
	

	Δ1994–2002
	Δ in Actual
	Δ in Predicted
	
	
	Δ in Polarisation
	
	
	

	
	–16.2
	–11.8
	
	
	–4.4
	
	
	

	
	
	Δ in non-employment
	Δ in household structure
	
	Δ between households 
	Δ within households 
	
	

	
	
	-13.3

(+113%)
	+1.5

(–13%)
	
	0.6

(–13%)
	–5.0

(+113%)
	
	

	
	
	
	
	
	
	1 Adult
	2 Adult
	3+ Adult

	
	
	
	
	
	
	22%
	49%
	29%


Source: HLFS, March quarters.
5.6 Summary

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. Indeed, trends in household joblessness closely follow trends in the economy, and we see little evidence of spikes that would suggest the immediate effect of specific economic or social policy reforms. Instead, it appears that the economic reforms of the 1980s and 1990s as a whole drove up rates of individual and household joblessness as well as the concentration of joblessness at the household level. Social policy efforts aimed at reducing 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 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 aimed at increasing employment among sole parents.

Although households’ jobless and polarisation rates were roughly the same in 2002 as in 1986, we found significant changes in the composition of jobless households. Joblessness became more concentrated among prime-aged, childrearing households, most notably among two-parent households. In addition, households in which all working-aged adults were Māori had higher jobless rates in 2002 than in 1986, suggesting that such households did not share in the economic recovery to the same extent as other households.

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

In this section, we use internationally comparable data to explore differences in household joblessness and inequality among New Zealand, the US, the UK and Australia. We also include some limited data from Sweden for further comparison. Yearly data for Australia is not currently available, so, in order to include some data on Australia, we begin our analysis by exploring household employment inequality at four time points. Next, we drop Australia from the analysis and focus on comparing trends in household joblessness using yearly data for New Zealand, the US and the UK. In this part of the analysis, the starting point is 1986. 
Before showing the comparative data, it should be noted that using labour force data on joblessness from several countries raises some interesting measurement issues.
· First, the broader social context must be taken into consideration. For example, the US has an unusually high rate of incarceration among prime-working-aged males.
 Because this group would be likely to have high rates of joblessness if not incarcerated, this “skimming off” of the prison population may deflate measures of joblessness in the US.

· Second, in a country such as the US with very high levels of income inequality, some proportion of working-aged “work-poor” households may contain very high income individuals who no longer need to work. This would be particularly true during economic booms as in the late 1990s.
· Third, the structure of the benefit system will itself affect who is counted as jobless and who is on benefit. For example, New Zealand, with relatively high benefit levels, may have more individuals who are collecting benefits but working casually at jobs in the informal labour market without reporting the income (who thus are counted as “jobless”). In contrast, in the US, an individual may be working (officially) in a low-paid job and thus be counted as “work-rich”, but may be collecting significant in-work benefits.

Because inflation (and policies to control it) and output growth (as measured by GDP) have had major impacts on employment levels in New Zealand, we begin by examining the trend in inflation rates for New Zealand and the US, and the relative growth in GDP for New Zealand, the UK and the US.
Figure 21 shows a comparison of inflation rates for New Zealand and the US from the early 1980s through to 2002. The graph shows that, in most of the 1980s, the inflation rate in New Zealand was considerably higher than in the US. Other studies have shown that the inflation rate in this period was higher than that of most other major trading partners (New Zealand Planning Council 1989). As discussed earlier, one of the key goals of the macroeconomic reforms undertaken in the 1980s and early 1990s was to reduce the rate of inflation in New Zealand. These disinflationary policies had a major negative impact on output and employment.
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Figure 22 illustrates that, while both the US and the UK had a period of slower growth in the late 1980s/early 1990s, the problems faced by these economies were nowhere as severe as in New Zealand. Although New Zealand’s economy recovered during the mid-to-late 1990s, its lower starting point kept it behind both the UK and the US during the late 1990s and early 2000s. While it is growth rates and not levels of per capita GDP that are important in terms of employment growth, it is worth noting that, in 2000, New Zealand’s per capita GDP was only approximately half that of the US (Table 10).
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Table 10  GDP per capita based on purchasing power parity, 
2000 estimates (US dollars)

	Country
	GDP per capita

	United States
	36,200

	United Kingdom
	22,800

	New Zealand
	17,700


Source: USCIA (2002).
6.1 Trends in household employment inequality in New Zealand, the United States, the United Kingdom and Australia

These comparative trends in GDP – particularly the contrast between New Zealand and the US – show up in the comparative trends in household joblessness and employment inequality. First, we consider how New Zealand compares with the UK, the US and Australia on some general measures of household employment inequality. In Figure 23, we see that all countries show a rise in relative polarisation during the 1980s and early 1990s. The UK, with data available from 1977, shows the most dramatic change. The US stands out in having the lowest and steadiest rate of inequality. For example, in 2000, there were only 10% more jobless households than expected from a random distribution of work, compared with 50% in New Zealand.
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The next three graphs (Figures 24–26) give some insight into the patterns behind the polarisation trends. The US’s steady and slightly declining polarisation measure is the result of declining mixed-work households combined with slightly declining jobless household rates and high and rising all-work household rates. New Zealand and the UK also show a dramatic decline in mixed-work households but an increase in both jobless and all-work households. New Zealand’s trends generally lag behind the UK’s by one time point. Because of the decline in all countries in mixed-work households (representing the decline in the traditional male breadwinner / female homemaker family,) the low jobless rate and high all-work rate differentiate the US from the other countries, leading to lower levels of household employment inequality. In the next section, we explore further differences between the US and New Zealand in their household jobless rates.
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6.2 Trends in household joblessness in New Zealand, the United States and the United Kingdom

Figure 27 shows the household jobless rates for the three countries. Despite the strong decline in the jobless rate for New Zealand households from the mid-1990s to the early part of the new century, it is still well above that of the US. This is in contrast to the beginning of the period when the household jobless rates for New Zealand and the US were similar. In 2000, the last year for which comparative data is available, the US had a household jobless rate six percentage points lower than the UK and New Zealand. 
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As noted above, differences in household structure could influence the household jobless rate among the three countries. Single-adult households are potentially more at risk of being jobless than multi-person households simply because if a worker in a single-adult household loses a job, the household also becomes jobless. In addition, in single-parent households, there is only one potential caregiver. Table 11 does show some differences among the three countries, but New Zealand and the US have similar levels of single-adult households, and New Zealand has the highest rate of households with three or more adults – the household type most likely to be employed. Thus, these differences in household shares cannot explain New Zealand’s higher household jobless rates compared with the US.
Table 11  Share of household types according to number of working-aged adults, New Zealand, the United States and the United Kingdom, 2000

	
	NZ
	US
	UK

	1 adult
	30.1
	30.7
	36.8

	2 adults
	55.1
	59.0
	53.7

	3+ adults
	14.8
	10.4
	9.5


Source: For New Zealand, HLFS (March quarter); for the US and the UK, see Gregg and Wadsworth (2002).

Another possible underlying reason for the divergence in household jobless rates across countries could be differences in population ageing. For example, in a paper comparing the US, UK, Germany and Spain, Gregg and Wadsworth (2002) show that around 40% of workless households in Germany and Spain are over the age of 55 and economically inactive, with many considering themselves retired. In contrast, in the UK, with a younger working-aged population, less than 10% of British inactive adults in workless households considered themselves to be retired. Examining the age structure of the working-aged population in the US, UK and New Zealand (Figure 28), we see that New Zealand has a higher proportion of the population in the 20–29 age group, while for the US, there is a higher proportion in the 35–49 categories. However, on their own, these slight differences in age structures within the prime working ages are unlikely to contribute significantly to differences in jobless rates. 
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A third possibility for differences in household jobless rates is differences in the jobless rate for individuals. Figure 29 does show that, over much of the period, the individual jobless rate for New Zealand was above that of US. However, the gap between individual jobless rates has been lower than that of household rates. For instance, in 2000, the individual jobless rate for New Zealand was just over three percentage points above that of the US, compared with a difference of six percentage points in household jobless rates. Given rising unemployment in the US in recent years, it is likely that, in 2002, the overall individual jobless rate for New Zealand will be lower than that for the US.
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Sources: HLFS (March quarters), British Labour Force Survey, US Current Population Survey.

Individuals can be jobless but living in a household with another adult in paid work. A key group of such individuals are non-employed mothers with an employed partner. As discussed above, a high level of joblessness among women may indicate a high level of joblessness among single-mother households, a high level of mixed-work households among couples, or both. Therefore, it is useful to compare countries’ individual jobless rates by gender. Figure 30 shows that the jobless rate for New Zealand women was higher than both the US and the UK rates over almost all of the period studied. This is likely to be tied to higher levels of joblessness amongst sole mothers in New Zealand compared with the US – an issue explored more below. 
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Sources: HLFS (March quarters), British Labour Force Survey, US Current Population Survey.
At two times over the 1986–2000 period, jobless rates for New Zealand men have been lower than those of US men (Figure 31). New Zealand jobless rates were significantly lower at the beginning of the period and also dipped below the US rate in the late 1990s (a time when the US economy was at its peak of economic expansion). Given recent trends in US employment, the jobless rate for New Zealand men is likely to be lower than that of the US in 2002. Thus, male employment patterns do not help explain differences in household jobless rates between the US and New Zealand.
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Next, we examine comparative jobless rates in four household types: single-adult households, with and without children, and two-adult households, with and without children. Households with three or more adults are not considered in the analysis below.
Figure 32 shows a particularly large gap between the trends for single-adult childrearing households in the US and those in New Zealand and the UK. Differences at specific points in time have already been highlighted by Stephens (2000), but these data show that the differences observed are part of a longer-term trend. Stephens attributes this gap to differences in social policies and in economic growth. While the overall jobless rate among single-parent families is higher in New Zealand than the US, all countries show a decline from the mid-1990s. In the US, the latter part of the decline coincides with both the strong growth in the US economy and the welfare reforms undertaken in the mid-1990s (although the decline begins prior to the passing of the 1996 PRWORA legislation). In New Zealand, the decline has been attributed to increasing work requirements for beneficiaries and a strengthening economy (Goodger 2001; Stephens 2000). 
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Sources: HLFS (March quarters), British Labour Force Survey, US Current Population Survey.
While much policy attention in New Zealand is given to single adults raising children, Figure 33 shows a gap between household jobless rates for single adults without children in the US relative to both New Zealand and the UK. This could be tied to differences in the living arrangements and age-specific employment rates of the working-age, single-adult household population, although our data do not allow us to explore this in more detail. For example, New Zealand’s single-adult households may have an older age structure, with more young adults in the US living alone than in New Zealand. Such differences in age-specific living arrangements could lie behind some of the difference in household jobless rates between New Zealand and the US.
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When Figures 32 and 33 are compared, it shows that, in 2000, there was little difference in the jobless rate for single-adult households in the US with and without children. In contrast, in the UK and New Zealand, the presence of children in single-adult households is associated with a higher jobless rate. As already discussed, Sweden provides an example of a country with a high employment rate for sole parents, but a low level of “working poor” amongst this group (Whitehead and Holland 2003). Table 12 demonstrates that employment rates for sole mothers were similar in the US and Sweden.

Table 12  Employment rates of sole mothers versus mothers in couples, 1999/2000

	
	Single-parent households as % of all childrearing households
	Single mothers

% employed
	Partnered mothers 
% employed

	United States (1999)
	24.6
	67.7
	64.3

	New Zealand (2000)
	24.3
	45.4
	64.6

	United Kingdom (1999)
	21.8
	36.8
	61.3

	Sweden (2000)
	n/a 
	64.6
	n/a


Source: OECD (2001); for New Zealand, HLFS (March 2000 quarter) (Goodger 2001).

Figures 34 and 35 indicate a much lower jobless rate for two-adult households than for single-adult households in all three countries. In New Zealand, there were significant “spikes” in the jobless rates of two-adult households with and without children in the early part of the 1990s, a time when unemployment was peaking. In addition to these spikes, the jobless rate of two-adult households with children in New Zealand has risen significantly over the time period as a whole. Given their share of all households, this increase in joblessness amongst two-parent households is likely to contribute significantly to the increased divergence of overall household jobless rates between New Zealand and the US over the time period.
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In its relatively high jobless rate among childrearing households, and two-parent households in particular, New Zealand is more similar to the UK than the US. Both Dickens and Ellwood (2001) and Gregg and Wadsworth (2002) have noted these differences as they relate to the US and UK, and both sets of authors point to the incentive effects of the wage and benefit systems. In the US, even workers in the bottom third of the income distribution can expect to see significant gains to employment, whereas, in the UK, the incentives are considerably lower (Dickens and Ellwood 2001). Among couples in the UK, expected gains from employment are much higher for sending a second worker into employment than for sending the first. In the US, there are considerable expected gains for both (Dickens and Ellwood 2001). As Gregg and Wadsworth (2002) point out, in European countries (with lower jobless rates among two-parent households), more generous insurance-based social assistance means that individuals face the same set of incentives, rather than incentives differing for partners. Applied to the New Zealand case, these observations suggest that wage deterioration at the lower end of the income distribution (O’Dea 2000) may have contributed to a change in the incentive structure affecting two-parent households.

6.3 Summary

Differences in employment patterns among childrearing households appear to contribute the most to differences in New Zealand and US patterns of overall household joblessness. 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 likely to be tied to differences in the benefit structure and norms surrounding the employment of mothers generally.
In addition, there has been a divergence between the New Zealand and US jobless rates for two-parent households. Two-parent households were hit particularly hard 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. For now, we can only suggest that this higher jobless rate among two-parent households is contributing to the increased gap in household joblessness between the US and New Zealand.
Finally, the contribution of the overall health of the economy to the observed differences in joblessness and employment inequality should be kept in mind. New Zealand’s GDP lagged far behind that of the US during the restructuring of the 1980s and 1990s and continued to grow at a much slower pace even during the subsequent New Zealand recovery.

7. Summary and conclusions

Several interrelated changes in the family and the economy have led to shifts in household employment patterns across OECD countries. In New Zealand, the employment dislocation of the late 1980s and early 1990s at the individual level translated into rising household joblessness as well as an increase in the concentration of joblessness at the household level. While changes in household structure favouring the household type most likely to be jobless (single-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. Within the different household-type groups, two-parent households showed especially 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. 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 likely to be due to the crude measures of household members’ characteristics available from the small sample size of the HLFS.

Our analyses suggest that households in which all working-aged members were Māori saw especially large increases in joblessness, and that these rates did not recover to 1986 levels as they did for the population as a whole. This result suggests that the economic shocks of the late 1980s and early 1990s, which, as documented elsewhere, had a disproportionately negative effect on Māori employment, had longer-lasting effects on the Māori population that are still being felt in 2002. Because of the small sample size of our HLFS database, more research will be needed using Census data to fully understand the nature of these results.

In comparison with the US, and despite the very strong reduction in household jobless rates since the mid-1990s, New Zealand continues to have high levels of household joblessness. Our analysis indicates that these differences are probably tied primarily to differences in women’s employment patterns, particularly within single-parent households, although the decline in employment among low-skilled men seems to be driving up joblessness and employment inequality among two-parent households as well. Increasingly, for reasons not yet well understood in New Zealand, rising joblessness among New Zealand’s two-parent households is contributing to sustained differences in household joblessness between the two countries. This trend is also partly behind our observation of an increasing concentration of joblessness amongst childrearing households in New Zealand. In these trends, New Zealand is more similar to the UK than the US or certain European countries (Gregg and Wadsworth 2002). Previous research on this issue in the UK suggests that these changes may be related to the incentive effects of the wage and benefit systems for low-skilled workers (Dickens and Ellwood 2001; Gregg and Wadsworth 2002). In addition, the New Zealand economy’s poor performance compared with that of the US during the late 1980s and early 1990s has had a lasting effect that continues to result in much lower per-capita GDP in New Zealand compared with the US. These overall differences in economic performance are also likely to play a large role in shaping observed comparative patterns of household joblessness.

Differences in joblessness in New Zealand and the US also need to be evaluated in the context of the social policy goals outlined at the beginning of this paper. The US “stick” approach, such as limiting the amount of time a beneficiary can receive income support and requiring employment, 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, such an approach could contribute to higher levels of wage inequality (Blank 1997), and poverty levels are unlikely to be affected unless wages from these jobs are supplemented at significant costs to taxpayers (Dickens and Ellwood 2001). 
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.

These comparative policy responses to household joblessness will be further fleshed out in the wider international study of which this research is part, building on the work started in Gregg and Wadsworth’s 2002 paper. This larger study will allow New Zealand’s joblessness and related policies to be compared more directly with those of other countries, including Germany, Spain and (to a greater extent than is currently possible) Australia.

In summary, while all advanced industrialised economies are creating high-skill, high-income jobs, they are also creating low-skill, low-income jobs. Some of these jobs will simply be entry points to the labour market that individuals can move on from, but some are 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. Clearly, 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. Thus, 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. Finally, 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. 
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. At the same time, the research raises a number of important policy-related questions.
· What mechanisms and processes are driving the increasing concentration of joblessness amongst childrearing households?
· How long do households remain jobless, and what are the most common pathways out of joblessness?
· Are labour market transitions of household members more important than family-related transitions (eg marriage to an employed partner)?
Future research should be directed at understanding such dynamics of household employment inequality.
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� Our use of the terms “work-rich”, “work-poor” and “working poverty” in this report refers only to paid employment. This is the terminology currently in use in the related international literature (eg Dickens and Ellwood 2001; Gregg and Wadsworth 1994). In a related research project, we are contrasting patterns of both paid and unpaid work in households characterised in this report as “work-rich” or “work-poor”.


� In some single-parent households, a non-resident parent will be providing either, or both, income and caregiving support (Callister and Hill 2002).


� A key part of the 1996 US welfare reforms was the strengthening of child support enforcement (Blank and Ellwood 2002). However, there has been recognition in both the US and New Zealand that a significant number of non-custodial parents are themselves work-poor and may need assistance in finding paid work (Callister 2000).


� Professionalisation of work undertaken within households has throughout history been an important source of growth in paid work (Bittman 1999). Based on a review of time-use surveys, Gershuny and Robinson (1988) argue that, in both the US and UK, women in the 1980s did substantially less housework than those in equivalent circumstances in the 1960s, and that men did a little more, although still much less than women. A reduction in unpaid work can provide more time for leisure or for paid work, and provides an opportunity for couples that were once “mixed-work” households to become “work-rich”.


� It is difficult to assess whether a growth in income inequality is an outcome of the polarisation of employment or whether it contributes to the polarisation. For example, if many entry-level jobs are very low paid, they may only attract workers living in households with another source of income and not those individuals living in work-poor households. However, wider issues of income inequality are beyond the scope of this report.


� Costa (2000) demonstrates that, amongst prime-aged workers in the US in the 1890s, the most highly paid workers worked shorter hours than the lowest paid, but, by the 1990s, this relationship had reversed. 


� For the other countries, inclusion in the study depends on a “reference person” meeting the age criteria described, whereas for New Zealand, any household member can fulfil the study criteria for inclusion. Statistics New Zealand does not consider the HLFS to produce stable results if household-based exclusions are made that depend on an arbitrary “reference person”. The other major difference between the New Zealand data and those from the other countries is that, in the HLFS, only those not in the labour force are asked whether they are studying full time. In the other countries’ surveys, all respondents are asked this question. Therefore, in theory, more individuals may be excluded from the analysis in the data sets from the other countries. We expect that the difference might slightly exaggerate the jobless rate of younger workers in our study (as full-time students in the labour market might be more likely to be employed rather than unemployed) but we cannot test for such selection.


� In this study, we do not measure the actual hours of paid work in work-rich households and we do not include unpaid work. Australian research indicates that a polarisation of hours of work has also been occurring within work-rich households (Burbidge and Sheehan 2001).


� Although geographical location is important in understanding employment patterns, we were not able to include a location variable because of the small sample size of the HLFS. We investigated the use of a variable to capture Auckland residence, but the variable accounted for little of the variance in levels of joblessness and polarisation.


� This slower decline in the late 1990s had raised some concerns about a possible “hysteresis” of household joblessness (Callister 2001).


� As joblessness amongst individuals and families increases, then there is also the potential for a rise in the size of work-poor, or at least low-work, households. This is because a lack of income may force some work-poor individuals and families to live in overcrowded multi-adult households. However, the declining shares of 3+-adult households throughout the period of rising joblessness suggest that this was not the case for New Zealand generally during this period.


� Most two-adult households with children involve a couple and their children, but there are other types. We do not make a distinction for this analysis. Similarly, we do not differentiate between opposite- and same-sex couples.


� We have omitted households with three or more adults from Figure 9 because of their small sample size.


� As mentioned previously, we were not able to examine household joblessness by geographical location because of the small sample size of the HLFS. In a study on workless households by region using Census data, Cochrane (2003) found that, in all the years studied (1986, 1991, 1996 and 2001), there was variation in household worklessness by region. In 2001, the regions with the highest rates were Northland, Gisborne and the West Coast. In all regions, the workless household rate peaked in the 1991 Census, declined significantly by the 1996 Census, and declined further by a smaller amount by 2001. However, in no region was the household workless rate in 2001 lower than in 1986.


� A good portion of the decline can be attributed to the age of eligibility for New Zealand Superannuation rising from 60 to 65, starting in 1992.


� Statistics New Zealand no longer classify households as being Māori or non-Māori because of the high rate of ethnic intermarriage in New Zealand (Callister 2003). In looking at “Māori households”, we include only those in which all adults have identified as Māori, as defined above for individuals. We exclude households in which both Māori and non-Māori are present. Other studies have indicated that exclusion of these households will tend to overstate levels of disadvantage faced by the Māori population as a whole (Callister 1996; Fergusson, Horwood and Shannon 1982; and see, for example, Cochrane 2003). 


� Cochrane (2003) used Census data to study worklessness amongst households, including Māori households. While he used a slightly different methodology, his results also emphasise how Māori households have been particularly prone to being work-poor. Cochrane divided the population into three ethnic groups: Māori, Pākehā and Other. Households were then assigned an ethnic group on a prioritised basis, ie if a household contained one working-aged Māori, it was classified as Māori. Based on these definitions and Census data, the Pākehā household workless rate rose from 7.5% in 1986 to reach a peak of 13.1% in 1991, before reducing to 9.9% in 2001. The rate of Māori household worklessness rose from over 16% in 1986 to a peak of nearly 36% in 1991, before falling to around 24% in 2001. In Northland, Māori household workless rates remained at over 30% in 2001. Cochrane also found that, overall, in 1991 there was a peak of 20% of children who lived in workless households. This reduced to 15% in 2001. In 2001, 10% of Pākehā children lived in workless households, compared with 28% of Māori children.


� The trends described in this section are based on small sample sizes and should be treated with more caution than results based on the sample as a whole.


� The US leads the world with the proportion of its population in jail. In 1986, 3.3% of men were in jail, and this had risen to 4.9% by 1997 (US Department of Justice 2002).
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Figure 2  Percentage of Households in each Household Type, 1986-2002
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Figure 7  Trends in joblessness amongst childrearing households, 1986-2002

33.3343176135

13.3053209938

47.073269424

36.0729558576

14.2649864578

47.2213345377

39.5011809913

15.6020349797

47.3243387983

41.1922455324

18.2804294346

46.5099186732

41.0436851249

19.325552307

46.203809396

42.3814040572

20.2458513417

45.2096490003

44.1565636027

20.9750493805

45.3677745983

43.5413387496

20.9769830345

44.6241664947

44.0100776906

20.331261608

44.0805459777

46.999738762

18.4351932049

44.4676552459

46.2706542586

17.6300944223

43.7616108677

45.3983245719

17.3333777564

44.396755824

44.5928376171

17.5283877869

43.9668385624

45.2072200197

17.1975394677

43.6928547006

41.921354718

16.8521304999

43.5290398809

42.9773886743

15.4890063624

42.7185964337

43.4508479917

14.4798450825

43.2400461886



Sheet1

				1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001		2002

		HH containing 1 WA Adult and at least 1 child		27,457		31,431		37,073		42,030		45,114		49,981		53,453		53,943		52,041		58,647		58,622		61,487		58,956		55,558		55,962		54,312		51,469

		HH containing 2 WA Adult and at least 1 child		11,585		14,069		17,838		24,222		27,150		29,055		31,281		33,627		34,191		30,105		26,621		24,599		27,023		28,545		21,265		21,752		19,152

				2,992		3,770		5,030		7,983		6,796		8,228		10,618		8,284		10,366		6,905		7,242		4,465		5,518		7,456		7,256		4,770		5,947

				42,035		49,271		59,941		74,235		79,061		87,265		95,352		95,854		96,598		95,657		92,485		90,550		91,497		91,559		84,484		80,834		76,569

		All Households		126,100		136,586		151,746		180,216		192,627		205,904		215,942		220,144		219,490		203,526		199,879		199,457		205,183		202,532		201,530		188,085		176,220

				33.3		36.1		39.5		41.2		41.0		42.4		44.2		43.5		44.0		47.0		46.3		45.4		44.6		45.2		41.9		43.0		43.5

				1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001		2002

		Childrearing HH as a % of all work-poor HH		33.3		36.1		39.5		41.2		41.0		42.4		44.2		43.5		44.0		47.0		46.3		45.4		44.6		45.2		41.9		43.0		43.5

		% of total households that were work poor		13.3		14.3		15.6		18.3		19.3		20.2		21.0		21.0		20.3		18.4		17.6		17.3		17.5		17.2		16.9		15.5		14.5

		% of total households that were raising children		47.1		47.2		47.3		46.5		46.2		45.2		45.4		44.6		44.1		44.5		43.8		44.4		44.0		43.7		43.5		42.7		43.2

				1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001		2002

		Households containing 1 WA Adult		65		64		62		57		57		57		56		56		54		61		63		68		64		61		66		67		67

		Households containing 2 WA Adult		28		29		30		33		34		33		33		35		35		31		29		27		30		31		25		27		25

		Households containing 3 WA Adult		7		8		8		11		9		9		11		9		11		7		8		5		6		8		9		6		8

				1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001		2002

		HH containing dependent child(ren)		446,134		452,139		460,278		458,513		460,535		459,790		467,069		468,312		475,880		490,926		496,142		510,879		514,664		514,562		520,551		518,739		526,232

		All Households		947,744		957,490		972,603		985,839		996,747		1,017,017		1,029,517		1,049,457		1,079,568		1,104,006		1,133,737		1,150,713		1,170,574		1,177,681		1,195,870		1,214,316		1,217,002

		%		47.1		47.2		47.3		46.5		46.2		45.2		45.4		44.6		44.1		44.5		43.8		44.4		44.0		43.7		43.5		42.7		43.2





Sheet1

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0



Households containing 1 WA Adult

Households containing 2 WA Adult

Households containing 3 WA Adult

Composition of work-poor childrearing households

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



Sheet2

		1986		1986		1986

		1987		1987		1987

		1988		1988		1988

		1989		1989		1989

		1990		1990		1990

		1991		1991		1991

		1992		1992		1992

		1993		1993		1993

		1994		1994		1994

		1995		1995		1995

		1996		1996		1996

		1997		1997		1997

		1998		1998		1998

		1999		1999		1999

		2000		2000		2000

		2001		2001		2001

		2002		2002		2002



Childrearing HH as a % of all work-poor HH

% of total households that were work poor

% of total households that were raising children

Trends in worklessness amongst childrearing households

33.3343176135

13.3053209938

47.073269424

36.0729558576

14.2649864578

47.2213345377

39.5011809913

15.6020349797

47.3243387983

41.1922455324

18.2804294346

46.5099186732

41.0436851249

19.325552307

46.203809396

42.3814040572

20.2458513417

45.2096490003

44.1565636027

20.9750493805

45.3677745983

43.5413387496

20.9769830345

44.6241664947

44.0100776906

20.331261608

44.0805459777

46.999738762

18.4351932049

44.4676552459

46.2706542586

17.6300944223

43.7616108677

45.3983245719

17.3333777564

44.396755824

44.5928376171

17.5283877869

43.9668385624

45.2072200197

17.1975394677

43.6928547006

41.921354718

16.8521304999

43.5290398809

42.9773886743

15.4890063624

42.7185964337

43.4508479917

14.4798450825

43.2400461886



Sheet3

		





		






_1120381223.xls
Chart4

		1977		1977		1977		1977

		1984-86		1984-86		1984-86		1984-86

		1990		1990		1990		1990

		1996-97		1996-97		1996-97		1996-97

		2000		2000		2000		2000



NZ

Aust

UK

US

Figure 18 Trend in Relative Polarisation in Selected Countries

0.89

0.91

1.48

1.28

1.49

1.03

1.59

1.38

1.56

1.15

1.65

1.38

1.57

1.16

1.5

1.55

1.09



Sheet1

		Figure 1 Data

		Share of Jobless Households in each Household Types (number of working age adults)
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Figure 3 Relative Polarisation for 1- and 2-Adult Households 
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Figure 18 Trend in Relative Polarisation in Selected Countries



		



NZ

Aust

GB

US

Figure 5 Trend in Percentage of Jobless Households for Selected Countries
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Figure 6 Trend in Percentage of All-Work Households for Selected Countries
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Figure 2 Relative Polarisation (Ratio of Actual to Predicted 
Household Jobless Rate) 1986-2001
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Figure 3 Relative Polarisation for 1- and 2-Adult Households 
with and without Children, 1986-2001
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Figure 4 Trend in Relative Polarisation in Selected Countries
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Figure 5 Trend in Percentage of Jobless Households for Selected Countries
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Figure 6 Trend in Percentage of All-Work Households for Selected Countries



		





		






