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The New Zealand Workforce: 1950-2000

Keith Rankin*

In this paper, the author presents an historical perspective on the New Zealand labour
market, placing the present employment crisis into its post-war perspective. The structural
recession which commenced in the mid-1980s has placed huge stresses on the working age
population. Just as the 1930s depression had a long-term impact on female workforce
participation, the present crisis can be expected to permanently modify labour supply trends.
The analysis focuses on income effects, with particular reference to responses to expectations
of and changes in household incomes.

Definitions

The inappropriate use of the official measures may involve substantial misallocation of
funds and resources . . . the current definitions are convenient for deriving single,
unambiguous measures of unemployment and the labour force, but it is not clear whether
the concepts underlying these definitions are the same as the concepts of unemployment and
the labour force derived from the viewpoint of the economic theory which is often used in
policy analyses . . . The interest in theoretical and empirical analyses of labour force
participation is on the position and shape of the labour supply schedule. (Australian Bureau
of Labour Market Research, 1985: 2, 6)

While it is essential for economists to adopt consistent definitions of terms - such as
"unemployment" and "labour force" - it is not necessary for researchers to be restricted by
formal concepts that are unhelpful in finding answers to the questions they have posed.
Emerging trends can be concealed when broad residual classifications - such as
"non-participation in the labour force" - cover a range of circumstances and activities. There
are often no convenient statistical categories to encompass new modes of labour market
behaviour, simply because they are new.

In the absence of a convenient practical boundary between unemployment and non-
participation, an arbitrary boundary has to suffice. A small change in definition or procedure
can make a significant difference to whether a large number of people fall on one side or the

. Department of Economics, University of Auckland. The author would like to thank Tony Endres, Brendan
Thompson, Susan St. John and Sean Keefe, along with William Coleman and other seminar participants from the
University of Tasmania Economics Department in July 1992 for their comments on earlier versions of this paper.
T would also like to thank this Journal's referees for their helpful comments. The themes expressed here were first
enunciated at the Sesquicentennial Conference of the New Zealand Association of Economists in August 1990
(Rankin, 1990b, 1991a).

NZ Workforce: 1950-2000 215

other of that line. When following the labour force approach,' the line is drawn to satisfy
a definition of unemployment that is too rigorous for many inquiries. There is no logical
reason, however, why non-participation cannot be defined in a positive sense, focusing on
what people are doing in preference to working for wages or profit. One portion of a
population must be a residual, nevertheless, defined in terms of the other categories so as to

ensure that the whole working age population is accounted for. Unemployment can be such
a residual?

Taking my cue from Jaffe and Stewart (1951: 14), I use a workforce concept that is defined
independently of unemployment, as a measure of the economically active population. To be
unemployed is simply to be in the workforce but not employed. There is no independent
definition of unemployment.?

The workforce can be regarded as those people wanting to work at prevailing wage rates.
The "prevailing" wage is a market wage but not necessarily a market-clearing wage. It may
be determined in part by stabilising regulations, or by a community sense of what constitutes
a fair wage. The main areas of discrepancy between the labour force approach and the
workforce approach adopted in this paper are in the way "discouraged workers" are classified.
Discouraged workers are unemployed but do not actively seek work or they are not
immediately available for employment. In neo-classical economics, it is presumed that all
discouraged workers find the opportunity cost of current market wages to be excessive and
that they are therefore voluntarily unemployed. In practice, the barriers are as likely to be
the costs involved in searching for scarce employment and high effective marginal tax rates
faced by social welfare beneficiaries and their spouses. Included among discouraged workers
are people who cannot "immediately" discontinue any second choice activity they may have
become involved in.* Both groups of discouraged workers are in competition for jobs with
those who are actively seeking work, and their presence helps to determine market wage rates.

The "labour force approach” (Jaffe and Stewart, p.15; Australian Bureau of Labour Market Research,
p.5; Revell and Brosnan, p.77) - as is used in New Zealand’s post-war censuses and by the New
Zealand Household Labour Force Survey - is characterised by an explicit definition of unemployment
that has been interpreted with increasing rigour since the 1970s and excessive vigour in 1991.

Rankin (1990a) explicitly uses the term "residual workforce" in preference to "unemployment",
encompassing various forms of casual and unpaid labour market activity that did not fit the census
categories of employer, self-employed or wage/salary earner.

However, I am reliant on census data that asks people to class themselves as unemployed only if they
are actively seeking work. In practice, the census data before 1986 will have included unemployed
people not actively seeking work, because of the lack of suitable alternative categories for respondents
to tick. In 1986, in addition to the 109,191 counted as unemployed, 40,461 males and 21,666 females
describing themselves as unemployed had not looked for work in the previous four weeks (New Zealand
Census of Population and Dwellings, 1986 Series C, Report 6, Table 14, p.58).

In the 1991 census, non-employed people were excluded from the labour force if they were not
available to commence employment during the week prior to the census date.
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The concept of joblessness - used in official statistics at present - includes some but not all
discouraged workers.®

The added-worker effect

Assuming that families plan for a target income modelled on the standard of living of the
peer group, and that the wife is not expected to be the main eamer over the family life-cycle
. .. [married] women can be prepared to accept lower wage rates provided the targeted
income is reached. (Bettio, 1988: 6-7)

One important labour market phenomenon, emphasised in this paper, is the "added-worker
effect" whereby workforce participation is determined more by household incomes than by
wage rates. Disposable incomes become more important than additional after-tax wages in
determining how many household members choose to work. At times of falling real incomes,
family members not in the workforce seck employment as a means of preserving their
families’ living standards.® The immediate need for an additional income to meet existing
commitments can mean that additional workers’ participation rates show a low sensitivity to
wage rates offered. During a recession, there is an incentive for more mothers, teenagers and
people of retirement age to seek employment or to delay workforce exit. The presence of
additional workers in a recession can be detected by an upsurge in the ratio of females to
males in employment.

Many additional job-seekers in a recession will, of course, fail to get employment, despite a
willingness to accept low wages.” Their previous activities will have become second-choice
activities. Because those activities do not change until new workforce entrants secure
employment, it is only their preferences that change when they enter the workforce. Such
people will continue to be statistically categorised according to their pre-workforce activities,
so will not typically be counted as unemployed.

If the main reason for reduced household incomes is a fall in breadwinners’ wage rates, then
the added-worker effect is associated with a negatively sloping labour supply schedule

The New Zealand Household Labour Force Survey defines the unemployed as those who are employed,
are actively seeking work and are immediately available for work. The jobless are those actively
seeking work or immediately available who fit into the definition of workforce given here. They are
waiting to hear of the availability of employment (passively seeking work!), and they have to make
some arrangements before they can actually comimence work. Unemployed people tend to engage in
second choice activities. They are not literally idle. They may have to disengage from these activities
before they can commence work. '

$  The added-worker effect is often defined only with respect to the participation rate of married women
(for example, Lundberg, 1985). My work on the 1930s depression in New Zealand and Australia
(Rankin, 1990a) suggests that most additional workers were daughters rather than wives.

7 Some additional workers will also be discouraged workers. People involved in traditional non-
workforce roles who wish to be employed may be less inclined (or face less pressure) to actively search
for work. They will however be receptive to any information about job vacancies.

NZ Workforce: 1950-2000 217

(Rankin, 1990b: 5-7), with increased numbers of people seeking work as real wages fall.?
The converse implication of such a labour supply function is that an added-worker effect
should become a "subtracted-worker effect” during a period of sustained economic growth.
At such times people can be expected to feel more secure about making first-choice
commitments to such non-workforce activities as family formation, tertiary education, and
retirement.

Studies of labour force participation during recessions too easily become inconclusive because
of the tendency of discouraged workers to offset additional workers (Poot and Siegers, 1992:
226).° By regarding discouraged workers as in the workforce, such an impasse can be
averted. The two effects need to be clearly distinguished because they do not always coincide
and because of their different effects on the composition of the workforce. Discouraged
workers tend to be male, while additional workers are largely female. The added-worker
effect can explain the acceleration of female workforce participation in the OECD in the
1980s. Participation induced by the sharp recession at the beginning of the decade was
increasingly revealed by the growth of female employment during the end-of-decade recovery.
Although New Zealand lacked such a recovery, there was a surge of female additional
workers mid-decade, during a period of falling unemployment, on account of real wage
reductions.'

The workforce concept ensures comparatively stable short-term participation rates, with the
added-worker effect being the principal source of short-run change. This paper investigates
the long-run implications of the added-worker gffect. While recognising that past assumptions
about male workforce roles may be of diminisﬁing relevance, emphasis is nevertheless placed
on explaining changes in female participation rates.

The added-worker effect in the medium-long term

Putting the wife to work is one of the most obvious ways of augmenting an "inadequate”
level of family income, and one would therefore expect higher income aspirations to have
led to higher participation rates in 1965 than in 1948 among married women at any level
of husband’s income. In short, the choice between leisure and more goods and services has
no doubt been affected by the range of goods and services generally available. We are
convinced that income aspirations have risen markedly over the post-war period, and that
rising income aspirations have in turn had a positive impact on the participation rate of
married women. (Bowen and Finegan, 1969: 235)

An added-worker effect induced by rising unemployment can be an indirect result of falling wages.
Employers noting a fall in market-clearing wage rates can lay off some workers while getting more
work from the remainder without increasing their remuneration. Unemployment also induces a
discouraged-worker effect amongst women, who face very high effective marginal tax rates on part-time
employment once their partners become eligible for the unemployment benefit.

The price (discouraged worker) effect, favouring leisure, cancels out the income (added-worker) effect.

Important here is the dramatic rise in housing costs (especially mortgage interest), causing big falls in
the effective disposable incomes of single-income families.
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There are two ways in which the short-run added worker effect can influence the long term:
through an inertial ratchet effect whereby cyclical recessions bring in additional workers, not
all of whom leave the workforce after the subsequent recovery, and by an effect described by
Easterlin (1987) in which household target incomes rise in line with expectations of
improving living standards.

The inertial effect is based on the principle that people persevere with their current main
activity unless there is a clear reason to change it. Piore (1979: 53) says "the very fact of
having a job generates inertia: to give it up is to change who one is", and that most of us are
resistant to income decline. Bladen (Lewis, 1956: 223) considered it "dangerous to ignore
the rigidity of patterns once established". Additional workers may hold on to their jobs, even
when their initial reason for seeking employment no longer applies.

While the utility to additional workers from employment may prove to be greater than they
first anticipated (because wages and working conditions tend to be better after a recovery than
during a recession), similar reasoning can also be applied to other activities. For example,
an improvement in household incomes might encourage new family formation. If the upturn
proved to be short-lived, some of those new non-workers could be expected to remain in their
new activity, instead of attempting to return to their past employment. Indeed women who
leave work to have children are constrained from immediate workforce re-entry. Furthermore,
if the most recent employment experiences of new mothers had been unrewarding, as they
may well be in a period of structural recession, and their experiences as a mother prove to
be satisfying, then the timing of their re-entry into the workforce as their children grow up
may be delayed. Participation rates of married women over 40 may be to a large extent
determined by their employment experiences as young single women.

The ratchet effect involves a three-phase cycle: downturn, recovery and expansion. Additional
workers are induced by the downturn and revealed by the recovery. Subtracted workers are
associated with the expansionary phase. When there is little confidence in future economic
growth, or the experience of growth varies from year to year or is confined to a minority
social class, a net addition of workers and work-seekers per household can be expected. Over
each complete business cycle, additional workers exceed subtracted workers. The
added-worker / subtracted-worker concept can explain the use of female and child workers
in factories and mines at the beginning of the industrial revolution, and the withdrawal of
women from the workforce in the expanding economy of Victorian Britain (Saito, 1981;
Richards, 1974).

By way of contrast, in the expansionary phases of the New Zealand economy after 1950,
subtracted-worker effects - evidenced by the huge rise in fertility rates - were increasingly
outweighed by other effects. The Easterlin effect, emphasising household expectations of
continuously rising per capita consumption, helps to resolve this difficulty. Thus, when real
wages did not rise as fast as income aspirations, then households would compensate by raising
their labour supply. When target household incomes rise faster than wage rates, the

1

Humphries (1987) also documents the falling participation rate of women in 19th century England, but
explains it in terms of parents acting to constrain the sexual freedom of their daughters, in a world in
which work is increasingly performed away from the home.
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added-worker effect becomes operative. Per capita economic growth is achieved as a
consequence of increased female labour utilised as well as of rising productivity.

Easterlin sees this effect in generational terms, with certain generations (especially "baby
boomers") having expectations of continuously rising living standards which families find
increasingly difficult to fulfil on single incomes, while other generations, brought up in
difficult economic circumstances but entering the workforce in expansionary times, have more
modest expectations and fewer commitments. With less debt (indebtedness is a key
determinant of future disposable income), they are more likely to find the income of a single
breadwinner to be adequate. The baby boom of the 1950s and 1960s can be seen as an
expression of a commitment by families to childraising as a preferred activity over other
forms of consumption.

Engel’s Law adapted to time allocation

In 1857 Ernst Engel postulated that low income households would spend a relatively high
proportion of their income on food (Fisher, 1935: 18; Kindleberger, 1989). The idea was
interpreted as a law of diminishing household expenditure on basic necessities as real
household incomes increased. On the assumption that services have a higher income elasticity
of demand than manufactures, the concept was extended to suggest that the (tertiary)
production of services would outgrow industrial production (for example, Bell, 1974: 188).

The need to spend time procuring subsistence needs is the priority for all households. With
economic growth it became increasingly possible for households to consume basic items and
other wants by selling labour or the products of labour in return for money, although
subsistence tasks (such as housework) remained. With increasing margins of affluence above
basic needs the demand for free time increases alongside the demand for additional
consumables. Discretionary leisure, like discretionary consumption, is income-elastic.
Leisure-preference is the long-observed response of pre-industrial societies to rising rates of
remuneration (Saito, 1981: 635).

ENGEL’S LAW
re consumption:
food and shelter --->  manufactures -->  services

(primary) (secondary) (tertiary)

re time allocation:
(subsistence) --> income ---> leisure --> independence/status ---> (property income)

2 1t was assumed that because most services were consumed by rich people, that as more people became

rich then proportionately more services would be consumed. However, as more people became rich
it became economically viable to substitute goods for services (for example, private cars replacing
public transport; home stereo systems replacing concerts). An important critic of the misuse of Engel’s
Law is Gershuny. There are problems with the simple primary/secondary/tertiary classification because
each major sector is heterogeneous. The most appropriate modern derivative of Engel’s Law might be
the growth of software relative to hardware.



220 Keith Rankin

In traditional societies work was unambiguously a utility sacrifice. In modern societies,
however, work itself can be a source of satisfaction. Consumption and leisure are not the
only sources of utility. There is an important distinction between "drudge" work for which
the only reward is income, and sociable, creative or intellectual work which is satisfying in
itself (Ruth, 1978: 32). Thus, with economic growth, the desire for increased leisure can
diminish, with more enjoyable work being a substitute for additional leisure.

Co-operative households were a necessary response to economic insecurity. Reductions in
the pressure of scarcity made possible by economic growth and social security have made it
possible for co-operative family and community structures to weaken. That weakening of the
"patriarchal" household was itself a form of utility for some members. Once relieved of the
need to work in support of their households, increasing numbers of women sought a degree
of social and economic autonomy. Personal independence required a personal income. In
the absence of a universally available transfer payment (Rankin, 1991b) or property income,
the changes in the nature of the household necessitated an increase in female employment
rather than an increased participation in a narrow range of leisure or voluntary activities.
Thus independence can be regarded, like leisure, as an economic good with a high income
elasticity. "Inefficient" modes of living, afforded by economic growth, are an expression of
a preference for reduced dependence on male breadwinners and a more equitable control
within families over expenditure and time allocation.

Reduced household cohesion has led to a rise in the number of households and a fall in their
average size. A corollary of the decline in household size has been reduced specialisation
with respect to household roles. With small households, it has become less meaningful to
regard one particular adult as a primary breadwinner. Housework and household leisure come
to be allocated more evenly amongst household members, with less gender differentiation.
This suggests a future trend for individuals to adjust their hours of work according to income
requirements, rather than for subordinate household members to enter or exit the workforce.

The increased substitution of domestic work (such as home childcare) in favour of market
work in recent years draws attention to the shortcomings of only using market work as a
measure of labour supply. All households retain a subsistence component of work effort,
which, if explicitly accounted for, would alter our perspective on female labour supply and
long-run economic growth (Krantz, 1988: 175; Snooks, 1989). One explanation for the
positive income elasticity of labour supply for married women between 1950 and 1980 is that
the choice increasingly became a substitution between (subsistence) housework and market
income, whereas for men the choice has been a direct one between work and leisure (Cain,
1966: 7) in the form of less overtime or earlier retirement. This conclusion follows directly
from the Engel approach; subsistence work is the least income elastic category of time
allocation. :

At very high levels of income, the Engel’s Law approach is manifested by the quest for
positional goods - the Hirschian paradox (Franklin, 1985: 63-70) or "keeping up with the
Joneses". So long as status is found primarily through workforce roles, and social influence
is exerted through high status jobs, then the Engel approach suggests that there should be a
long-run trend towards positive income-elasticity of labour supply for men as well as for
women. High income people can become addicted to their work because of the status
associated with it, and the ability it gives them to purchase scarce positional assets, such as
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land with a view of Rangitoto Island. Those on lesser incomes can feel obliged to work more
to keep up with the high flyers and the workaholics (see Schor, 1991). High consumption
levels in busy households can reinforce the income maximisation goal for the majority,
generating a highly competitive work ethic. From a societal perspective, the competitive
acquisition of positional goods is futile. Only some households can be relatively affluent.

Taking the Engel’s Law approach to its logical conclusion, however, favours an eventual
reduction in workforce participation. As incomes deriving from the ownership of assets
increase relative to incomes from labour, increasing numbers of people will be able to retain
high incomes and maintain high social standing without being employed.”® More people
would become company directors. Labour supply should ultimately be negatively income
elastic. Individuals would have income, leisure and autonomy.

In the context of this paper, the "Engel effect” is the preference for an independent income
over dependent leisure. In a wider context, the effect constitutes an "M-shaped" long-run
labour supply function of workforce participation with respect to incomes.! As subsistence
work gives way to market work, labour supply has a positive income elasticity. Increasing
leisure preference reverses the pattern, which is in turn reversed by the desire for more
personal autonomy and the desire to consume more positional goods. These are "inefficient"
choices, requiring additional income per unit of consumption or leisure. Household
economies of scale are reduced as the proportion of one/two-person households rises. In the
very long run, so long as labour productivity continues to rise, we can expect labour supply
to contract as property income gradually replaces labour income.

Workforce Statistics: 1951-1993

There are three main sources of New Zealand post-war employment statistics: the
quinquennial census (conducted by the Department of Statistics), the Labour Department’s
Employment Survey (which became the Statistics Department’s Quarterly Employment Survey
- QES - in 1989), and the Household Labour Force Survey (HLFS, commenced December
1985). Official employment, unemployment and participation rates are now those given by
the HLFS.

If social ranking and income increasingly derive from the ownership of capital rather than the sale of
labour, and much productive human capital was to become disembodied into forms of artificial
intelligence, education would increasingly complement leisure rather than labour. People would be
educated; machines would be trained. In pre-industrial times, maximum utility was derived from
becoming part of a classically educated leisured aristocracy. Perhaps - well beyond 2000 - we can
eventually all become independent leisured gentlepersons, living off individually and collectively owned
property income, and with computer tehcnology replacing the ancien régime servant class?

4 Kindleberger’s view of Engel’s Law is particularly interesting, because he shows that certain income
elastic products (such as television sets) become income inelastic as the market saturates but become
elastic once again as a new aspect of the market (second sets) becomes apparent. It is the same with
employment. The first surge in workforce participation comes with the desire of households to consume
more. The second surge comes as otherwise subordinate household members seek personal income
and/or enjoyable work in preference to leisure and housework.
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With bi-annual employment surveys commencing in 1947, it has been possible to produce
reliable inter-censal employment estimates from 1951. Annual estimates of working-age
population, workforce, employment and unemployment are presented in the Appendix
Table.!® The workforce estimates are straight-line interpolations of census data, and include
people who worked less than 20 hours a week.'® Part-time workers are defined, to conform
with present conventions, as those working less than thirty hours a week. Unemployment is
the workforce minus the employed. For the years after the 1986 census, the employment
estimates have been calculated by averaging employment growth rates from the two surveys,
QES and HLFS." The post-1986 workforce estimates have been calculated by projecting
the 1976-86 census non-participation rates for 15-64 year-olds.'"® Figure 1 shows
participation and employment rates, calculated from Appendix data. Likewise, Figures 2 and
3 show non-participation and unemployment from 1951 to 1993. Census labour force data
is depicted in Figures 1 and 2. In 1991 that data is not comparable with that from earlier
statistics.'

As Figure 1 shows, while female participation rose from 30 to 58 percent between 1951 and
1983, female full-time employment only increased from 26.5 to 34.5 percent of 15-64
year-olds, rising to 37.5 percent in March 1986. There is a clear indication of female
additional workers gaining employment in 1984-86. In March 1993, female participation is
estimated at 69 percent with full-time employment at 33.5 percent, less than half of the
female workforce. In contrast, male employment rates have fallen steadily to 1982, and quite

'* The estimates reflect the position in March/April each year. Those months have consistently been the

low point for seasonal unemployment.

From 1951 to 1981, part-time workers - defined as those working fewer than 20 hours per week - were
excluded from the census labour force count. As a result, it has not been possible to estimate part-time
unemployment; i.e., people without employment seeking part-time work.

7" The QES part-time employment was adjusted to achieve ratios of full-time to part-time consistent with
those of the HLFS. The discrepancy arises because the QES measures jobs rather than people. A
significant number of people classed as employed full-time in the HLFS are in fact people working in
two or more part-time jobs. Because the revised QES only backdates to 1987, only the HLFES has been
used to estimate employment growth from 1986 to 1987. Likewise, only HLFS data has been used to
produce the 1993 estimates.

For each sex, the annual average increase in the non-participation rate between the 1976 and 1986
censuses was calculated (1.54% for males, -2.86% for females). It is that rate that has been applied to
subsequent years. The 1981 census labour force count is suspect because of the omission of part-time
unemployment. This was much less of a problem in 1976 because of the small numbers of unemployed
and part-time workers. .

19

The 1991 census unemployment count of 164,000 is not compatible with the 109,000 from 1986. There
was no question on unemployment in 1991. Instead, the unemployment statistic was derived from four
other questions. The 1991 census also shows some important discrepancies in the total population data.
From birth, death and migration records, there appears to be a population undercount of nearly 20,000
compared to 1986, and 50,000 compared to 1951. My estimate of total employment in March 1991
(1,446,800) - approximately half-way between the 1991 census (1,400,400) and HLFS (1,471,300)
estimates - is probably an overcount. Nixon (1993) suggests that the HLFS (then derived from a sample
of 24,000 households) is more accurate than the census. But it is hard to believe that the census could
miss between 40,000 and 70,000 employed people.
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FIG. 1 source: Appendix Table
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savagely after 1986. Overall, participation rates continue to rise despite the contraction of
male labour supply.

Table 1 suggests that, in the light of Australian experience of stable male participation and
rapidly rising female participation between 1986 and 1990, the New Zealand workforce
estimates presented here for the 1990s are somewhat conservative, showing slower workforce
growth in New Zealand than Australia. Australians have similar aspirations to New
Zealanders, and there is no reason to believe that New Zealanders suddenly became work- shy
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while Australians were eager to work harder. Female employment and participation rates
have been higher in New Zealand for some time now (Rankin, 1992), with the added-worker
effect - clearly evident in 1984-86 - unlikely to have become less important in times of
dramatically falling male incomes.

Table 1: Participation Rates per person aged 15-64, 1986-90
Male Female
New Zealand  Australia New Zealand Australia
HLFS KR HLFS KR

1986 87.8%  85.7% 84.4% 62.8% 62.2% 55.8%
1987 87.5%  85.5% 84.3% 633% 63.3% 57.5%
1988 85.6% 85.2% 84.1% 63.0% 64.3% 58.4%
1989 84.2%  85.0% 84.3% 619% 65.4% 59.7%
1990 83.0% 84.8% 84.9% 62.7%  66.4% 61.4%
source: New Zealand: "KR", this paper (Appendix); "HLFS", NZ Dept. of Statistics.

Australia: Australian Bureau of Statistics, Yearbook Australia 1991, p.157.2!1
New Zealand data is for the March quarter, Australian data for the June year.

The increasingly divergent participation trends between males and females reflect a growing
flexibility between male and female roles, and increasingly large numbers of males who are
discouraged from involvement in the formal economy.”® These discouraged workers can
include social "drop-outs", people who become students or home-makers because they cannot
get employment, people in "early retirement" and people finding it difficult to come off social
welfare benefits. The non-workforce total also includes a growing number of people being
supported by emoluments such as educational scholarships, sports/arts grants and research
fellowships. The distinction between an employee and a fellowship holder is a narrow one,
as is the distinction between amateur and professional sports participation.

Figure 2 shows the relative distribution in the working-age population of non-participating and
unemployed people. The change in definition and counting procedures of the 1991 census
reclassified nearly 100,000 of the unemployed as non-labour-force. Figure 3 shows
unemployment patterns over 40 years. It is noticeable that unemployment (especially female
unemployment) in the mild recessions of the 1950s and 1960s has been somewhat higher than
has been generally acknowledged. By contrast, the unemployment rates are surprisingly low
in the late 1970s. The particularly sharp recession of 1977 induced two major responses.
The propensity of unemployed people to apply for the unemployment benefit increased,
causing more of the unemployed to register and be counted (Thompson and Endres, 1979).
And the rate of emigration increased sharply. In these years an unusually large number of
young New Zealanders sought and gained employment in Australia and other overseas

% Presumably the growth of discouraged workers applies to females too, suggesting a major decline in
traditional modes of female non-participation. It should be noted that the non-workforce includes
overseas visitors, who have made up a small but steadily increasing proportion of the total population.
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destinations. Many returned in 1982-84 at a time of very high unemployment in those
countries, initially postponing the drop in unemployment in New Zealand but also playing a
key role in the recovery.

FiG. 2 . source: Appendix Table
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Table 2 shows the median incomes of young adult full-time wage and salary earners (in

1990/91 prices), and Table 3 shows the participation rates glf wornenf of difgle‘rent ages afnd Table 3:
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wages of new workforce entrants. 1981-1986 was a period of particularly rapid increase in never fxglgg'ned . - 73 i - iy
female labour supplied, despite falling wages, consistent with a backward-sloping labour 1951 89.7 83.8 75.1 65.7 38.6 773
supply schedule. In 1991, young workers of both sexes were not much better off than were %gg? g%% g 2 % Zlgg »6,82 3‘51% 786
; : : o . : : . . . 79.4
women prior to the introduction of equal pay 1966 9311 89.4 84.3 773 517 84.0
1971 90.8 89.4 84.1 77.0 51.0 83.6
1976 83.2 82.8 80.3 75.8 447 78.6
Table 2: Full-Time Wage/Salary Earners aged 20-24 1981 79.3 76.1 75.8 73.6 42.8 75.5
e arried
median annual income g hogtly g . 1945 17.4 9.0 8.6 7.0 3.7 8.2
oo ke fonae e e o e s m w f
ach | S0t __{aofmel__ Syt kofosk m R B B B oW b
1950/51 | $15,290 | $10,230 | 66.9% 1971 343 224 3356 335 17.4 28.2
wssss | sraio | su | 619% wooWom o3 o8 By
1960/61 | $19,400 | $13,500 [ 69.6% $8.57 $6.50 75.9% S — : : : . . :
1965/66 | $21,560 | $15,610 | 72.4% $9.48 $7.64 80.6% {g ‘51? 28; 2%2 ggg %gg %gz %;Z
) 82.9% d . . i 2 !
1970/71 | $23,790 | $17,840 | 750% | $10.75 | $891 ’ 1956 540 56.1 532 426 203 355
s | o0 | suaw | 0% | s | s | o1 B B 3 & B %
1980/81 | $26,500 | $23,760 | 89.7% $12.24 $11.80 96.4% {g% i gzg ﬁg gﬂ f{gg %g,{ ggs
10.30 95.5% v J . . ; 3
1985/86 | $23,570 | $21,840 | 92.7% $$19°;729 $$9 o | 100 9; 1981 4238 442 55.4 511 232 a1
B . (4
19001 | $20340 Y9240 BaE ' TOTA119J4(5e xel unsPeCi%zdg 27.1 19.5 16.5 9.7 25.2
: in (1993, pp.12-13 . . . . . .
source: Rankin (1993, pp:12 1) 1951 527 225 207 21.0 121 2411
1956 50.6 21.9 22.8 24.9 152 25.1
1961 49.8 20.9 254 28.7 17.7 27.0
1966 52.9 23.8 29.5 322 20.4 30.5
While there was a big increase in female earnings after the implementation of equal pay %g% ggg %gg zgg Z;/g %}g igg
legislation in 1972, the 1966-71 experience suggests that the acceleration in the participation 1981 643 409 51 436 2273 45.0
of married women was already well under way. It was probably linked to a reduction in Fhe . .
average maternal age for which the youngest child started school. While the correlation % POPlglzasthH marrxed35 9 739 80.6 758 64.6 69.0
between rising real wages and surges in female participation is poor, better wages for female 1951 4977 812 832 772 64.4 74.1
workforce entrants may have offset what might otherwise have been a f?.ll in female 1956 56.1 848 858 792 66.1 776
participation in the 1950s. For males, in the years to 1976 positive wage substitution effects 1961 586 87.5 87.9 81.1 673 792
clearly were not enough to overcome income effects favouring more 1cisyre. While it cmtlllld %8’6/? ggg gg 2 gg% g%g ggg §,88
be argued that the fall in male participation rates after 1981 is a genuine response to the 1976 506 85 879 836 711 790
reduced real wages on offer, the historical pattern suggests males have been discouraged from 1981 43’5 76.8 8272 80.7 712 777
secking work for reasons other than low wages. source: New Zealand Census of Population and Dwellings
note: The Workforce excludes those working for fewer than 20 hours each week.

22 Legally separated, divorced, widowed.
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While female workforce participation has been consistently rising since 1950, it was not as
high in the 1950s and 1960s as it was in the 1930s (Rankin, 1990z, 1990b). It should be
stressed, however, that there was a rapidly rising composition of married women in the female
population from 1940 to 1960. In the 1940s and 1950s, marriage and family formation was
increasing - including during the war years - despite historically high wages and labour
shortages.

One reason for increased female labour supply from the 1950s to the 1970s was the trend for
women to complete their families at an earlier age, an expression of the Easterlin effect
whereby favoured generations set high and rising target incomes per family member. As the
proportion of the female population primarily involved in caring for young children
diminished, potential female labour supply grew. Most 1950s mothers had been employed
at some time in the 1930s or 1940s, whereas many mothers in the 1930s had never been
employed. Pre-marriage employment experiences must have played an important role in
determining women’s workforce choices once children reached school age. The baby boom
that brought about low participation rates was unravelling in the 1960s and 1970s.

The trend also reflects the decreasing labour-intensiveness of housework, and a focus on
social opportunities for women. Once enough suburban mothers started to commute to central
city offices, the need for a daytime social life amongst their peers placed pressures on all
suburban women, who would seek employment for many reasons other than money (Bell and
Street, 1969).

The participation of young unmarried women was rising steadily until 1961-66, reflecting a
growing desire for independence from parents. In later years, opportunities in tertiary
education reversed the pattern, making non-market activity and independence an option. A
spurt in the employment of older unmarried women after 1961 spelt the end of their apparent
inertia. Many would have been brought up during the inter-war years when employment for
single women was not the norm. Perhaps the increased labour market activity of middle-aged
married women in the late 1950s helped older single women who had never previously been
employed to overcome any misgivings. The fall in the participation rates of unmarried
women in the 1970s reflects the rise in de facto marriages.

It is possible that there has been a significant reduction in expectations of material living
standards since 1986, with people increasingly choosing leisure pursuits and motherhood at
lower levels of consumption. The fall in real incomes of new workforce entrants has been
marked. The unexpected rise in the birthrate from 1986 - a rise that was not paralleled in
Australia - suggests that this might be so. But the 63 percent rise in the number of abortions
in New Zealand since 1985 (AJHR E-28, 1992), following a few years of stable abortion
rates, suggests that the main reason for the 2.5 percent per annum increase the number of
births from 1985 to 1991 is an increase in the level of unplanned pregnancy. Additions to
the pregnancy rate - almost entirely ex-nuptial - may be correlated to the rising incidence of
crime and suicide; a social reaction to increases in unwanted leisure and unplanned decreases
in living standards, symptomatic of unfulfilled expectations in a society which has become
unresponsive to increasing labour supply. Before 1986, households could meet their material
expectations by raising their labour supply. Since then, more labour supplied has just meant
more unemployment. The living standards of the majority of households have fallen. There
is little evidence as yet of a reverse Easterlin effect, in which targeted household incomes

NZ Workforce: 1950-2000 229

progressively fall relative to prevailing wages. It may emerge as a rise in family formation
in the 1990s, despite falling or static incomes.

Towards and Beyond 2000
More Workless or More Work Less (Gilbert, 1989)

If New Zealanders’ incomes continue to fall or stagnate, there are two diametrically opposing
scenarios which follow from the theoretical approach and interpretations suggested by this
paper. One is that expectations of reduced living standards could lead to a long term reversal
of the rising post-war labour supply. Alternatively, continuing attempts by households to
maintain high material standards in the face of low wages through increased labour supply
may further depress real wages and therefore induce further increases in participation rates.
Attempts to maintain future living standards by increasing household savings may dampen
aggregate demand and hence place even more pressure on wages. So long as the targeted
incomes of existing workers rise faster than their actual incomes, there will be more additional
workers in the 1990s. Additional workers in the next two decades will most likely be people
of both sexes in the 15-24 and 55-70 age groups; people whose households cannot afford to
support them in advanced education or retirement, and who will be expecting to receive
diminishing levels of public support.

Measuring labour supply in terms of participation rates is, however, becoming redundant, just
as it was not useful in helping us to understand pre-industrial labour markets based on
small-scale family enterprise. The workforce itself is a concept only appropriate for an
industrial society in which there is a clear differentiation between workplace and home (Piore,
1987: 1836). Participation rates emphasise just one aspect of labour supply; numbers of
people rather than increments of time or effort. With more fluid gender roles, it is becoming
increasingly necessary to use more sophisticated measures of labour supply. It is possible that
labour-time willingly supplied decreased during the 1960s and 1970s despite the expansion
of the workforce. A fall in labour supply may have been frustrated by a shortage of part-time
employment opportunities and the rigidity of the 40-hour work week. Increased annual leave
entitlements were one way of facilitating demands for free time. Labour supply is a function
of hours worked per week, weeks worked per year, and years worked per life. It is simplistic
to focus on just one of these variables. The participation rate is sensitive only to changes in
the number of years in a working life that are devoted to the labour market.

In the 1990s, the rise of a more intensely competitive labour market appears to be creating
a significant reduction in the number of hours people feel they can afford to spend on
distinctly non-market activities, The time expended in earning a living in today’s labour
market includes more time involved in setting up new businesses, in tendering for work,
unpaid overtime, unpaid time "on call", travel time, job search time, time collecting earnings
from sub-contractor employers who may themselves not have been paid, time engaged in
personal marketing (for example, preparing one’s c.v.), increased paperwork for employers
and self-employed (and their relatives assisting) as they are obliged to perform public services
(such as collecting taxes and accident compensation levies). Business executives, school
headmasters and other public servants now face competitive pressures to work well in excess
of eight hours per day, either by staying late at their offices or by bringing work home. This
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is as true of work intensity as of work time. People in work now often have to work harder
or faster than before, without increased remuneration. Within normal working hours, they are
expected to do the work of redundant colleagues or to cover for additional work that might
in the past have constituted a new job. Most of these features are symptomatic of falling
market-clearing wage rates at a time when people cannot afford a reduction in their wage
incomes. An increase in work intensiveness is an increase in the quantity of labour supplied;
a variation of the added-worker effect.

The Engel effect will only be a significant factor in the 1990s if economic growth rates
accelerate markedly. However, the data in Table 2 suggest that a reverse Engel effect could
take place. Indeed, it may well have begun, with increasing numbers of (especially) males
in their twenties choosing to live with their parents instead of working? much as females
of that age did in the 1920s. As in the past, adequate ways of measuring changes in such
trends will only be devised once any new developments have become established.
Tomorrow’s historians will not be able to fully understand the 1980s and 1990s labour market
through the uncritical use of official statistics.

Whatever happens to workforce participation in New Zealand in the future, it is not likely to
be completely divorced from international developments. The labour market is international,
despite there being more barriers to the mobility of people than of capital markets and goods.
While there are significant differences in the participation rates of different OECD countries,
this in part reflects a definition of unemployment that ensures that measured labour force
participation will fall during a recession and therefore relates to the timing of recessions in
different countries. Labour supply trends in New Zealand retain a significant indigenous
component, given a propensity to have recessions while other countries do not. Hence
cyclical migration is an important additional influence on New Zealand’s labour market. The
export of skilled workers that has occurred is not a means to reducing domestic
unemployment. Such people generate additional income in the countries in which they are
working and hence create downstream jobs in those countries. The loss skilled workers can
only aggravate the unemployment problem which brought about the labour exodus.

Conclusion

This paper has introduced three perspectives of long-run labour supply change: a ratchet effect
resulting from the partially irreversible nature of the changes in short-term labour supply
which result from fluctuations in household incomes; a long-run added worker effect
(Basterlin effect) resulting from rising household income targets; and an income elasticity
(Engel) effect resulting from individuals’ desire to be freed from family dependence. These
do not necessarily constitute separate hypotheses of change. The short-run added worker
effect appears to have been a catalyst which has helped to free labour supply from long-run

u Census data show non-participation of males aged 25-29 to be 3,231 (1981), 6,906 (1986) and
16,683 (1991), compared to 57,846 (1981), 49,833 (1986) and 52,383 (1991) for females of the same
age. Adjusting the 1986 data to 1991 procedures would give an approximate doubling of the male
non-workforce aged 25- 29 between those years, with no change for females. It cannot be assumed
that these non-participating young men are mainly househusbands, given a decline in female
full-time employment between 1986 and 1991.
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inertia, a mechanism by which the Engel effect can take place. i i
extends the add‘ed—worker effect to the long-run in a dﬁfergntcfvayT?gcf:i:;rgr? :liltri’o’thesm
rather than rcahscd. economic growth and using unfulfilled expectations of increasescilrll)atcai
wage rates to explain why households supply additional labour. In the mid-20th-centu rfh
Easterlin effect and the Engel effect have both acted to increase female labour supplyry )

All three effects can operate in reverse. Per capita economic growth cann

granted even over the long term (Jones, 1988). The reverse rat%;(:at effect o?:tcxll):s tii:k;:of(l);
accusfo.med to la}b'our market participation are permanently drawn out of the workforce b {)he
unanticipated u}lhty deriving from activities adopted during a period of unemployment yTh
reverse Easterlin effect occurs when households revise their income targets downwards. Th:
reverse Engel effect can be expected to occur when incomes fall over an extended dur.au'o
with increased household cooperation replacing personal autonomy. K

Tl}c': valuation of the opportunity cost of competing activities is subj iati
uphty received from various forms of material andgnon-material cort?ﬁfr:pi?ozacr;la::;s vakzﬁ
:)1m<;i Mdepeqdence from a close-}(nit community can lead to loneliness, leisure can become
oredom, family bopds both restrict and enhance individuals’ well-being. Members of one
generation may be inclined to devalue the activities valued most highly by their parents
suggesting a long-wave pattern of labour supply fluctuation. The 1990s might be aI;umin ’
Pomt in Sl.lch a cycl?, pointing towards a long-term contraction of labour supply. If we movg
into a period of falling prices similar to that experienced worldwide from 1873 .to 1896, then
real incomes of median households could actually increase while income expectations’ fall.

If the 1990s labour' market fails to satisfy past aspirations, New Zealanders may rediscover
the ber}eﬁts of farml_y cohesion. Child raising by both men and women may be increasingl

recognlseq as an activity satisfying in itself, and as a means to raising security in old age nix};
century, given the present doubts about the extent of future public provision of retirement
income. Fema..le workforce participation rose in the 1960s in line with the increasingly earl

maternal age in which the last child was born. In the 1990s there are many women whg
cannot fielay fat.nil}f formation for much longer. The average maternal age of the last child
z;);lv t;vxiﬁl:ts:z:dlg 1ncn§ﬁs§e as the year 2000 approaches. When the sustained economic

, there w a contraction i -ti i
Sk focce will outions i grom traction in the female full-time workforce. The part-time
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1976 | 968900 952,800 | 119,100 481,500 | 849,800 471300 | 812400 327900 | 22,900 131400 | 14400 11900 26300
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1980 | 1,002,000 988,400 | 126400 456,600 | 875,600 531,800 | 816,100 354300 | 30,800 158,900 [ 28,700 18,600 47,300
1981 | 1010300 997,300 | 128,300 449,900 | 882,000 547,400 | 815900 358,500 | 31,700 163,100 | 34,500 25,800 60,300
1982 | 1,021,000 1,011,000 | 133,000 441,300 | 888,000 569,700 | 818,700 359,800 | 35300 167,600 | 34,000 42300 76,300
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sources: Total Population aged 15-64
1951-76: Bloomfield (1984), census date
1981-92: Statistics Department INFOS, May 1993.
(March 31 estimates)
1951-81 intercensal: linear interpolation
1993: extrapolation

Employment:
1951-86: NZ Census (interpolations: Dept. of
Labour Employment Survey)
1988-92: HLFS & QES (Dept. of Statistics)
1987, 1993: HLFS only
i 1987-93 data scaled to conform with 1986 census
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Specialist Tribunals and Management Strategy:
Reflections on the Impact of Anti-Discrimination
Legislation in the Public Sector

Louise Thornthwaite*

Industrial relations research on management strategy has tended to ignore the influence of
individual labour laws enforced by specialist industrial tribunals. This paper looks at the
effect of a particular specialist tribunal, which enforces anti-discrimination laws, on mana-
gerial strategy in public sector organisations. It argues that the formulation and implemen-
tation of management policies are influenced by exposure to the activities of specialist tribu-

nals, indicating the partial origins of managerial strategy in fear, and its gradual accretive
nature.

Management strategy has become a central concern of industrial relations research. Con-
forming with the broader tradition of industrial relations research, however, treatments of this
subject have tended to neglect the impact of the state’s dispute settling institutions on man-
agement strategy. To the limited extent that consideration has been given to these institutions,
analysis has centred on the role played, in Australia, by the arbitration system. This can be
attributed to the overt and pervasive influence of the arbitration system, a crucial factor
distinguishing Australian workplace industrial relations from those in such other countries as
the United Kingdom and United States. In terms of comparative analysis, however, other
institutions common to many western countries may also yield crucial conceptual cues. One
important set of institutions which have been neglected are specialist industrial tribunals
which enforce individual labour laws.

In 1983, Hepple noted of British industrial relations that "the language and philosophy of
individual legal rights have become increasingly pervasive" (p.393). This has been similarly
true of Australia and New Zealand. The widespread emergence of anti-discrimination legis-
lation has been one of the more overt forms of this expansion of workers’ rights over a wide
terrain which includes superannuation, promotion and disciplinary appeals, unfair dismissal
and workers compensation. Yet those specialist industrial tribunals which are not involved
in wage and salary determination remain almost completely neglected in industrial relations
research. Many of these tribunals are quasi-judicial rather than arbitral, and engaged in
enforcing statutory rights concerning specific aspects of employment relations. The public
and political gaze has similarly rested heavily on arbitration bodies rather than these specialist
tribunals. This may partly relate to a conceptual distinction between collective and individual
issues and an accompanying assumption that individual employment rights and their enforcing

¥ Lecturer, Industrial Relations, Griffith University, Queensland, Australia
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