	
	



	
	



[bookmark: ChapterNumber][bookmark: _GoBack][bookmark: ChapterTitle]4	Future directions
[bookmark: begin]This paper provides an analysis of transitions in Australia by describing the broad patterns (or pathways) in the monthly education and labour market activities of individuals over a ten‑year period. Specifically, the paper used optimal matching and cluster analysis (OMCA) — two analytical techniques for summarising the different sequences of activities of individuals. These techniques advance the understanding of transitions in Australia. For example, a more informative characterisation of the factors that are associated with marginal attachment to the labour force is provided.
This chapter summarises the analytical approach used in this study and its results (section 4.1), outlines some additional analysis that could build on these results (section 4.2), and suggests other topical areas that may benefit from the application of OMCA techniques (section 4.3).
[bookmark: OLE_LINK1]4.1	Summary
This study used the education and labour market calendar data from ten waves of the Household, Income and Labour Dynamics in Australia (HILDA) Survey to follow the sequences of activities undertaken by about 6500 individuals.
As has been demonstrated in this paper, the calendar — which is surprisingly under‑exploited — gives a rich picture of individuals’ activities over time. The calendar’s length and detail makes it an invaluable information source that should be preserved and utilised. Indeed, the usefulness of its design should inform the developers of other longitudinal surveys.
With so many individuals, activities and observations, it can be difficult to know where to begin an analysis. However, OMCA is ideal for exploring this type of (sequence) data. OMCA works by comparing individual activity sequences and forming groups of individuals based on the similarity of their activity patterns. Each group then represents a pathway. This process distils this complex information to a meaningful level and helps to focus the analysis.
Used in tandem, these two techniques are useful for summarising information encoded in sequences. This type of analysis can be very useful for policy makers — as an input to program evaluation and as a source of evidence for policy design.
In this study, four age‑based segments were defined for individuals of working age: youths, young adults, mature adults and seniors. For each segment, defined according to age in 2001, OMCA identified four or five pathways based on similarities in individuals’ activity patterns. Characteristics of individuals in each pathway were then explored.
For youths aged 15–24 in 2001, five pathways were identified: three were associated with education and the transition to work, and one was dominated by women’s withdrawal from the labour force to raise children. One pathway was associated with work, although that pathway also showed extensive ‘churn’ as most individuals interspersed other activities with spells of work. Frequent churning into and out of the labour force can lead to tenuous labour force attachment. However, for some individuals, stable employment eventually results.
The activity sequences for young adults aged 25–39 were grouped into four pathways: two paths involved work (one with increasing education) and two were closely associated with women spending prolonged periods outside the labour force raising children (with one pathway showing their subsequent return to work).
Four pathways were identified for mature adults aged 40–54: work dominated one pathway, two others were driven by women spending time outside the labour force as they raised their children (and one of those pathways showed their return to work), and one pathway was associated with early retirement.
For seniors aged 55–64, four pathways were identified: one pathway was dominated by work and the other three were associated with retirement or transitions to retirement.
The tabulations and summary statistics presented in this paper provide some insight into transition pathways in Australia. However, further investigation and multivariate analysis is needed to disentangle the relationships between the characteristics of individuals and the pathways they follow.
[bookmark: OLE_LINK2]4.2	Additional analysis
There remains considerable scope for additional analysis to build on the results in this paper. 
Policy makers are concerned about the long‑term welfare of individuals and the problems associated with people who experience difficulties in making the transition to more stable employment, for example. In the area of transitions, there may be a priority placed on helping people avoid ‘unsuccessful’ outcomes — such as long‑term unemployment or marginal labour force attachment among young people. 
Thus, a key priority would be to develop a framework for distinguishing ‘successful’ and ‘failing’ outcomes. Multivariate analysis could then be used to identify which pathways and types of activity patterns are associated with ‘success’ or ‘failure’. For example, an extension of the analysis in this paper could be to use the information from wave 11 of HILDA to represent ‘outcomes’, and then to examine econometrically the association between the pathways and outcomes.
Another extension could be to identify the characteristics of individuals that are associated with (or perhaps determine) the pathway they follow. In particular, the interaction between health, disability and labour market outcomes could be considered. Such an analysis could inform the targeting of strategies to reduce the risk of individuals following pathways to ‘failure’.
Another fruitful extension of the existing analysis is a more detailed investigation of study activity. This could be accomplished by tracking different types of education — for example school, vocational and higher education.[footnoteRef:1] [1:  	Some studies track apprenticeships separately from other types of study undertaken while working. Unfortunately, apprenticeships (and traineeships) cannot be identified reliably in HILDA.] 

[bookmark: OLE_LINK3]4.3	Further potential uses of OMCA in areas of policy interest
The OMCA techniques used in this paper could be applied to many other topics, subject to the availability of suitable data — for example, understanding patterns in public housing tenure, housing arrangements or types of welfare payment. 
Pathways relating to public housing tenancy could be investigated using the time of survey data in HILDA. Although limited to annual observations, these data could be sufficiently frequent for analysis as tenure in public housing tends to be much longer than one year (AIHW 2012).
In a similar vein, another data source is the accommodation ‘calendar’ in Journeys Home — a new longitudinal survey of factors affecting housing stability (for details, see Wooden et al. 2012). These data could be used to characterise the housing or accommodation pathways of individuals over time according to patterns in housing situations, incorporating stable/secure housing through to various categories of homelessness. Applying OMCA to these data could provide insights into patterns of housing (in)stability that have not emerged in other analyses.
Administrative systems — such as those used to track welfare receipts by individuals — represent yet another source of data to which OMCA can be applied. If sufficient information is available, the analysis will reveal distinct patterns. This would provide a better understanding of whether (and which types of) welfare can become a trap. Such an analysis would be a valuable input into program evaluations.
The OMCA techniques could also be applied to the same topic of transitions using a different dataset, such as the Longitudinal Surveys of Australian Youth (LSAY). LSAY contains a calendar of labour market activity for a single age cohort of youths. In contrast to this study — in which the youth segment includes a mix of individuals who are initially aged 15–24 years and followed over time — LSAY begins with a group of individuals who are all 15 years old and tracks their activities until they are all about 25 years old. For examining youth transitions, an advantage of LSAY, compared to HILDA, is that the individuals are about the same age so that ‘cohort effects’ and age effects are not confounded. Despite these differences between the two surveys, the results (for the youth segment) could still be compared.
Whether sourced from HILDA or elsewhere, calendar‑style data are particularly valuable for understanding individuals’ transitions in the context of their longer‑term experiences. OMCA techniques exploit the richness of such data to reveal overall similarities and differences in detailed patterns of activities.
To encourage others to use HILDA’s calendar — which can appear overwhelming at first glance — the Stata code used to extract and manipulate the variables into continuous, individual‑level sequences over ten years is available on the Productivity Commission’s website, www.pc.gov.au. Instructions for implementing OMCA in Stata are included.
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