	
	



	
	



[bookmark: ChapterNumber][bookmark: ChapterTitle]4	Why might the prevalence of different forms of work have changed?
[bookmark: begin]The 2000s have been described as a ‘quiet’ decade for the Australian labour market:
[Labour market] [o]utcomes … were not sufficiently strong to excite great interest or attention, nor sufficiently weak to arouse major concern. No substantial increase in unemployment occurred, there were no big disputes about the appropriate theory for understanding labour market activity, and changes to labour market policy for the most part involved tinkering rather than rebuilding. In all these ways, the 2000s were very different to the decades that came before. (Borland 2011, p. 165)
As discussed in chapter 3, the 2000s were also a relatively quiet time for different forms of work (FOWs). But the relatively small change that did occur — a rise in the prevalence of permanent employees — reversed an earlier trend.
Notwithstanding this relative quiet, the labour market in the 2000s was not static. Employment grew more rapidly than in the preceding 20 years — a reflection of the strength of the economy over much of the decade — and the profile of net jobs created was quite different from the profile of employment in 2001. (Throughout this chapter, the term ‘jobs’ is used synonymously with employment.[footnoteRef:1]) [1: 	In practice, the number of jobs in the economy differs from the level of employment to the extent that people work in multiple jobs. Data presented in this report relate to ‘main job’ only, that is, the job in which a person works the most hours.] 

A range of institutional changes over the decade potentially affected the labour market, including the introduction of:
the Workplace Relations Amendment Act 2005 (Cwlth) and Fair Work Act 2009 (Cwlth)
transition‑to‑retirement arrangements (Superannuation Industry (Supervision) Amendment Regulations 2005)
measures to increase labour force participation, for example, changes in pension age eligibility and the right to request part‑time work for parents returning from parental leave
strategies to increase education levels, for example, the Our Universities — Backing Australia’s Future (2003–04 Commonwealth budget) and Education Revolution (2008‑09 Commonwealth budget) initiatives.
Results from quantitative analysis of possible links between changes in economic and labour market conditions and the prevalence of different FOWs are presented in this chapter. Possible effects of changes in institutional settings on the results are discussed where relevant.
A description of economic conditions and changes in the labour market over the decade to 2011 opens discussion (section 4.1). Drawing on the framework presented in chapter 2, hypotheses about how the prevalence of different FOWs might have changed given developments in the economy and labour market are advanced (section 4.2). The technique used to test those hypotheses is then described (section 4.3), and results from the analysis are presented (section 4.4). Possible explanations for observations from this research (section 4.5) and directions for future research (section 4.6) close the chapter.
4.1	Changes in the labour market over the 2000s
A strong economy and labour market
Reflecting the mining boom and strong terms of trade, the Australian economy grew more rapidly, on average, during the 2000s than in the preceding two decades (figure 4.1).
Although average annual growth in real gross domestic product was lower than during the 1990s, this measure of economic activity only captures changes in the volume of output produced in Australia. During the mid‑2000s and post the global financial crisis (GFC) (from late 2009 to late 2011), export prices rose substantially relative to import prices (that is, the terms of trade increased), meaning that, for any given volume of exports, the income earned by Australian producers, and the volume of imports that could be purchased, also rose. The real purchasing power of the Australian economy increased. This increase in the strength of the economy is captured in real gross domestic income, a measure that reflects gross domestic product adjusted for terms of trade changes (Zhang et al. 2006).
Growth as measured by changes in real gross domestic income was particularly strong between 2003 and 2008, fell substantially during the GFC, and rebounded in 2011.
[bookmark: OLE_LINK6]Figure 4.1	Growth in real gross domestic income, 1981‑82 to 2010‑11
	


Source: ABS (Australian System of National Accounts, Cat. no. 5204.0).
In addition to strong growth in real gross domestic income, the cost of labour to producers (real unit labour costs) fell across much of the decade (until 2009) (ABS 2012b).[footnoteRef:2],[footnoteRef:3] This supported annual average increases in employment substantially above the levels of the preceding two decades: [2: 	Unit labour costs capture the average labour cost to producers of producing a unit of output. They are defined as average labour costs divided by average labour productivity (ABS 2012b). ]  [3: 	Although real labour costs fell, real wages did not (Parham forthcoming). This outcome reflected more rapid growth in producer prices (used to calculate real unit labour costs) than consumer prices (used to calculate real wages).] 

The above-average growth of employment through most of the past decade was assisted by falling real unit labour costs, which boost the share of national income going to profits and thereby increase the profitability of expanding and employing more labour. (Mitchell 2012, p. 1)
Unemployment rates also fell markedly (figure 4.2).
Consistent with the trends in economic growth, business sentiment was positive for much of the decade, and was particularly strong between 2003 and 2008 (ACCI 2013; NAB 2013). Furthermore, the long spell of strong employment growth and low unemployment rates contributed to increases in labour scarcity. The availability of suitably qualified staff remained the first or second most binding constraint on business investment in quarterly surveys of firms between the middle of 2004 and early 2009 (ACCI, various dates). Another indicator of labour market strength — job vacancies — reached record levels during the decade, and the ratio of vacancies to employment increased sharply from the middle of 2003, and remained well above the average of the preceding two decades for the rest of the 2000s (ABS 2012h, 2013a).
[bookmark: OLE_LINK7]Figure 4.2	Employment growth and the unemployment rate, 1981 to 2011
	


Source: ABS (Labour Force, Australia, Detailed, Cat. no. 6291.0.55.001).
Overall, employment grew by 25 per cent, or 2.3 million people, between 2001 and 2011 (ABS 2012h).
The profile of net jobs added to the economy
Job growth by state
Due to the mining boom, the mining states (Queensland, Western Australia and the Northern Territory) accounted for a disproportionate share of the increase in employment. Accounting for about 30 per cent of Australian workers in 2001, these states were responsible for 40 per cent of the increase in employment over the decade to 2011 (figure 4.3).[footnoteRef:4] The relatively rapid employment growth in the mining states that drove this outcome occurred consistently across the decade (with the exception of 2009). [4: 	The term ‘states’ is used throughout as shorthand for states and territories.] 

[bookmark: OLE_LINK10]Figure 4.3	Shares of employment in 2001 and net job growth between 2001 and 2011, mining and non‑mining statesa
Per cent
	 
	


a The mining states are defined to include Queensland, Western Australia and the Northern Territory. Other states make up the non‑mining group.
Source: ABS (Labour Force, Australia, Cat. no. 6202.0).
Job growth by industry
The construction; professional, scientific and technical services; and health care and social assistance industries accounted for about one quarter of employment in 2001, but were the source of nearly half (46 per cent) of all net jobs created (figure 4.4). Manufacturing and retail, the two largest employers in 2001 (11.6 and 11.4 per cent of employment, respectively), contributed only 5 per cent to net jobs created. Retail accounted for 8.5 per cent of net jobs created, and manufacturing employment shrank by close to 8 per cent. Mining had an employment share of about 1 per cent in 2001 and was the source, directly, of 6 per cent of job growth. (Indirectly, the contribution of the mining sector to employment growth through other industries like construction, was higher again (Rayner and Bishop 2013). Employment fell in absolute terms in agriculture.


[bookmark: OLE_LINK8]Figure 4.4	Shares of employment in 2001 and net job growth between 2001 and 2011, by industrya
Per cent
	 
	


a The top three industries are defined as those that were the largest contributors to net job creation over the decade to 2011 — construction; professional, scientific and technical services; and health care and social assistance.
Source: ABS (Labour Force Australia, Detailed, Cat. no. 6291.0.55.003).
Job growth by occupation
Job growth also favoured the more skilled workers. Nearly half of the jobs added to the economy were in managerial or professional roles (occupational groups that accounted for about one third of 2001 employment) (figure 4.5).[footnoteRef:5] Lower‑skilled jobs in sales, machinery operator and driver, and labouring occupations accounted for less than 20 per cent of net job growth in contrast with nearly 30 per cent of employment in 2001. The relatively fast growth of higher‑skilled occupations occurred reasonably consistently across the decade. [5: 	In the data underlying the figure, an individual is assigned to an occupational category within the Australian and New Zealand Standard Classification of Occupations (ANZSCO) on the basis of the characteristics of his or her job, not his or her skills, per se. However, given the nature of the classification, the correlation between an individual’s skills and the occupation in which he or she works is likely to be strong. ANZSCO is a skill-based classification of occupations (ABS 2009), in which both the skill level and specialisation required to competently perform a job are taken into account in determining its location within the classification.] 

[bookmark: OLE_LINK9]Figure 4.5	Shares of employment in 2001 and net job growth between 2001 and 2011, by occupationa
Per cent
	
	


a Skill groups are defined to include Australian and New Zealand Standard Classification of Occupations (ANZSCO) categories as follows: higher skilled — managers and professionals; middle skilled — technicians and trade workers; community and personal services workers; and clerical and administrative workers; and lower skilled — sales workers; machinery operators and drivers; and labourers.
Source: ABS (Labour Force Australia, Detailed, Cat. no. 6291.0.55.003).
Job growth by gender and full‑ and part‑time hours worked
Net jobs created were more likely to be part time than was the case before 2001. Part‑time workers made up nearly 30 per cent of the workforce in 2001, but nearly 40 per cent of the net jobs added to the economy over the decade were performed by people who worked part time in 2011 (figure 4.6). Relatively fast growth of part‑time employment was much more a characteristic of non‑mining state labour markets.
Employment of females grew slightly more quickly than that of males. Accordingly, in 2011, females occupied 50 per cent of the jobs added to the economy, in contrast with an employment share in 2001 of about 45 per cent.
[bookmark: OLE_LINK11]Figure 4.6	Shares of employment in 2001 and net job growth between 2001 and 2011, by hours workeda
Per cent
	
	


a Part-time workers are defined as those who usually work less than 35 hours per week (ABS 2007b).
Source: ABS (Labour Force Australia, Detailed, Cat. no. 6291.0.55.001).
Job growth by workers’ age
Although workers aged 50 to 69 years made up just over 20 per cent of the workforce in 2001, half of the net jobs added to the economy were filled by people who were in this age cohort (figure 4.7). The share of workers aged 50 to 69 years in employment increased reasonably steadily from 21 to 27 per cent over the decade.
Relatively rapid employment growth among older workers partly reflected demographic change. The number of people aged 50 to 69 years grew roughly twice as quickly as the number aged 15 to 49 years. But labour force participation rates also rose more rapidly among Australians aged 50 to 69 years (up by about 9 percentage points to 62 per cent across the decade to 2011) (ABS 2012i). In contrast, participation rose much less among people aged 25 to 49 years (by about 2 percentage points to 83 per cent), and fell among people aged 15 to 24 years (by about 3 percentage points to 66 per cent). The latter outcome may have been a function of increases in education participation by younger Australians. Between 2001 and 2011, the share of people aged 15 to 19 years engaged in formal learning grew by 2 percentage points (to 79 per cent), and among people aged 20 to 24 years by 7 percentage points (to 41 per cent) (ABS 2012e).
Figure 4.7	Shares of employment in 2001 and net job growth between 2001 and 2011, by workers’ age cohort
Per cent
	
	


Source: ABS (Labour Force Australia, Detailed, Cat. no. 6291.0.55.001).
Other characteristics of net job growth
Public sector employee numbers grew more slowly than employment overall across the decade. As a consequence, although public sector employees accounted for about 16 per cent of employment in 2001, they accounted for about 11 per cent of jobs added to the economy over the decade (ABS 2012a, 2012f).
There is some evidence that smaller firms made a disproportionate contribution to job creation across the decade. Available data suggest that the proportion of employing businesses with fewer than 20 employees rose slightly between 2003‑04 and 2006‑07 and did not change much between that year and 2010‑11 (ABS 2007a, 2012d).
Finally, reflecting increases in migration over the decade to 2011, overseas born people were disproportionately represented in job creation, accounting for 40 per cent of net jobs added to the economy, significantly higher than their employment share in 2001 of 24 per cent (ABS 2012i).
4.2	Some hypotheses about the determinants of changes in the prevalence of different FOWs
In light of the framework presented in chapter 2, the data presented above support a range of hypotheses about how the prevalence of different FOWs might have changed between 2001 and 2011. (The following discussion assumes ‘other things equal’. That is, in discussion of each hypothesis, other potential explanations for observed prevalence changes are ignored.)
Positive business sentiment and reduced uncertainty about future economic conditions, particularly between 2003 and 2008, might have increased the likelihood of firms offering permanent employee roles. The strength of the economy meant that the probability of having to lay off workers, which would necessitate termination and redundancy payments, was lower.
Labour scarcity, reflected in the prolonged spell of low unemployment and relatively high job vacancies, might have raised the probability of firms offering permanent employee roles (and, conversely, decreased the likelihood that they hired workers on a casual basis):
with the expectation that employees would have to give notice — avoiding the costs of:
reduced production (or overtime for existing staff) associated with hard‑to‑fill vacancies
induction of new hires (because departing employees could do a ‘handover’, potentially reducing the time taken for new hires to become fully productive)
to increase the horizon over which they could recoup the higher costs of hiring in a strong labour market.
From the perspective of workers, more buoyant economic conditions might have made some non-permanent employee roles, for example self‑employment, more attractive. For example, the risks of business failure were possibly lower and the chances of finding employment in the case of failure higher. Conversely, to the extent that self‑employment provides an alternative to unemployment during periods of slower economic growth, as economic conditions improved, the prevalence of self‑employment would have been expected to fall. The relative weights and hence net impact of these two effects are difficult to ascertain.
Changes in the industry mix of employment (that is, structural change) would tend to increase (decrease) the prevalence of FOWs that were more prevalent in fast (slow) growing industries.
For example:
relatively rapid net job creation in health care and social assistance — an industry in which permanent employees are relatively concentrated (table F.2), would have increased the prevalence of permanent employees
relatively slow employment growth in industries in which consumer demand, and therefore, labour demand, is less predictable or regular (for example, retail), would have led to a decline in the prevalence of casual employment
relatively fast growth in employment in industries with irregular labour demand, or which are characterised by a lot of project work and where workers often provide their own equipment (for example, construction), would have likely increased the prevalence of contractors
the decline in employment in agriculture, an industry in which the self‑employed are relatively concentrated, would have led to a decline in the prevalence of self‑employment.
That said, although each FOW tends to be concentrated in particular industries (for example, casuals are relatively concentrated in retail and accommodation (table F.2)), each FOW appears in all industries. It is, therefore, difficult to determine, a priori, how structural change might have affected the overall prevalence of any FOW. The empirical analysis presented in section 4.4 provides some insight into this question.
In a similar vein to industries, changes in the distribution of employment between the public and privates sectors would alter the prevalence of FOWs that were relatively concentrated in each sector. As permanent employees tend to be relatively concentrated in the public sector, relatively slow employment growth in this sector would have contributed to a decline in the prevalence of this FOW.
Relatively fast growth of higher‑skilled occupations (for example, due to technical change), could have led to an increase in the prevalence of permanent employees as firms sought to recoup the higher hiring and training costs associated with higher skilled positions. Conversely, FOWs that are more commonly used for roles with lower recruitment and training costs (for example, casuals), might have been expected to decline in prevalence as employment in lower‑skilled occupations grew relatively slowly.
Relatively fast growth of part‑time employment might have been due to people seeking to balance work and family commitments. To the extent that these workers were looking for predictable hours, an increase in the prevalence of part‑time permanent employees might have been expected. Alternatively, if suitable part‑time permanent hours were not available, or flexibility in working hours to accommodate caring responsibilities was more important to workers, an increase in the prevalence of FOWs including casual arrangements and self‑employment might have been expected. The stronger correlation between part‑time employment and both casual roles and self‑employment (table H.2) suggests that the latter outcome would be more likely.
The increasing prevalence of older workers might have been associated with a larger pool of workers employed in more flexible FOWs, including casual, self‑employment, or part‑time permanent employee roles, as part of a transition‑to‑retirement strategy. However, evidence suggests that older casual and self‑employed workers are more likely than older permanent employees to report that their current job is part of a transition‑to‑retirement strategy (Buddelmeyer et al. 2006). These authors conclude that ‘[c]learly, both casual and self-employment lend themselves much more to being used as a vehicle for transiting gradually into retirement’ (p. 75). It might, therefore, be expected that these FOWs would have been more likely to increase in prevalence, compared with part‑time permanent employees, due to the relatively rapid employment growth of older workers.
Also, as older workers are relatively concentrated in self‑employment (table I.2), this FOW might have been expected to increase in prevalence with the ageing of the workforce.
If the employment share of smaller firms increased, it may have been expected to have led to an increase in the prevalence of casual, labour hire and independent contractor employment if these FOWs were associated with lower costs of administering employment arrangements.
It is difficult to hypothesise about the potential effects on FOWs from the disproportionate contribution of immigrants to net job creation. Although there is evidence that recently arrived immigrants in 2001 were more likely than the Australian‑born population to be in casual employment, and less likely to work as permanent employees or OMUEs (box A.1), it is not clear that this would have been the case for immigrants in the decade to 2011. The share of permanent migrants entering Australia under the skilled migration program increased markedly over the decade, and there was relatively rapid growth in temporary entry under business long stay (subclass 457) visas (DIAC 2012). A priori, the impacts of immigration on FOWs are difficult to predict.
Possible effects of economic conditions and the characteristics of net job creation on the prevalence of different FOWs are summarised in table 4.1.
[bookmark: OLE_LINK3][bookmark: OLE_LINK12]Table 4.1	Summary — possible effects of economic growth and the characteristics of net jobs created on FOWs
	
	Permanent employees
	Casual employees
	Self‑employed

	Strong economy and labour market
	
	
	

	Change in the industry mix of employment, for example:
	
	
	

	  relatively rapid job creation in health care and social
  assistance
	
	
	

	  relatively slow net job creation in retail
	
	
	

	  relatively rapid net job creation in construction
	
	
	

	  a fall in employment in agriculture
	
	
	

	Relatively rapid private sector job growth
	
	
	

	Increase in the skill profile of employment
	
	
	

	Relatively rapid part‑time employment growtha
	
	
	

	Increase in the employment share of older workersa
	
	
	

	Increase in the proportion of small employing businesses
	
	
	

	Relatively large representation of immigrants in job growth
	
	
	


a As discussed in the preceding text, increases in the prevalence of casual work and self‑employment were identified as the most likely outcomes of these characteristics of net job creation. If these outcomes did occur, the prevalence of permanent employees would fall.
4.3	Decomposing changes in each form of work
Ideally, analysis of possible explanations for changes in the prevalence of different FOWs would use multivariate techniques, which would allow for the potential effects of one factor to be tested while taking others into account. Unfortunately, the available data did not support this approach.[footnoteRef:6] [6: 	For example, data on permanent employees were available only on an annual basis — providing ten observations over the decade at a national level. Data on industry and occupation were available on a consistent basis for this FOW only until 2009, reducing the potential time series to eight observations. Even if the national data were disaggregated by state, the smaller jurisdictions would have had to have been aggregated — leading at most to a panel dataset with 40 observations.] 

Instead, shift–share analysis was adopted. This technique has the advantage that it permits assessment of the extent that the characteristics of net job creation, and associated changes in the profile of employment, contributed to changes in the prevalence different FOWs. On the other hand, it has the disadvantage that only one or two possible correlates of change in a FOW can be assessed at a time. Possible relationships between multiple correlates, and the relative contributions of different correlates to an outcome, cannot be tested. Although results from the shift–share analysis may be consistent with hypotheses about why prevalence changes occurred, they cannot be used to draw definitive conclusions. The results also provide an indication of the types of variables that might be included if multivariate hypothesis testing could be done.
Using the shift‑share technique, changes in the number of people employed under each FOW are decomposed into three components:
A growth effect — which measures the extent to which employment in a FOW would have increased if job growth across the economy had simply replicated the profile of employment in 2001. If this had been the case, each FOW would simply have grown in step with employment overall, and its prevalence would not have changed.
A share effect — which captures the effect of changes in the profile of employment driven by the characteristics of net job creation. This component reflects the extent to which employment in a FOW changed because a dimension of employment with which it was associated (for example, a particular industry or occupation) grew relatively quickly or slowly.
A shift effect — which reveals how much of the change in a FOW occurred because it grew more rapidly or slowly than other FOWs within, for example, states, industries or occupations. Growth of this type would reflect broadly-based influences on employment, for example, the effects of changes in institutional settings, technological change or greater competition for labour during periods of rapid economic growth.
A more technical description of this analytical tool is presented in appendix D.
Reflecting the distinctive patterns in job creation over the decade to 2011, shift–share decompositions were undertaken for changes in FOWs by state, industry, occupation, age group and full‑ or part‑time status (the latter by gender because women are much more likely to work part‑time).
Analyses were not conducted by public and private sector employment, firm size or by workers’ country of birth. The relative concentration of permanent employees in the public sector, in tandem with disproportionately rapid job creation in the private sector, suggests that changes in the structure of employment of this type would not have been a factor in the increased prevalence of permanent employees.
In terms of firm size, evidence suggests that permanent employees are relatively more prevalent in larger firms (van Wanrooy et al. 2008). Evidence that smaller firms increased as a share of Australian business over the decade, therefore, leads to a tentative conclusion that an explanation for the increased prevalence of permanent employees does not lie in changes in employment by firm size.
In terms of immigrants, if recent arrivals were more likely than Australian‑born workers to be employed in casual roles, and less likely to work as permanent employees or as owner‑managers of unincorporated enterprises (box A.1), the over‑representation of the overseas born in net job creation might have been expected to result in prevalence changes for casual and permanent employees different from those observed in chapter 3. However, the likely distribution of recent immigrants by FOW is unclear, particularly because of an increased emphasis on immigrants’ skills in the migration program over the 2000s. Further research could look more closely at possible links between immigration and changes in the prevalence of FOWs.
FOWs included in the analysis
Decompositions were performed for four FOWs — permanent employees, casual employees, owner‑managers of incorporated enterprises (OMIEs) and OMUEs.[footnoteRef:7] The latter two categories capture the self‑employed. Fixed‑term and labour hire employment, independent contracting and other business operators were not separately analysed due to data constraints. Results for OMIEs are not discussed because the prevalence changes recorded for this FOW (and estimated share and shift effects) were very small. [7: 	As discussed in chapter 3, insights for permanent and casual employees are drawn from data for employees with and without leave entitlements, respectively.] 

A focus on the ‘mining states’
Preliminary analysis revealed that Queensland and Western Australia played a disproportionately large role in the increased prevalence of permanent employees. Along with the Northern Territory, job creation in these states differed from the experience of others in a number of ways. For example, service industries, white collar occupations[footnoteRef:8] and older workers (aged 50 years and over) were smaller contributors to employment change relative to the non‑mining states’ experience (appendices E and H). As a result, where possible, the analysis was conducted separately for the ‘mining’ states (Queensland, Western Australia and the Northern Territory) and the ‘non‑mining’ states (rest of the country). [8: 	White collar occupations are defined to include the Australian and New Zealand Standard Classification of Occupations (ANZSCO) categories of: managers; professionals; community and personal services workers; clerical and administrative workers; and sales workers.] 

The predominance of Queensland and Western Australia in mining state employment (96 per cent in 2001), and New South Wales and Victoria in the non‑mining states (83 per cent), means that these labour markets drive conclusions for the two state groupings.
Data caveats
None of the data sources available for the shift–share analysis was ideal and, therefore, a number of sources were used (appendix A). Reported conclusions draw on the multiple sources, and take the strengths and weaknesses of each into account. In many instances, data limitations constrained the quantitative conclusions that could be drawn, but did, however, support qualitative conclusions.
4.4	The evidence on factors that effect changes in the prevalence of FOWs
At a state level
Over the decade to 2011, employment in the mining states grew much more rapidly than in the rest of the country (35 per cent versus 20 per cent) (table E.1), but the fact that net job creation occurred disproportionately in the mining states played little role in FOW prevalence changes. That is, share effects in the state‑level analysis were small (tables E.5 to E.8). The changes observed in the prevalence of different FOWs reflected factors at work within states (shift effects).
In every state, permanent employee numbers grew more rapidly than employment overall. Nationwide, about 350 000 more permanent employee roles were created than would have been the case had this FOW grown in line with national employment (table E.5). Mining states were responsible for a disproportionately large share of this increase (63 per cent, in contrast with a 28 per cent share of permanent employees in 2001) (table E.5). New South Wales and Victoria (with a share of permanent employees in 2001 of 61 per cent) accounted for less than a quarter (23 per cent) of this increase. The shift towards permanent employees, therefore, represented a much larger change in mining state labour markets — the prevalence of permanent employees increased by 5 to 6 percentage points, compared with about 2 percentage points for the rest of the country.[footnoteRef:9],[footnoteRef:10] [9: 	Over the period to 2010, the mining states accounted for 80 to 85 per cent of the increased prevalence of permanent employees. The fall in their share in 2011 reflected an unusually rapid increase in permanent employees in the non‑mining states between 2010 and 2011. The possibility that this was an artefact of the data (and not a reflection of what actually happened) cannot be dismissed (appendix E). Over the period 2001 to 2010, the increase in permanent employees translated into a prevalence gain of only about 0.5 percentage points in the non‑mining states.]  [10: 	In New South Wales and Victoria, the increases to 2011 were 1 and 1.7 percentage points, respectively. The data point to faster increases in South Australia, Tasmania and the Australian Capital Territory (3.1, 5.3 and 4.9 percentage points, respectively). However, the relatively small size of these states means that these estimates have larger standard errors and are considered less reliable.] 

Much of the relatively rapid growth of permanent employee numbers in the mining states occurred between 2001 and 2008 (figure E.1). In contrast, there was not a lot of difference between permanent employee and total employment growth in the non‑mining states until the very end of the decade.[footnoteRef:11] [11: 	As noted in footnote 28, the validity of this apparent change on the trend is questionable.] 

Although the prevalence of OMUE employment fell in every state across the decade, the decline was relatively pronounced in the mining states. About one third of OMUEs worked in the mining states in 2001, but these states accounted for nearly 50 per cent of the shift away from this FOW. Consequently, the prevalence of OMUEs fell by 4 to 5 percentage points within the mining states, but only 1 to 2 percentage points in the rest of the country.
The increased prevalence of permanent employees in the mining states reflected relatively slow growth of both OMUE and casual employment (figure 4.8). In the non‑mining states, the shift was more from OMUEs to permanent employees and, perhaps, slightly to casuals.[footnoteRef:12] [12: 	The positive shift effect for casuals in non‑mining states was primarily a function of factors at play in the New South Wales labour market, although across much of the decade, a similar positive, albeit smaller, effect was apparent in Victoria. These conclusions are tentative. Data from an alternative source suggest that the prevalence of casuals fell slightly in the non‑mining states over the decade. It is unclear why the two sources suggest different conclusions, but an error in the alternative source is one possibility. The alternative estimates, and possible explanations for differences between the two sources, are presented in appendix E.] 

These observations are consistent with a hypothesis that relatively buoyant economic conditions in the mining state labour markets, high business confidence and low levels of unemployment, led employers to take on more permanent employees. However, it is possible that other factors at play within the state groups, for example structural change, were responsible for observed prevalence changes. To test this, shift–share analyses of FOW changes by industry, occupation and workers’ gender, age and hours worked were conducted for mining and non‑mining states separately.
[bookmark: OLE_LINK13]Figure 4.8	Shift effects from the state‑level analysis, 2001 to 2011, mining and non-mining states
	


Source: Authors’ estimates based on ABS (Australian Labour Market Statistics, Cat. no. 6105.0).
At an industry level
Characteristics of net job change by industry (that is, structural change at an industry level) did not have a major effect on the prevalence of permanent employees or OMUEs in either the mining or non‑mining states (appendix F).[footnoteRef:13] Although some industries in which permanent employees and OMUEs were relatively concentrated grew more slowly than others, contributing to falls in the number of people in these FOWs, others grew relatively quickly, offsetting these declines. For example, in both the mining and non‑mining states, the declining share of agriculture, forestry and fishing in employment (a sector of relatively high OMUE employment) contributed to falls in this FOW (tables F.11 and F.12). Ignoring changes in other parts of the economy, this structural change was responsible for about 30 per cent of the decline in the prevalence of OMUEs in mining states, and 55 per cent in the rest of the country. However, the impact of this structural change was offset by the effects of growth in other industries — in particular, construction (also a large employer of OMUEs). Overall, structural change (reflected in share effects), was a relatively small contributor to changes in the prevalence of both OMUEs and permanent employees. [13: 	Analysis in this section mainly focuses on permanent employees and OMUEs because these were the FOWs for which the largest changes were recorded, and because of concerns about the data underlying results for casual employees in the non‑mining states.] 

For both mining and non‑mining states, relatively slow growth of OMUE employment within industries (that is, shift effects) was the major contributor to changes in the prevalence of this FOW. Although shifts were apparent in all industries (except producer services in the non-mining states), they were disproportionately strong in construction, retail and transport, postal and warehousing.
Within the mining states, these shifts away from OMUE employment within industries were coupled with increased numbers of permanent employees in all of these industries. In the non‑mining states, a shift away from OMUE employment in construction was coupled with relatively fast growth in permanent employee numbers. However, in the case of retail and transport the evidence suggests a shift into casual employment.
These results support a hypothesis that the decline in the prevalence of OMUEs reflected lower rates of small business formation, or increased exits from this FOW, not the effects of structural change at an industry level. In other words, on their own, the results suggest that workers became less likely to establish unincorporated enterprises (at least as their main source of employment), and more likely to work for someone else, over the decade. Possible reasons for this are discussed in section 4.5.
At an occupation level
Share effects emerged as a more important explanation of prevalence changes in decompositions of growth in FOWs by occupation. Permanent employees are more prevalent in higher‑skilled occupations, with casuals more prevalent in lower‑skilled occupations (table G.2). Relatively fast growth in higher‑skilled jobs across the decade, therefore, translated into increases in the prevalence of permanent employees. Conversely, slower growth in lower‑skilled jobs was associated with declines in the prevalence of casual employment.
In the mining states, these effects accounted for about half of the relatively slow growth of casual employment. Relatively fast growth of permanent employees within occupations (coupled with relatively slow growth of OMUEs), however, remained the more important factor in changes in the prevalence of permanent employees. (That is, shift effects were a more important source of prevalence changes.) Relatively large shifts of this type were recorded for professionals and tradespersons.
In the non‑mining states, although slower growth of lower‑skilled occupations acted to reduce the prevalence of casual employment, the evidence suggests that this (share) effect was offset somewhat by a shift towards casual workers (primarily driven by activity in the New South Wales labour market).[footnoteRef:14],[footnoteRef:15] [14: 	Refer to previous footnote.]  [15: 	Data concerns preclude a conclusion about the relative contributions of share and shift effects at an occupation level to changes in the prevalence of permanent employees in the non‑mining states.] 

Share effects played little role in changes in the prevalence of OMUEs within mining states. However, contraction of employment in the occupation farmers and farm managers in the non‑mining states (down by 29 per cent), meant that share effects accounted for about 45 per cent of the change in the prevalence of OMUE employment in these states between 2001 and 2011.
At a gender and full‑time, part‑time hours level
In the mining states, full- and part‑time employment grew at close to the same rate in the decade to 2011, as did male and female employment. In the non‑mining states, part‑time work grew much more rapidly than full‑time employment (38 versus 12 per cent), and female employment grew more rapidly than male employment (23 versus 16 per cent) (appendix H). The observation that net job creation was disproportionately part‑time and female at a national level (section 4.1), therefore, reflects the experiences of the non‑mining states.
Because full‑ and part‑time, as well as male and female, employment grew at similar rates in the mining states across the decade, share effects for each FOW were very small for this group of states (tables H.3 to H.6). In contrast, in the non‑mining states, because permanent employees were much more likely to work full‑time and casuals part‑time (table H.2), the differential rates of growth in full‑time and part‑time work, other things equal, would have been associated with a decline in the prevalence of permanent employees and an increase in that of casuals. Particularly strong shift effects meant that these outcomes were not observed. Although OMUEs were more likely to work full‑time, part‑time employment was sufficiently common that relatively fast growth in part‑time employment in the non‑mining states did not have an effect on the prevalence of OMUEs. Again, shift effects were the key.
In summary, shift effects were responsible for the prevalence changes recorded for permanent employees and OMUEs within both mining and non‑mining states when changes in FOWs were decomposed by workers’ gender and full‑ or part‑time work status.
In the case of permanent employees, shift effects were positive for all groups of workers (that is, male and female full‑ and part‑time workers in mining and non‑mining states) (table H.3). Relatively rapid growth of permanent employees, however, was particularly strong among part‑time workers (especially women), and was mirrored in relatively slow growth of casual employment among part‑time workers (table H.4). As a result, the likelihood that a part‑time worker was a permanent employee increased over the decade. Overall, part‑time workers accounted for 32 per cent of the net increase in permanent employee roles, in contrast with an employment share in this FOW of about 14 per cent in 2001.
In contrast, shifts away from OMUE employment occurred disproportionately among full‑time workers (and were reflected in shifts towards permanent employee roles within this group) (table H.6). Nationally, the data suggest a very small increase in the prevalence of OMUE employment among part‑time workers. This is consistent with a theory that part‑time workers seeking flexibility might opt for self‑employment (but it was a very small change).
The hypothesis advanced in section 4.2 — that relatively fast growth in part‑time employment would most likely have been associated with an increased prevalence of casuals — is not borne out by the analysis. Instead, the alternative hypothesis that workers primarily looked to balance work and family commitments via part‑time permanent employee roles, and that this was facilitated by employers, is supported. Possible explanations for the relatively strong increase in the prevalence of part‑time permanent employees are discussed in section 4.5.
At an age cohort level
As discussed above, relatively rapid employment growth among people aged 50 to 69 years might have been expected to translate into an increased prevalence of self‑employment and casual work. The fact that this did not occur reflects the impact of relatively rapid employment growth among permanent employees in both the mining and non‑mining states (appendix I). This phenomenon was observed among all age cohorts (with the exception of workers aged 15 to 24 years in the non‑mining states), but was particularly strong among older workers. For example, nationally, workers aged 50 to 69 years accounted for 41 per cent of the shift effect for permanent employees, in contrast to an employment share in 2001 of 19 per cent. In other words, as older Australians increasingly remained at work, rather than retiring, they were increasingly likely to do so in permanent employee roles and were less likely to be self‑employed — contrary to the hypothesis advanced in section 4.2.
Relatively slow growth in OMUE employment across age cohorts might have been due to either (or both) a decline in the rate at which workers entered self‑employment, or an increase in the rate at which they exited that FOW. Atalay et al. (2013) analyse entry and exit rates and conclude that ‘it appears to be the case that entry to, rather than exit from, self‑employment has decreased, especially for older people’ (p. 10).
Although the increase in permanent employee roles was relatively rapid among part‑time workers, and among workers aged 50 to 69 years, part‑time roles accounted for only about 40 per cent of the shift effect for older workers (appendix I). In other words, it was not the case that the majority of the shift towards permanent employees was accounted for by older workers employed on a part‑time basis in 2011.
These indicate that older workers became increasingly likely to be employed in permanent employee roles over the decade. Possible explanations for this conclusion are discussed below.
Summary of the shift–share results
This summary, and the subsequent discussion, focus on permanent employees and OMUEs as these were the FOWs that displayed marked prevalence changes.
In the state‑level analysis, the increased prevalence of permanent employees and the decline in the share of OMUEs in employment between 2001 and 2011 were due entirely to factors at work within states (shift effects). The mining states accounted for a disproportionate share of these shift effects and, as a result, prevalence changes were much more pronounced within this state grouping (table 4.2).[footnoteRef:16] [16: 	Slightly different prevalence estimates for the two state groupings were obtained from an alternative data source. These are presented and discussed in appendix E.] 

[bookmark: OLE_LINK14]Table 4.2	Changes in the prevalence of different FOWs over the decade to 2011, by state grouping
Percentage points
	
	Permanent employees
	Casuals
	OMIEs
	OMUEs

	Mining
	6.0
	-1.5
	0.2
	-4.7

	Non-mining
	1.7
	0.5
	0.1
	-2.4

	Australia
	3.0
	–
	0.1
	-3.0


– Nil
Source: Authors’ estimates based on ABS (Australian Labour Market Statistics, Cat. no. 6105.0).
The fact that relatively large prevalence changes occurred in the mining states suggests that state‑level factors, and not national‑level changes, were the primary contributor to changing employment shares of different FOWs.
Structural change at an industry level (share effects) explained little of the changes in the prevalence of permanent and OMUE employment within either mining or non‑mining states; shift effects were key, indicating that prevalence changes did not have an industry‑specific source (table 4.3). Increases in the prevalence of permanent employees occurred in all industries in the mining states, and in most industries in the non-mining states. Similarly, OMUEs became less prevalent in all industries (except producer services in the non‑mining states), but particularly in construction, retail and transport, postal and warehousing. Across the decade, the likelihood that a worker was an employee, and not in self‑employment, increased.
[bookmark: OLE_LINK15]Table 4.3	Indicators of contributions of shift effects to the increased prevalence of permanent employees and decreased prevalence of OMUEs over the decade to 2011a, b
Per cent
	
	Permanent employees
	OMUEs

	State‑level analysis
	100
	100

	Industry‑level analysis
	
	

	  Mining states
	99
	78

	  Non-mining states
	88
	78

	Occupation‑level analysis
	
	

	  Mining states
	79
	89

	  Non-mining states
	36
	55

	Full- and part-time employment by gender analysis
	
	

	  Mining states
	100
	97

	  Non-mining states
	100
	98

	Age cohort analysis
	
	

	  Mining states
	100
	100

	  Non-mining states
	100
	100


a Share effects account for the remaining percentage of prevalence changes.  b Confidence intervals cannot be attached to these indicators. That said, results from different time points and datasets support these indicators, with the exception of the figure presented for permanent employees from the occupation level analysis for the non‑mining states.
Sources: Appendices E through I.
Changes in the profile of employment at an occupation level (share effects) played a more important role in observed prevalence changes. Relatively rapid employment growth in higher‑skilled occupations — jobs in which permanent employees are concentrated — contributed to prevalence increases for this FOW. In the non‑mining states, declines in employment of farmers and farm managers meant that changes in the profile of employment at an occupation level (share effects) accounted for about one half of the change in the prevalence of OMUEs. In the mining states, however, shift effects remained the major factor in prevalence changes for both permanent employees and OMUEs.
Since the majority of permanent employees work on a full‑time basis, and the majority of casuals work on a part‑time basis, relatively rapid growth in part‑time work over the decade to 2011 might have been expected to have been associated with a fall in the prevalence of permanent employees. Relatively rapid growth of employment in permanent employee roles among both full‑ and part‑time workers (shift effects), however, explain why this outcome did not emerge. The shift towards permanent employee roles was particularly strong among part‑time workers (especially women). In contrast, shifts away from OMUE employment occurred primarily among full‑time workers. The results might suggest that workers seeking to balance work and family commitments were increasingly likely to do so in part‑time permanent employee roles.
The large contribution of older workers (aged 50 to 69 years) to net job creation over the decade to 2011 might have been expected to result in an increase in the prevalence of OMUEs, because older workers are relatively concentrated in this FOW. Instead, relatively slow growth of OMUE employment among workers of all ages (shift effects) meant that this expected prevalence increase did not occur. The shift away from OMUE employment was particularly pronounced among workers aged 50 to 69 years. It is possible that older workers transitioning to retirement became increasingly likely to do so as permanent employees.
Overall, explanations for changes in the prevalence of permanent employees and OMUEs over the decade to 2011 lie in potential causes of the observed shift effects, not in the characteristics of net job creation (that is, in share effects).
4.5	What could explain the observed shift effects?
The fact that increases in the prevalence of permanent employees and declines for OMUEs were much larger in the mining states suggests that changes at a national level (for example, in tax settings, business regulation and superannuation rules) were not the main driver of observed prevalence changes. Measures to support part‑time permanent work for parents returning from parental leave, however, might have played some role in the increased prevalence of permanent employees nationally.
Across both full‑and part‑time workers, the increased prevalence of permanent employees, in the mining states in particular, is consistent with relatively buoyant economic conditions, low rates of unemployment and higher business confidence. The mining states recorded considerably stronger economic growth and labour market strength than the non‑mining states during the decade to 2011 (table 4.4). Unemployment, for example, was higher in the mining states in 2001, but fell more markedly, reaching a low in 2008, before ending the decade at about the same level as that recorded in the non‑mining states. Employers may have used permanent employment as a strategy to reduce the costs associated with turnover (for example, recruitment and induction) in a tight labour market.
Falls in the prevalence of casuals and OMUEs during the middle years of the decade, when increases in the prevalence of permanent employees were most rapid (figures 3.2, 3.3 and 3.5), fit with this hypothesis.
[bookmark: OLE_LINK16]Table 4.4	Relative economic strength of the mining states
Per cent
	
	Real state gross  
domestic product  
2001 to 2011a
	Employment growth  
2001 to 2011a
	
	[bookmark: _GoBack]Unemployment rateb

	
	
	
	
	2001
	2008
	2011

	Mining states
	6.7
	3.1
	
	7.8
	3.5
	5.0

	Non-mining states
	3.3
	1.9
	
	6.3
	4.6
	5.1


a Average growth per annum.  b Annual average monthly unemployment rate.
Sources: ABS (Australian National Accounts: State Accounts 2011–12, Cat. no. 5220.0; and Labour Force, Australia, Detailed, Cat. no. 6291.0.55.001).
Turning to OMUEs, beyond the effect of declines in farmer and farm manager numbers in the non‑mining states, it is not clear why the prevalence of this FOW fell. If the decline was due to fewer people entering this FOW and not to an increase in the number leaving (Atalay et al. 2013), it suggests that workers increasingly viewed OMUE employment as less attractive than other FOWs. Perhaps workers who otherwise might have entered self‑employment if labour market conditions had been weaker obtained employee roles instead as unemployment rates fell.
The enactment of the Alienation of Personal Services Income Act 2000 (Cwlth) might have reduced the attractiveness of self‑employment to some workers. If that had been the case, however, relatively slow growth of OMUE employment should have occurred more evenly across the labour market. Instead, shift effects for OMUEs varied between industries, full‑and part‑time workers and different age cohorts, indicating that this national‑level change was not a major factor in the decline in the prevalence of OMUEs. (A similar argument could be applied to the potential effects of national‑level changes in regulation relevant to small business ownership.)
The Australian Industrial Relations Commission reached a determination in August 2005 that workers returning from parental leave could request part‑time work until their children reached school age, and published a model award clause consistent with its decision (AIRC 2005). Employers were only permitted to refuse a request on ‘reasonable grounds’. Evidence on the number of awards (and then agreements) modified as a result of this determination, and the number of people who then requested part‑time hours, has not been located. That said, according to the Australian Government (2008), 43 per cent of federal collective agreements in 2008 included provisions for flexible working arrangements related to hours of work. The right to ask for flexible work arrangements, including reduced hours of work, was extended to all permanent employees and long‑term casuals with young children with the introduction of the National Employment Standards (FWO 2012b). This standard, however, only took effect from 1 January 2010.
These changes are likely to have made it easier for workers (particularly women) to return to work on a part‑time permanent basis with their pre‑parental leave employer rather than, perhaps, resigning and working part‑time in casual or self‑employment.
It is also possible, however, that, in seeking to attract and retain employees in a strong labour market, employers increasingly offered permanent part‑time arrangements to employees (including, but not only, parents with young children). The Western Australian government, for example, has advocated the use of flexible work arrangements to address labour shortages (WADOC 2010, p. 1):
Long term business success … depends on putting strategies in place to ensure a reliable source of employees going into the future … workplace flexibility can be a valuable tool for attracting and retaining employees — particularly women, those with family responsibilities, and mature age workers.
Relatively fast growth in part‑time permanent roles among workers aged 50 to 69, for example, is consistent with this hypothesis. This growth also indicates that part‑time work provisions for parents with young children are only one possible explanation for the relatively fast growth of part‑time permanent roles overall. On this point, although transition‑to‑retirement arrangements introduced in 2005 might have given older workers an incentive to move to part‑time employment, those arrangements are applicable to both employees and the self‑employed. They should not have disproportionately affected workers’ preferences between different FOWs.
Finally, businesses might have been more accommodating of employee requests for part‑time work, and perhaps sought reductions in hours, during the GFC. However, the relatively rapid growth of part‑time permanent employee roles was occurring well before the GFC, and most of the increased prevalence of permanent employees occurred prior to the onset of the GFC.
Overall, the extent to which the particularly rapid growth of permanent roles among part‑time workers reflected increased use of part‑time work provisions by parents with young children, employers’ hiring strategies or other factors, is unclear.
Looking at older workers more generally, the drivers of the disproportionately rapid growth in permanent employee roles (and slow growth of self‑employment) among this cohort are unclear. The effect was apparent among both men and women, and for full‑ and part‑time workers. Although the GFC, and resulting fall in superannuation balances, probably led to delayed retirement and/or reduced hours among some older workers, it is not clear why this phenomenon would have affected permanent employees more, for example, than the self‑employed. Similarly, increases in the pension age for women might have encouraged greater workforce participation among older women, but it is unclear why this would have affected FOWs in different ways. Atalay et al. (2013) hypothesised that the introduction of the Age Discrimination Act 2004 (Cwlth) could have played a role on the grounds that older workers experiencing discrimination might have entered self‑employment. However, as Atalay et al. (2013) noted, the decline in the prevalence of older workers in self‑employment pre‑dated the introduction of the Act.
4.6	Some directions for future research
Longitudinal analysis could be used to further investigate the characteristics of people who enter and exit permanent employee and OMUE roles. In the case of OMUEs, the Longitudinal Labour Force confidentialised unit record file (ABS 2013b) could be used to look at why the prevalence of OMUEs varies seasonally (appendix A).
The feasibility of assessing the contribution of immigration to changes in the prevalence of different FOWs could be explored. It is unclear whether data that would support research of this type are available. 
The puzzling finding reached by Watson (2005) that the wage premium earned by part‑time casuals relative to part‑time permanent employees was markedly lower than the casual loadings then in force in awards and agreements (chapter 2) also merits investigation using more recent data.
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