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Abstract
This paper provides evidence on changes in the labour force status of 
Indigenous and other Australians since the mid-1990s, a period of strong 
macroeconomic growth. The paper expands the standard definitions of labour 
supply to consider marginally attached workers—people who want to work 
but who are not currently looking for work. The results suggest that a period 
of strong demand for labour and improvements in Indigenous education 
levels are important factors in the strong increases in Indigenous employment 
rates. However, future progress in increasing Indigenous employment and 
narrowing the employment gap is likely to require that labour supply issues 
that discourage people from looking for work—including labour market 
discrimination and the ongoing high level of Indigenous interaction with the 
criminal justice system—are addressed. 
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Introduction

There has been a concerted effort by successive 
Commonwealth, State and Territory governments 

over several decades to increase the employment rates 
of Indigenous Australians. Both demand and supply side 
policies have been used. 

Perhaps the majority of policies have operated on the 
supply side and include raising the human capital of the 
Indigenous population through education and training, and 
increasing use of participation requirements as eligibility 
criteria for receipt of a range of government benefits. While 
demand-side policies have been less common, policies that 
have been used include wage subsidies to reduce the costs 
of employing Indigenous people relative to other workers, 
imposing Indigenous employment quotas as a condition of 
government granting approval for a project to proceed or 
the awarding of government contracts to organisations with 
substantial number of Indigenous employees, and public 
sector employment programs. 

While Indigenous employment rates are much lower than 
the non-Indigenous employment rates, a period of strong 
economic growth combined with these policies have 
resulted in the non-Community Development Employment 
Projects (CDEP) employment rate increasing substantially 
since the mid 1990s. The non-CDEP employment rate of 
Indigenous males increased from 38 per cent to 59 per 
cent between 1994 and 2008, and the employment rate of 
Indigenous females increased from 25 per cent to 43 per 
cent (Gray & Hunter 2011).

An important factor underlying the relatively low 
employment rate of Indigenous Australians is a low labour 
force participation rate. Thus, a key policy question 
relates to the extent to which the low employment rates of 
Indigenous Australians are related to not wanting to be in 
paid employment, and if they want employment whether 
they are actively looking for work. It is also important, 
given the strong employment growth since the mid 1990s, 
to understand the extent to which this has changed. This 
paper explores these issues using data on Indigenous 
labour force participation collected in 1994 and 2008. 
The determinants of labour force status are estimated for 
Indigenous Australians and compared to determinants 
of labour force status for the Australian population 
more generally.

A focus of the paper is people who are not employed, say 
they would like a job but are not actively looking for work 
and therefore are not classified as being unemployed. 
This group, the marginally attached, are a much higher 
proportion of the Indigenous population than they are for 
the general Australian population.

The next section presents a detailed descriptive analysis 
of Indigenous attachment to the labour force. The data 
and method used are then introduced, followed by the 
regression analysis. The role of discrimination in keeping 
Indigenous people marginally attached is reflected upon in 
the penultimate section. The concluding comments reflect 
on the implications of the results for policy.

Theoretical and definitional 
issues and past research

Conventionally in labour economics, the working-
age population is categorised as either being in the 
labour force—which consists of the employed and the 
unemployed—or ‘not in the labour force’ (NILF). Sometimes 
the NILF is split into those who want a job but are not 
actively looking for work, termed ‘marginally attached’, and 
those who do not want a job, termed ‘other NILF’.

A further distinction is often made between the marginally 
attached who have given-up looking for work because 
they believe they cannot find work—termed ‘discouraged 
workers’—and those who are not looking for paid 
employment for other reasons. 

According to standard economic theory, labour force status 
is determined in a two-stage process. In the first stage 
individuals decide whether or not they wish to supply their 
labour to the market. In the second stage a combination of 
factors determines whether or not individuals are employed, 
including labour demand conditions, incentives to search 
for work, and willingness to accept job offers. The decision 
to supply labour to the market will depend on a range of 
factors including the social and economic conditions facing 
individuals and their families, the level of unemployment 
benefits, macro-economic conditions, and the level of 
labour demand in the local labour market.

Within this framework, individuals will become discouraged 
workers if they want to work but, because the costs of 
searching for work combined with the perceived poor 
chances of finding work, they do not search for work 
(Blundell, Ham & Meghir 1998). The marginally attached 
or discouraged workers are sometimes called the ‘hidden 
unemployed’. 

The probability of a person being marginally attached (or a 
discouraged worker) will also be affected by other factors 
that influence their wellbeing when not participating in 
the labour force. The costs of searching for employment 
may be quite considerable as they include both the time 
involved, monetary costs and psychological impacts 
of the failure to find employment. Family factors, such 
as household composition, child care responsibilities, 
and difficulties with child care are also likely to play an 

<http://caepr.anu.edu.au/>
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important role. Any analysis of Indigenous labour force 
status needs to take account of Indigenous-specific 
social and cultural factors, the behaviour of potential 
employers, and the interaction between labour supply and 
demand factors.

Much of the existing research has focused on discouraged 
workers rather than the broadly defined marginally 
attached. This literature has tended to focus on the role 
of the business cycle in determining aggregate labour 
demand, and therefore the costs and benefits of searching 
for work (Bowen & Finnegan 1969; Clark & Summers 1980; 
Hunter & Gray 2001). Local labour market conditions are 
thought to be important as they affect the level of labour 
demand, and so have a role in explaining the labour 
market dynamics of the marginally attached. Personal 
characteristics are likely to be important, if they affect the 
demand for an individual’s labour or the preference for 
supplying one’s labour.

There has been some previous research into marginal 
attachment of Indigenous Australians (Hunter & Gray 2001; 
Taylor & Hunter 1998). This research, based on data from 
the 1994 National Aboriginal and Torres Strait Islander 
Survey (NATSIS), found that Indigenous Australians were 
much more likely to be marginally attached to the labour 
market than non-Indigenous Australians (Hunter & Gray 
2001; Taylor & Hunter 1998). Hunter and Gray (2001) found 
that Indigenous adults were about three to four times more 
likely to want to work but not be actively looking for work 
than in the rest of the population.

Therefore, given the objective of understanding the extent 
to which the relatively low employment rate of Indigenous 
Australians is due to a lack of desire to be in paid 
employment, it is important to include a separate category 
for the marginally attached in the analysis. The focus on 
marginal attachment rather than discouraged workers is for 
several reasons. The marginally attached are a much larger 
group than discouraged workers who constitute only a very 
small proportion of the working-age population. Second, 
the boundaries between discouraged workers and the other 
marginally attached are blurred. The International Labour 
Organization (ILO) recognises that, while its own official 
definition attempts to exclude personal reasons, it may be 
difficult to draw a clear distinction as respondents may find 
it difficult to separate their personal circumstances from the 
level of labour demand they face (Hussmanns, Mehran and 
Verma 1990).1

There is evidence from several different countries that the 
marginally attached are more likely than the other NILF to 
move into employment but less likely than the unemployed 
to move into employment (for Australia, see Breunig & 
Mercante 2010; Gray, Heath & Hunter 2005; for Canada, 

see Jones & Riddell 1999, 2006; for Europe, see Brandolini, 
Cipollone & Viviano 2006). 

The CDEP scheme has been an important institutional 
feature of the Indigenous labour market over the last 
three decades. Historically, communities have received 
a grant of a similar size to their collective unemployment 
benefit entitlement to undertake community-defined work 
along with an on-cost component to ensure that program 
participants are employed in community development work 
(identified at the community level). CDEP participants are 
expected to work at least part-time for their entitlements. 
However, changes since 2008 have meant that CDEP has 
increasingly become more like the mainstream Work for the 
Dole scheme or a standard labour market program than a 
community development scheme.2

In this paper the CDEP employed are combined with 
the unemployed. The labour force states examined are: 
employment (excluding CDEP), unemployment plus CDEP, 
marginal attachment, and other NILF. 

Data

The analysis in this paper is based on data from the 2008 
National Aboriginal and Torres Strait Islander Social Survey 
(NATSISS) and for the general Australian population from 
the 2008–09 Multi-Purpose Household Survey (MPHS).3 
Data from the 1994 NATSIS is used to analyse trends in 
Indigenous labour force status.

The 2008 NATSISS (and earlier versions including the 1994 
NATSIS) is the main social survey with a large Indigenous 
sample. Both surveys identify CDEP employment—
something which the censuses, the other potential data 
source, only do partially at a national level. The 2008–09 
MPHS is used because it is broadly comparably with the 
2008 NATSISS and both surveys were collected at about 
the same time.

The 2008 NATSISS is a general social survey of the 
Indigenous population. Data was collected about 
13,300 Indigenous people living in 6,900 households. 
The sample includes both children and adults, with 
interviews conducted with up to two Indigenous persons 
aged 15 years or older from each household and up to 
two Indigenous children aged 0–14 years (with data for 
children provided by via proxy interview with an adult in 
the household). The household members interviewed were 
randomly selected.4 Interviews were conducted over the 
period from August 2008 to April 2009. 

The 1994 NATSIS has a broadly similar survey design, 
coverage and methodology to the 2008 NATSISS and 
estimates of labour force status from the two surveys are 
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TABLE B5.  Multinomial logit regression of determinants of labour force status, all Australian females, 
2008

Variable Unemployed Marginally attached Other NILF

Coef. T-stat Coef. T-stat Coef. T-stat

Age –0.103 –1.84 –0.233 –6.70 –0.394 –15.20

Age2 0.001 1.07 0.003 6.87 0.005 16.41

Degree plus –1.130 –3.04 –1.579 –7.32 –1.932 –12.32

Other qualification –0.909 –2.54 –1.274 –6.15 –1.682 –10.97

Year 12 –1.375 –3.46 –0.851 –3.94 –1.172 –7.28

Year 10 or 11 –0.384 –1.11 –0.664 –3.37 –0.906 –6.23

Qld and major city –0.480 –1.41 –0.337 –1.65 0.047 0.31

Qld and inner regional –0.299 –0.61 –0.228 –0.76 0.418 1.97

Qld and outer regional –0.713 –1.14 –0.431 –1.25 –0.478 –1.69

NSW and inner regional –0.218 –0.53 –0.172 –0.65 0.235 1.17

NSW and outer regional 0.131 0.17 0.316 0.72 0.527 1.55

Vic and major city –0.115 –0.41 0.023 0.14 0.169 1.19

Vic and inner regional 0.099 0.26 –0.148 –0.57 –0.021 –0.10

Vic and outer regional 1.149 1.98 –0.060 –0.11 –0.566 –1.21

TAS and inner regional –0.606 –1.30 –0.147 –0.62 0.281 1.54

TAS and outer regional 0.246 0.44 0.441 1.34 0.408 1.37

SA and major city 0.305 1.07 –0.152 –0.76 0.027 0.17

SA and inner regional –0.708 –0.71 –0.012 –0.03 0.159 0.42

SA and outer regional 0.512 0.87 –0.777 –1.46 –0.543 –1.39

ACT –1.208 –1.98 –0.758 –2.41 –0.666 –2.57

WA and major city 0.153 0.53 –0.189 –0.97 –0.069 –0.44

WA and outer regional –0.399 –0.54 0.326 0.91 –0.533 –1.20

NT –1.091 –2.05 –1.105 –3.24 –0.755 –2.98

Has partner –0.498 –1.96 –0.351 –2.20 0.100 0.89

Has dependent child 0.982 3.98 1.492 8.10 1.342 8.45

Partner and child –0.633 –1.83 –0.206 –0.95 –0.152 –0.85

Household size 0.067 0.93 0.047 0.94 0.102 2.32

Constant 0.426 0.41 2.766 4.22 5.553 11.10

Number of observations 5,176

Pseudo R2 0.115

Note: Robust standard errors are used to calculate the t-statistics.
Source:  2008–09 MPHS 
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TABLE B6.  Multinomial logit regression of determinants of labour force status, all Australian males, 2008

Variable Unemployed Marginally attached Other NILF

Coef. T-stat Coef. T-stat Coef. T-stat

Age –0.056 –0.98 –0.088 –1.94 –0.198 –5.53

Age2 0.000 0.49 0.001 2.66 0.003 7.53

Degree plus –1.304 –3.14 –1.083 –3.80 –1.277 –6.24

Other qualificaiton –0.932 –2.61 –1.111 –4.45 –1.500 –7.98

Year 12 –0.647 –1.71 –0.529 –1.93 –1.009 –4.76

Year 10 or 11 –0.010 –0.03 –0.432 –1.70 –0.989 –5.10

Qld and major city –0.831 –2.27 –0.514 –1.92 –0.286 –1.21

Qld and inner regional 0.045 0.11 –0.400 –0.98 0.018 0.05

Qld and outer regional –2.028 –1.97 –0.410 –0.95 –0.285 –0.75

NSW and inner regional –0.443 –0.93 –0.485 –1.28 –0.138 –0.44

NSW and outer regional –0.008 –0.01 0.150 0.37 –0.128 –0.30

Vic and major city –0.756 –2.28 –0.516 –2.13 –0.057 –0.28

Vic and inner regional –0.138 –0.33 –0.833 –1.82 –0.074 –0.23

Vic and outer regional –0.184 –0.23 –0.443 –0.60 –1.541 –1.30

Tas and inner regional –0.164 –0.37 –0.358 –0.93 0.902 3.68

Tas and outer regional –0.482 –0.74 –0.152 –0.33 –0.303 –0.66

SA and major city 0.040 0.13 –0.752 –2.40 0.211 0.94

SA and inner regional 0.156 0.26 –1.703 –1.65 –0.892 –1.32

SA and outer regional 0.346 0.63 –0.517 –0.82 0.431 1.18

ACT –0.625 –1.17 –0.687 –1.53 0.074 0.22

WA and major city –0.907 –2.41 –1.199 –3.59 –0.345 –1.42

WA and outer regional –1.682 –1.68 –0.998 –1.62 –0.960 –1.62

NT –1.532 –2.04 –0.913 –2.07 –0.534 –1.42

Has partner –1.067 –3.47 –0.995 –4.94 –1.096 –7.43

Has dependent child 0.131 0.23 0.471 1.10 –0.524 –1.03

Partner and child –0.038 –0.06 –0.829 –1.72 0.186 0.35

Household size 0.059 0.66 0.140 1.81 0.186 3.21

Constant –0.436 –0.40 –0.575 –0.59 1.054 1.34

Number of observations 4,677

Pseudo R2 0.1346

Note: Robust standard errors are used to calculate the t-statistics.
Source: 2008–09 MPHS. 
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