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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 while education is still one of the most important factors, 
future progress in increasing Indigenous employment requires policy address labour 
supply issues that discourage people from looking for work, including the ongoing 
high level of Indigenous interaction with the criminal justice system.  

	
JEL	classification:	J15;	J11;	J21;	and	J38	

	
1. 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,	and	public	sector	employment	programs	to	organisations	with	substantial	
number	of	Indigenous	employees.		

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	employment	rate	increasing	substantially	since	the	mid	1990s.	The	
rate	of	mainstream	employment	for	Indigenous	males	increased	from	38	per	cent	to	59	
per	cent	between	1994	and	2008.	For	Indigenous	females	it	increased	over	this	period	
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from	25	per	cent	to	43	per	cent.1	This	is	a	much	larger	increase	in	employment	than	has	
occurred	for	the	Australian	population	as	a	whole	(Gray	and	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	to	understand	the	extent	to	which	
this	has	changed	given	the	strong	employment	growth	since	the	mid	1990s.	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	concluding	comments	reflect	on	the	implications	of	the	
results	for	policy.	

2. 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	the	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	any	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	
1	Mainstream	employment	 involves	 jobs	 that	 are	not	 associated	with	welfare	payments	 such	as	
work-for-the-dole	 schemes.	 In	what	 follows	 the	 employment	 category	 specifically	 excludes	 the	
CDEP	scheme	jobs	discussed	in	this	paper	as	CDEP	work	clearly	involves	a	substantial	income	
transfer	component.	
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poor	chances	of	finding	work,	they	do	not	search	for	work	(Blundell,	Ham	et al.	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	and	the	costs	of	job	search.	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	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	and	Finnegan,	1969;	Clark	and	
Summers	1980;	Hunter	and	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	and	Gray,	2001;	Taylor	and	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	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	Labor	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).2	
2	A	further	 reason	for	not	analysing	discouraged	workers	 is	 that	 is	 that	 it	 is	not	possible	 to	get	
comparable	data	on	discouraged	workers	for	Indigenous	and	non-Indigenous	Australians.	The	list	
of	 reason	 for	 not	 looking	 for	work	which	 respondents	were	 given	 to	 choose	 from	 in	 the	 2008	
NATSISS	differ	to	the	standard	Australian	Bureau	of	Statistics	(ABS)	questions	used	in	the	Labour	
Force	Survey	(and	the	Multi-Purpose	Household	Survey).	For	details	of	the	concepts	underlying	
measurement	of	labour	force	status	in	the	Australian	context,	see	ABS	(2006).	
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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	and	Mercante,	2010;	
Gray,	Heath	 and	Hunter,	 2005;	 for	Canada,	 see	 Jones	 and	Riddell,	 1999,	 2006;	 for	
Europe,	see	Brandolini,	Cipollone	and	Viviano,	2006).		

The	 Community	 Development	 Employment	 Projects	 (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.3	

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.		

	
3. Describing Labour Force Status 
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).4	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.	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	comparable.	One	difference	is	that	the	1994	NATSIS	includes	people	living	
in	non-private	dwellings	(e.g.	 jails,	nursing	homes)	whereas	 the	2008	NATSISS	was	
3	Full	details	of	the	recent	changes	to	the	CDEP	scheme	are	available	at	http://centrelink.gov.au/
internet/internet.nsf/services/cdep.htm	
4	The	MPHS	does	not	include	information	on	Indigenous	status	and	hence	the	general	Australian	
estimates	in	this	paper	may	include	a	small	number	of	Indigenous	respondents	to	that	survey.	
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collected	only	from	those	living	in	private	dwellings.	In	this	paper	all	estimates	from	
the	1994	NATSIS	exclude	those	in	non-private	dwellings.	The	1994	NATSIS	and	2008	
NATSISS	collected	data	from	all	areas	of	Australia	including	very	remote	areas.5	

The	MPHS	was	conducted	from	July	2008	to	June	2009	in	both	urban	and	
rural	 areas	 in	 all	States	 and	Territories.	 In	 contrast	 to	 the	1994	NATSIS	and	2008	
NATSISS	it	excluded	very	remote	parts	of	Australia.	The	2008-09	MPHS	sample	was	
split	into	two	groups,	only	one	of	which	was	asked	the	questions	necessary	to	identify	
marginal	attachment.	Furthermore	the	questions	that	are	used	to	identify	marginally	
attachment	were	only	asked	of	respondents	aged	18	years	or	older.		

The	measures	of	labour	force	status	available	from	the	1994	NATSIS	and	2008	
NATSISS	are	generally	comparable	to	those	in	the	2008-09	MPHS.	There	however	are	
several	differences.	The	2008	NATSISS	does	not	collect	information	on	availability	to	
start	work	and	so	the	marginal	attachment	definition	does	not	include	the	standard	ABS	
criteria	that	a	person	be	available	to	start	work.	A	consistent	definition	is	applied	to	the	
NATSISS	and	MPHS	data.	The	2008-09	MPHS	only	identifies	marginal	attachment	
for	 respondents	aged	18	years	or	older.	 In	order	 to	allow	comparisons	between	 the	
Indigenous	and	general	Australian	population,	the	regression	analysis	is	restricted	to	
respondents	aged	18-64	years.		

The	 1994	 NATSIS,	 2008	 NATSISS	 and	 2008-09	 MPHS	 Confidentialised	
Unit	Record	Files	(CURF)	have	been	accessed	through	the	ABS	Remote	Access	Data	
Laboratory	 (RADL).	Use	 of	 these	 data	 sets	 is	 subject	 to	 a	 number	 of	 restrictions,	
including	 on	 the	 geographic	 disaggregation.	 For	 the	 2008	 NATSISS	 there	 are	
significant	 restrictions	 on	 the	 level	 of	 geographic	 information	 that	 can	 be	 included	
in	statistical	models	which	is	limited	to	a	‘remoteness	by	state’	variable	which	does	
not	map	to	the	standard	ABS	geographic	remoteness	classification.	In	effect	it	means	
that	 one	 has	 to	 choose	 between	 identifying	 remote	 areas	 and	 more	 disaggregated	
geographic	controls.		

	
Changes in Indigenous labour force status between 1994 and 2008 
This	 section	 provides	 an	 overview	 of	 changes	 in	 Indigenous	 labour	 force	 status	
between	 1994	 and	 2008	 using	 the	 indigenous	 surveys	 described	 above	 along	with	
published	 data	 from	 the	 relevant	Labour	Force	Surveys.	Over	 this	 period	 the	 non-
CDEP	employment	 rate	 of	 the	 Indigenous	 population	 increased	 from	31.1	per	 cent	
to	50.5	per	cent.	There	were	increases	for	both	Indigenous	men	and	women	with	the	
non-CDEP	 employment	 rate	 increased	 by	 18	 percentage	 points	 from	25.0	 per	 cent	
to	42.9	per	cent	for	Indigenous	women	(figure	1)	and	by	21	percentage	points	from	
37.9	 per	 cent	 to	 58.8	 per	 cent	 for	 Indigenous	 men	 (figure	 2).	 These	 increases	 are	
very	substantial.	To	put	them	in	context,	the	increase	in	the	employment	rate	for	the	
working-age	Australian	population	as	a	whole	for	men	during	this	period	increased	by	
five	percentage	points,	and	for	women	it	increased	by	10	percentage	points.	

5	 	 In	 the	 1994	NATSIS	 there	 are	 respondents	who	were	 classified	 as	 being	 ‘other	NILF’	 using	
the	 standard	 ABS	 labour	 force	 definitions	 but	 who	 were	 registered	 with	 the	 Commonwealth	
Employment	Service	 (CES).	 In	 this	 paper	we	 classify	 this	 group	 as	 being	marginally	 attached	
as	registration	at	an	employment	service	demonstrates	a	level	of	attachment	to	the	labour	force.	
An	 alternative	would	 be	 to	 classify	 this	 group	 as	 being	 unemployed.	 This	would	 result	 in	 the	
proportion	 of	marginally	 attached	 in	 1994	 being	 reduced	 by	 7.5	 and	 5.3	 percentage	 points	 for	
females	and	males	respectively	and	a	corresponding	increase	in	the	proportion	unemployed.
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For	 Indigenous	 women,	 the	 large	 increase	 in	 non-CDEP	 employment	 has	
been	accompanied	by	substantial	decreases	in	the	proportion	of	marginally	attached	
and	 other	 NILF.	 The	 decrease	 in	 the	 proportion	 of	 the	 working-age	 population	
unemployed	was	 relatively	modest,	 falling	 from	 16.5	 per	 cent	 in	 1994	 to	 12.9	 per	
cent	in	2008.	Indigenous	female	labour	supply	has	expanded	to	meet	the	demand	for	
additional	workers	in	the	broader	economy.	It	is	particularly	noteworthy	that	marginal	
attachment	among	all	Australian	females	fell	by	much	less	than	it	did	for	Indigenous	
women	over	a	period	of	prolonged	macroeconomic	growth.		

For	Indigenous	men,	the	large	increase	in	employment	has	been	accompanied	
by	a	large	fall	in	the	proportion	unemployed	(from	36.8	per	cent	in	1994	to	19.8	per	cent	
in	2008).	There	has	been	a	smaller	decrease	in	the	proportion	marginally	attached	or	
other	not	in	the	labour	force,	but	this	should	be	contrast	to	the	situation	for	all	Australian	
males	where	the	prevalence	of	marginal	attachment	actually	increased	slightly.	

Between	1994	and	2008	there	was	narrowing	of	the	gap	in	employment	rates	
between	Indigenous	and	non-Indigenous	Australians,	although	there	is	still	an	ongoing	
significant	disadvantage	in	labour	force	status	experienced	by	that	population	in	2008.6

 Figure 1 - Labour Force Status by Indigenous Status, Females, 1994–2008 
	

Notes:	Population	aged	20-64	years.	Estimates	are	weighted.	The	proportion	of	Indigenous	females	
in	the	CDEP	scheme	was	4.9	per	cent	in	1994	and	3.9	per	cent	in	2008.	The	age	restriction	in	
figures	1	and	2	differ	slightly	to	that	in	the	other	analysis	in	the	paper	because	the	Australian	data	
from	relevant	Labour	Force	Survey	was	provided	only	in	five-year	age	groups.	
Sources: 1994	NATSIS;	2008	NATSISS,	ABS	(1994a;	1994b;	2008a;	2008b).	

6	An	 alternative	 source	of	 data	 on	 trends	 in	 Indigenous	 employment	 rates	 is	 the	Labour	Force	
Survey	(LFS)	which	provides	estimates	of	Indigenous	employment	data	from	the	mid	1990s.	The	
increases	in	non-CDEP	employment	are	substantial	and	are	consistent	with	the	estimated	trends	
made	using	the	1994	NATSIS	and	2008	NATSISS	(i.e.,	not	statistically	significantly	different	at	
the	five	per	cent	confidence	level).	
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Figure 2 - Labour Force Status by Indigenous Status, Males, 1994-2008

 
 

Notes:	Population	aged	20-64	years.	Estimates	are	weighted.	The	proportion	of	Indigenous	males	
in	the	CDEP	scheme	was	11.4	per	cent	in	1994	and	7.1	per	cent	in	2008.	The	age	restriction	in	
figures	1	and	2	differ	slightly	to	that	in	the	other	analysis	in	the	paper	because	the	Australian	data	
from	relevant	Labour	Force	Survey	was	provided	only	in	five-year	age	groups.	
Sources:	1994	NATSIS;	2008	NATSISS,	ABS	(1994a;	1994b;	2008a;	2008b).	

	

Reasons for Not Looking for Work 
This	section	explores	the	reasons	that	Indigenous	people	who	are	marginally	attached	
to	the	labour	force	give	as	to	why	they	are	not	looking	for	work.	As	discussed	above,	
according	to	 the	standard	ABS	definition,	discouraged	workers	are	 those	who	wish	
to	have	a	job	but	are	not	actively	seeking	work	because	they	believe	that	no	suitable	
work	is	available.	In	the	2008	NATSISS	survey	there	are	four	reasons	for	not	looking	
for	work	which	are	directly	related	to	a	lack	of	employment	opportunities	and	would	
result	in	classification	as	a	discouraged	worker:		

•	lacks	schooling,	training,	skills	or	experience	
•	no	jobs	in	locality	or	in	line	of	work	
•	no	jobs	with	suitable	hours,	and		
•	no	jobs	at	all.	

In	non-remote	areas,	around	11	per	cent	of	marginally	attached	Indigenous	
females	and	males	are	discouraged	workers	(table	1).	In	contrast,	well	in	remote	areas	
26.6	per	cent	of	Indigenous	men	who	are	marginally	attached	are	discouraged	workers	
and	38.5	per	cent	of	Indigenous	females	who	are	marginally	attached	are	discouraged	
workers.	The	 higher	 incidence	 of	 discouraged	workers	 in	 remote	 areas	 reflects	 the	
fact	 that	 in	many	 remote	 areas	 there	 are	 few	 jobs	 available,	 although	 it	 should	 be	
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recognised	that	the	majority	of	discouraged	workers	in	remote	areas	give	reasons	other	
than	a	lack	of	employment	opportunities	for	their	not	looking	for	work.		

The	 main	 reasons	 marginally	 attached	 Indigenous	 females	 give	 for	 not	
looking	for	work	are	 family	 related,	particularly	 the	 ill	health	of	a	 family	member.	
For	example,	 in	non-remote	areas	56.4	per	cent	give	ill	health	of	a	family	member,	
17.6	per	cent	give	other	 family	considerations	and	6.9	per	cent	give	child	care	as	a	
reason	for	not	looking	for	work.	In	remote	areas	46.4	per	cent	were	not	looking	for	
work	because	of	the	ill	health	of	other	family	members,	13.5	per	cent	because	of	other	
family	considerations	and	3.5	per	cent	because	of	child	care.	Own	ill	health	also	is	
an	important	reason	with	7.4	per	cent	of	females	in	non-remote	and	10.2	per	cent	in	
remote	areas	giving	this	reason.		

The	most	common	reason	given	by	marginally	attached	Indigenous	males	was	
because	of	their	own	ill	health	or	injury	(43.8	per	cent	in	non-remote	areas	and	15.4	per	
cent	in	remote	areas).	In	non-remote	areas	another	important	reason	for	not	looking	for	
work	was	studying	or	returning	to	studies	(9.5	per	cent	of	females	and	11.5	per	cent	of	
males).	In	remote	areas	this	reason	was	rarely	given.	

Table 1 - Reasons Not Looking for Work, Marginally attached Indigenous 
Males and Females by Remoteness Status, 2008 

 Non-remote Remote
 Females (%) Males (%) Females (%) Males (%)
Lacks	schooling,	training,	skills	or	experience		 3.4	 3.9	 5.9	 4.6
No	jobs	in	locality	or	in	line	of	work		 2.7	 3.7	 10.8	 20.0
No	jobs	with	suitable	hours		 3.3	 0.2	 3.3	 0.0
No	jobs	at	all		 1.7	 3.4	 6.6	 13.9
Other	employment	reasons		 2	 1.7	 1.3	 2.5
Own	short	term	illness	or	injury		 2.6	 11.1	 1	 10.2
Own	long-term	health	condition	or	disability	 7.4	 43.8	 10.2	 15.4
Pregnancy		 4.7	 -	 3.2	 -
Studying	or	returning	to	studies		 9.5	 11.5	 2.9	 2.3
Welfare	payments	or	pension	affected		 2.5	 4.6	 1.6	 2.1
Moved	house	or	on	holidays		 1.9	 2.3	 0.7	 6
Ill	health	of	other	family	member		 56.4	 5	 46.4	 3.8
Childcare		 6.9	 4.6	 3.5	 3.5
Other	family	considerations		 17.6	 6	 13.5	 4
Has	a	job	to	go	to		 1.8	 1.3	 1.2	 2.4
Other	reason		 9.7	 8.4	 7.2	 13.7
Number	of	respondents	 476	 153	 203	 81
Note:	Estimates	are	weighted.	Respondents	were	able	to	nominate	more	than	one	reason	for	not	
looking	for	work.	Population	aged	18-64	years.	
Source:	2008	NATSISS.	

	
The	list	of	reasons	for	not	actively	looking	for	work	despite	wanting	a	job	

in	the	2008	NATSISS	differs	to	the	reasons	collected	in	the	2008-09	MPHS.	This	
means	that	it	 is	not	possible	to	directly	compare	the	reasons	not	looking	for	work	
for	the	Indigenous	and	Australian	population,	although	it	is	possible	to	make	some	
broad	comparisons.		
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Of	 those	 indicating	 that	 they	 are	 marginally	 attached	 among	 the	 overall	
Australian	population,	22.2	per	cent	of	females	and	24.2	per	cent	of	males	are	classified	
as	discouraged	workers	(estimated	from	the	2008-09	MPHS).	The	proportion	of	the	
Australian	population	of	marginally	attached	who	are	discouraged	workers	is	about	
twice	that	for	Indigenous	marginally	attached	in	non-remote	areas,	but	less	than	for	
the	 Indigenous	 population	 of	 marginally	 attached	 in	 remote	 areas.	 Of	 course,	 the	
Indigenous	population	are	more	likely	to	be	marginally	attached	to	the	labour	force	
than	the	Australian	population	as	a	whole.	

	
4. Modelling the Determinants of Labour Force Status 
This	 section	 first	 describes	 the	 analytic	 approach	 and	 empirical	 model	 used	 to	
estimate	the	determinants	of	the	labour	force	status	of	the	Indigenous	population	and	
the	general	Australian	population.		

	
Analytic Approach and Empirical Model 
The	 labour	 force	 states	modeled	 are:	 employed;	 unemployed	 or	CDEP;	marginally	
attached;	 and	 other	 NILF.7	 As	 the	 dependent	 variable	 takes	 one	 of	 four	 possible	
discrete	values	ordinary	least	squares	regression	is	 inappropriate.	Multinomial	 logit	
was	chosen	because	the	three	possible	outcomes	are	categorical	rather	than	ordinal.		

Two	sets	of	models	are	estimated.	The	first	set	of	models	involves	estimating	
the	determinants	of	 labour	force	status	for	Indigenous	females	and	males	using	 the	
2008	NATSISS	and	for	the	general	Australian	population	of	females	and	males	using	
the	2008-09	MPHS.	The	specification	of	this	set	of	models	is	restricted	to	variables	
which	are	available	on	both	the	2008	NATSISS	and	the	2008-09	MPHS.		

The	second	set	of	models	involve	estimating	the	determinants	of	labour	force	
status	 for	 Indigenous	 females	 and	males	 using	 a	much	wider	 range	 of	 explanatory	
variables	that	are	available	from	the	2008	NATSISS	(but	not	the	2008-09	MPHS).	

The	 explanatory	 variables	 included	 in	 the	 first	 set	 of	 models	 –	 which	 are	
designed	 to	 compare	 the	 determinants	 of	 labour	 force	 status	 of	 the	 Indigenous	
population	to	those	of	the	general	Australian	population	–	includes	human	capital	and	
demographic	variables.	The	second	set	expands	this	set	of	variables	to	include	all	of	
the	variables	which	economic	 theory	suggests	will	be	related	to	 labour	force	status	
(Killingsworth,	1983)	or	which	previous	empirical	studies	have	shown	to	be	important	
determinants	(e.g.,	Beggs	and	Chapman,	1990;	Breusch	and	Gray,	2004;	Doiron,	2004;	
Gray	et al.,	 2006;	Gray,	Hunter	 and	Lohoar,	2012;	Hunter	 and	Daly,	2008;	Le	and	
Miller,	 2000).	The	 remainder	 of	 this	 section	 provides	 a	 rationale	 for	 the	 empirical	
specification	used.	

Age	 is	 included	 to	 capture	 possible	 life	 cycle	 effects	 and	 as	 a	measure	 of	
potential	labour	market	experience.	‘Age	squared’	is	included	to	allow	for	a	possible	
non-linear	relationship	between	age	and	labour	force	status.	Human	capital	is	measured	
using	highest	 level	 of	 educational	 attainment	 (specified	using	dummy	variables	 for	

7	Effectively,	this	specification	is	equivalent	to	treating	CDEP	scheme	workers	as	being	unemployed.	
This	assumption	was	justified	in	footnote	1.	As	a	sensitivity	test,	the	regression	models	were	also	
estimated	treating	CDEP	participants	as	employed.	The	regression	results	for	this	specification	are	
substantively	unchanged.	



150
AUSTRALIAN JOURNAL OF LABOUR ECONOMICS
VOLUME 15 • NUMBER 2 • 2012

degree	or	higher	level	qualification,	other	post-school	qualification,	Year	12	secondary	
schooling,	Year	10	or	11	secondary	schooling,	and	Year	9	or	less	secondary	schooling).	
Family	structure	has	been	found	to	be	related	to	labour	force	status.	Family	structure	
effects	are	captured	via	variables	for	having	a	partner	and	having	dependent	children;	
the	 effects	 of	 single	 versus	 couple	 parent	 families	 are	 captured	 by	 interacting	 the	
partner	 and	 dependent	 children	 variables.	Household	 size	 is	 also	 included	 because	
larger	households	may	have	disruptive	environments	 that	make	 labour	supply	more	
difficult.	 For	 women,	 it	 can	 also	 be	 a	 proxy	 for	 fertility	 (information	 that	 is	 not	
available	for	 the	2008	NATSISS).	The	effects	of	geographic	location	are	controlled	
for	through	a	set	of	dummy	variables	that	interact	State	or	Territory	of	residence	with	
geographic	remoteness	(‘remoteness	by	state’).	One	important	geographic	issue	that	
these	variables	control	for	are	the	differential	local	labour	market	conditions	that	are	
associated	with	demand-side	rather	than	individual-level	characteristics.	The	analysis	
uses	the	most	disaggregated	available	level	of	geography	in	an	attempt	to	control	for	
relevant	demand-side	factors.	

The	 second	 set	 of	 models,	 estimated	 just	 for	 the	 Indigenous	 population,	
includes	a	number	of	additional	variables.	These	are	whether	the	respondent:	speaks	
an	Indigenous	language;	lives	in	a	household	with	both	Indigenous	and	non-Indigenous	
residents;	has	a	severe	or	profound	disability	(or	disability	status	not	determined);	lives	
in	a	multifamily	household;	was	arrested	in	the	last	five	years;	engaged	in	hunting	and	
gathering	(for	food	or	medicinal	products);	 lives	 in	a	‘traditional’	homeland;	and/or	
lives	in	a	neighbourhood	had	substantial	problems	identified.8	

Separate	models	of	the	determinants	of	labour	force	status	are	estimated	for	
the	Indigenous	population	and	the	Australian	population.	The	models	are	estimated	
for	the	population	aged	18-64	years.	The	models	are	estimated	separately	for	males	
and	females.		

	
Results of Modelling the Determinants of Labour Force Status for 
Indigenous and General Australian Population (first set of models) 
This	 section	 presents	 the	 results	 of	 estimates	 of	 the	 determinants	 of	 labour	 force	
status	for	the	Indigenous	population	and	the	general	Australian	population	(first	set	of	
models).	The	models	appear	to	be	well	specified	with	the	estimated	effects	consistent	
with	economic	theory	and	previous	empirical	studies.		

As	 the	multinomial	 logit	model	 results	 themselves	 are	 not	 straightforward	
to	 interpret,	 the	 estimation	 results	 are	 interpreted	 in	 terms	of	marginal	 effects	 and	
predicted	 probabilities.	Marginal	 effects	 are	 used	 to	 assist	 in	 the	 interpretation	 of	
explanatory	 variables	 with	 the	 exception	 of	 the	 family	 structure	 variables	 (having	
a	 partner	 and	 the	 dependent	 child	 measure)	 which	 are	 illustrated	 using	 predicted	
probabilities.	The	summary	statistics	and	coefficient	estimates	are	reported	in	Hunter	
and	Gray	(2012a).	
8	While	the	2008	NATSISS	includes	information	on	all	hunting	and	gathering	activities,	the	focus	
in	this	paper	 is	where	such	activities	contribute	to	non-market	production	within	the	household	
on	the	grounds	that	this	production	may	change	the	attachment	to	the	labour	market	by	providing	
direct	substitutes	for	goods	otherwise	might	be	purchased	in	the	market	using	wages	or	transfer	
payments.	This	does	not	deny	the	significance	of	other	reasons	for	hunting	and	gathering	activities,	
but	is	an	attempt	to	recognise	that	we	have	some	reason	to	suspect	that	labour	force	status	is	more	
likely	to	be	affected	when	non-market	production	of	goods	and	services	is	involved.		
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The	marginal	effects	are	calculated	as	the	effect	of	a	one	unit	change	in	an	
explanatory	variable	from	its	sample	average	on	the	probability	of	being	in	each	of	the	
labour	force	states	after	12	months,	holding	all	other	variables	at	their	average	value	
for	the	estimation	sample.	In	the	case	of	binary	variables,	the	marginal	effect	is	the	
effect	of	having	the	characteristic,	given	that	all	other	variables	are	at	their	average	
value.	The	marginal	effects	 for	each	variable	sum	to	zero	across	 the	 labour	market	
states	since	each	respondent	must	be	in	one,	and	only	one,	labour	force	state.		

The	 marginal	 effects	 for	 the	 education	 variables	 and	 household	 size	 are	
presented	in	tables	2	and	3	for	females	and	males	respectively.	Educational	attainment	
is	strongly	related	to	labour	force	status	for	both	the	Indigenous	population	and	the	
general	Australian	population,	but	the	effect	is	stronger	for	the	Indigenous	population	
than	 the	Australian	 average	 –	 a	finding	 that	 is	 consistent	with	 other	 studies	 (Gray,	
Hunter	and	Lohoar,	2012).		

Having	 a	 degree	 is	 associated	with	 a	 52	 percentage	 point	 increase	 in	 the	
probability	 of	 an	 Indigenous	 female	 being	 employed	 (non-CDEP)	 relative	 to	 the	
probability	for	the	average	level	of	education	in	the	sample.	The	converse	of	this	is	
that	those	with	a	degree	are	significantly	less	likely	to	be	in	the	other	labour	force	
states,	especially	the	other	NILF	and	marginally	attached	categories.	Having	a	degree	
among	Australian	females	more	generally	is	associated	with	a	26.8	percentage	point	
higher	probability	of	being	employed	relative	 to	 the	average	education	 level	 in	 the	
sample.	For	Indigenous	females	the	increases	in	educational	attainment	are	associated	
with	substantial	increases	in	labour	supply	(the	other	NILF	and	marginal	attachment	
both	decrease).	There	are	also	increases	in	labour	supply	for	the	general	Australian	
female	population.		

The	difference	between	the	effects	of	educational	attainment	on	labour	force	
status	for	Indigenous	and	all	Australians	is	less	marked	for	males	than	females,	but	
this	 is	 consistent	 with	 higher	 base	 employment	 probabilities	 for	 Indigenous	males	
(and	 associated	 higher	 levels	 of	 labour	 force	 participation	 rates).	 For	 Indigenous	
males,	 increase	 in	 educational	 attainment	 is	 associated	 with	 quite	 large	 decreases	
in	 unemployment	 as	 well	 as	 an	 increase	 in	 the	 proportion	 of	 the	 population	 who	
want	 to	work	(unemployed	or	marginally	attached).	The	decrease	 in	 the	proportion	
unemployed	is	greater	for	Indigenous	males	than	females.	For	the	general	Australian	
male	population	increases	in	educational	attainment	are	associated	with	only	relatively	
small	decrease	in	the	proportion	who	do	not	want	to	work,	reflecting	the	high	level	of	
wanting	to	work	amongst	the	male	population.		

Household	 size	 has	 no	 significant	 effect	 on	 labour	 force	 status	 among	 all	
Australians,	but	has	a	small	depressing	effect	on	employment	prospects	of	Indigenous	
females	and	male	and	associated	small	mostly	positive	effects	on	other	labour	force	
status	(i.e.,	including	marginal	attachment).		
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Table 2 - Marginal Effects for Educational Attainment and Household Size, 
Indigenous and all Australian Females, 2008

   Marginally
 Employed Unemployed attached Other NILF
 (%) (%) (%) (%)
Indigenous females        
Degree	plus	 51.8*	 -9.0*	 -16.9*	 -25.9*
Other	qualifications	 44.3*	 -3.6*	 -12.7*	 -28.0*
Year	12	 37.4*	 -5.1*	 -12.7*	 -19.7*
Year	10	or	11	 22.9*	 -1.4	 -5.9*	 -15.7*
Household	size	 -4.0*	 1.0*	 1.7*	 1.4*
Base	probabilities	 43.0	 13.3	 17.3	 26.4
All Australian females    
Degree	plus	 26.8*	 -1.7*	 -8.0*	 -17.1*
Other	qualifications	 23.3*	 -1.4*	 -6.6	 -15.3*
Year	12	 17.1	 -2.2*	 -4.4	 -10.6*
Year	10	or	11	 13.3*	 -0.5	 -3.7	 -9.0*
Household	size	 -1.6*	 0.1	 0.2	 1.2*
Base	probabilities	 74.0	 2.6	 8.6	 14.8
Notes:	The	base	probabilities	show	the	predicted	probability	holding	constant	all	explanatory	
variables	at	their	mean	value.	*	indicates	that	at	least	one	of	the	underlying	coefficients	for	that	
variable	is	statistically	significant	at	the	5	per	cent	or	better	confidence	level.	
Source:	2008	NATSISS;	2008-09	MPHS.		

Table 3 - Marginal Effects for Educational Attainment and Household Size, 
Indigenous and all Australian Males, 2008 

   Marginally
 Employed Unemployed attached Other NILF
 (%) (%) (%) (%)
Indigenous males	 		 		 		 	
Degree	plus	 33.2*	 -15.7*	 -6.1*	 -11.4*
Other	qualifications	 29.1*	 -9.9*	 -7.0*	 -12.2*
Year	12	 24.8*	 -8.7*	 -7.0*	 -9.1*
Year	10	or	11	 15.3*	 -2.8	 -4.9*	 -7.6*
Household	size	 -3.2*	 1.2*	 0.7*	 1.3*
Base	probabilities	 62.2	 17.7	 8.5	 11.7
All Australian males	 	 	 	
Degree	plus	 9.2*	 -1.9*	 -2.7*	 -4.6*
Other	qualifications	 10.7*	 -1.5*	 -3.1	 -6.1*
Year	12	 6.1*	 -1.0	 -1.4	 -3.7*
Year	10	or	11	 4.8*	 0.1	 -1.2	 -3.7*
Household	size	 -1.4*	 0.1	 0.4	 0.9*
Base	probabilities	 89.2	 2.1	 3.6	 5.2
Notes:	The	base	probabilities	are	the	predicted	probability	holding	constant	all	explanatory	
variables	at	their	mean	value.	*	indicated	that	at	least	one	of	the	underlying	coefficients	for	that	
variable	is	statistically	significant	at	the	five	per	cent	or	better	confidence	level.	
Source:	2008	NATSISS;	2008-09	MPHS.	
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The	predicted	probability	of	being	in	each	labour	force	state	for	various	family	
types	is	reported	in	table	4.	Predicted	probabilities	are	used	for	to	illustrate	the	impact	
of	family	type	given	that	because	changes	in	family	type	are	reflected	in	changes	in	
two	or	more	of	the	variables	which	makes	the	marginal	effects	hard	to	interpret.	The	
probability	of	being	in	the	various	labour	force	states	is	reported	separately	for	single	
people	with	no	children,	couples	with	and	without	children	and	finally	sole	parents.		

Family-type	 variables	 are	 important	 determinants	 of	marginal	 attachment,	
and	 labour	 force	 status	more	broadly,	 for	 both	 Indigenous	 females	 and	 the	general	
Australian	female	population.	Indigenous	single	mothers	have	much	higher	rates	of	
marginal	attachment	o	 than	other	groups.	The	highest	 incidence	of	being	classified	
as	 other	NILF	 is	 found	 among	mothers	 irrespective	 of	whether	 they	 indicate	 they	
currently	have	a	partner.	Overall,	 the	pattern	of	determinants	of	 labour	force	status	
for	Indigenous	women	is	similar	to	the	pattern	for	the	female	Australian	population.	

The	family-type	variables	are	not	statistically	significant	for	Indigenous	males	
or	the	general	Australian	male	population	and	hence	the	predicted	probabilities	are	not	
reported	in	this	article.	

	
Table 4 - Predicted Probability of being in each Labour Force State Family 
Type Variables, Indigenous and all Australian Women, 2008  

   Marginally
 Employed Unemployed attached Other NILF
 (%) (%) (%) (%)
Indigenous females
Single	 41.6	 18.2	 15.0	 25.2
Couple	 52.1	 16.6	 11.4	 19.9
Couple	with	kids	 45.0	 9.4	 16.0	 29.6
Single	mother	 32.3	 13.1	 24.2	 30.5
All Australian females	 	 	 	
Single	 76.5	 3.6	 6.8	 13.0
Couple	 78.3	 2.3	 4.9	 14.6
Couple	with	kids	 58.7	 2.3	 11.6	 27.4
Single	mother	 51.4	 6.1	 17.4	 25.0
Source:	2008	NATSISS;	2008-09	MPHS.	

	

Results of Modelling the Determinants of Labour Force Status for 
Indigenous Australian Population (second set of models) 
This	 section	presents	 the	 estimates	of	 the	determinants	of	 labour	 force	 status	 for	
Indigenous	males	and	females	using	the	more	detailed	specification	(second	set	of	
models).	

Given	that	the	coefficient	and	marginal	effects	for	the	variables	included	in	
both	 the	first	and	second	set	of	models	are	similar	 (for	 the	 Indigenous	population),	
the	following	discussion	focuses	solely	on	the	variables	not	included	in	the	first	set	of	
models	(table	5).	

Living	 in	 a	 household	 which	 has	 both	 Indigenous	 and	 non-Indigenous	
members	(a	mixed	household)	is	estimated	to	be	associated	with	a	substantially	higher	
employment	 rate	 for	 both	 Indigenous	 females	 and	 males	 compared	 to	 living	 in	 a	
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household	in	which	all	members	are	Indigenous.	For	Indigenous	women,	those	who	
live	in	a	mixed	household	are	estimated	to	be	18.8	percentage	points	more	likely	to	be	
employed	and	5.2	percentage	points	less	likely	to	be	unemployed,	5.8	percentage	points	
less	likely	to	be	marginally	attached	and	7.8	percentage	points	less	likely	to	be	other	
NILF.	Living	 in	a	mixed	household	has	a	 similar	 impact:	 Indigenous	men	are	17.2	
percentage	points	more	likely	to	be	employed.	Indigenous	men	in	mixed	households	
are	less	likely	to	be	unemployed	(11.8	per	cent),	marginally	attached	(3.8	per	cent)	and	
other	NILF	 (1.6	per	cent).	One	explanation	 for	 this	 result	 is	 that	mixed	households	
have	more	diverse	social	networks	(by	definition	they	have	some	connections	in	both	
the	 Indigenous	 and	 non-Indigenous	 communities)	 which	 may	 enhance	 job	 search	
information	and	opportunities	(Gray	and	Hunter,	2005).		

Having	 a	 severe	 or	 profound	 disability	 is	 estimated	 to	 significantly	 reduce	
employment	prospect	and	 increases	 likelihood	of	marginal	attachment	–	especially	
for	 males	 whose	 employment	 prospects	 fall	 by	 46.0	 percentage	 points,	 while	 the	
probability	of	being	marginally	attached	increases	by	9.3	percentage	points	and	the	
probability	of	being	other	NILF	increases	by	44.9	percentage	points.	This	is	consistent	
with	the	reasons	given	for	not	looking	for	work	(table	1).		

Having	been	 arrested	 in	 the	 last	five	years	 has	 been	 found	 to	 substantially	
decrease	 employment	 prospects	 (Borland	 and	Hunter,	 2000).	 This	 article	 confirms	
these	findings.	For	Indigenous	females,	having	been	arrested	in	the	last	five	years	has	
little	effect	on	the	desire	to	work	with	little	change	in	other	NILF,	but	is	associated	with	
quite	big	increases	in	marginal	attachment	(11.2	percentage	points)	and	unemployment	
(8.9	percentage	points).	For	Indigenous	males,	the	decrease	in	employment	associated	
with	having	been	arrested	(18.3	percentage	points)	is	accompanied	by	a	big	increase	in	
unemployment	(10.9	percentage	points)	and	smaller	increase	in	marginal	attachment	
(3.9	percentage	points)	and	other	NILF	(3.5	percentage	points).	

Living	in	a	household	with	more	than	one	family	is	not	significant	for	any	of	
the	labour	force	states	analysed	(once	household	size	is	taken	into	account)	(not	shown	
in	table	5).	Having	participated	in	hunting	and	gathering	or	living	in	homelands	is	only	
weakly	related	to	the	likelihood	of	being	marginally	attached.	For	females,	hunting	
and	gathering	(non-market	production)	is	actually	associated	negatively	with	marginal	
attachment	and	is	clearly	not	an	impediment	to	labour	supply.	Living	in	a	homeland	
is	associated	with	a	 slightly	higher	probability	of	marginal	attachment	 for	 females,	
but	not	males.	This	may	be	associated	with	the	fact	that	living	on	homelands	is	more	
common	in	remote	areas	where	the	labour	market	is	less	well	developed.		

Living	 in	 a	 neighbourhood	 with	 ‘problems’	 is	 statistically	 significant	 for	
both	Indigenous	and	females	and	is	estimated	to	be	associated	with	a	slightly	higher	
probability	 of	 being	 employed	 (5.8	 per	 cent	 for	women	 and	 6.0	 per	 cent	 for	men).	
The	reason	for	this	finding	is	unclear,	but	it	is	probably	the	case	that	being	employed	
influences	a	person’s	perception	of	the	neighbourhood	in	which	they	live.	
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Table 5 - Marginal Effects Factors Available for Indigenous Only, 2008 

   Marginally
 Employed Unemployed attached Other NILF
 (%) (%) (%) (%)
Indigenous females	 	 	 	
Mixed	household	 18.8*	 -5.2*	 -5.8*	 -7.8*
Severe	disability	 -28.4*	 -0.2	 3.9	 24.7*
Arrested	in	last	5	years	 -23.4*	 8.9*	 11.2*	 3.3
Hunting	and	gathering	 2.5	 3.4*	 -3.6*	 -2.3
Lives	in	homeland	 -6.0*	 5.0*	 2.3	 -1.3
Neighborhood	has	problems	 5.8*	 1.5	 0.5	 -7.8*
Indigenous males	 	 	 	
Mixed	household	 17.2*	 -11.8*	 -3.8*	 -1.6
Severe	disability	 -46.0*	 -8.2*	 9.3*	 44.9*
Arrested	in	last	5	years	 -18.3*	 10.9*	 3.9*	 3.5*
Hunting	and	gathering	 5.2*	 0.9	 -1.7	 -4.4*
Lives	in	homeland	 -8.3*	 6.4*	 0.6	 1.3
Neighborhood	has	problems	 6.0*	 -3.2	 -1.9	 -0.9
Notes:	The	base	probabilities	show	the	predicted	probability	holding	constant	all	explanatory	
variables	at	their	mean	value.	*	indicated	that	at	least	one	of	the	underlying	coefficients	for	that	
variable	is	statistically	significant	at	the	five	per	cent	or	better	confidence	level.	
Source: 	2008	NATSISS.	

	
5. Concluding Comments 
Since	1994	there	has	been	a	substantial	increase	in	the	non-CDEP	employment	rate	
for	Indigenous	men	and	women.	The	increases	in	Indigenous	employment	are	much	
larger	 than	has	occurred	 for	 the	Australian	population	as	 a	whole.	This	 article	has	
explored	how	 Indigenous	 labour	 force	 status	more	generally	has	changed	 since	 the	
mid-1990s	and	the	extent	to	which	the	increases	in	employment	have	been	associated	
with	changes	in	labour	supply	and	the	desire	to	work.	

For	 Indigenous	women,	 the	 increases	 in	 employment	 have	 been	 associated	
with	a	substantial	decrease	in	the	proportion	who	are	NILF	(i.e.,	marginally	attached	
or	 other	 NILF)	 and	 a	 large	 fall	 in	 the	 proportion	 unemployed	 or	 in	 CDEP.	 For	
Indigenous	men,	the	increase	in	employment	has	been	much	more	associated	with	a	
reduction	in	the	proportion	unemployed	or	in	CDEP,	with	the	NILF	proportion	having	
fallen	only	slightly.	This	article	provides	evidence	that	the	gap	in	marginal	attachment	
of	Indigenous	compared	to	other	Australians	has	declined	since	the	mid	1990s	in	both	
absolute	 and	 relative	 terms.	 In	 1994,	 Indigenous	males	were	 over	 four	 times	more	
likely	to	be	marginally	attached	than	other	Australians.	By	2008,	Indigenous	males	
were	more	 than	 twice	 as	 likely	 to	 be	marginally	 attached	 compared	 to	Australian	
males	at	large.	Indigenous	females	also	experienced	larger	decline	in	the	prevalence	
of	marginal	attachment	compared	to	the	average	Australian	women.	

The	reason	for	being	marginal	attached	varies	by	the	geographic	remoteness	
of	the	area	in	which	the	person	lives.	In	non-remote	areas,	one	of	the	major	reasons	
reported	for	marginal	attachment	among	Indigenous	men	is	having	long	term	health	
condition	or	disability	(over	40	per	cent	giving	this	reason).	Having	a	short	term	illness	
or	injury	is	also	an	important	factor	in	the	incidence	of	marginal	attachment	in	these	
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areas.	Although	many	people	living	in	remote	areas	also	give	reasons	that	relate	to	
their	own	personal	circumstances	(including	poor	health),	the	lack	of	labour	demand	
(or	rather	the	perceived	lack	of	labour	demand)	is	the	major	factor	in	explaining	why	
Indigenous	men	are	not	looking	for	work.	For	Indigenous	women,	the	most	common	
reasons	for	being	marginally	attached	in	both	remote	and	non-remote	areas	are	caring	
responsibilities	and	other	family	conditions.	The	lack	of	available	 jobs	 is	 less	of	an	
issue	than	it	is	for	Indigenous	males.		

Gray	 and	 Hunter	 (2011)	 identify	 the	 following	 possible	 reasons	 for	 the	
improvement	in	Indigenous	employment	and	the	increases	relative	to	the	employment	
rate	for	the	non-Indigenous	population:	consistently	strong	macro-economic	conditions	
between	1994	 and	 2008;	 the	 changes	 to	 the	 income	 support	 system/policies	which	
have	emphasised	 the	 importance	of	paid	employment	 (especially	unsubsidised	paid	
employment);	increases	in	educational	participation	and	attainment	of	the	Indigenous	
population	relative	to	 that	of	 the	non-Indigenous	population;	and	the	fact	 that	wage	
subsidies	are	now	only	available	for	Indigenous	job	seekers	and	a	small	minority	of	
other	Australians	 (e.g.	 those	with	 a	 disability).	Hunter	 and	Schwab,	 2003;	Altman,	
Biddle	et al.	2009).9		The	statistical	modelling	in	this	article	confirms	that	educational	
attainment	continues	to	be	an	important	determinant	of	labour	force	status	and	that	it	
is	a	more	substantial	factor	for	the	Indigenous	population	than	for	the	non-Indigenous	
population.	 That	 is,	 recent	 improvements	 in	 Indigenous	 education	 appears	 to	 have	
enhanced	 Indigenous	 productivity	 vis-à-vis	 other	 Australian	 workers	 (Hunter	 and	
Schwab,	2003;	Altman,	Biddle	et al.	2009).

The	analysis	 in	 this	article	 resonates	with	 that	 in	Herault	et al.	 (2012)	who	
show	that	increases	in	national	unemployment	rates	tend	to	drive	young	people	out	of	
full-time	work	and	into	inactivity	or	part-time	work.	For	example,	they	emphasise	the	
differential	effect	of	changing	macroeconomic	conditions	on	labour	force	status	which	
differ	substantially	by	education	 level	and	gender.	The	 trend	analysis	 in	 this	article	
illustrates	 the	differential	effect	of	changing	macroeconomic	conditions	on	another	
demographic	group,	Indigenous	Australians.		

This	article	supports	the	argument	that	sustained	macroeconomic	growth	is	
particularly	important	for	Indigenous	jobseekers	(Hunter,	2010).	New	jobs	need	to	be	
created	so	that	Indigenous	people	can	find	work	without	displacing	others	already	in	
work.	Improving	educational	attainment	has	put	Indigenous	people	in	a	better	position	
to	compete	for	these	new	jobs;	however	there	is	plenty	of	scope	for	further	improvement	
in	the	skills	of	Indigenous	Australians	as	the	rates	of	return	for	education	in	terms	of	
employment	 is	 still	much	 higher	 than	 they	 are	 for	 other	Australians.	 Furthermore,	
educational	 attainment	 is	 associated	with	a	 significant	 increase	 in	 labour	 supply	of	
Indigenous	workers	–	both	in	absolute	terms	and	relative	to	other	Australians.		

Supply-side	 constraints	 are	 more	 important	 than	 ever	 before	 because	 the	
strength	 of	 the	 Australian	 economy	 has	 led	 to	 strong	 jobs	 growth	 for	 almost	 two	
decades.	 In	 all	 likelihood,	 many	 Indigenous	 people	 with	 the	 characteristics	 or	
skills	 that	 employers	 demand	 have	 already	 found	work.	Unless	 policy	 can	 address	
the	underlying	barriers	 to	 Indigenous	participation	 in	 the	mainstream	economy,	we	
are	 unlikely	 to	 see	 further	 substantial	 improvements	 in	 Indigenous	 labour	 market	
9	Thus	reducing	the	relative	cost	of	Indigenous	workers	and	‘shuffling’	them	up	the	job	queue.	Also	
see	discussion	in	Hunter	and	Schwab	(2003)	and	Altman,	Biddle	et al.	(2009).
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participation.	This	article	has	highlighted	personal	issues	(such	as	poor	health)	as	well	
as	 locational	 factors	 (such	as	 the	buoyancy	of	 the	 local	 labour	market).	Supply-side	
or	personal	 issues	 remain	very	 important	after	all	 the	controls	 for	 the	demand-side	
factors	are	controlled	for	as	much	as	the	data	allows.	

Indigenous-specific	 factors	 associated	 with	 economic	 participation	 were	
important,	but	not	 always	 in	 the	direction	 that	 some	 theoretical	models	might	 lead	
us	 to	expect.	 Involvement	with	 the	criminal	 justice	system	is	associated	with	 lower	
attachment	to	the	workforce,	but	hunting	and	gathering	was	actually	associated	with	
greater	economic	engagement.	Clearly,	engagement	in	the	customary	economy	is	not	
inconsistent	with	participation	in	the	mainstream	economic	system.		

Another	complicating	factor	undermining	Indigenous	economic	engagement	
is	 that	discrimination	is	a	common	experience	among	many	Indigenous	people	and	
is	 especially	 prevalent	 among	 the	 unemployed	 (Hunter	 and	 Gray,	 2012b).	 Even	 if	
policy	manages	to	augment	Indigenous	economic	participation,	this	may	not	translate	
into	employment	gains	as	the	unemployed	tend	to	experience	higher	levels	of	labour	
market	discrimination.	

While	we	have	sound	empirical	and	 theoretical	 reasons	for	concluding	 that	
policy	needs	to	renew	its	focus	on	the	supply-side	(in	addition	to	augmenting	labour	
demand	through	addressing	Indigenous	skill	deficits),	there	is	no	easy	policy	solution.	
The	complex	reality	of	Indigenous	people	and	their	families	need	to	be	understood	
before	economic	participation	can	be	optimised.	Until	these	underlying,	and	somewhat	
intractable,	 barriers	 are	 addressed,	 there	 is	 likely	 to	 be	 limited	 progress	 in	 further	
closing	the	gap(s)	between	Indigenous	and	non-Indigenous	Australians.		
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