
 

 
 

BEYOND THE UNEMPLOYMENT RATE: 

TOWARDS A MORE COMPREHENSIVE METHOD FOR MEASURING 

LABOUR UNDERUTILISATION 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Steven Robert Foster Barrett 

B.A.(Hons) B.Ec. Grad. Dip.Ed. M.A. Ed.D. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Thesis submitted for the degree of  

Doctor of Philosophy 

in the 

School of Social Sciences 

Faculty of Humanities and Social Sciences 

The University of Adelaide 

December 2012 

 



 

TABLE OF CONTENTS 

 
LIST OF TABLES ............................................................................................................ v 

LIST OF FIGURES ......................................................................................................... vii 
ABSTRACT ...................................................................................................................... x 

DECLARATION ............................................................................................................ xii 
ACKNOWLEDGMENTS .............................................................................................. xiii 
PUBLICATIONS AND PRESENTATIONS ................................................................... xv 
1 INTRODUCTION .......................................................................................................... 1 

1.1 Introduction ....................................................................................................................... 1 
1.2 A brief history of the debates about alternative measures of labour underutilisation ....... 5 

1.3 Rationale, aims and approach of the thesis ..................................................................... 12 
1.4 A brief history of Australian labour market statistics...................................................... 16 

1.5 Outline of the thesis ......................................................................................................... 31 
2 CONTEMPORARY LABOUR FORCE INDICATORS: METHODOLOGICAL 
CONSIDERATIONS ...................................................................................................... 34 

2.1 Introduction ..................................................................................................................... 34 

2.2 The definition of employment, unemployment and underemployment .......................... 35 
2.3 The labour force participation rate and hidden unemployment ...................................... 44 

2.4 The seasonal adjustment process..................................................................................... 49 
2.5 Visible underemployment ............................................................................................... 52 

2.6 Invisible underemployment ............................................................................................. 54 
2.7 The unemployment rate is really a proxy measure of Gross Domestic Product ............. 57 

2.8 Constructing labour market indicators ............................................................................ 61 
2.9 An evaluation of the seasonally adjusted unemployment rate ........................................ 66 

2.10 An evaluation of the volume measures of labour underutilisation ................................ 69 
2.11 Conclusion ..................................................................................................................... 72 

3 ALTERNATIVE LABOUR FORCE INDICATORS: UNWEIGHTED INDEXES ...... 75 
3.1 Introduction ..................................................................................................................... 75 

3.2 Health of the Labour Force Indices ................................................................................. 77 
3.3 The Job Quality Index ..................................................................................................... 82 

3.4 Measuring the Job-poor Labour Force ............................................................................ 85 
3.4.1 Introduction ........................................................................................................ 85 

3.4.2 The Structural Exclusion Index ........................................................................... 86 
3.4.3 The Adult Wage Polarisation Index..................................................................... 89 

3.4.4 The Adult Employment Vulnerability Index ....................................................... 91 
3.5 The Real Unemployment Rate ........................................................................................ 94 

3.5.1 Introduction ........................................................................................................ 94 
3.5.2 The Corrected Unemployment Rate .................................................................... 94 

3.5.3 The Real Unemployment Rate ............................................................................ 96 
3.6 Radar charts ..................................................................................................................... 99 

3.7 The Household, Income and Labour Dynamics in Australia (HILDA) Survey ........... 103 
3.8 An hours-based measure of unemployment .................................................................. 106 

3.9 Conclusion ..................................................................................................................... 109 
4 ALTERNATIVE LABOUR FORCE INDICATORS: WEIGHTED INDEXES .......... 111 

4.1 Introduction ................................................................................................................... 111 
4.2 Econometric regression ................................................................................................. 112 

4.2.1 Introduction ...................................................................................................... 112 
4.2.2 The Misery Index .............................................................................................. 114 

4.2.3 The Illfare Function .......................................................................................... 117 



 

4.2.4 An hours-based rate of hidden unemployment ................................................... 123 

4.2.5 Total Labour Underutilisation ........................................................................... 127 
4.2.6 Summary .......................................................................................................... 130 

4.3 Factor Analysis: Principal Components Analysis ......................................................... 131 
4.3.1 Introduction ...................................................................................................... 131 

4.3.2 Socio-Economic Indexes for Areas ................................................................... 133 
4.3.3 Summary .......................................................................................................... 135 

4.4 Logistic regression analysis: The Partial Credit Model ................................................ 137 
4.4.1 Introduction ...................................................................................................... 137 

4.4.2 The Partial Credit Model ................................................................................... 138 
4.4.2 Strength and weaknesses of the Partial Credit Model ........................................ 140 

4.5 Conclusion ..................................................................................................................... 142 
5 THREE NEW LABOUR MARKET INDICATORS .................................................. 144 

5.1. Introduction .................................................................................................................. 144 
5.2 The Real Unemployment Rate ...................................................................................... 147 

5.2.1 Real unemployment .......................................................................................... 147 
5.2.2. The real unemployment rate: The method ........................................................ 149 

5.3 The hours unemployment rate ....................................................................................... 157 
5.3.1 The hours-adjusted unemployment rate CU7 ..................................................... 157 

5.3.2 The hours unemployment rate: The method ...................................................... 166 
5.4 The comprehensive unemployment rate ....................................................................... 169 

5.4.1. The hours-adjusted unemployment rate CU8 .................................................... 169 
5.4.2 The comprehensive unemployment rate: The method ........................................ 173 

5.5 Conclusion ..................................................................................................................... 177 
6 LABOUR FORCE TRENDS ONE: THE OFFICIAL STORY OF THE SOUTH 
AUSTRALIAN LABOUR FORCE 1989 TO 2005 ........................................................ 179 

6.1 Introduction ................................................................................................................... 179 

6.1.1 Introduction ...................................................................................................... 179 
6.1.3 Aims of this chapter .......................................................................................... 180 

6.2 Unemployment in Australia and South Australia ......................................................... 181 
6.2.1 Unemployment in South Australia .................................................................... 181 

6.2.3 South Australia compared to the other states ..................................................... 185 
6.3 Other labour market indicators ...................................................................................... 187 

6.3.1 Introduction ...................................................................................................... 187 
6.3.2 Long-term unemployment ................................................................................. 188 

6.3.3 Average duration of unemployment .................................................................. 192 
6.3.4 Australia and South Australia: Annual earnings ................................................ 196 

6.3.5 Summary .......................................................................................................... 200 
6.4. Employment growth: The South Australian experience .............................................. 201 

6.4.1 Introduction ...................................................................................................... 201 
6.4.2 Total employment growth ................................................................................. 203 

6.4.3 Male employment growth ................................................................................. 205 
6.4.4 Female employment growth .............................................................................. 208 

6.4.5. Summary ......................................................................................................... 210 
6.5 Conclusion ..................................................................................................................... 211 

7 LABOUR FORCE TRENDS TWO: THE REAL STORY OF THE SOUTH 
AUSTRALIAN LABOUR MARKET 1989 TO 2005 .................................................... 214 

7.1 Introduction ................................................................................................................... 214 
7.2 Hidden unemployment: The real unemployment rate................................................... 216 

7.2.1 Introduction ...................................................................................................... 216 



 

7.2.2 Labour force participation gaps ......................................................................... 218 

7.2.3 Hidden unemployment: The real unemployment rate for South Australia .......... 222 
7.3 Visible underemployment:  The hours unemployment rate for South Australia .......... 229 

7.4 Hidden unemployment and visible underemployment: The comprehensive 
unemployment rate for South Australia .............................................................................. 235 

7.5 Conclusion ..................................................................................................................... 241 
8 LABOUR FORCE TRENDS THREE: THE REAL STORY OF THE AUSTRALIAN 
LABOUR MARKET 1989 TO 2005 ............................................................................. 245 

8.1 Introduction ................................................................................................................... 245 

8.1.1 Introduction ...................................................................................................... 245 
8.1.2 Aim of this chapter ........................................................................................... 246 

8.2 The conventional wisdom about the Australian labour market..................................... 248 
8.3 An alternative view of the Australian labour market: The real unemployment rate ..... 254 

8.3.1 Introduction ...................................................................................................... 254 
8.3.2 New South Wales ............................................................................................. 256 

8.3.3 Victoria ............................................................................................................. 259 
8.3.4 South Australia ................................................................................................. 261 

8.3.5 Western Australia ............................................................................................. 263 
8.3.6 Queensland ....................................................................................................... 266 

8.3.7 Tasmania .......................................................................................................... 268 
8.3.8 Summary .......................................................................................................... 269 

8.4 An alternative view of the Australian labour market:  The hours unemployment rate . 270 
8.4.1 Introduction ...................................................................................................... 270 

8.4.2 New South Wales ............................................................................................. 271 
8.4.3 Victoria ............................................................................................................. 274 

8.4.4 South Australia ................................................................................................. 276 
8.4.5 Western Australia ............................................................................................. 279 

8.4.6 Queensland ....................................................................................................... 280 
8.4.7 Tasmania .......................................................................................................... 282 

8.4.8 Summary .......................................................................................................... 284 
8.5 An alternative view of the Australian labour market:  The comprehensive unemployment 
rate ....................................................................................................................................... 285 
8.5.1 Introduction ...................................................................................................... 285 

8.5.2 New South Wales ............................................................................................. 287 
8.5.3 Victoria ............................................................................................................. 290 

8.5.4 South Australia ................................................................................................. 292 
8.5.5 Western Australia ............................................................................................. 295 

8.5.6 Queensland ....................................................................................................... 297 
8.5.7 Tasmania .......................................................................................................... 299 

8.5.8 Summary .......................................................................................................... 300 
8.6 Conclusion ..................................................................................................................... 302 

9 IMPLICATIONS FOR THE MEASUREMENT OF LABOUR UNDERUTILISATION
 ...................................................................................................................................... 305 

9.4 Some recommended changes for the Labour Force Survey ......................................... 318 
9.5 Conclusion ..................................................................................................................... 321 

9.6 Suggestions for further research .................................................................................... 324 
BIBLIOGRAPHY ......................................................................................................... 326 

 



 

LIST OF TABLES 
 
Table 2.1: Criteria to be used when constructing labour force indexes and indicators ....... 66 
Table 2.2: Evaluation of the seasonally adjusted unemployment rate. .............................. 67 

Table 2.3: Evaluation of the volume measures of labour underutilisation ......................... 71 
Table 3.1: Items making up the Health of the Labour Market Indices .............................. 80 

Table 3.2: Component indicators of the Job Quality Index ............................................... 84 
Table 3.3: The Job Quality Index, 1996 to 2001 .............................................................. 84 

Table 3.4: The Structural Exclusion Index ....................................................................... 87 
Table 3.5: Structural Exclusion Index, May 1998, Canada ............................................... 87 

Table 3.6: Adult Wage Polarization ................................................................................. 90 
Table 3.7: Adult Employment Vulnerability Index .......................................................... 93 

Table 3.8: Alternative measures of coalfield unemployment, April 1991 ......................... 98 
Table 3.9: Underutilisation, unemployment and underemployment among the workforce 
aged 15 to 64, per cent, Australia, 2001 ......................................................................... 104 
Table 3.10: Underutilisation and unemployment measures, Australia, 1980 to 2000 ...... 107 

Table 4.1: Misery Index, Australia 1978 to 2005, per cent ............................................. 115 
Table 4.2: Estimates of the level of unemployment, USA 1976 to 1990 ......................... 120 

Table 4.3: Estimates of the welfare cost of unemployment, Australia, 1975 to 1997 ...... 121 
Table 4.4: Underutilisation and unemployment measures, Australia, 1980 to 2000 ........ 124 

Table 4.5: Estimates of the welfare cost of unemployment, Australia, 1980 to 2007, 
selected years ................................................................................................................ 126 

Table 4.6: Trend unemployment rate and total labour underutilisation, Australia, 1980 to 
1995, per cent ................................................................................................................ 130 

Table 5.1: Evaluation of real unemployment.................................................................. 148 
Table 5.2: Labour force participation rate, Australia, persons, 1989 to 2005, per cent .... 151 

Table 5.3: Labour force participation rate, Australia, males, 1989 to 2005, per cent ....... 152 
Table 5.4: Labour force participation rate, Australia, females, 1989 to 2005, per cent .... 153 

Table 5.5: Evaluation of the real unemployment rate ..................................................... 157 
Table 5.6: The Bureau of Labor Statistics alternative measures of labour underutilisation
 ...................................................................................................................................... 159 
Table 5.7: Alternative measures of labour underutilisation and underemployment for 
Australia ........................................................................................................................ 159 
Table 5.8: Evaluation of the hours-adjusted unemployment rate CU7 ............................ 164 

Table 5.9: Evaluation of the hours unemployment rate .................................................. 168 
Table 5.10: Evaluation of the hours-adjusted unemployment measure CU8 ................... 172 

Table 5.11: Evaluation of the comprehensive unemployment rate .................................. 177 
Table 6.1: Trend unemployment rate, Australia and South Australia, per cent, 1989 to 2005
 ...................................................................................................................................... 182 
Table 6.2: Trend unemployment rate, Australia by State, 1989 to 2005, per cent ........... 186 

Table 6.3: Long–term unemployed as a percentage of total unemployment, Australia and 
South Australia, per cent, 1989 to 2005 ......................................................................... 189 

Table 6.4: Average duration of unemployment, Australia and South Australia, weeks, 1989 
to 2005 .......................................................................................................................... 193 

Table 6.5: Adult average weekly earnings Australia, 1989 to 2005, dollars .................... 197 
Table 6.6: Adult weekly earnings South Australia, 1989 to 2005, dollars ....................... 198 

Table 6.7: Employment growth Australia, 1989 to 2005, (‘000s) ................................... 202 
Table 6.8: Employment growth South Australia, 1989 to 2005, (‘000s) ......................... 202 

Table 7.1: Labour force participation rate, Australia and South Australia, 1989 to 2005, per 
cent ............................................................................................................................... 220 



 

Table 7.2: Trend and real unemployment, South Australia, 1989 to 2005, per cent ........ 223 

Table 7.3: Trend and hours unemployment rate, South Australia, 1989 to 2005, per cent 232 
Table 7.4: Trend and comprehensive unemployment rate, South Australia, 1989 to 2005, 
per cent ......................................................................................................................... 236 
Table 8.1: Trend unemployment rate, Australia, persons, 1989 to 2005, per cent ........... 248 

Table 8.2: Trend unemployment rate, Australia, males, 1989 to 2005, per cent .............. 249 
Table 8.3: Trend unemployment rate, Australia, females, 1989 to 2005, per cent ........... 249 

Table 8.4: Real unemployment rate, Australia, persons, 1989 to 2005, per cent ............. 255 
Table 8.5: Real unemployment rate, Australia, males, 1989 to 2005, per cent ................ 256 

Table 8.6: Real unemployment rate, Australia, females, 1989 to 2005, per cent ............. 256 
Table 8.7: Hours unemployment rate, Australia, persons, 1989 to 2005, per cent ........... 272 

Table 8.8: Hours unemployment rate, Australia, males, 1989 to 2005, per cent .............. 273 
Table 8.9: Hours unemployment rate, Australia, females, 1989 to 2005, per cent ........... 273 

Table 8.10: Comprehensive unemployment rate, Australia, persons, 1989 to 2005, per cent
 ...................................................................................................................................... 286 

Table 8.11: Comprehensive unemployment rate, Australia, males, 1989 to 2005, per cent
 ...................................................................................................................................... 286 

Table 8.12: Comprehensive Unemployment Rate, Australia, females, 1989 to 2005, per 
cent ............................................................................................................................... 287 

 



 

LIST OF FIGURES 
 
Figure 1.1: Australian Bureau of Statistics, Labour Force Framework ............................. 23 
Figure 1.2: Labour supply activity framework ................................................................. 25 

Figure 1.3 Australian Bureau of Statistics, conceptual framework, underemployed workers
 ........................................................................................................................................ 28 

Figure 2.1: The participation and unemployment rates, Australia 1978 to 2005, per cent . 47 
Figure 3.1: Adult Wage Polarization, age and median wage, May 1998 ........................... 91 

Figure 3.2: European Union labour force performance, 1997 and 1992, employment 
indicators, USA ............................................................................................................. 102 

Figure 3.3: European Union Labour Force performance, 1997 and 1992, Unemployment 
Indicators, USA ............................................................................................................. 102 

Figure 3.4: Underutilisation and unemployment measures, Australia, 1980 to 2000 ....... 109 
Figure 4.1: Misery Index, Australia 1978 to 2005, per cent ............................................ 116 

Figure 4.2: Seasonally adjusted unemployment rate and hours-adjusted unemployment, 
Australia, 1980 to 2000 ................................................................................................. 125 

Figure 5.1: Labour force participation pate, South Australia and Australia, persons, 1989 to 
2005, per cent ................................................................................................................ 151 

Figure 5.2: Labour force participation rate, South Australia and Australia, males, 1989 to 
2005, per cent ................................................................................................................ 154 

Figure 5.3: Labour force participation rate, South Australia and Australia, females, 1989 to 
2005, per cent ................................................................................................................ 156 

Figure 6.1: Trend unemployment rate, Australia and South Australia, per cent, 1989 to 
2005, Persons ................................................................................................................ 184 

Figure 6.2: Trend unemployment rate, Australia and South Australia, per cent, 1989 to 
2005, males ................................................................................................................... 184 

Figure 6.3: Trend unemployment rate, Australia and South Australia, per cent, 1989 to 
2005, females ................................................................................................................ 185 

Figure 6.4: Trend unemployment rate, Australia by State, 1989 to 2005, per cent .......... 186 
Figure 6.5: Long–term unemployed as a percentage of total unemployment, Australia and 
South Australia, persons, per cent, 1989 to 2005............................................................ 190 
Figure 6.6: Long–term unemployed as a percentage of total unemployment, Australia and 
South Australia, males, per cent, 1989 to 2005 .............................................................. 192 
Figure 6.8: Average duration of unemployment, Australia and South Australia, persons, 
weeks, 1989 to 2005 ...................................................................................................... 195 
Figure 6.9: Average duration of unemployment, Australia and South Australia, males, 
weeks, 1989 to 2005 ...................................................................................................... 195 
Figure 6.10: Average duration of unemployment, Australia and South Australia, females, 
weeks, 1989 to 2005 ...................................................................................................... 196 
Figure 6.12: Adult weekly earnings Australia and South Australia, females, 1989 to 2005, 
dollars ........................................................................................................................... 199 
Figure 6.13: Adult weekly earnings Australia and South Australia, persons, 1989 to 2005, 
dollars ........................................................................................................................... 199 
Figure 6.14: Employment growth Australia and South Australia, full-time employment, 
persons, 1989 to 2005, index numbers ........................................................................... 204 
Figure 6.15: Employment growth Australia and South Australia, part-time employment, 
persons, 1989 to 2005, index numbers ........................................................................... 204 
Figure 6.16: Employment growth Australia and South Australia, full-time employment, 
males, 1989 to 2005, index numbers .............................................................................. 206 



 

Figure 6.17: Employment growth Australia and South Australia, part-time employment, 
males, 1989 to 2005, index numbers .............................................................................. 206 
Figure 6.18: Employment growth Australia and South Australia, full-time employment, 
Females, 1989 to 2005, index numbers .......................................................................... 209 
Figure 6.19: Employment growth Australia and South Australia, part-time employment, 
females, 1989 to 2005, index numbers ........................................................................... 210 
Figure 7.1: Labour force participation rate, Australia and South Australia, 1989 to 2005, 
per cent, persons ............................................................................................................ 221 
Figure 7.2: Labour force participation rate, Australia and South Australia, 1989 to 2005, 
per cent, males............................................................................................................... 221 
Figure 7.3: Labour force participation rate, Australia and South Australia, 1989 to 2005, 
per cent, females............................................................................................................ 222 
Figure 7.4: Trend and real unemployment, South Australia, 1989 to 2005, per cent, persons
 ...................................................................................................................................... 224 
Figure 7.5: Trend and real unemployment, South Australia, 1989 to 2005, per cent, males
 ...................................................................................................................................... 226 
Figure 7.6: Trend and real unemployment, South Australia, 1989 to 2005, per cent, females
 ...................................................................................................................................... 228 
Figure 7.7: Trend and hours unemployment rate, South Australia, 1989 to 2005, per cent, 
persons .......................................................................................................................... 233 
Figure 7.8: Trend and hours unemployment rate, South Australia, 1989 to 2005, per cent, 
males ............................................................................................................................. 234 
Figure 7.9: Trend and hours unemployment rate, South Australia, 1989 to 2005, per cent, 
females .......................................................................................................................... 234 
Figure 7.10: Trend and comprehensive unemployment rate, South Australia, 1989 to 2005, 
per cent, persons ............................................................................................................ 237 
Figure 7.11: Trend and comprehensive unemployment rate, South Australia, 1989 to 2005, 
per cent, males............................................................................................................... 238 
Figure 7.12: Trend and comprehensive unemployment rate, South Australia, 1989 to 2005, 
per cent, females............................................................................................................ 240 
Figure 8.1: Trend unemployment rate, New South Wales, 1989 to 2005, per cent .......... 251 

Figure 8.2: Trend unemployment rate, Victoria, 1989 to 2005, per cent ......................... 251 
Figure 8.3: Trend unemployment rate, South Australia, 1989 to 2005, per cent.............. 252 

Figure 8.4: Trend unemployment rate, Western Australia, 1989 to 2005, per cent .......... 253 
Figure 8.5: Trend unemployment rate, Queensland, 1989 to 2005, per cent ................... 253 

Figure 8.6: Trend unemployment rate, Tasmania, 1989 to 2005, per cent ....................... 254 
Figure 8.7: Real unemployment rate, New South Wales, 1989 to 2005, per cent ............ 257 

Figure 8.8: Real unemployment rate, Victoria, 1989 to 2005, per cent ........................... 260 
Figure 8.9: Real unemployment rate, South Australia, 1989 to 2005, per cent ................ 262 

Figure 8.10: Real unemployment rate, Western Australia, 1989 to 2005, per cent .......... 265 
Figure 8.11: Real unemployment rate, Queensland, 1989 to 2005, per cent .................... 267 

Figure 8.12: Real unemployment rate, Tasmania, 1989 to 2005, per cent ....................... 269 
Figure 8.13: Hours unemployment rate, New South Wales, 1989 to 2005, per cent ........ 274 

Figure 8.14: Hours Unemployment Rate, Victoria, 1989 to 2005, per cent ..................... 275 
Figure 8.15: Hours unemployment rate, South Australia, 1989 to 2005, per cent ........... 277 

Figure 8.16: Hours unemployment rate, Western Australia, 1989 to 2005, per cent........ 280 
Figure 8.17: Hours unemployment rate, Queensland, 1989 to 2005, per cent ................. 282 

Figure 8.18: Hours unemployment rate, Tasmania, 1989 to 2005, per cent..................... 284 
Figure 8.19: Comprehensive unemployment rate, New South Wales, 1989 to 2005, per cent
 ...................................................................................................................................... 290 



 

Figure 8.20: Comprehensive unemployment rate, Victoria, 1989 to 2005, per cent ........ 291 

Figure 8.21: Comprehensive unemployment rate, South Australia, 1989 to 2005, per cent
 ...................................................................................................................................... 294 

Figure 8.22: Comprehensive unemployment rate, Western Australia, 1989 to 2005, per 
cent ............................................................................................................................... 297 

Figure 8.23: Comprehensive unemployment rate, Queensland, 1989 to 2005, per cent ... 298 
Figure 8.24: Comprehensive Unemployment Rate, Tasmania, 1989 to 2005, per cent .... 300 

 



 

ABSTRACT 

 

The official labour force statistics that are used in Australia have serious limitations. While 

appropriate for characterising the employment and unemployment situations of a labour 

market dominated by standard employment relations, however, they may now be 

inappropriate as standard employment relations no longer dominate the Australian labour 

market. Over the past 25 years, significant restructuring of both the economy and the 

labour market has occurred resulting in slower growth of full-time employment, a 

substantial increase in part-time work, a continued decline in the male labour force 

participation rate and a continued increase in the female participation rate. As a result, two 

serious problems emerged in the Australian labour market in the wake of the recession of 

the early-1990s, a substantial increase in both hidden unemployment and visible 

underemployment, which were not reflected in the official Australian measures of labour 

underutilisation, that is the seasonally adjusted unemployment rate and the trend 

unemployment rate. 

 

Up until the late-1980s, hidden unemployment and visible underemployment were not 

important sources of labour underutilisation in Australia, but they now contribute 

significantly to the level of labour underutilisation. Herein lies the problem that is the crux 

of this thesis. The growth in hidden unemployment and visible underemployment means 

that the official measures of labour underutilisation for Australia, the seasonally adjusted 

unemployment rate and the trend unemployment rate, no longer provide accurate estimates 

of labour underutilisation. In fact, they essentially only measure cyclical unemployment 

and frictional unemployment, which are the core forms of unemployment and joblessness 

associated with standard employment relations. Consequently, they no longer provide an 



 

appropriate basis for the development of employment, economic and social policy in 

Australia. New indicators are needed that yield better measures of labour underutilisation 

and hence provide a better basis for public policy. 

 

This thesis develops three new labour market indicators that are then used to re-examine 

the experience of the South Australian labour market over the period 1989 to 2005. The 

first section of the thesis provides a critical review of the official Australian Bureau of 

Statistics labour force indicators, and a range of alternative labour force indicators that 

have been developed since the 1990s. This discussion leads to the development of three 

new labour force indicators with the particular characteristic of providing broad 

accessibility for labour market analysts and policy makers including those who generally 

are not literate in econometric techniques. The second section uses these labour force 

indicators to re-examine, and re-interpret, the experience of the South Australian labour 

market over the period 1989 to 2005. The third section draws conclusions from this 

analysis, arguing in particular that the actual level of labour underutilisation in South 

Australia is about treble the level that is obtained from either the seasonally adjusted 

unemployment rate or the trend unemployment rate. Some key policy implications of this 

finding are then discussed. 
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