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B e w a r e  t h e  l a w  o f  

u n i n t e n d e d  c o n s e q u e n c e s

A s Australia's Workchoices engine gathers 
speed, it is amusing to see 'the market' 
en thus ias tica lly  tou ted  as the answer 

to  our every econom ic  cha llenge. Rem oving 
long-standing labour law lim its on industry and 
freeing-up em ploym ent to 'm arket forces' w ill 
boost productiv ity , increase em ploym ent and 
tackle our d isappo in ting  labour pa rtic ipa tion  
rates, we are to ld . Adam  Smith's supposedly 
'inv is ib le  hand' is featuring w ide ly  in jus tifica ­
tions for further deregulation of the Australian 
economy. Yet as well as ignoring many of Smith's 
views on the downside o f unrestrained markets, 
his present-day admirers seem unaware o f his 
interest in un in tended consequences. Smith's 
w ritings are fu ll o f examples o f bad outcomes 
arising from good intentions. In this, o f course, 
he was merely illustrating the 16th century prov­
erb about the road to hell -  it's paved w ith good 
intentions.

W hat does this have to do w ith Workchoic­
es? W ell, qu ite  a lot, actually. In a globalised 
w orld, Australia has no bigger challenge than to 
m aintain -  or idea lly increase -  its w orkforce. 
Presently, the national labour partic ipation rate 
stands at 64.4 per cent, having risen s lo w ly  
since 1979 when it stood at 60.8 per cent. But 
our w orkforce is ageing. By the 2020s, it is like ­
ly to be grow ing on ly  a quarter as qu ick ly  as it 
d id  in the 1980s. A ccord ing  to 2005 Treasury 
m odelling, ageing alone cou ld cause aggregate 
partic ipation to fall a fu ll ten percentage points 
to on ly  54 per cent over the next 30 years. This 
w ou ld  be a huge setback for the economy. Put 
simply, the potentia l econom ic growth rate is a 
com bination of growth in the workforce and im ­
proved productivity. W ithou t major productiv ity 
im provem ent -  and it has recently been fa lling  
-  s low er w ork fo rce  grow th w ill mean s low er 
econom ic growth. No w onder federal Treasurer 
Peter Costello talks about demography as dest­
iny. No wonder he told the ABC recently: 'W e've 
got to increase labour partic ipation '.

But how  to do it? The strongest source of 
employment growth in Australia in the last 20 years 
has been female part-time work. Librarians have 
featured strong ly in this. W om en's fu ll- t im e  
em ploym ent has grown slightly faster than total 
employment, but part-tim e work has increased 
much more rapidly. Nevertheless, women's partic­
ipation (55.6 per cent) remains well below that of 
men (72 per cent). It is lower than in comparable 
countries too: Canada (61.7 per cent), Denmark 
(60.4 per cent), N orway (59.8 per cent), Swe­
den (59.7 per cent) and US (59.2 per cent), for 
example. So it is not d ifficu lt to conclude that the 
single biggest contributor to a fix for Australia in 
the years ahead could be action that maintains 
the strong recent grow th in women's em p lo y­
ment and brings their participation rates closer to 
men's. Self-evidently, this means making it easier 
for women to work and, most importantly, easier 
for them to work in ways that do not neglect the
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much ta lked-abou t w o rk /fa m ily  balance. And 
here's where Workchoices comes in.

Speaking at the recent 2006 ACIRRT Confer­
ence in Sydney, Sex Discrim ination Commission­
er Pru Goward made some powerful points in her 
paper 'W orkchoices: advance or setback for Aus­
tralian w orking life?' The wage gap between men 
and women really on ly starts to bite when w om ­
en are around thirty, she says. That is, when many 
are having ch ild ren . Strong evidence suggests 
ch ild -ra is in g  is the p rim ary  source o f fem ale 
disadvantage. In Australia, there is a notable de­
crease in women's workforce participation in the 
age groups 2 5 -2 9  to 35 -39 . This is not apparent 
to anything like the same extent in the USA, UK 
or Canada. Am ong wom en aged th irty  to  forty 
w ith  two or m ore children, 43 per cent o f Aus­
tralians are in the workforce, compared to 81 per 
cent in Sweden and 64 per cent in the USA.

After many years o f struggle, there has at 
last been some modest im provem ent in fam ily  
-friendly benefits in Australia. But predom inantly 
these improvements, m aternity leave and genu­
inely flex ib le  w o rk ing  hours for example, have 
been won through co llective  effort. Paid mater­
n ity  provis ions are ava ilab le to staff in 60 per 
cent o f Austra lia 's top tw o  hundred organ isa­
tions and in its pub lic  sector institutions mostly 
through co llective  agreements and other whole- 
o f-w o rk fo rce  po lic ies . In stark contrast, on ly  
8 per cent of in d iv idu a l Australian W orkp lace  
Agreem ents (AW As) con ta in  pa id  m a te rn ity  
clauses. Yet a switch to AWAs is the centrepiece 
o f Workchoices.

The ab ility  o f fam ilies to balance w ork  and 
fam ily  rests heavily on how w ork ing hours are 
arranged. Recent analyses o f AWAs confirm  that 
em ployers often use them to increase opera t­
ing hours and reduce or even remove penalty 
rates. Overall, AWAs provide for longer w orking 
hours than collective agreements, contain fewer 
overtim e benefits and make it much easier for 
employers to unila terally require additional time 
to be worked, often at short notice. Further con­
cerns arise from the like lihood of a further surge 
in casual w ork  under the new system, since in ­
secure em p lo ym e n t often damages w o rk /life  
balance.

Nobody w ould  sensibly argue that Australia's 
new industria l regime is de libera te ly intended 
to put pressure on an a lready-w orry ing labour 
pa rtic ipa tion  rate. Its Intergenerational Report 
(002-03 Budget Paper N° 5) c learly shows the 
government regards this as a critica l issue for at­
tention. But the risk of unintended consequenc­
es looks very real. The Treasurer has said 'W e've 
got to increase pa rtic ipa tion  amongst wom en 
com ing  back in to  the w o rk fo rce '. Fie is right. 
The concern is that, on the face o f it, downward 
pressure on m atern ity leave benefits, reduced 
bargaining pow er in AWAs and less capacity to 
ta ilo r hours to suit domestic circumstances just 
do not look like the way to achieve it. ■
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