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ABSTRACT 

This thesis is addressed to what is likely to be the single 

most important issue in New Zealand during the next decade: unemployment. 

The increasing levels of unemployment, inherited from the late 1970's, 

have posed social problems, not only on the state, but on society 

itself. 

The starting point for this thesis is the material conditions 

of New Zealand capitalism; namely, the production relations. In 

other words, the analysis presented here deals with capitalism as 

a system of production, where the emphasis is on the relations between 

classes in the process of production and exchange. This thesis, 

therefore, is concerned with the impact of unemployment on society 

as a consequence of capitalist production. 

The burden of unemployment is not evenly distributed but, rather, 

is concentrated on certain sections of the labour-force. Three-

quarters of those registered as unemployed, for example, are under 

30 years of age and nearly half under 20. The uneven concentrations 

of unemployment imply uneven social effects which demand ~~ec1F1c forms 

of state attention. The point is that, since the conditions of 

employment.arise from.the law of capital ,accwpulation,so, too, do the 

conditions of unemployment. Furthermore, the conditions of 

employment and unemployment are characterised by specific forms (such 

as the prevalence of divisions within the labour-force) and 

simultaneously encourage particular types of stat~ activity. 

Above all, this thesis concentrates on the effect of unemployment 

on capital and provides an assessment of current state policies. 

Accordingly, the major focus is on the rising levels of unemployment 

in New Zealand (and their social effects) within the sphere of 

production. 



CHAPTER I 

Introduction 

Since about 1974 New Zealand has experienced persistent and 

rising unemployment. Though the unemployment levels are not 

excessive, by world standards, they are nevertheless 'socially' 

excessive and stand in stark contrast to the near full employment 

conditions during the post-war years at least up to about 1967 

(when the first signs of unemployment appeared). Beginning in 

19771 however, registered unemployment jumped markedly from 7 9385 

to 249680 (in 1978) and it has increased relentlessly since. 1 

Underlining the deteriorat~on in New Zealand's productive activity 

is the declining availability of jobs, a situation admit tee\ even in 

the guarded language of official statistics. 

It is against this background of rising unemployment that the 

thesis aims to provide an assessment of unemployment within the 

totality of capitalist relations~in New Zealand. The primary 

purpose of this work is to examine capitalist unemployment 1 r1 the 
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context of capitalist employment. In turn, the form in which work 

is given is itself determined by the conditions of capitalist 

production. The focus is therefore upon the implications of 

unemployment, its causes and effects, not only in terms of government 

policies but on New Zealand society generally. Since capitalist 

relations of production constitute the foundations upon which 

social (and political) structures arise, it will be argued that 

it is only at the level of production that unemployment may really 

be understood. 

Unemployment has, to a certain extent, become a political 

football and is no longer only a measure of productive activity, but 



also a political measure of social management. Official definitions 

of unemployment therefore tend to reflect the political purposes to 

which they are used. The statistics of the Department of Labour, 

for example, covers only those persons who have chosen to register and 

hence the statistics underestimate the real level of unemployment. 

There are three basic reasons why they do so.
2 First, the Labour 

Department is not primarily intended to be a Labour exchange. 

Employers are not, for instance, required to notify the Department of 

any vacancies. Second, the advantage of registration is directly 

related to the entitlement to an unemployment benefit and, since not 

all unemployed persons are eligible (notably wives and those under 

sixteen years of age), these groups tend to be under;:;.r-p:pr-eooi:i<f.;ed:'i.in(;the 

Department's statistics. Third, some social groups are discouraged 

from registering as a result of pressures in conformity with status, 

pride and sex. A recent paper (based on the 1981 census figures) 

has suggested that about 28 percent more people are unemployed than 

are actually registered with the Labour Department.3 Since 

census statistics are infrequent, they are of limited use in short-term 

analysis, even though they do give a more accurate description of the 

level of unemployment. However, despite the underestimation of 

the official statistics, these have been used throughout this work 

and are supplemented (where possible) by independent research. In 

defence of this practice, I can only emphasise that it is not simply 

the figures but the meaning behind the figures which forms the basis 

f.or this enquiry. Furthermore, the most comprehensive statistics 

available for the assessment of unemployment are those of the Labour 

Department. 

thesis. 

I now briefly outline the construction of the 

3 



I. THE OBJECT AND AIM OF THESIS : 

The thesis consists of four main sections. In this 

first chapter there will be some back.ground material on the 

performance of tile production system in New Zealand, its 

relationship to productive activity and employment. Also 

included is the meaning of employment in relation to the 

determination of wages, profits and ideology. The aim is not 

primarily to set out a theory of unemployment but, rather, to 

locate the cause of unemployment in the sphere of production. 

In the second chapter, there is an analysis of the causes 

and levels of unemployment with particularra'erence to the form 

employment assumes in capitalist society. It therefore 

includes some statistical material on participation rates 

(full-time, part-time and turnover rates). It is argued 

that unemployment cannot be isolated from the mode of productive 

activity within which it occurs. That is, the conditions of 

capitalist employment ·are at •.once the conditions of capitalist 

unemployment, since both arise from the basis of capitalist 

production. 

The third chapter focuses on the consequences of 

unemployment, not only for the unemployed but also the employed. 

There is particular emphasis on the relationship between 

unemployment and the young, the aged, and its effects upon 

national health. In addition to these areas, there are 

underlying tqemes which are the maintenance and reproduction 

of the ideologies of work (their consequences and effects) on 

the unemployed. Included in this chapter is an examination of 

the costs of unemployment on society. 

The fourth chapter concentrates on the management of 

unemployment by the statee This analysis includes the 

4 



substantive aspects of both short and long term policies 

covering the proposed wage/tax tradeoff, the 'think-big' schemes 

and the proposals on youth wage rates. The emphasis in the 

evaluation of these policies is on their intended effects of 

raising employment levels by spurring on productive activity. 

Though much of this discussion is examined earlier, its 

relevance to Government policy is the primary aim of this chapter. 

In the final chapter, the conclusion, the previous chapters 

are linked together in a more general description of unemployment, 

its various forms and its impact upon New Zealand capitalism. 

The major theme is therefore an assessment of the social 

dimensions of unemployment in the context of a classbound 

capitalist society. 

Il. THE PRODUCTION SYSTE)I: 

New Zealand is a capitalist society which has been faced 
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with declining G.D. P., rising inflation and falling profitability. 

Apart from a 2.30/4 increase in 1978/79 as a result of the 

Government's expansionary policies, the trend in real G.D. P. 

growth has shown a long term decline. The raising of oil prices 

in 1979,· the recessions in both the United Kingdom and United 

States, and a general decline in New Zealand's balance of 

payments have been seen by Government as the £orces behind the 

worsening condition of New Zealand's productive activity 

(manifested by a rapid rise in unemployment)~ 

The benefits of the rapid rise in New Zealand's export 

receipts since 1973 have been offset by higher levels of imports 



(not only by volume but also in terms of capital), which have 

led to restriction in growth. The increases in export receipts 

have therefore been insufficient to curtail the rising costs of 

imports which are required in the manufacture of exports. However, 

the expansion into the export sectors, supported through the various 

incentive schemes by government, has led not only to a shift away 

from the domestic market4 but an increase in the dependence upon 

imports (to improve technological efficiency) and a corresponding 

d t . . th 1 1 f . b t ·t· 5 re uc 10n 1n e eve o Jo oppor un1 1es. The dependence upon 

increased purchases of foreign technology required an increasing 

import bill and, in the pursuit of competitiveness, resulted in 

pressures to raise the productiveness of labour power. This, 

in turn, implied the continual replacement of labour through 

increased modernisation. The importance of the manufacturing 

sectors, in terms of export receipts, is sho,m in the table 

.below ( table 1: 1). 

Table 1:1 Composition of Export Receipts 1961 - 1980 
(percent of total commodity Export receipts) 

Other Total 
June Dairy pastoral pastoral Manuf-
YEAR products Meat Wool products products Forestry -acturing 

1961 23.6 28.1 34.0 7.3 93.0 3.0 0.8 
1966 25.3 27.1 30.6 8.2 91.2 3.4 1.9 
1971 21.9 34.7 17.3 8.1 82.0 6.5 6.7 
1976 19.0 27.1 20.6 7.2 73.9 7.9 13.8 
1980 15.8 25.8 18,8 7.8 68.2 9.7 16.0 

6 

Source: Economic Monitoring Group, Economic Trends and Policies 
Report No 4, April 1981, p.15. 

It is pertinent to note that the areas of growth are in the 

forestry, manufacturing and 'Other' categories (particularly in 

manufacturing where the greatest increases occur). At the same 

Other 

3.2 
3.5 
4.8 
4.4 
6.1 



time, however, the number of jobs in the manufacturing secto~ 

6 has decreased by 3.7% in the year 1980-81. The point is 

that an increase in manufactured exports does not necessarily 

(and, in New Zealand's case, has not) mean a rise in direct 

employment. There can be no doubt that import costs provide 

a direct influence on inflation since the import bill will 

7 

offset both the domestic market and the export sectors. The 

export strategy adopted by government has exposed New Zealand 

producers to foreign capitals and encourages technological 

solutions to the. problems of competitiveness (particularly so 

within the manufacturing industries), because it is capitalisation, 

above all, which determines export efficiency. Furthermore, 

recent New Zealand experience suggests that the export drive 

cannot deal with the rising balance of payments deficit and has 

aggravated, rather than alleviated, the current employment 

difficulties. 

If we consider the domestic market in isolation, the 

expansion of productive activity implies an increase in the 

aggregate demand for labour-power (assuming that tL 

productive activity was not technologically induced). 

e in 

The 

process of expansion results not only in raising the level of 

employment but also the 'price• of labour-power (assuming that 

the moderating effects on the average wage by the pressures 

of the unemployed are discounted). The resulting reduction 

in the rate of profit (since variable capital costs rise), 

exerts downward pressures on the rate of capital accumulation, 

thereby depressing aggregate demand. This process, in turn, 

leads to a contraction of productive activity, giving rise to 

declining wages (or, at least, the declining pur~asing power 

of wages) and rising unemployment. The contraction of 

productive activity :represents the 11discrepancy between material 
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and value production: its approach is signalled by a slackening 

rate of accumulation, an over-production of commodities, and an 

7 increase in unemployment". 

The capitalist crisis is simply the specific manner in 

which capital reasserts the law of value. Crises are 

therefore an inherent characteristic of capitalistic production. 

If we now consider an open market incorporating the 

interactive forces of the international market, it is not clear 

that, at least in the New Zealand case, competition from more 

advanced capitals could lead to higher overall export receipts 

(than import costs), and lead to rising levels of employment. 

New Zealand has comparatively low levels of capitalisation 

(and is correspondingly undeveloped in terms of a technological 

infrastructure) to either compete favourably with foreign 

capitalists or absorb the displaced labour force resulting 

from the replacement of labour through technology. Further, 

the increased technicalisation would lead not only to the 

displacement of workers but the rising organic composition of 

capital: a process whereby the ratio of constant capital to 

variable capital increases and puts downward pressures on the 

rate of profit. This aspect will be considered in depth in 

chapter four in relation to Government policy. Suffice it, 

at present, to note that employment levels are intimately linked 

to both the level of productive activity and the specific areas 

in which productive activity occurs. The examination of 

unemployment therefore implies an assessment within the 

specific mode of productive activity; namely, the class 

character of capitalist society. 



9 

(i) Class 

The concept of class has a definite meaning pertaining 

to groups of people sharing a common relationship to the means 

of production. Briefly, the process of capitalist production 

is at once the basis in which people enter into specific relations 

with one another, not simply as individuals but as members of a 

particular social class. In a capitalist society, there 

are two basic and antagonistic classes - the capitalists who own 

the means of production _and who, by virtue of that ownership, 

exploit the other; and the labouring class (who have only their 

labour-power to sell). The classes are antagonistic precisely 

because the former extracts the surplus product from the labour 

of the latter. Since all capitalist societies comprise other 

modes of production as well, there are social classes other than 

the capitalist and working classes. However, since the 

capitalist mode of production predominates, the antagoni$m 

between the capitalist and working classes also predominateo. 

However, under the capitalist mode of production, goods and 

services are produced in order to realise the surolus, rather 

than for their specific use by the producer. As owners of the 

means of production, the capitalist class control not only the 

production of commodities but, in the process of production, 

the conditions under which work is offered. Further, the 

conditions of employment include also the level of material 

subsistence which is given to the labour force in the form of 

wages. What the level of mtienal subsistence is (as real 

wages) is the subject of the next section. 



(ii) Determination of Real Wages 

In capitalist society, wage labour predominates as the 

form in which work is given and the value of labour-power (as 

that of all other commodities) is determined by the labour time 

socially necessary for its reproduction. Labour-power's value 

is thus no more than a definite quantity of the average labour of 

society incorporated in it and assumes its form as the 'price' of 

labour. The determinant of the wage is therefore the value of 

labour-power which is the socially necessary time required to 

reproduce a working class family at an historically and socially 

determined standard of living. What the standard of living 

actually is depends upon what proportion of the total labour time 

10 

employed is given to reproducing that labour-power. Further, the 

time taken for the reproduction of labour-power is determined by 

the rate of exploitation (surplus extraction) which is required in 

maintaining capital .accumulation. The level of the wage (in 

terms of consumption power) is therefore determined by the 

productivity of labour-power (the quantity of values produced). 

Assuming a high level of productive forces, the value of labour

power can generate a higher standard of living than when less 

advanced productive forces are used, because highly productive 

labour-power creates the same value but receives more goods for 

a reduced value in return (and leaves a greater period in which to 

create surplus value). What must be stressed is that the 

distinction between real wages and its monetary form is that it 

is not measured in quantity of money but in the actual quantity 

of commodities which it can purchase. The relationship 

between the value of labour-power and the process of production 

is the subject of the next section. 



(iii) Profit, Employment and the Capitalist Circuit 

The relation between profit and employment can be examined with 

reference to the driving force of capital accumulation; namely, the 

completion of the capitalist circuit represented by the formula 

M - ~ - P - C' - M' where money capital (M) is converted into the 

means of production (MP) and labour-power (LP). The process of 

production (P) results in new commodities (c•) which, when sold, are 

transformed into a greater quantity of money capital (M') than was 

The difference between Mand M' represents 

the profit (values greater than the values paid in the form of wages) 

and the profit is hence the unpaid labour time in which a quantity of 

values bas been produced. The point may be explained more fully 

if we consider how the values of the products are made up. The 

value of the final product implies three constituent components:-

( (a) the value of raw materials 
means of production ( 
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( (b) the value of the tools oP production 

(c) the value added by labour-power 

Whereas the values of the means of production (a plus b) are simply 

transferred (and thus· remain constant), the values added by labour

power exceed the values which the capitalist pays in the form of wages. 

The workers (as suppliers of labour-power) are therefore exploited 

in the sense that they are paid less, in terms of value, than what 

they added to the commodities produced. The commodity labour-power 

is sold by the worker, not on the basis of the values created by 

labour-power, but rather the workers' capacity to labour, the labour-

power. The origins of surplus value creation is at once the 

origins of profit. 

Furthermore, profit is the motive of capitalist production 

precisely because its pursuit is a necessary condition of survival 

for the capitalist in order to create investment capital to maintain 



competitiveness. That is, the laws of capital accumulation imply 

the reinvestment of prQfit to generate further profits by lowering 

the socially necessary labour time. 

Since the value of all commodities is determined by the quantity 

of labour expended on them, the less the time spent on each, the 

12 

cheaper are the individual commodities. A capitalist with less than 

average techniques would be disadvantaged, therefore, because other 

producers could sell similar commodities containing less quantities of 

actual labour. Since commodities are sold in relation to the 

average quantity of labour spent on them throughout the industry, it 

is in the interests of capitalists to continually lower the socially 

necessary labour time in the manufacture of those commodities. 

It is evident, from the previous discussion, that profits are 

not primarily generated by buying cheap and selling dear. If 

they were, then profits could only be generated at the expense of 

other capitalists and hence the capitalist class, as a whole, could 

not flourish. Rather, whilst profits originate from the use of 

labour-power, they are realised only wbe~ products are purchc1 f;eu in 

the market., The significance of profit is that it originates 

within the sphere of production and realised in the sphere of circulation. 

The relationship between profit and employment is important since the 

latter is but a means to the realisation of the former. 

In determining the level of productive activity (and, 

therefore, the level of employment), the capitalist circuit must bs 

completed (that is, c• - M•). Insofar as C' has value, it is its 

transformation into money capital (M') wherein the surplus value can 

be realised as profit. Commodities must therefore be sold if the 

profit is to be active in future production. The completion of the 

circuit demands not only that commodities are produced by the most 

advanced technologies but sold in the most favourable markets (where 
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consumption power is highest). This process implicitly recognises 

a fundamental contradiction in the capitalist system of production; 

namely, in raising profitability, capitalists attempt to reduce the costs 

of their labour-power (variable capital), whilst they attempt to sell their 

commodities to those with high consumption power (implying high variable 

capital outlays). It is not difficult to see that it is impossible 

both to reduce and raise consumption power at the same time in the same 

market. Hence, New Zealand's export industries have been the focus 

of attention in pursuit of more favourable markets overseas. 

In New Zealand, where the forces of production in most branches 

of industry are backward by world standards, a reduction in the value 

of labour-power (that is, variable capital costs) would le~d capital 

to shift from import to export competition, due to the declining 

domestic consumption power than is implied by such a strategy. In 

other words, low domestic consumption power would be replaced by 

overseas consumption power through the export sector. When capitalists 

are unable to complete the capitalist circuit domestically, they attempt 

to complete it externally. Over the last few years we have seen the 

Government step in and (by way of subsidies) act on behalf of capital 

in raising profitability in the export industries. 

The particular strategies employed by Government will be more 

fully examined in chapter four. For the present, it is important 

to see the links between productive activity (between domestic and 

export production) and the value of labour-power (its decline in terms 

of consumption power). What has yet to be assessed is what 

employment means in a classbound society and this is the focus of 

the next section. 



(iv) Ideology and Employment 

Employment implies a relationship between employee and employer 

and, since wage-labour is the predominant form by which work is given, 

work and employment assumes a particular ideological form. The 

ideology of work is not, however, entirely illusory; it is based on 
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a real foundation. It is important to stress that capitalist/worker 

relations occur not simply at an individual but at a social level. 

That is, capitalist/worker relations are class relations which arise 

from the respective role of the capitalist and worker in the process 

of production. The work relation is at once a relation between 

classes, based upon the ownership of the means of production on the 

one hand, and the suppliers of l~bour-power, on the other. Employment 

therefore is the form of a social relation between classes. 

The ideology of employment arises from the presentation of the 

capitalist relation in a distorted and fetishised way. That is, 

the sale of labour-power takes the form of a free market exchange 

(whereby wages appear to correspond to the value of labour). The 

purchase of labour-power appears as a free transaction, profits appear 

as the contribution of capital, and the market relations appear eternal 

and real. Each is an effect of the mode of capitalist production 

from which it arises (and is disguised). The appearance of the 

free transaction (between buyer and seller of labour-power) m~sks the 

fact that workers, in the absence of an alternative source of 

subsistence, are forced to sell their labour-power. 

The interests of capital predominate (by virtue of the 

dominant mode of production) also in the realm of ideology in 

correspondence to the reality of capitalist production as the 

material basis of society. These ideologies arise from and reflect 

the class relationships to the production process. This also 

implies contradictory ideologies (corresponding to the contradictory 
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class interests), nevertheless since the interests of capital predominate 

so the ideologies of the capitalist class also predominate. 

The wage labour relation, for example• is seen as a market relation 

between the proprietors of the means of production, on the one hand, and 

the proprietors of labour-power, on the other. It is not only the 

"juridical expression of the capitalist relationship of production. It 

also implies that the worker, as owner of his or her labour-power, is 

responsible for its upkeep ands/he, and not the capitalist, is obliged 

to ensure its reproduction11 •
8 The capitalist class thus absolves 

itself of responsibility for the maintenance and reproduction of the 

labour supply by the wage relation. The wage must therefore constitute 

a level of consumption power sufficient to reproduce labour-power. 

This is the lower limit to which wages can fall, though, if it exceeded 

this level, it would lose its form as the price of labour and exceed its 

capitalist function (though may serve an ideological function). The 

point is that the level of the purchasing power of the wage must not 

undermine the reproduction of labour-power and any more would represent 

a drain on investment capital. 

Moreover, the ideology of a free transaction between the buyer and 

seller of labour-power implies not only absolving the former of 

responsibility for the maintenance of the labour supply but also the 

ideology of the freedom to work (that is, the right to work). However, 

this ideolog-y is contradicted by the requirements of capital, since it 

implies the elimination of what de Brunhoff has called "the specifically 

proletarian risk"; namely, unemployment. 9 

Ideologies must face the inevitable contradiction arising from 

the contradictory interests of the two main classes as well as the 

maintenance of social unity amongst the unemployed. The domination 

of capital must therefore demand ideologies which buttress that 

domination and mask the basic contradictions~ To a great extent, 



this involves blaming unemployment on the unemployed themselves. 

How this is achieved is the main theme of chapter three. 

III. SUMMARY . . 
The major point of this chapter has been to establish a perspective 

with which to examine the empirical data presented in the next 

three chapters. This has involved the analysis of employment 
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levels as arising from the capitalist relations of production. In 

particular, the emphasis has been placed upon the primacy of the 

capitalist mode of production in determining the relationships 

of the two main classes, with respect to their material basis, their 

antagonistic and contradictory interests, and the basis of capitalist 

employment. 

First, the primacy of the production relations are not arbitrary 

but arise from the social organisation of the material conditions 

of society. This includes not only what, but how the ma, :,.l 

conditions are produced. Further, the particular organisation 

of material production is at once the basis of determinate social classes. 

Second, since classes are defined in terms of their relationship 

to the production process, it is precisely because of their respective 

roles within productive activity that one class will predorn.i nate (not 

only at the level of production alone, but also at the political and 

ideological levels). Under Capitalism, it is the capitalist class 

that predominates at the level of production (because of its ownership 

of the means of production) and hence, predominates also at the 

political levels. 

Third, the dominance of capitalist productive activity implies, 

further, the dominance of the specifically capitalist form of work 



(the wage-labour relation). Moreover, the imperatives of 

capitalist accumulation are at once the determinants not only of 

the level of productive activity but also the level of employment 

(and, in turn, the conditions and level of unemployment). What 

these levels are, and what has determined them, are the basis of 

the next chapter, where we consider the recent trends in New 

Zealand. 
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C H A P T E R I I 

The levels and causes of unemployment 

In this chapter, I consider the levels of unemployment with 

reference to the determinants of the labour supply and participation 

rates in New Zealand. The emphasis is on the forms of both employment 

and unemployment, with a particular focus upon any possible divisions 

within the labour force. 

I DETERMINATION OF LABOUR SUPPLY, AND PARTICIPATION RATES: 

The distinction between the labour supply and participat'ion rates 

is primarily the distinction between those needing jobs and those 

actually engaged in jobs. The discrepancy between the former and latter 

constitutes those who ~ould potentially be utilised in productive activity. 

Before examining the significance of the aforementioned discrepil"cy, we 

consider the determtnants of the labour supply. 

(i) Labour Supply: 

The current rising unemployment levels coincide with a period of 

growth in the labour force supply characterised by three basic forces; 

changes in population, migration patterns, and participation rates. 

(a) Population changes: The numbers of people a\, lable 

for employment have risen markedly, largely as a result of 
l 

the increase in live births between 1951 and 1962. The 

gro,,th in the labour force supply is therefore partly 

explained by the youth bulge now entering the labour market. 

This natural increase is not expected to decline significantly 

until the late 19801s (when the relatively low birth rates 

of the 1970's begin to affect the labour supply. 



(b) 

(c) 
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Migration Patterns: The net migration inflows of 

the early 1970's have been reversed. During the 1981 

year (up to March), there was a net migration loss of 

1 approximately 10,000 from the labour force •. Furthermore, 

since 1977, there has been a staggering migration loss of 

145,222 (up to September 1981), 2 and this has been 

responsible for substantially reducing the growth of the 

labour force. 

Participation Rates: The effects of the natural 

increases in the labour supply have been reinforced by the 

rise in participation rates. Despite the decline in 

employment opportunities over recent years, the ratio of the 

labour force to the total working age population has continued 

t . 3 o rise. The main area in which these increases occur is in 

female participation (and is the subject of detaile~ enquiry 

at a later stage). 

The preceding determinants have been compiled in the table below 

(table 2:1) which shows that, had there not been such a migration loss, 

the net additions to the working age population would have been much greater. 

Table 2:1 

Period 

1961-1965 
1966-1970 
1971-1975 
1976-1979 

Source: 

Net Additions to the Working Age Population 
(Annual Averages for December Years) 

Natural Increase 
in the Population 

22,800 
23,100 
33,100 
40,600 

:Migration 

12,900 
1,500 
9,600 

-23,800 

Net Additions to 
Working Age Population 

35,600 
24,600 
42,600 
16,800 

Data compiled by A. Grimes, cited in Economic Trends and 
Policies, report No 4, p.9 

Before turning to participation rates in detail, (examining the 

form of participation by sex and age), it must be stressed that the growth 
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in the labour force corresponds to those needing jobs whilst those 

actually participating represent the level of jobs (assuming that 

all vacancies are filled). 

(ii) Participation Rates: 

In this section, I examine more specifically the participation 

rate with particular reference to its form (in terms of sex and age). 

If we take total participation rates, for example, we find that the 

proportion of those actively engaged has decreased between 1976 and 

1981 (table 2:2). 

Table 2:2 Labour Force Participation x by sex, 19761 1981 

Sex 
Total xx Population Participation 

Participation as 
¾ of Total Popu

lation 

Male 
Female 

Total 

1976 

1,085,140 
1,128,380 

2,213,520 

1981 

1,129,450 
1,167,549 

2,296,990 

1976 1981 

847,000 833,310 
401,910 425,680 

1248,910 1258,990 

1976 

78.05 
35.62 

56.42 

X Labour force participation refer to those actively engaged in 
productive activity (determined by the availability of jobs). 

xx Refers to those fifteen years and over only. 

Source: Department of Statistics, Census 1976 (p.10) and 
Census 1981; Provisional Statistics (p.18) 

1981 

73.,78t, 
36 .. 46 

54.81 

The overall decline in the total participation rate is deceptive 

because it is-:.accoruited:·for only by the fall in male rates by 4.27 

percentage points. In the same period, however, female rates have 

actually risen by 0.84 percentage points. Moreover the trend in 

the participation rates can be traced back to 1951, when the first 

increases in female rates were evident (whilst male rates were relatively 

untU ahout 1971 when the rates began to decline). Refer to 
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table 2:3 below. 

Table 2:3 Labour Force Participation Rates by Sex, Age 
Age 1951 1956 1961 1966 1971 1977 
Groups M F M F M F M F M F M F 

15-19 71.3 64.5 68.0 63.7 65.3 64.0 62.7 61.9 57.1 56.9 56.3 51.1 
20-24 95.9 52.8 96.0 50.6 94.6 49.8 93.6 52.9 91.0 54.9 91.2 58.8 
25-29 97.7 25.3 98.5 24.1 98.2 22.0 98.3 25.1 97.8 29.6 97.5 36.0 
30-34 97.8 19.6 98.6 19.8 98.7 19.9 98.9 22.3 98.7 29.4 98.4 35.5 
35-39 97.8 20.0 98.3 21.5 98.6 23.9 99.0 27.0 98.8 35.8 98.6 44.4 
40-44 97.5 21.5 98.1 24.2 98.1 27.1 98.8 32.0 98.6 39.1 98.3 48.5 
45-49 97.0 22.4 97.6 25.7 97.9 29.6 98.1 33.1 98.0 40.0 97.7 46.6 
50-54 93.8 19.5 96.0 23.9 96.6 27.7 96.8 31.4 96.3 35.2 95.9 40.6 
55-59 86.7 15.2 90.1 18.9 91.6 22.1 92.7 25.4 92.1 27.5 90.5 29.0 
60-64 63.9 8.9 67.5 11.0 69.0 12.7 21.9 14.6 69.2 15.5 57.9 13.9 
65 plus 26.6 3.3 25.1 3.6 22.0 3.3 23.6 3.7 21.3 3.5 16.2 2.8 
15 plus 83.3 25.0 83. 7 26.0 83.3 27.7 83.1 30.9 81.2 33.8 79.5 36.6 

Source: Department of Labour, Women in the Workforce, p.10 

A comparison of participation rates by age and sex reveals that, 

since 1951, there has been a decline in the 15-19 age group, that male 

rates have fallen markedly since 1971 and that female rates have been 

steadily rising. 

It has been suggested that the decline in participation rates in 

the 15-19 age group (both ~ale and female) is due to an increaRed 

proportion remaining at secondary and tertiary educational i~~titutions. 

This has some support from rising enrolments though it cannot account 

for the total decrease, since it is in this age group where unemployment 

is highest (as will be shown later). 

Since 1966, male participation rates have decreased by an average 

of 1.9 percentage points in 1971 and to 3.5 percentage points by 1976. 

In the same period, however, the average rise in the female participation 

rate was 2.9 percentage points in 1971 and 5.7 percentage points by 1976 

(for the period 1966-1976). Furthermore, the trends show a dramatic 

decline in the 65 plus age group (for both male and female), which 

reflect employer discrimination more than the sudden desirability of 

retirement. 

The major increases in participation rates have been amongst women 

in the 35-54 age groups@ A 1980 study conducted by the Research and 
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Planning Division of women in the workforce showed that age related 

trend was attributable to the increasing rate of a return to work by 

married mothers. 4 Other data supports this conclusion. Female 

participation rates, for example, have increased with the rising age of 

the youngest child (table 2:4). 

Table 2:4 

Source 

Labour Force Participation Rates of Mothers in relation 
to age of Youngest child 

Age 
(of Youngest Child) 

0 
1 
2 
3 
4 
5 
6 

.7 
8 
9 

10 
11 
12 
13 
14 

0 - 4 
5 - 14 
0 - 14 

Total Family 
Households(Percentages) 

9.2 
11.8 
15.2 
19.4 
22.9 
29.9 
37.6 
41.4 
43.6 
44.8 
46.6 
47.7 
48.3 
49&5 
48.5 

14.7 
43.0 
28.0 

Department of Labour, Women in the Workforce, (p.59). 

Not only are mothers more inclined to seek employment as their 

youngest child grows older, but the average participation rate of 2.8°/o 

in 1976 for mothers of children O - 14 years of age is considerably 

higher than the average of 22.5°/4 in the 1971 census. Correspondingly, 

the proportion of married women actively engaged has risen and comprises 

over half the total workforce (table 2:5). 



Table 2:5 

Year 

Percent 

Source: 

Married Women in the Labour Force as a Percentage 
of Total Female Work Force Actively Engaged 

1951 

24.4 

1956 

32.0 

1961 

37.6 

New Zealand Census, 1951-1976 

1966 

41.5 

1971 

49.9 

24 

1976 

56.7 

The significance of the rise in married women actively engaged 

is that it implies both an increase in the number of incomes in these 

households and establishes a preference on behalf of employers for 

female labour at a time of rising unemployment. These trends 

will be examined fully at a later stage when considering the forces 

precipitating these effects (in particular, wage rates and the 

development of predominantly female areas of employment). 

Although the general trend has been an increase in female 

participation and a decrease in male participation, turn-over rates 

appear highest amongst femalese Labour turnover (calculated as 

the number of terminations as a percentage of the average payroll 

strength over six months) tends to be higher in all indu~t~~ ~roups 

(table 2:6). 

Table 2:6 New Zealand Labour Turnover 1971 - 1979 
(in all industries) x 

Year 1971 1972 1973 1974 1975 1976 1977 1978 1979 

Male 24 21 23 27 23 20 21 17 17 
Female 36 33 33 39 34 29 29 25 23 

X Excludes seasonal, building and construction 

Source De_eartment of Labour half-~earll surver. 

Noticeably, both male and female turnover rates have dropped, 

partly because of the rising insecurity of employment. As 

unemployment increases, it may be assumed that workers become less 
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willing to give up the jobs they have, since alternative employment 

will be relatively more difficult to secure. 

The high turnover rates amongst females may, to some extent; be 

explained by such influences as advancing pregnancy and re-location of 

a spouse's employment, but also because women tend to have a shorter 

working life than men. Also, women tend to be engaged in marginally 

skilled occupations which have traditionally been associated with higher 

turnover rates. This aspect will become all the more evident in the 

following section when we distinguish between full-time and part-time 

employment. 

II FULL-TIME/PART=TIME EMPLOYMENT 

(i) Full-time 

Full-time employment has decreased by 10,128 (or 1.1%) during the 

1980-81 period. 5 Much of this decline has been in the area of male 

full-time employment, which fell by 8 1 298 (or 1.3%). The trend is 

clearly in evidence since about 1975 and coincided with the first 

major increases in the numbers registered as unemployed. If we 

look at the level of new full-time jobs created, we see a massive 

decline, particularly among jobs for men. (table 2:7)e 

Table 2:7 Full-time Jobs for Women and Men, 1976-1981 

Average for Year New Jobs since previous year 
(to end of April) Women Men Total Women Men Total 

1976 276,144 580,152 856,2!)6 4,314 4,682 8,996 
1977 282,824 581,737 864,561 6,680 1,585 8,265 
1978 282,864 577,096 859,960 40 -4,641 -4,601 
1979 288,762 577,714 866,476 5,898 618 6,516 
1980 299,704 577,086 876,790 10,942 - 628 10,314 
1981 298,677 571,971 870,648 -1,027 -5,115 -6,142 

Source: Monthly Abstract of Statistics, Sept 1981, p.21 
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Though the figures show a fall in female full-time employment 

during 1981, the rate of decline is small when compared to the drop in 

male full-time employment. If we include the earning rates of women 

in full-time employment, it will be seen that the relative cheapness 

of female labour is a significant factor in determining the rise in 

new full-time female jobs. 

(ii) Part-time: 

Part-time employment has increased overall, though the rise in 

female part-time employment (3.90/4) has been much greater than that of 

males (0.5%) over the 1980/81 year. 6 The trend is clearly long term 

as the figures below show (table 2:8). 

Table 2:8 Part-time Employment, 1975-80 

October Women ¾ Change over Men % Change over 
Year the Year the Year 

1975 96,070 -o.o 32,613 -5.4 
1976 100,806 4.9 32,895 0.9 
1977 106,200 5.4 33,696 2.4 
1978 109,337 3.0 33,942 0.7 
1979 115,742 5.9 34,477 1.6 
1980 (Nov) 120,745 4.3 33,838 -1.9 

Source . Department of ,Labour, Half-Yearli Emplorment Information . 
Survey, 1974-80. 

The growth of part-time labour shows an increasing participation rate 

of female workers which, in total, outnumbers the male rate by nearly four 

to one (in 1980). To illustrate the point further, I present the 

following table which compares the proportion of part-time to full-time 

employment by sex (table 2:9) 



Table 2:9 

Full-time Employees 
Part-time Employees 

Total 
% Part-time to Total 

Employees 

Employment Status - by sex (1981) 
(in all industries) 

Male 

585,651 
31,934 

617,585 

5.17 

Female 

302,346 
113,138 

415,484 

27.23 

27 

Source: Department of Labour, Half-Yearly Report, 31 March 
1981, p.60 

Over 27°/o of the active female labour force are engaged in 

part-time work. This compares with just over 5°/4 for males. 

What this indicates is a massive shift towards female labour, 

particularly within part-time employment which has not only 

increased the total labour supply but also caused the exacerbation 

of already high levels of unemployment. The aforementioned 

growth in both full-tume and part-time employment is shown in 

the following table (table 2:10). 

Table 2:10 Employment Growth 1975 - 1979 Annual 
Changes 

/ 
Full-Time Part-Time 

Year Male Female Male Female 

1975 2.1% 2.9% -2.3% 5. g,/4 
1976 1.1 2.2 -2.0 3.6 
1977 0.4 2.6 .2.1 6.2 
1978 -1.0 -1.3 2.3 3.8 
1979 0.03 4.5 1.2 5.6 

Source Department of Labour, Half-Yearly Surve.r, 1980. 

We have so far concentrated on levels of employment and 

employment growth. We have yet to consider the levels of 

unemployment and the forces determining them. 
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III UNEMPLOYMENT 

We first turn to the level of unemployment as a percentage 

of the total labour force and compare the figures between 1976 and 

1981 (table 2:11). 

Table 2:11 X Percentage Unemployed of Total Labour xx force by 
age and sex 1976, 1981. 

Age 1976 1981 
Groups Male Female Total Male Female Total 

15-24 3.7$ 5. 930/o 4.69% 8.84% 11.27'/4 9.87% 
25-34 1.47 2.32 1.70 3.41 3.52 3.44 
35-44 0.84 1.12 0.93 2.02 2.14 2.06 
45-54 0.91 0.87 9.90 2.27 1.84 2.13 
55-64 0.81 0.49 0.73 2.21 1.49 2.03 
65 plus 0.32 0.44 0.34 0.14 1.44 o.:m 
Total 1.69 3.05 2.13 4.09 5.50 4.57 

~nemployed characterised as those who could take employment if 
jobs were available. 

XXrrotal labour force defined as those who are self-employed, wage 
or salary earners, persons working 20 hours or more per week 
and those unemployed. 

Source: 1976 Census (p.1) and 1981 Census of Population and 
Dwellings provisional statistics series, Bulletin 2 (p.18) 

Most . of the increases.· in unemployment have been in the 15 - 24 

age groups, although female unemployment remains the highest, at 11.27% 

(as compared with 8.84% for males). This trend is reversed for 

the 54 - 64 age groups, where females appear to have a lower 

unemployment rate. A more accurate description of the unemployed 

by age and sex is shown below (table 2:12). 



29 
Table 2:12 Percentage of total unemployment by age and sex 

Male Female 

Age Group 1976 1981 1976 1981 

15-19 28.30/4 30.~ 50.4¾ 48.7% 
20-24 24.3 22.8 22.1 22.3 
25-29 13.5 12.7 9.6 8.8 
30-34 8.8 9.4 5.1 4.9 
35-39 4.8 5.0 4.0 4.5 
40-44 4.7 4.9 2.6 3.4 
45-49 4.7 4.7 2.4 2.9 
50-54 5.3 4.7 2.4 2.5 
55-59 4.2 5.2 0.9 1.6 
60-64 1.1 0.5 0.2 0.2 
65-69 0.3 0.1 0.1 0.1 
70 plus 0.1 0.1 0.1 0.2 

Source: Department of Statistics, Census 1976 (p.10) and 
Census 1981: Provisional Statistics (p.18). 

It is the 15 - 24 age group which exhibits the highest incidence 

of unemployment, especially amongst females between 15 - 19 years of age. 

A comparison between the 1976 and 1981 figures reveals that female 

unemployment percentages have decreased among these age groups, whilst 

the figures have increased in the male percentages. Again, it is 

clear that the figures reflect a growing preference of empl, e to 

offer employment to young females rather than to young males. 

What we have seen is that the burden of unemployment is not only 

disproportionately high amongst the youth and amongst females, but is 

unevenly distributed throughout the regions. If we confine 

ourselves to the main employment districts, we find that the numbers 

of unemployed have risen in each case (table 2:13). 
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Registered unemployed by Districts (1976 - 1981) 

Auckland and Wellington 
Year Manukau and Lower Hutt Christchurch Dunedin 

1976 976 195 612 200 
1977 1,553 441 1,074 215 
1978 7,218 1,943 3,541 519 
1979 5,771 2,264 3,661 855 
1980 8,976 2,841 4,990 1,696 
1981 

Source . . 
13,419 3,914 7,069 1,598 

Department of Statistics, Monthlf Abstract of 
Statistics, September 1981 (p.22 and Department 
of Labour, Labour and employment gazette, vol. 31 
No 3, September 1981, (p.6) 

The rapid rise in unemployment amongst the selected districts do 

not show similar rates of increase, though.they do share the same basic 

cause; namely, a rate of unemployment in proportion to the decline in 

the rate of productive activity. The loss of 6,142 jobs in 
,, 

Christchurch between 1976 and 1981, for example, is due mainly to a decline 

with~n the textile and clothing industries. 7 Though the unequal 

geographical impact of unemployment has led to a greater burden of both 

direct and indirect costs of unemployment on some districts than others, 

the decline in productive activity bas been precipitated by the fall in 

profitabilitye., Hence, an.examination of the regional distribution 

of unemployment, whilst important with respect to the distribution of 

social problems, is nevertheless an inadequate basis for understanding 

the causes of capitalist unemployment. Such causes, I have argued, 

demand an assessment at the level of production. We now consider 

three forces which have led to the forms. of employment (and 

unemployment) already presented. 

IV CAUSES IN THE FORMS OF EMPLOYMENT 

(i) Class composition : 

In order to examine any shifts in the class composition and 

character of employment, I present data between the years 1966 and 1981 
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to allow for any long-term patterns to become apparent (table 2:14)0 

Table 2:14 Employment Status of Actively Engaged Persons 

1966 1971 1976 '1981 xx 

Status Male Female Male Female Male Female Male Female 

F.rnployer 8. 9'/o 2.6¾ 7. &'/o 2.4% 8.2-1/4 3.1¾ 7.5% 3.1% 
OWn Account 8.3 2.8 7.9 3.0 8.9 3.6 8.9 3.9 
Wage & Salary 81.9 92.7 83.0 92.0 80.8 89.3 78.9 86.1 
Unemployed 0.7 1.4 1.1 2.2 1.7 2.9 4.1 5.5 
Relative 
Assisting X 0.2 

X 0.1 0.1 0.8 X 1.1 

Total (incl. 
not specif- 745,595 280,444 784,969 333,866 865,098 407,235 875,500 455,690 

ied) 

X Less than 0.1 per cent 

xx:1981 figures are estimates based upon provisional census statistics 

Source: Department of Statistics, New Zealand Census, 1966, 1971, 1976 
and Census 1981: Provisional Statistics. 

The most significant feature of the above table is that male 

employers constitute a considerably higher proportion of the total male 

labour force than is the case with female employers. erging 

pattern is the decline in the percentage of males who art t ,:.1,loyers 

whilst the reverse is true of female employers (though this was fairly 

stable between 1976 and 1981). If one considers that the numbers of 

males who .are actively engaged have increased by 17.5% since 1966, 

and females have increased by 62.a>/4 in the same period, this 

represents a massive imbalance in the growth of employment patterns. 

The trend, since 1966, shows clearly the shifting class structure 

between males and females, for the proportion of male employers to 

wage and salary earners is decreasing at a time when the trend 

amongst females is the reverse. In 1981, females were more highly 

represented in the category of wage and salary earners (than males), 

as a percentage of their total labour force. It is probable that 

this is partly responsible for the correspondingly higher rates of 

unemployment amongst the female work force. One must also bear 

in mind that women tend to be employed in the lower skilled iobs 
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and are, therefore, more susceptible to redw1dancy (particularly 

through the introduction of labour-saving technology). In other 

words, since proportionately more women are in the category of wage and 

salary earners, it may be expected that proportionately more women are 

prone to unemployment. What has yet to be examined is why more 

women are returning to work, especially during the recent period of 

high unemployment. 

sections are included. 

It is with this in mind that the following two 

(ii) The Level of Wages : 

When we consider the patterns of the consumption power of the 

average wage, we find that it has been decreasing since 1974, though 

not by much (table 2:15). 

Table 2:15 Wage and Price Indices - 1974 - 1981 
(Base: December 1977 = 1000) 

Year Ending Consumer Weekly Wage Real (Gross) 
September Price Index 1 Rates Index 2 Wage Index 3 

1974 627 699 1,115 
1975 720 768 1,067 
1976 844 858 1,017 
1977 966 953 987 
19?8 1,073 1,109 1,034 
1979 1,236 1,222 989 
1980 1,438 1,479 1,029 
1981 (June) 1,597 1,687 1,056 

1. The Consumer Price Index measures changes in all groups (incl. food). 

2. The index measures changes in weekly wage rates,.' 

3. The real gross wage index measures the changes in the consumption 
power of gross wages (i.e. buying power). 

Source: Department of Statistics, Monthly Abstract of 
Statistics, March 1979, p.72 and September 1981, p.83. 

If we only consider the real wage index, then, between 1974 and 

1981, consumption power fell by about 5.3°/4. This figure is misleading, 

however, because it does not include the growing tax bite and the 

decline of those services tJ1at Government provides to augment the 

consumption power of the wage (health and education spending for example}. 
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The real decline in living standards can, therefore, be expected to 

be much greater. Also, the proportion of the gross average wage 

paid in tax by a single person rose from 15.5% to nearly 24% between 

1969 and 1979.
8 

The point is that the true level of consumption 

power of the wage cannot be determined solely by the real (gross) 

wage Index, which has fallen, but also by the decline of the social 

wage (including the effects of Government spending on social services, 

tax alterations and the like). These forces have exerted downward 

pressures on living standards and have been responsible for 

increasing the demand for jobs. That is, the decline in living 

standards has spurred incentives to increase the number of incomes 

per household (as a means of resisting declining living standards). 

These forces explain, in part, the growth of the labour supply but 

they do not explain the preference exhibited by employers for female 

workers. 

(iii) The female wage: 

(a) Levels of female pay. When we consider the present 

earnings of women in full-time employment, it is evident that 

employer preference for female workers arises, at least in part, 

from their relative cheapness (than male labour). In all 

surveyed industries, women's average earnings lagged behind those 

of men (table 2:16). 
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Table 2:16 Women's Average Earnings as Percentage of Male Average 
Earnings in Specified Industries x 

Occupational 
Groups 

Ordinary Time Over-Time Total 

Forestry & Logging 
Mining & Quarrying 
Manufacturing (Seasonal) 
Manufacturing (Non-Seasonal) 
Electricity, Gas & Water 
Construction 
Wholesale, Retail Etc. 
Transport & Comm. (Seasonal) 
Finance, Insurance & Real Estate 
Community & Personal Services 

Total (All Industries) 

% 

77.84 
74.78 
66.98 
75.10 
81.82 
84.52 
76.86 
84.99 
65.83 
78.52 

78.23 

% % 

77.66 76.82 
90.11 72.85 
87.83 67.53 
82.08 73.63 
85.51 80.14 
92.16 82.35 
83.14 76.69 
86.80 84.20 
84.64 66.04 
87.33 78.17 

84.31 77.08 

X Surveyed industries week ending 15 May 1980 

Source: Department of Labour, Labour Employment Gazette, Vol 30 
No 4, December 19809 p.47. 

Female labour is chenper by about 24% on average than male labour. 

It must be stressed that female employment is confined to a narrower 

range of jobs than is the case with males. 

some depth in the next two sub-sections. 

This will be pursued in 

\fua t is important to 

note, here, is that, though women work in a narrower range of jobs than 

men, they are, nevertheless, discriminated against with respect to wage 

levels, maintained, in part, by a segregation of workers on the basis 

of sex. 

(b) Equal Pa;t:. The 1972 Equal Pay Act was meant to provide 

legal safeguards against discriminatory rates of pay between male and 

female workers. The general scope of the Act was supposed to eliminate 

such discrimination and initiate 

"a rate of remuneration for work in which rate there is no\element of 

differentiation between male employees and female employees based on 

9 the sex of the employees". 

Despite the large number of breaches of the Act and the recovery 

of wages through the Arbitration Court, it is difficult,to assess the 
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overall impact of the legislation. In the five years to March, 1978, 

697 breaches were brought before the court, resulting in the recovery 

of wages amounting to $71,628. 10 Still, there are numerous 

problems associated with the enforcement of the Act. 11 First, 

the Department of Labour has not sufficient inspectors to perform 

the duties required of them with respect to the Act. Inspections 

for safety, health and welfare, for example, are given priority over 

sex discrimination in rates of pay. Second, the Department has 

reported the inadequacy in the inspections of equal pay rates 

relating to predominantly female occupations. Labour Department 

figures (February 1980) show that, where women exceed fifty percent 

of the labour force in an industry, hourly wage rates fall well 

12 below those of males. The object of the Act, with respect to 

relating predominantly female occupations to male occupations, is 

hindered by their dissimilar work conditions. Discriminatory 

wage levels are, therefore, sustained simply by the division of types 

of employment. Third, there is a general reluctance on the part 

of female employees to complain about their wage levels, for fear 

of compromising possible promotions, the possibility of losing their 

jobs, and having.their work hours reduced. 

It is claimed in the Report that the Act has had an effect 

upon raising female levels of pay in relation to male levels. 

This has some basis since female weekly earnings, as a proportion 

of male earnings, have risen from 67% (1972) to 76% (1977). But 

the increases have been uneven since there was, for example, a drop 

of 0.9 percentage points from 1977 to 1978 (table 2:17). 



Table 2:17 

October 
October 
April 
October 
April 
October 
April 
October 
April 
October 
April 
October 

1972x 
1973 
1974 
1974 
1975 
1975 
1976 
1976 
1977 
1977 
1978 
1978 

Ordinary Time Weekly Earnings, 1979 
(female rates as a percentage of male rates) 

Female rates as 
¾ male rates 

67.0 
68.3 
69.1 
70.5 
71.5 
73.2 
74.8 
75.8 
74.8 
76.0 
75.,1 
75.6 
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x·Estimate 

Source: Department of Labour, Equal Pay Implementation in New 
Zealand, June 1979, p.16. 

Though the Act has apparently raised average pay rates between 

male and female workers, its impact upon employment is less clear. 

Female labour is still relatively cheap. 

Furthermore, the Act has not simply meant an increasing wage 

bill but an exacerbation of unemployment generally. It has been 

estimated that the total direct cost of the equal pay policy has 

exceeded $200 million (from 1972 to 1978). 13 Also, the increased 

rates of female earnings has raised the consumers price index by 

approximately 3.25°/4 (between 1976- 77). 14 Further, it has been 

admitted that these forces have contributed to a loss in jobs. As 

pay rates of females rise, the added costs not only affect the 

consumer price index but also exert downward pressures on employment 

growth (particularly noticeable within the clothing industry). 

(c) Divisions within the Labour market. There is much recent 

evidence which suggests the establishment of a distinct and 

segregated labour market in New Zealand. In ,articular, the 



the division within the labour market has taken two distinct 

forms, which I differentiate as the primary and secondary 

d
. . . 15 1.v1s1ons. The primary division is characterised by 

stable employment, limited risk of redWldancy, higher levels of 

pay and status, and prospects for promotion. The secondary 

division, in contrast, offers relatively unskilled employment, 

a greater degree of job insecurity and limited opportunities for 
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promotion. These divisions arise from employer discrimination 

based on the placement of better organised workers with proven 

qualities in the more desirable jobs of the primary division, 

allocating those workers with lesser potential (from the 

perspective of the employer) into the secondary division. It 

is argued here that the division within the labour narket has 

arisen from the aforementioned employer discrimination and has 

taken the form of sexual discrimination. I~ other words, female 

workers are channelled into the secondary division of the labour 

market not simply on the basis of sex, but in the essential 

characteristics of female labour. These characteristics include 

the generally lessened work experience of women and their 

relatively short work lives. 

The rise in female employment, precipitated by the requirement 

of cheap labour on the part of capitalists, has been reinforced by 

the need to maintain living standards by the working class family. 

The primary and secondary divisions within the labour market 

therefore arose from the requirements of capital to institutionalise 

(and legitimate) cheap labour, especially during periods of crisis. 

Such divisions have taken the form of predominantly female and 

part-time areas of work. 
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V SUMMARY 

The primary purpose of this chapter has been to assess the 

current forms of employment in New Zealand. Of particular note 

is the rapid rise in part-time, and increasing divisions within 

full-time, employment. These forces are all the more significant 

if they are considered with reference to the imperatives of capital 

to cheapen the cost of labour-power. 

New Zealand capitalism has suffered a marked decline in 

productive activity and by a fall in domestic consumption and 

declining profitability. Both have implied falls in employment 

levels and the purchasing power of the average wage. Moreover, the 

downward pressures on living standards have worsened the unemployment 

problem, since working class families have had to seek additional 

incomes (as a means of resisting the declining value of the wage). 

The falling value of the average wage, initiating the need to find 

additional incomes, corresponds to the requirements of capital to 

lower variable capital costs. This has meant that workers are 

being paid only a part of the value of reproducing a working class 

fa;nily (forcing workers to seek additional incomes). Furthermore, 

capital has created new divisions within the labour market as a 

prime mechanism for legitimating cheap labour (despite the ideology 

of equal pay) through the introduction of predominantly female areas 

of work. The divisions th~refore assume the form of a division 

in the type of work (though, in fact, they are discriminatory on the 

basis of sex) .. 

Throughout this chapter we have concentrated on employment and 

unemployment at the level of productiOlll and have yet to.assess their 

impact on society, as a whole. It is with regard to these preceding 

omissions that we turn to the consequences of unemployment in the next 

chapter. 
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CHAPTER I I I 

The consequenc~s of unemployment 

The financial perspective of much consideration of 

unemployment has prevented recognition of its fuller impact on 

New Zealand society. The long-term effects of the experience 
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of unemployment have attracted little attention, for unemployment 

not only disrupts the lives of the unemployed but it also interferes 

with their futures. As it may take years to regain material 

security with a greater vulnerability to subsequent spells of 

being out of work, it is not just the inmtediate material effects 

of unemployment which demand assessment. In this chapter, 

therefore, I present both the financial and individual consequences 

of unemployment. Though provisional and in need of further 

research, the analysis presented draws attention to at least 

some of the problems involved. The labour market, and the demand 

for labour, not only affects the level of unemployment but it 

shapes the very experience of being out of work itself. 

First, capitalism requires the accumulation of capital,on 

an extended scale. This means that the concentration of capital 

is forever increasing, corresponding to a rise in the productivity 

of labour-power. The results are increases in tho productive 

forces and a relative diminution in the amount of capital laid 

out in the form of wages. The increasing concentration of capital 

enforces changes in the organic composition of capital, so that 

constant capital rises proportionately to the decline in variable 

capital (from which the consumption po'fer of the wage is derived). 

Second, in the course of accumulation, there is a relative 

decrease in the numbers of workers in proportion to the magnitude 

of capital. As a result of the alteration in the composition 
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of capital (and the increased productiveness of labour-power), a 

relatively redundant population is created: a surplus of workers 

in relation to the average need of capital's expansion. The 

process of capitalist accumulation therefore demands greater 

labour-power at a diminishing rate. And, third, the created 

surplus population constitutes a reserve army whose primary function 

is to remain a 'willing' potential source of labour-power during 

periods of future expansion (without disrupting existing areas of 

production) and, often, new expanding sectors absorb the reserve 

(though, in times of crisis, this does not happen). The 

unemployment forced on a portion of the labour force produces both 

the insecurities of employment and the e..~periences of unemployment. 

It is with regard to the latter that we now turn to some specific 

consequences of unemployment. 

I THE EXPERIENCE AND EFFECTS OF UNEMPLOYMENT 

The risks of unemployment are unevenly distributed across the 

labour force. The available evidence suggests that a large 

proportion of the labour force rarely experiences unemployment. 

Rather, the incidence of unemployment is confined to particular 

sections of -the labour force, the young and the aged, and so, too, 

are the social effects (with respect to crime and health statistics, 

for example). 

(i) The Unemployed Youth 

As we have already seen, younger workers, especially those 

bet,,een 15 and 24 years of a_ge, are particularly susceptible to 

unemployment. In 1981, for example, nearly 10 percent of the 

total registered unemployed were under twenty-four years old (this 

compares with just over 4-½ percent just five years earlier). The 

problem of unemployment amongst the youth is therefore a growing 

one (with respect to their future as members of the labour force)., 
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Ano. E. C. D. report suggested that a major consequence of 

unemployment amongst the youth was the undermining of the fowidations 

of human capital. 1 This is precisely because, in the absence of 

work schemes, the youth do not e..~perience the discipline derived 

from employment andt so, the greater the period of unemployment, the 

more difficult is the inculcation of the work habit. Correspondingly, 

the ideology of work is sustainable only if the individual concerned 

can relate it to personal experience. Thus, the labour market 

experience (and associated ideologies) which accompany employment can 

only have limited significance for those not involved. In the case 

of the youth, a lack of indoctrination, resulting from a lack of work 

experience, undermines their potential as members of the labour-force. 

Research conducted by Barrington has shown that: 

"for many school leavers, unemployment grows slowly out of 
a feeling of being on a holiday. Initially, it is fun 
but then they get bored and feel they have no place in life. 
They make energetic attacks on the job market till obvious 
lines are exhausted. Then, they despair, perhaps 
solidifying attitude~ which make it difficult for them to 
even enter work". 

Further, youth who find it difficult to establish or maintain 

employment are more apt to develop poor working habits, which may well 

result in problems of social integration and control. 3 Thus, 

whilst unemployment is a feature of capitalist production (and is, 

therefore, structural), its immediate effects are on individuals. 

The unemployed are not, however, homogeneous with regard to their 

experiences and, hence, the social manifestations of their reactions 

and responses are dissimilar. The experiences of the unemployed 

will be a major determinant in their individual responses •. A study 

of the unemployed youth by the Christchurch Employment Advisory 

Committee reported that a large percentage of those sampled believed 

they were responsible for their own unemployed status. (table 3:1) 



Table 3:1 

Reason 

Myself 
Govt/Prime Minister 
No one, just the times 
Economic System 
Employers 
Older People 
Schools 
Labour Department 
Married Women 

¾ 
32!1 
30.5 
16.8 
9.2 
3.8 
2.3 
2.3 
1.5 
1.5 
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Source: Study of Unemployed Youth in Christchurch, Christchurch 
Fmployment Advisory Committee, March 1979, p.24 

Due to the small sample of the data presented, I suggest that 

the figures be viewed merely as an indication and with some caution. 

Natiomtide figures have been impossible to obtain and, hence, we are 

left with a very limited survey in which to surmise that, if nothing 

else, the unemployed youth are dissimilar in their perceptions of 

responsibility for their status. 

Certainly, we may infer that these different perceptions will 

give rise to different kinds of responses. For example, individuals 

who blame themselves might be less disposed to acts of social 

violence than those who blame society. There is evidence that 

the unemployed form social groups that undermine social unity. 

For example, "gang memberships tend to increase during periods of 

high unemployment and decline when members are provided with a 

regular source of income 11 •
4 Since it is among the youth that 

unemployment is highest, it is to be expected that the youth are 

highly represented among such groups. Furthermore, the anti-

social tendencies of some of these groups may, in the future, make 

it difficult for them to be socialised into the labour force. 

(ii) Unemployment amongst older workers 

The numbers of older workers (over 30 years) who are 
5 

unemployed has risen from 1,300 (in 1977) to 11 1 380 (in 1981)e 



Older workers exhibit both an increase in unemployment levels and 

the duration in which they remain unemployed. Older workers 

are particularly vulnerable, once they become unemployed, since 

they are discriminated against, as a group, by employers. A 

report from the Department of Labour concluded that employer 

preferences for older workers tend to be confined to jobs of low 

pay, little responsibility and an absence of a career structure. 

Also, amongst the older workers, women tend to receive the greatest 

d . . . t' 6 1.scr1m1.na ion. 

The most pervasive form of discrimination amongst older 

workers occurs in hiring- and training. Age has become a major 
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form of discrimination in employment simply because of an increasing 

reluctance on the part of employers to institute a training 

programme on the relatively short working lives of older workers. 

Employers seek to maximise the potential utility of workers in 

relation to the expenses involved in training. Older workers are 

discriminated against because it is more cost efficient to train the 

young; all the more so during periods of crisis when the demands 

upon capital investment are greatest. In a period of declining 

profitability, it is cheaper to train a worker with as long a working 

life expectancy as possible. The relative difference between 

employment and unemployment, on the basis of age, is presented in the 

following section. 

(iii) Unemployment and Age 

In order to assess the social problems of unemployment, I 

present some data on the relative decline in participation rates by 

age and sex (table 3:2). 
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Table 3:2 Labour Force Participation Rates by Age and Sex, 1971 - 1981. 

Age Males Females 
Groups 1971 1976 1981 1971 1976 1981 

15-19 57.1 56.3 49.6 56.9 51.1 41.0 
20-24 91.0 91.2 85.2 54.9 58.8 58.9 
25-29 97.8 97.5 92.9 29.6 36.0 39.1 
30-34 98.7 98.4 94.8 29.4 ::m.s 38.1 
35-39 98.8 98.,6 95.5 35.8 44.4 46.4 
40-44 98.6 98.3 95.4 ::rn.1 48.5 53.7 
45-49 98.0 97.7 94.5 40.0 46.6 53.0 
50-54 96.3 95.9 93.0 35.2 40.6 42.8 
55-59 92.1 90.5 85.9 27.5 29.0 29.6 
60-64 69.2 57.9 45.4 15.5 13.9 12.8 
65 plus 21.3 16.2 10.9 3.5 2.8 1.8 

Source: Department of Statistics, Census 1971-76, ~ figures 
from Provisional National Statistics. 

The above figures show a marked decline in participation rates 

amongst males in the 15 - 24 age groups. Female participation rates 

have, however, risen in all age categories apart from the 15 - 19 years 

and the over-60 groups. What these figures indicate is that employment 

(and, conversely, unemployment) ·:has taken nn age related form. As a 

consequence, the social problem of unemployment, being primarily 

confined to the young and old, take on an age form itself. 

If we compare the age and duration of enrolments of the registered 

unemployed, we find that older workers are proportionately more highly 

represented in the longer duration groups than are other age groups 

( table 3 :3) e 

Table 3:3 Registered Duration of Unemployed .as Percentage 
Within Age Groups, 1981 

Duration (Weeks) 
Age Group Up to 4 Wks 4 - 8 8 - 13 13 - 26 26 plus 
School 

Leavers 26.2'/o 17.9 13.3 27.1 15.5 
15-19 33.9"/o 22.4 15.2 18.1 10.3 
20-24 32.3% 21.9 14.5 19.3 12.0 
25-29 28.z>/o 20o3 14.6 20.9 15.0 
30-39 28.5% 18.3 13.0 20.3 19.9 
40-59 23.9% 16.3 14.0 20.5 25.9 
60 plus 27 .5'/o 17.2 13 .. 7 18.6 23.0 

Source : Labour and EmElo;yment Gazette, Vole 31 No 3 Sept 1981, pe7 
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Examining the changes from March 1981 to June 1981, the 

percentages in the shorter duration categories (0 - 4 and·O - 8 weeks) 

declined, but the percentages in the 8 - 13 and 13 - 26 weeks 

categories rose, the trend having continued since 1977 (table 3:4). 

Table 3:4 Distribution of Registered Unemployed by Duration 
1977-1981 

Duration of 
enrolment(¾ 
of those 1977 1978 1979 1980 1981 
registered) (June) (June) (June) (June) (March) 

Up to 4 weeks 61.0 40.4 39.7 43.1 31.3 
4-8 weeks 18.7 22.0 20.6 21.6 23.8 
8-13 weeks 9.0 15.0 15.0 14.8 13.9 
13-26 weeks 7.1 1698 14.8 13.3 15.7 
over 26 weeks 4.2 5.8 10.0 7.2 15.3 

1981 
(June) 

30.2 
20.5 
14.4 
20.0 
14.9 

Source: Labour and Employment Gazette, Vol. 31, No 3, Sept 1981, p.7 

Over the 1977/1981 period, the figures indicate a general lengthening 

of the duration of unemployment. If we consider tables 3:3 and 3:4 

jointly, we may conclude that, though the duration of those registered as 

unemployed appears to be increasing, young people are more highly 

concentrated in the short term groups and older people are proporti,.onately 

more heavily represented in the longer duration groups. W-e have, thus 

far, examined a particular aspect of the changing form of unemployment 

(in terms of the duration and age character of unemployment); but have 

yet to assess some of the social consequences of these forms, a general 

assessment of which follows in the next section. 

(iv) The Social Consequences of Unemployment 

The problems associated with unemployment cannot be confined to the 

unemployed themselves because they affect the society at large. The 

burden of unemployment is not evenly distributed amongst society nor even 

amongst the unemployed themselves. Families with dependant children 

will be more severely affected than single member families, since, in the 
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case of the former, the demands on the wage are greater. What the 

effects of unemployment are on individuals is uncertain because of 

'the limited research available. Despite these difficulties, 

there are some overseas studies which generally outline some of 

the effects of unemployment. 

(a) General Effects: Studies conducted on the relationship 

between levels of unemployment and social integration date back to 

Durldteim, who focused mainly on suicide rates.7 Since then, a 

few studies have been made. Brenner, for example, reported to 

the Joint Economic Committee of Congress (1976) that a one percent 

rise in unemployment led to a -

2% rise in total mortality 
4% rise in suicide rates 
6% rise in homocide rates 
3% rise in admissions to mental institutions 

and a 4% rise in admissions to prisons. 8 

Apart from mortality rates (as a result of cardiovascular and 

renal diseases, which occurred up to nine years after unemployment), 

the above effects were recorded within two years. Though the 

mechanism of the relationship between unemployment and these effects 

is unclear, that there is one is generally supported by the medical 

profession. 

A recent study conducted in the Wellington region on fatal and 

non-fatal self-harm concluded that the occupational groups most at 

risk were the unemployed (table 3:5). 



48 

Table 3:5 Occupational Status of Deliberate Self-Harm 

Rate per 10,000 by occupational group 

Occupation Fatal Non-Fatal 

Unemployed 26.4 180.1 
Service 1.7 38.3 
Sickness Beneficiary 0 31.6 
Sales 0.7 13.4 
Housewife 0.5 12.1 
Clerical 0.7 806 
Agricultural 0 7.3 
Administrative 0 6.6 
Production/Transport 1.2 6.0 
Retired 2.5 5.1 
Student 0.6 4.5 
Professional 0.7 3.4 
Not Known 37.4 112.1 

Total 1.1 10.9 

Source: Howell, R., et al. Fatal and Non-Fatal Deliberate 
Self-Harm in the Wellington Region 1978, New Zealand 
Medical Journal, December 24 1980 

Further research has uncovered that both suicide and self

.harm rates rose significantly during the depression of the 1930's, as 

did homicides and admissions to mental institutions. 9 Whilst 

little work has been done on the health aspects of unemployment 

during the present period of crisis, it is most probable that "the 

health consequences of New Zealand's recent rise in wiemployment 

will become increasingly apparent in the years to come". 10 

A long-term British study confirmed that those who are 

unemployed have a death rate as much as half as high again as those 

11 
who are employed. However, the effects of unemployment are 

not confined simply to health problems. Research into crime 

statistics, for example, has uncovered that the level of crime is 

12 intimately related to unemployment levels. For example, the 

higher rates of unemployment in the Christchurch region has been 

credited with the higher rates of crime found there. 
13 Also, 

since the highest levels of unemployment are within the younger age 

groups, the highest rates of crime have been found among the young. 
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It has been suggested that "a young person can live well on the 

dole with a little extra from the proceeds of crime". 14 The 

implication is that incentives exist for the unemployed youth to 

engage in criminal behaviour. 

(b) Ideology and unem.vloyment: Belief's about 

employment and the extent of employment opportunities affect the 

different perceptions and responses of the unemployed. Initial 

sympathy toward a family member who is out of work may change to 

one of growing intolerance and friction, depending upon such 

factors as the family's need for that additional income and the 

extent to which the unemployed accepts his or her condition as 

a personal failing. The point is that differing perceptions 

of unemployment will tend to determine the types of responses 

that may become socially manifest. Whether the responses be 

suicide, wife-beatings or alcoholism, the effects transcend the 

realm of personal and become social problems. Since many of 

these social problems imply a financial cost, we examine these 

in the next section. 

II 'llIE COSTS OF UNEMPWYME.l'IT 

(i) Work Habit Inculcation: 

The attitudes towards, and treatment of, the unemployed 

are directly related to the value placed on work .in general. 

In a work-orientated society, where material rewards, status 

and privilege depend upon employment, the ideologies and beliefs 

about employment and unemployment must, themselves, correspond 

accordingly. The dominant ideologies of work arise from its 

material basis. Hence, the distribution of work, and the 

class character of work, are at once the basis for the distribution 
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of material and ideological rewards. The very process of this 

distribution is similarly the material foundation of the work habit. 

Whilst material incentives are most significant in the maintenance 

of values placed on work, these are also supported by job insecurity 

and the ~ear of unemployment. 

The enforced unemployment of a proportion of the labour force 

exerts pressures on those employed to accept the discipline of work 

and the moderation of wage demands because "the reality and the fear, 

or threat, of unemployment and the denial, reduction or restriction of 

income support are major, if not principal, means by which the State 

reinforces the work ethic". 15 

Whilst the basis of the work ethic lies in the sphere of 

production (in terms of the material incentives of employment), it is 

continually being buttressed by ideological pressures, such as the 

values placed on different types of employment. Work habit 

inculcation is not, therefore, simply a feature of actual employment 

but is set within the social context in which employment occurs - we 

have so far mentioned the enforcement of the work habit to those 

employed but what of those unemployed? 

work. 

The unemployed do not in general come under the influence of 

In particular, the unemployed young who have never had the 

experience of full-time employment have never had work-related discipline. 

Whilst undoubtedly schools impose the ideology of work, they nevertheless 

cannot completely take the place of the work exp~rience. The 

material incentives offered by employment .are only real to those who 

are employed and remain no more than an ideologial incentive to those 

unemployed. Further, the present increase in the duration of 

unemployment exerts an additional pressure towards the creation of 

unemployables; that is, those whose usefulness as members of the 

potential labour force are severely restricted. Certainly, work 
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habit inculcation, as a mechanism for ensuring worker willingness, 

must employ alternative strategies to the employment experience 

since, during periods of high employment, the use of ideologies, 

alone, have definite limitations; namely, the lack of material 

incentives. How the State responds to the demands of the 

unemployed and the interests of capital will be examined in the 

next chapter • For now, we limit our assessment to both the 

. ~active' and 'passive' costs of unemployment. 

(ii) Active (direct) costs of unemployment: 

Of the direct costs of unemployment, I distinguish 

between those costs which derive from the need to maintain the 

unemployed and those which attempt to alleviate unemployment. 

The former constitute the costs of treating the effect, whilst 

the latter are costs designed to treat the cause. The two 

are, however, intimately related and cannot, in practice, be 

as readily separated as I have suggested. 

(a) The Unemployment Benefit 

The most direct costs of unemployment are the 

unemployment benefit which is paid out to less than half of 

those registered. Those with working spouses and those 

under 16 and over 65 are denied the benefit because it is 

assumed that they have an alternative source of subsistence. 

Despite these omissions from benefit eligibility, the costs 

in the maintenance of those groups entitled to the benefit 

rises in correspondence to increases in the level of 

unemployment (table 3:6). 



52 

Table 3:6 Changes in unemployment levels and benefit 
expenditures (1975 - 1980) Actual 

Total % Change Total in % Change Expend- % Change 

Year Registered (Previous Receipt (Previous iture (Previous 
Unemployed Yea.11 of Benei'it Year) ($000) Year) 

1975 7,259 f483.5 2,894 +499.2 ,5, 155 +48.9 
1976 11,530 + 58.8 5,127 -4- 77.2 8,493 -4-64.8 
1977 14,486 + 25.6 3,651 - 28.8 13,429 ~58.1 
1978 42,121 -1»190.8 17,484 +:378.9 49,865 +47.9 
1979 49,676 + 17.9 17,894 f 2.3 54,236 -t-1''13 .. ~0 
1.980 55,408 - 10.4 20,850 - 16.5 66.077 -21~8 

Source : Department of Statistics, Monthl:i: Abstract of Statistics 
Sept 1981, p.22 and p.26 

Actual expenditures on benefits have risen from $5,1 million 

(1975) to $66 million (in 1980), an increase of nearly 1,10<Y/o in five 

years. In the same period, the total registered unemployed rose by 

nearly 40<Y/o and those in receipt of the benefit rose by about 1,90<Y/o. 

The increases in the expenditures on the benefit represents a massive 

drain on capital which could otherwise have been spent productively. 

As a percentage of G.D. P., the rise in benefit spending has had an 

increasing impact (Table 3:7). 

Table 3:7 

Year 

1975 
1976 
1977 
1978 
1979 
1980 

Source 

Expenditure on unemployment benefit as percentage 
of G.D. P. (1975 - 1980) 

Unemployment 
Benefits - Actual 
Expenditure ($mil.) 

5.155 
8.493 

13.429 
19.865 
54.236 
66.077 

G.D. P. 
($mil.) 

10,028 
11,484 
13,792 
15,217 
17,504 
20,908 

Benefits 
Expenditure 

as % of GDP (%) 

0.05 
o.07 
0.10 
0.13 
o.31 
0.32 

Department of Statistics Monthly Abstract of Statistics, 
Sept 1981, P• 26 and p.80. 

Unemployment benefits constitute a part of what O'Connor calls 

•social expenses• which neither directly nor indirectly augment 

productive activity but rather are costs forced on the State for the 

primary function of maintainin,g social unity., 16 It must be 

remembered tha.t capital has no direct financial interest in the 
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welfare of the unemployed except insofar as a potential labour= 

power supply is maintained and class relations are not threatened. 

Individual capitalists act only in accordance with the general 

laws of accumulation and leave those functions which apply to the 

unemployed to the State. At the same time, however, the 

expenses incurred by the State in the performance of these 

functions represent a drain on investment capital, the financing 

of which is dependent upon the general level of productive 

activity. These themes will be explored more fully in chapter 

four when we consider the activities of the State. At present 

we confine our attention to the costs of unemployment on capitalist 

society as a whole. In the next sub-section, the rising costs 

of the employment schemes is examined. 

(b) The Employment Schemes: 

The government employment schemes consist of job creation 

and training programmes which are attempts both to increase 

employment levels and, more importantly, as a means of inculcating 

work habits into those who may be employed in a future period of 

expansion. 

Government has set aside $188 million to sponsor various 

job creation schemes (largely by way of subsidies to employers), and 

f t 1 t t ·t· 17 os er emp oymen oppor uni ies. In the case of programmes 

specifically designed to inculcate the work habit, government has 

· d b d t f $8 7 · 11 · 18 1 · l 1· s to pr v1· d "pre-assigne a u ge o ,. ml ion, w.u.c.1 a m o e 

employment and occupational skill courses at educational 

institutions for young job seekers identified as needing some 

form of training before they could be referred to an employer for 

19 placement". The fact is, however, that placements are in 

great shortage and those that do exist are lar~ely in the public 
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sector, and they are evidently getting harder to find .. (Table 3:8) 

Table 3:8 

Year 
(ending 
March) 

1979 
1980 
1981 

Source 

Job Creation Schemes, Enrolments and Placings 
( 1979 - 1981) 

Placings as 
Percentage 

Enrolments Placings Enrolments 

23:3,124 78,262 33.6 
241,195 67,601 28.0 
263,996 66,540 25.2 

Report of the Department o:f Labour, March 1982 

-¾ 

In the 1981/82 period, it is estimated that over $260 million 

will be spent on both unemployment benefits and job creation and 

training schemes. This amount represents approximately ~/4 of 

anticipated government expenditure in the current year. The costs 

of these state expenditures are a massive drain upon productive 

capital (capital which could otherwise have been spent in productive 

activity). 

(iii) Passive (indirect) costs of Unemployment: 

Much of the indirect costs of unemployment cannot be readily 

translated into figures and statistics, though that does not make them 

any less significant. In particular, I am referring to health and 

juridical costs which are attributable to unemployment. There are 

no available data on the incidence of criminality or health related 

expenses due to the present unemployment levels in New Zealand. 

Similarly, the increased needs of counselling and personal services 

required by the unemployed do not lend themselves to tabulation. 

Nevertheless, these hidden "costs" cannot be dismissed on the grounds 

of lack of statistical evidence. During the course of research 

undertaken by the author, numerous charities, counselling services and 

20 workshops were contacted and the general opinion was that there 

are, indeed, considerable stresses endured by the unemployed, their 

families and 
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Nevertheless, if we confine ourselves to the hidden 

financial costs of unemployment, we must mention both the loss in 

tax revenues and consumption power. As unemployment levels 

rise, government revenues resulting from personal tax receipts fall 

(assuming that income and tax levels remain Wlchanged). There 

is a tendency, therefore, that during periods of rising unemployment, 

an increasing proportion of such revenues are taken from a 

decreasing proportion of the labour force. Though direct 

taxation receipts in New Zealand have risen (Table 3:9), these 

revenues have been extracted from a relatively diminishing labour 

force population. As a consequence, there has been an increasing 

depletion of both re-investment capital and aggregate consumption. 

Table 3:9 Taxation Receipts (1978-1982) 

Indirect Taxation 
Direct Indirect Total as Proportion of 
Taxation Taxation Receipts Total Receipts 

Year ($000) ($000) ($000) (%) 

1978 3,540,056 959,987 4,500,043 21.3. 
1979 3,717,842 1,112,522 4,830,364 23.0 
1980 4,526,116 1,354,417 5,880,533 23.0 
1981 5,349,617 1,511,885 6,861,502 22.0 
1982 6,261,000 

(Est.) 
1,750,000 s,011,000 21.8 

Source: Muldoon, R., Bud:~et, 1981, p.36 

The point is that the present levels of unemployment has 

exerted pressures on government to raise its revenues from a 

relatively decreasing proportion of the labour force, exacerbating 

the slump in the domestic market. 

Though the table indicates relative stability in indirect 

taxation, as a proportion of total tax receipts, these trends are 

likely to alter in the future in response to increasing pressures 

to raise Government revenues. If we consider the proportion 

of the labour force which is liable for direct taxation (discounting 
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the tax levied on unemployment benefits) we find that a 

decreasing percentage of the work force is paying an increasing 

tax bill (Table 3:10) 

Table 3:10 Proportion of Ta.--cable Labour Force to Total 
Labour Force, 1979 - 1981 

Labour Proportion of 
Force Actively 

Total Labour Actively Engaged to 
Year Force Engaged Total Labour 

Force 
1979 1,325,039 1,299,800 98.1 
1980 1,345,900 1,309,400 97.3 
1981 1,372,996 1,325,400 96.5 

Source Monthlz Abstract of Statistics, Sept. 1981, pp.19,22 

The proportion of the total labour force which is actively 

engaged is decreasing. This implies that a decreasing proportion 

of the labour force is liable to income tax (though this would 

also depend on the size of those groups which pay no income tax). 

The increasing tax burden on those who can be ta.~ed means, also, 

a fall in the latter's disposable incomes. For those 

unemployed, however, the level of the benefit (if they are eligible) 

is minimal. Both the employed having been subject to 

increased taxes and the rising levels of unemployment have 

caused a fall in consumption power and a growing shift into 

export sectors. The point is that a major consequence of 

the present level of unemployment has resulted in undermining 

the domestic market and a major structural shift in the nature 

of New Zealand capitalism. The costs incurred are not 

confined to the present alone, but will shape the development 

of New Zealand society in the future. 



III SUMMARY 

The costs and consequences of unemployment cannot be 

measured in monetary terms alone since we are dealing with 

people and not simply dollars and cents. What stresses 
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are imposed on the unemployed can only be hinted at. Certainly 

the variations in the experiences of being out of work are as 

diverse as the perceptions of the values attached to employment. 

Moreover, the unemployed are not just a mass of labour-power 

that can be placed in storage until a period of expansion; 

they constitute a part of the class character of society. 

The unemployed have needs which demand a response from the 

State, if only in the interests of social unity. The 

consequences of unemployment, therefore, cannot be confined 

to the level of benefit spending but their total impact on 

capitalist society, the short and long terms have to be 

considered. What the State does and what it is able to 

do are intimately related to these consequences and form the 

basis of the next chapter. 
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CHAPTER IV 

State Management of Unemployment 

The basis of the capitalist state's activities is the 

regulation and-management of the commodity labour-power. This 

regulatory function arises from the requirements of capital 

which capital, itself, cannot meet. In this chapter, I examine 

the forms of state management in the current period of crisis 

and focus on the Government's attempts to raise productive 

activity (which pre-supposes profitability) and the attempts to 

maintain harmonious class relations in the face of challenges 

to social unity exerted by the rising level of unemployment. 

The analysis presented deals mainly with the forms of state 

action which, though continually modified to the requirements of 

capital, always remain conditioned by the imperative of capital 

accwnulation. Labour-power belongs to the world of commodities 

and occupies a unique role within the productive process; this 

role calls for state intervention. The function of labour-

power is unique (in comparison to other commodities) simply 

because, in the process of production, it creates a value 

greater than its own. Labour-power produces a greater value 

than is required for the reproduction of that labour-power; 

capitalist exploitation, therefore, consists of the difference 

between the reproduction of labour-power (whose value makes up 

the wage) and the surplus value which is appropriated by the 

capitalist. It is precisely because the wage appears as a 

'price' of labour that capitalist exploitation is obscured., 

Ordinarily, capital's control over the workinw class assumes 
"" 
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the form of a wage relation. That relation between the wage and 

employment occurs at the level of production. The unemployed, 

however, in being outside capitalist production, call for state 

intervention for two basic reasons. First the maintenance of the 

unemployed as a potential source of labour-power requires 

management regardless of the immediate interests of individual 

capitalists. Second, the labour market operates within the 

context of an industrial reserve, the level and composition of 

which is subject to continual changes (in response to the changing 

requirements of capital). State action is needed, therefore, 

not simply to maintain the unemployed, but to ensure their 

willingness to accept their class position. 

dealt with in the next section. 

I 'IHE STATE AS A RELATION OF PRODUCTION 

These functions are 

The extraction of surplus does not occur at the level of 

the polity but in the sphere of production. The state is not, 

therefore, directly resposible for the exploitative class relation 

between capitalist and worker. The functions of the state are, 

hence, external to the process of production. Nevertheless, the 

primary focus of state activity concerns the maintenance (as 

opposed to the creation) of class relations. As a consequence, 

the state is not primarily responsible for the conditions of 

employment (and unemployment). Tl•e state does not impose the 

capitalist relations of production but it is rather the practical 

and ideal expression of them. In other words, the production 

relations determine the conditions and function of state activity. 

But what are these determinants, and what are the limits of state 

activity.? 
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It is important to emphasise that individual capitalists, 

whilst conscious of their immediate interests, are rarely conscious 

of the interests of capital, as a whole. However, the state 

and its constituent institutions are forced to act in the interests 

of capital for two basic reasons. First, the state's function 

in maintaining capitalist productive activity is intimately 

related to the availability of funds with which to finance its own 

activities. Second, the state is forced to reproduce class 

relations through aiding the capitalist mode of production, 

because the state manager's power rests on that fact, both in 

financial terms, and with respect to social unity. This 

latter point implies the maintenance of the willingness of the 

labouring class to accept its class position. State activity 

in maintaining labour-power, therefore, is a basic pre-condition 

of capitalist production and is, hence, a relation of production. 

The capacity of the state to finance its activities rests on 

aggregate productive activity which, in turn, implies a reliance 

upon capitalists. As has been suggested by Block: 

"in a capitalist economy, the level of economic activity 
is largely determined by the private investment decisions 
of capitalists. This means.that capitalists, in their 
collective role as investors, have a veto over state 
policies in that their failure to invest at adequate 
levels can create major political problems for the state 
managers". 

As a consequence 

"state managers have a direct interest in using their 
power to facilitate investment, since their continued 
power rests on a healthy economy". 

1 

2 

Furthermore, the interests of capital predominate not only 

because the state is limited by the laws of capital accumulation 

but also because the level of productive activity constitutes the 

material basis of both the capitalist and labouring classes. 

The state reinforces the capitalist relations so that the material 
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foundation of society is maintained. The state is therefore a 

"form of organisation which the bourgeois are compelled to adopt11 .,
3 

The state has become as significant to the maintenance of the 

capitalist relations as the availability of raw materials or the 

willingness of labour-power. What individual capitalists 

organise as a particular enterprise, the state organises as a 

social enterprise. With regard to employment, the state is 

faced with a basic contradi.ction: on the one hand, the law of 

accumulation enforces a period of contraction (where unemployment 

levels rise), and, on the other, the state must function to ensure 

harmonious class relations. In the case of the former, the 

state is required to employ strategies to raise productive activity 

by creating more profitable conditions. However, in the pursuit 

of these aims the problems of social harmony intensify, since 

rising inflation and unemployment are the major effects of 

capital's 'healing process•. 

(i) State Policies: 

In the regulation and management of labour-power, state 

policies are primarily directed towards the willingness of the 

labouring class to co-operate in capitalist production. The 

substantive aspects of policy are aimed at raising employment 

levels, through strategies which attempt to raise productive activity. 

State policies try to encourage productive activity by attempts 

to raise profitability. The major basis of such policies is 

to cheapen labour-power, either through inflation or by strict 

wage-controls (much of which assumes the form of a moderation in 

wage increases). Apart from stimulating productive activity, state 

policies include lowering the costs of social policies in order to 

reduce the drain on investment capital which could, otherwise, be 

allocated productively0 What these policies are, and what forms 
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they take will be assessed in detail after we consider the state's 

ideological function •. 

(ii) Ideologies and the State 

A major component. of state activity concerning the regulation 

of labour-power is the state's ideological mechanism. Most 

important is that the problem of unemployment has been blamed on 

the depressed world market, the balance of trade deficits, trade 

union activity and almost everything apart from capitalist 

production. Unemployment has been called the problem of 

the youth, for e;xample, and not, as is the case, the capitalist 

4 system. In other words, the problem of unemployment has become 

distorted from the sphere of production to the ideological level. 

How these mystificationary functions are perpetuated will be 

discussed more fully in relation to specific policies. The 

point here is that the major mechanisms of social control 

constitute the ideological functions of the state, the affects 

of which are to reinforce the domination of capital by 

misrepresenting that domination. The legal system, for 

examvle, represents and legitimates the relations of production 

by maintaining and reproducing class relations. The 

interests of capital are sanctioned by law, enforcing the class 

character of society and thereby legitimating the capitalist 

mode of production (and social stability). How far ideologies 

reduce social tensions and antagonisms is directly related to 

the types of contradictions which become manifest in society 

and the level of ideological (moral, legal etc.) development. 

We now consider some of these concepts with reference to 

specific government policies. 
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II 'IBE STATE AND EMPLOYMENT 

J 

The National Government's policies of curbing the recent 

unemployment trends involve a two-pronged approach. First, 

there are the short term policies which include various forms 

of wage controls (which aim to reduce variable capital costs) 

and ancillary policies which cut back on the social wage 

(thereby liberating capital from unproductive areas and making 

it available for re-investment). Second, the long-term 

proposals that involve re-structuring the New Zealand production 

system. They have been spearheaded by what has been called 

the 'think-big' package. The underlying emphasis of these 

long term proposals is the raising of productive activity, 

especially in the development of the natural resources. 

package is intended to spark off a chain of investment 

initiatives which will result in "enhanced employment 

opportunities11 •
5 

(i) SHORT-TERM POLICIES: 

The 

The National Government's short-term policies and 

proposals include a major export drive and tight controls over 

wages. We examine each and assess their implications in 

terms of employment. 

(a) Imports/EKports ~ In February (1982) New 

Zealand experienced a current account deficit of $40 million. 

For the year (ended in February) the deficit amounted to $1,073 

million. This was a major increase in comparison with the 

previous year (ended February 1981) when the deficit was 

$665 ·11· 6 mi J.on., The growth in the level of imports has been 
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explained by the Minister of Overseas Trade, Mr Cooper: 

"the importers have shown that they need raw materials 
for the growth that is taking place in New Zealand 
industry, internally". 7 

The argument in support of the Government's export incentives 

appears to be related to the idea that 'growth' in productive 

activity inevitably leads to higher employment levels and a 

balance of payments surplus. The .Minister of Labour, Mr Bolger, 

has called economic growth "the real solution to New Zealand's 

economic difficulties11 •
8 However, the New Zealand experience, 

in recent years, has suggested that, despite a rapid growth in 

export receipts, there has been a rapid growth in the overseas 

deficits. 

Table 4:1 

Year 

1970 
1976 
'1981/2 

Source 

(Table 4:1). 

New Zealand Exports and Balance of Payments 
Deficits - (1970, 1976, 1981/2) 

Exports ($NZ million) 

1100 
:3070 
8750 

Deficits ($NZ million) 

210 
825 

1376 

Rosenberg, w., Press, June 8, 1982 

It is difficult to imagine that, in the light of growing 

deficits, freer trade and export drives can deal with the rising 

levels of unemployment. Part of government strategy involving 

the export sectors is the proposed closer economic relationship 

agreement with Australia. A major aspect of this is aimed at 

minimising government involvement in order to 11facili tate investment 

decisions, planning for change and industry rationalisation." 
9 

Though c. E. R. lies outside the scope of this work, it is worth 

noting that its basis bears a marked similarity to other government 

policies; namely, the approach to New Zealand's present employment 



difficulties through raising productive activity (and especially so 

with respect to the export sectors). Whilst government can create 

export incentives by fostering the availability of overseas markets 

(for example, c. E. R.) and by an assortment of subsidies, its 

activities are nevertheless indirect, since they depend upon the 

investment decisions of individual capitalists. A far more 

direct means of state activity is in the area of wage controls (a 

major basis of any productive activity). 

(b) Wage Control; We consider first the concept of 

youth rates which has drawn much attention (and criticism from the 

Federation of Labour). It is essentially a proposal aimed at 

reducing labour costs on the basis of age (in correspondence to the '

groups which show the highest number of persons unemployed). The 

Minister of Finance has stated that the cost of employing labour is 

"in some sectors, too high, relative to the productivity of that 

10 labour11 • The Minister of Labour considered that "it is 

better for young people to have a job at a lesser rate of pay and 

enjoy the dignity of work" than to remain unemployed. The 

president of the Canterbury Fmployers' /1seociation, Mr V. McKay, not 

unnaturally, is in full support of youth rates. He has stated 

that "there are many who consider that there are areas in which 

employment could be created if award rates, particularly for young 

people were more realistic". 12 The F. o. L. is opposed to these 

proposals on the grounds that youth rates offer employers cheap 

labour-power. The importance of youth rates is that it is a 

strategy to reduce variable capital costs and implies the lengthening 

of that portion of the working week in which surplus may be created 

(from whence is derived the profit). 

Another area of wage control was the proposed wage/tax bargain 

which had been under discussion between government and the F. O@ L. 

66 
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In essence, the proposals consisted of two main components. The 

first is a reduction in personal income tax rates, either by raising 

the income levels at which increased rates of tax take effect 

or by lowering these rates themselves. The second component is 

a moderation of wage increases (which would be offset by higher 

levels of disposable incomes). The impact of the wage/ta."'C 

bargain was to slow down wage related inflation and to moderate 

the costs of production. The effect of the scheme was to exert 

downward pressures on inflation whilst spurring employment levels 

by making the costs of labour-power more attractive to employers. 

Further, it was argued that employment levels could be raised 

not only from the reduction in wage costs but also from the 

increased demand afforded by raising personal disposable incomes. 

A major flaw in the proposed wage/tax bargain is that the strategy 

assumes that prices are not influenced by demand (consumption 

power) but by wage costs an assumption which has neither been 

supported nor explicitly recognised. Furthermore, an 

immediate consequence of the proposals would be to raise the 

government's budget deficit (which is already expected to 

increase to $2,090 million in 1981-82). 13 In response to 

the massive deficits expected, the Minister of Finance has 

outlined a policy of "continued restraint on government 

expenditure11 •
14 What "continued restraint" means, however, 

is unclear in the light of ever-increasing government 

deficits (table 4:2). 
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Table 4:2 Central Government Budget Deficits 
1972-1981 

2 2 Internal Budget 
Budget 1 Budget Deficit before 

2 March Deficit As% GDP borrowing 
Year ($ Millions) (%) ($ Millions) 

1972 72.3 1. 1 - 48.1 
1973 206.0 2.6 76.8 
1974 241.7 2.6 - 9.1 
1975 390.4 3.9 200.8 
1976 1,001.7 8.7 256.9 
1977 506.1 3.7 129.5 
1978 694.4 4.6 248.7 
1979 1,445.9 8.3 886.3 
1980 1,026.9 4.9 345.0 
1981 (Est.) 1,410.0 5.8 704.0 

1. Budget table 2 Deficit before borrowing 
Source: Min. of Finance, financial statements (Budgets) 

1981 estimate from N.Z. Institute of Economic Research. 

2. The internal Budget deficit excludes Government overseas 
transactions from the Budget table 2 deficit. 
Source: Quarterly predictions N.Z. Institute of Economic 

Research, Wellington 

Source: Economic trends and policies, Economic Monitoring 
Group, Report No 4 1 April 1981, p.37 

In 1981 a deficit of $704 million is expected, despite increased 

taxation receipts of 16.o>/4 (or $8,827 million). It is clear that, 

in order to raise revenues still higher, the government is pursuing 

a policy of extending indirect taxation. 

The major thrust of the proposed wage/tax bargain is to moderate 

wage increases, raise disposable incomes and put downward pressures 

on inflation, raise the desirability of labour-power, and spur the 

domesti~ market. The underlying concept is, however, the lowering 
\ 

of variable capital qosts to employers and, thus, to raise the rate of 

profit. However, the lowering of variable capital costs may mean 

reduced government subsidies elsewhere. If it doesn't, then 

government will be forced to finance the loss of these revenues 



from other areas. If, however, existing subsidies are 

replaced, then the policies may be ideological rather than 

substantive. What the implications are, though, are 

academic since, on May 28th, the government rej~cted the 

wage/tax bargain negotiations with the F. o. L. This was 

despite the Prime Minister's vow that: n1 made it clear on 

behalf of the government that, in the event of rejection 
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of the proposals, the government will accept the responsibility 

of dealing with the matter clearly and firmlyn. 15 

Certainly, the government's stance was one of determination 

to impose wage controls in one form or another. The Prime 

Minister emphasised that: "we are not prepared to permit wage 

settlements to increase the rate of inflation". 16 

Research, detailed in the fifth report of the Economic 

Monitoring Group, emphatically denied the argument that wage 

increases were primarily responsible for fuelling inflation. 17 

Nevertheless, in the absence of a negotiated deal with the 

Unions, the government enforced the essence of the fallen 

proposals when it announced a wage and price freeze on June 

23, 1982. 

The wage and price freeze covers goods and services 

(and includes professional services) for the duration of 

twelve months. Due to the len~th of the freeze, provision 

has been made for manufacturers to pass on to the consumer any 

increases in the cost of imported materials actually used in 

production. Also, the regulations allow for prices to be 

increased to cover any rises in government charges and probable 

changes in indirect taxation. To offset any additional 

costs, the Prime Minister promised what he described as 

18 "worthwhile" personal tax cuts. 

The primary reason given to justify the wage/price 

freeze was that it formed a major part of the government's 
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package of anti-inflation measures, the details of which will 

presumably be delivered in the forthcoming Budget. Furthermore, 

the timing 0£ these regulations has been defended, since the 

present decline in the rates of inflati911 among New Zealand's 

trading partners (which are major suppliers of intermediate goods) 

was a rfunique~r opportunity to reduce the domestic rate of 

inflation. 

Though the impact of the announcement of the ,,age/price 

freeze has yet to be determined, reactions were swift and diverse. 

The manufacturers' federation conceded that inflation was 0 the 

most serious threat to sustained business confidence and 

activi ty0 • 19 The F.mployers' Federation President, Hr s. \i. B. 

Duncan, commented that the regulations were "inevitable and not 

unexpected". He considered that they were imposed as the 

result of the F. o. L.'s rejection of the previous wage-tax 

20 proposals. However quiet acceptance of the freeze was not 

universal. The economist, Mr L. c. Bayliss, called the 

regulations "an abysmal economic management package•••• clumsy 

and inept," and pointed out that, in the 1980 budget, the Prime 

Minister, himself, stated that "the _problem of inflation cannot 

be solved by such expedients as price controls •••• these merely 

postpone a solution to the problem and, in the long run, 

aggravate it". 21 The Federation of Labour's secretary, 

Mr K. G. Douglas, noted that the freeze came after the removal 

of price controls and, hence, prices had been frozen at record 

levels with the further likelihood of increases due to rises in 

indirect troc:es. The effects would, therefore, be a continuing 

deterioration in average living standards. 22 

Reactions to the wage/price freeze have been guarded and 

its implementation questioned. The director of the New 



Zealand Institute of Economic Research, Mr B H Easton, warned 

that prices would tend to surge upwards when the freeze is 
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lifted. The regulations may, therefore, simply delay, rather 

than aur~il the inflationary trends, a consideration 

reinforced by the Manufacturers' Federation. 23 Despite 

these, and other problems, the Minister of Labour, Mr Bolger, 

emphasised that the effect of the wage/price freeze would be to 

impose a total freeze on rates of remuneration in both the 

private and public sectors. 24 Given a year's certainty in 

wage rates, it is argued that manufacturers may feel greater 

confidence in their ability to export. Fu-.rthermore, if the 

domestic market remains static, or declines, manufacturers may 

be driven to the export sectors as the only viable growth area. 

However, the level of employment may not suffer i.t" domestic 

demand is raised through the proposed reduction in personal 

taxation rates, provided it is not cancelled out by correspondinu; 

. increases in sales truces. Certainly, it is too early to 

assess the full impact of the wage/price freeze. However, 

we can consider its underlying aims in moderating wage levels, 

as a means of raising business iconfidence:11 and hopefully (from 

the view of Government) raising productive activity (and, 

therefore, employment levels). 

(c) Employment Schemes: We can loosely distinguish 

between those of the Government's employment schemes which affect 

the private sector and those which affect the public sector. 

The most significant feature is that the numbers of persons on 

public sector schemes are far higher than those on the private 

sector schemes, though there was a steady decline in persons 

between the end of July, 1980, and the end of February, 1980 

(rising slightly, since). Of the public sector schemes, the · 

two largest are the project employment programme (P@ E. Pe) and 

the work skills development pro6rramme (W,. s. D.. P.) The 



purpose of the former is to provide short-term subsidised employment 

(six months maximum, though, in some cases, with the possibility of 

an extension). This scheme accounts for 8,460 people registered 

25 with the Department of Labour. The other scheme is designed to 

offer the opportunity for developing work habits and skills which 

could be used in full-time employment. There is no fixed duration 

for the scheme, and those partici.pa.ting receive award wages. 'Ille 

scheme currently includes '1., 891 people and is expected to increase. 

The most noteworthy aspect of the various public sector 

schemes is the creation of non-permanent subsidised employment which 

is designed to accomplish two functions; the inculcation of the 

work experience (under the pretext of offering "meaningful" jobs) and 

raising the consumption power of those who would otherwise only spend 

the valne of their ben0:':it. The resulting increase in aggregate 

demand would raise productive activity for the domestic market. The 

primary function, however, is to occupy (as a mechanism of social 

control) a growing proportion of the labour force which are 

unemployed. The economic monitoring group has asserted that 

unemployment, especially among young people, has become a prominent 

27 issue because- 11social unrest has been fuelled by unemployment". 

The private sector schemes consist of an assortment of 'bribes·• 

for employers to take on extra employees (in the form of subsidies 

and suspensory loans)o The additional job programme (A. J.P.), 

for example, offers employers either a $50 per week wage subsidy for 

every extra person employed for six months or a suspensory loan of 

$3,000 for each additional employee. The farm employment scheme 

offers both the $50 per week per person subsidy and a bonus of $500 

if that employee is maintained after twelve months. 

There are, however, other forms of inducements, for example, 

regional development assistance in which approved schemes could 

receive suspensory loans of u:p to $100,000 per project, ,'?;rants of up 

to fifty per cent., on investment in plant and equipment (valued up 
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to and not exceeding $15,000) and investigation and establishment 

grants of $10,000 for investigating the technical feasibility (and 

economic viability) of a proposed :project. 

The common basis in all these schemes is the Government's 
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role in cheapening costs to employers with the aim of making labour 

a more attractive resource (in cost terms). The programmes are 

designed to raise the potential profitability of productive activity 

by reducing variable capital costs. In this regard, the schemes 

have much in common with both youth rates and the wage freeze; 

namely, the enactment of schemes which aim to raise productive 

activity through financial incentives (the functions of which are 

to make the use of labour-power more cost efficient than the use of 

labour saving technologies). Inasmuch as the state intervenes. 

whether through financial incentives or otherwise, it assumes the 

role of co-ordinating and fostering the conditions of production 

activity in a way that individual capitalists cannot. Profit is 

the sole consideration of capital and the social problems created 

in the pursuit of profit are, therefore, the major concern of the 

state. 

The government employment schemes have a multitude of functions 

in productive terms as we:ll as with respect to social management. 

Thus, the state is confronted with the imperatives of capital 

accumulation and the often conflicting interests of maintaining 

harmonious class relations. This is precisely because, in 

fostering social harmony, the state incurs social expenditures 

which hinder its activities in raising the general rate of 

profitability. The pressures on government to cut these social 

expenses, therefore, arise from the requirements of capital 

accumulation because they represent downward forces on the rate 

of profit. Since large proportions of government's social 

expenses are within the area of welfare, it is these areas which, 



during a period of crisis, are subject to budget cuts. 

(d) Unemnloyment and the selfare functions of the state. 

The unemployed require state action since their maintenance as a 

potential supply of labour-power is fundamentally external to the 
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wage relation. The extent to which the state is able to perform 

such a function depends on the ability to finance it. Hence, the 

maintenance of the unemployed, whilst external to capitalist 

production and exchange, is a condition of the capitalist social 

relation. The management of the unemployed, therefore, is the 

basis of the state's legitimation function (and constitutes the 

basis of the welfare and social security systems). The welfare 

institutions are not static, however; they expand and contract 

in response to the changing functions they perform and to the 

ability of the state to accommodate additional functions. If 

we consider unemployment, the prime function of the state is to 

reduce social tensions arising from the denial of work and its 

related material incentives, The state, therefore, assumes 

responsibility for that part of the value of labour-power which 

capitalists do not directly remunerate. The policies enacted 

by the welfare institutions are, however, constrained into 

confirming to the object of capital in reproducing the wage 

labour relation; namely, the maintenance of a willing supply of 

reserve labour-power and the enforcement of the work discipline. 

In other words, the ,,elfare of the unemployed must not undermine 

the wage-labour relation. The unemployment benefit must not, 

for example, foster unemployability and risk potential worker 

willingness. Among the major exceptions, however, are what 

may be called 11unemployables11 who (as long as they remain a 

minority of the reserve) perform an ideological function. 

Since it is in the interests of capital that the blame for 

unemployment be dislocated from the s~here of production (where 

capitalism, itself, may come into question) and elevated into the 



world of ideology, the unemployables aid in maintaining the 

belief that the responsibility for unemployment lies with the 

unemployed, themselves. 

successful is Wlclear. 

How far such a strategy can be 

What is clear is that a·basic function 

of the welfare system (as regards the unemployed) is the active 

distortion of the relationship between capitalist production and 

the collective provision for all of society's members. There 

is an essential contradiction between individual and collectivist 

provision (of material needs) and is highlighted by the 

contradictory functions of the welfare system. The state 

must attempt to maintain productive activity, since its actions 
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are financed by it. At the same time, the welfare institutions, 

as a branch of the state, must also attempt to maintain social 

harmony. The contradiction arises simply because the pur.suit 

of social harmony implies expenditures which represent a drain 

on investment capital. In other words, state expenses, 

whilst promoting social harmony,. exert downward pressures on 

profifubility. During periods of high unemployment, therefore, 

the drain on investment capital becomes acute and accelerates 

the decline in productive activity. The state is forced into 

the paradoxical position of being able to afford the costs of 

welfare during periods when they are generally not needed but 

unable to afford them when they are required. It is not 

surprising that, in response. to the high costs associated with 

the present level of unemplo!rment, the New Zealand government 

has introduced measures to trim welfare costs. 

The anticipated cuts cover a wide range of government 

expenses, including health care (where a one percent reduction 

28 in running costs is expected) and education. Other policies 

include the tighteni~g of dole eligibility and abuses. This 

strategy has entailed a change from eight weekly to four weekly 
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declarations of income, more positive identification checks at the 

time of application, the re-application for the unemployment benefit 

every six months (instead of annually) and an increased scrutiny 

during interviews of those registered when reviewing circumstances. 29 

The measures outlined above are not confined to the regulation of 

unemployment benefit recipients alone but include benefits from 

national superannuation, domestic purposes and family allowances. 

Together, these measures are intended to trim government expenses 

by up to three percent. They are justified as a lightening of the 

tax burden upon personal incomes. In reality, however, the 

gover1;1ment has simply re-directed tax receipts into productive 

areas (which may lead to a rise in employment levels). In other 

words, the primary aim of these strategies is to liberate capital 

from unproductive areas and to shift it into the productive ones. 

What the consequences of these measures are on class relations is 

unclear but it is certainly probable that social unity will be 

threatened. The effects are, therefore, likely to be long-term. 

It is with regard to the long-term impact of unemployment that we 

now consider the relevant :;overnment policies. 

(ii) LONG-TERM POLICIES: 

The effectiveness of the 1981 budget rests on the raising 

of productive activity as a result of a massive injection of 

investment capital. Agriculture, forestry, fishing, horticulture 

and manufacturing are the major areas hoped for investment. They 

are to be supplemented by the controversial 'major projects', all 

of which form the basis for increased productive activity and 

employment. The emphasis of these policies is on increasing 

reliance on the export sectors which, it is anticipated, will earn 

sufficient foreign exchange to spur the domestic market. The 

major projects are to capitalise on available resources and 

8.ren so,, since the 



projects amount to approximately a tenth of the total fixed 

investments over the next decade, they constitute a relatively 

small proportion of the proposed investments. Furthermore, 
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government anticipates· that, as a result of these projects, 

investment will be sparked off since "the contributions that these 

projects make to the balance of·'~payments will support a higher 

30 overall level of economic activity and, therefore, of employment". 

The logic underlying the assumptions on which the policies are made 

is less than clear. It has been suggested that the projects 

themselves will not create many jobs (which government admits) 

and that they have a high demand for imported technologies. The 

projects are, therefore, likely to reduce investment capital which 

could have been spent on more labour-intensive industries. In 

other words, the projects could be detrimental to employment 

31 growth despite government assurances to the contrary. The 

construction stages, for example, will provide only about 4,000 

jobs mainly for skilled and semi-skilled tradesmen (predominantly 

male). In addition, not all these jobs will be available to the 

unemployed because of the domestic shortage of skilled labour, 

much of which will be imported. 32 The anticipated job creation 

in other sectors will only be in proportion to the level of direct 

jobs created. Foreign exchange is unlikely to generate more 

jobs but, rather, used up in improved technology as a means of 

33 creating greater profit. 

In terms of social unity, New Zealand cannot afford to wait 

patiently for a decade before the anticipated rise in employment 

levels. There is some truth in the observation that, even if the 

policies succeeded, worke~s in the dole queues now will move on to 

the pension queues long before the eagerly awaited jobs arrive. 



III SUMMARY 

Faced with rising levels of unemployment and their 

corresponding social problems, state activity has concentrated 

on both raising productive activity and controlling the level of 

the average wage. In the pursuit of productive growth, the state 

has attempted to raise profitability by reducing and restricting 

variable capital costs. The effect of this is to extend the 

time in which labour-power may be used to create the surplus. 

Policies in conformity with the objective of holding down wages 

include the proposed youth rates, the stalled wage/tax tradeoff, 

and the recent wage/price freeze. Furthermore, in attempts to 

raise investment capital, the state has imposed reductions.in 

expenditures which are not directly productive. Education and 

health spending, for example, have accordingly been slashed by up 

to three percent. The effect of these and other policies 

(tightening up on dole eligibility, for example) are to liberate 

expenditures from unproductive areas and make them available for 

the pursuit of the growth strategy. In the case of all these 

policies, employment is viewed as an effect, rather than as an 

integral feature of the growth strategy. A major omission 

from the policies, therefore, is the recognition that the problems 

of unemployment cannot be alleviated simply by investment in any 

project unless there is an expansion into labour intensive 

industries. Moreover, there is no indication that the recent 

thrust into the export sectors has either improved the balance of 

payments situation or raised employment levels. 

In this and preceding chapters, we have confined the scope 

of this work to the present unemployment difficulties, with 

particular reference to the form of unemployment and its 
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relationship to the production system. What the implications 

are on New Zealand, and upon its de~elopment as a capitalist 

society, is the subject of the concluding chapter. 
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CHAPTER V 

CONCLUSION 

In this chapter, I link the arguments of the previous chapters 

into a general theory of capitalist unemployment in New Zealand. The 

analysis locates the problem of unemployment within the sphere of 

capitalist production. At the same time, however, the assessment 

of the unemployment experience in New Zealand demands attention to the 

particular forms and level of capitalist production. The 

development of capitalism in New Zealand implies the development of 

different types of employment as well as the very conditions of 

unemployment itself. The law of capital accumulation determines 

the continual expansion and contraction of employment levels. Both 

employment and unemployment are, therefore, products of capitalist 

development and not independent of it. It is precisely in this 

regard that the analysis of unemployment implies its location within 

the production process which gave rise to it. The specificity of 

New Zealand's unemployment experience, therefore, directly corresponds 

to the specificity of its capitalist development. As a result, the 

social policies of the state arise from the particular contradictory 

development of New Zealand capitalism. First, the creation of 

surplus value depends on labour-power producing values greater than 

the values capitalists are required to pay in the form of wages. The 

realisation of this surplus as profit, however, depends on the sale 

of commodities (embodying the surplus value) at their value. The 

contradiction of capitalist production arises simply as the result 

of the unity of the above forces; namely, the forces which rc\ise the 

creation of surplus value simultaneously make the realisation of 

that surplus value more difficult (assumin~ that the two processes 

occur in the same market). This basic contradiction is responsible 

for the recent shift of capitals into the export sectors, in order 



to separate the processes of surplus creation and surplus 

realisation. In other words, the decline in domestic 

consumption inevitably led to an export led strategy. 

Second, in aiding the export strategy, the government's 

objective was to shift unproductive resources into investments 

and exports with the aim of reducing the balance of payments 

deficit and releasing capital into those areas which may raise 

productive activity and, therefore, jobs. Whilst export 

receipts has risen, the overall strategy has failed dismally. 

New Zealand's balance of payments deficit has risen relentlessly, 

largely as a result of an increasing need for imports in the 

export sectors and the unemployment levels show no signs of 

improving. 

And, third, the present capitalist crisis has imposed 

new demands on the state, particularly in the area of social 

control. The growth of unemployment has placed increasing 

financial drains on capital and tensions in class relations. 

The rising ex:penditure implied in these demands, whether 

they be on unemployment benefits or emvloyment schemes, have 

resulted in additional downward pressure on the rate of profit. 

In other words, the expenditure associated with rising 

unemployment exacerbates the crisis itself, since a crisis 

is simply the need for capital to re-establish conditions for 

profitable accwnulation and such expenditures hinder the 

re-establishment of those conditions. 

The pressures outlined above are not, however, the only 

effects of the present crisis. The declining standards 

of living, which accompany the present situation, have raised 

the need for additional incomes. These are directly the 

result of workers receiving a decreasing portion of the value of 
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reproducing a working class family. In other words, employers 

are attempting to raise the rate of profit by reducing the 

socially necessary labour-time in which to reproduce that labour-

power. This process has occurred, not through raising the 

productivity of labour-power, but by r~ducing living standards. 

The short-term implications are a worsening; of the present job 

shortage, since the labour-supply has been swelled by, the 

need for additional incomes per working class family. 

Furthermore, since the unemployed operate within the context 

of the labour market, the need to secure the wage-relation has 

forced the state to adopt measures that maintain social harmony, 

on the one hand, and enforce worker willingness, on the other. 

Much of the employed public's concern about unemployment has 

centred on the disincentive effect of the unemployment benefit 

(that is, the fostering of idleness). 'rhe concern has been 

supported and encouraged by government (evidenced by the 

proposed personal tax reductions) and the ideolog~e$ ·instrumental 

in preventing working class unity. Moreover, the divisions 

between the employed and the unemployed have been reinforced by 

further segregations within those actively engaged in productive 

activity. All indications are that the labour market has 

undergone divisions based on sex and age. Women receive 

lower rates of pay than men and the young· people have been the 

target of much attention with respect to the proposed discriminato:cy 

rates of youth pay. In both these cases, unemployment is 

particularly high (as compared with other groups). '!'he net 

result of these divisions has been to undermine any potential 

workin~ class movement which could threaten capitalist class 

relations. Unemployment amongst women has become an increasing 

social :problem, though its prevalence has been obscure" :)y the 

Labour Department statistics~ Moreover, the lack of attention 



aimed at the problem of female unemployment has, for example, 

concealed the increasing dependence of women's contributions to 

household income levels. In part, because of this, it is 

unlikely that the barrier to women in the work!orce will be 

removed until the demand for labour-power increases. 

These divisions and possibilities aside, the rising 

levels of state expenditures implied by the rising shortage 

of jobs, have forced the state managers to look at areas where 

spending may be cut. The proposed three percent cost cutting 

exercise by government is just such a measure, and its effects 

will surely result in a decline in living standards. A.~ain, 

these pressures will lead to an inevitable increase in the 
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demand for jobs, and further undermine class relations. Whilst 

poverty is a somewhat relative term, the increasing levels of 

unemployment will mean an acceleration of the unequal 

distrubution of wealth. 

The increasing level of unemployment places burdens both 

on those unemployed and on society, as a whole. The social 

consequences determine the conditions on future class relations 

and conditions of employment. Therefore, the future policies 

of state concerning the regulation of the working class will 

depend on the capacity of the state to find viable solutions 

which arise from the contradictory process of capitalist 

production. It is unemployment, therefore, more than any 

other single aspect of New Zealand society, which will provide 

f ertiJ. e conditions for the emergency of a threat to class 

relations in New Zealand. 
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P O S T S C R I P T 

A recent report, prepared by the task force on tax reform, 

contained a number of proposals likely to be included in the 

1 forthcoming Budget. Of particular note is the introduction 

of a tax on consumption in the form of a value added tax 

(V. A. T.). The adoption of the scheme has been encouraged 

by the Prime Minister's caucus economic collllDittee and is, 

therefore, likely to be introduced, at least in part, and to 

be completed in about three years. 

Though the net effect of the V. A. T. proposal is 

uncertain, since its details have yet to be made public, it 

will undoubtedly impose additional costs to capitalists. To 

offset these pressures on consumption power, it is likely that 

government will propose a reduction in personal income tax 

(by how much is, again, uncertain). The Public Service 

Association has, however, predicted that the lower income 

groups will be most disadvantaged by the V. A. T. and tax 

. 2 concessions. The report anticipates that those people in 

the up to $5,500 per year income groups will find their 

personal tax bill rise from 14.5% to 15°/4 and, in addition, 

will be subject to the increases in the cost of living implied 

by V. A. T. The effect on average living standards is, 

therefore, likely to fall particularly in the lower income 

,'sroups. 

With respect to the wage/price freeze announced on 

June 23 (1982), eighty five breaches have been received by 

the Trade and Industry Department in Christchurch to date. 

The National figures show that the Department's offices in 

the four main centres have, so far, received 325 alleged 



breaches (and 50 applications for price increases). 3 

Whilst some breaches were to be expected, it is evident-that 

the wage/price freeze has (and still is) being challenged. 

In addition, the President of the Federation of Labour (Mr 
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J. Knox) has publicly disregarded the validity of the 

regulations and gave assurances that "we have made it clear 

that unions will go about the wage round in the ordinary way11 •
4 

The point is that if the net effect of the V. A. T. and the 

reductions in personal incomes tax is the worsening of 

working class living standards, it is highly probable that 

the F. o. L. will become increasingly radical and harden 

its resolve against the deterioration of real wages. 

Strike action and the disruption of productive activity may 

well be expected. 

The Prime Minister has blamed the working class's 

dissatisfaction of his government's policies on media 

misrepresentation5 and just about everything else except 

himself and the capitalist system. It has been noticeable 

that the government has tried to adopt policies (mostly 

ideological), which do not threaten the class character of 

society. To date, the policies have been a failure, 

the balance of payments difficulties have worsened, living 

standards are being eroded and the levels of unemployment 

show no signs of abating. The policies now being advanced 

offer little and one cannot be anything but skeptical. 

Certainly, it is clear that the unemployment difficulties 

in New Zealand are the result of a system of production 

which pleaces people as subject to it, as opposed to the 

purpose of the system being primarily to serve people. 
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