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Abstract 
 
 

Both economic and psychological research provides strong evidence that unemployment 

adversely affects a person’s mental, emotional, and physical wellbeing, which in turn may 

impair his/her ability to regain employment. Studies also suggest a person’s ‘psychological 

capital’ (personality traits that influence the productivity of labour) may mediate1 the impact 

of unemployment on wellbeing and facilitate re-employment. While the effects of 

unemployment have been well documented, the simultaneous relationship between wellbeing 

and labour market status and the influencing role of psychological capital have received much 

less attention, requiring further investigation. There is still concern in the literature that “the 

exact nature of the interrelationships between labour market experience and mental health 

remains unclear and complicated by questions over the direction of causality and 

heterogeneous impacts across individuals.” (Dockery, 2006, p. 2) 

 

The purpose of this research is to explore the interrelationship between labour market status, 

wellbeing, and psychological capital in more detail. The thesis combines key concepts from 

various economic and psychological theories, each partially describing how labour market 

status, wellbeing, and psychological capital interact with each other. The validity of the 

integrated model is then tested by estimating structural equations for labour market status and 

wellbeing using cross-sectional and longitudinal data from the Household, Income and 

Labour Dynamics in Australia (HILDA) Survey. The HILDA Survey is a broad social and 

economic survey that focuses on family and household formation, income and work. The 

survey contains economic, psychological, and demographic data with sound psychometric 

                                                 
1 A mediator effect (or indirect effect) involves one or more ‘intervening variables’ transmitting some or all of the causal 
effects of prior variables (e.g. unemployment) onto subsequent variables (e.g. wellbeing).  See: Byrne, 2001). 
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qualities for a large sample of working aged Australians that makes it well suited to this type 

of analysis.   

 

As well as the regression analyses, the results of a case study conducted with a group of job-

seekers at an employment agency are also reported. The study sought to evaluate the 

effectiveness of personal development training for the unemployed (designed to improve 

psychological capital), and its subsequent influence on their ability to regain employment. 

While the research was halted before completion, some valuable insights were gleamed from 

the study, and these warrant discussion. 

 

Findings of the research indicate a simultaneous relationship exists between labour market 

status and wellbeing. Individuals with healthier wellbeing are more likely to be employed, 

and employment contributes to healthier wellbeing. The results also indicate psychological 

capital is an important variable influencing wellbeing, partially mediating the impact of 

unemployment on wellbeing. Employed individuals have significantly higher psychological 

capital than those who are unemployed or not in the labour force, or those who transition in 

and out of employment. Psychological capital appears to be a relatively stable, but somewhat 

malleable, personality construct that does not vary greatly for individuals experiencing 

changes in labour market status (LMS). People who develop poor psychological capital 

during youth may therefore be predisposed to a higher risk of being unemployed when they 

enter the labour market.  

 

The results suggest programs/policies that foster healthier wellbeing and psychological capital 

during youth, or repair damaged psychological capital once in the labour market, could help 

lower unemployment or the duration of unemployment. Recent Australian government policy 
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initiatives designed to improve labour force participation and productivity by enhancing 

human capital are likely to be more effective if they also target psychological capital. The 

research also highlights shortcomings in mainstream economic theory, which are discussed 

along with the weaknesses of the study, and opportunities for further research. 
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Chapter 1 

Introduction 

 
1.1) Purpose of the study 

In recent years there has been a growing interest amongst economists in understanding the 

relationship between a person’s mental health and employment status. Research from both 

economics and psychology provides convincing evidence that unemployment adversely 

affects a person’s mental, emotional and physical wellbeing. Poor wellbeing, in turn, can 

impair a person’s ability to regain employment. Research also suggests a person’s 

‘psychological capital’ (personality traits that influence the productivity of labour) may 

mediate the impact of unemployment on wellbeing and help facilitate re-employment.  

 

While the negative effects of unemployment on wellbeing are well documented, the 

simultaneous relationship between wellbeing and labour market status (LMS), and the 

mediating role of psychological capital (PK), are less well understood. The malleability of PK 

also requires better understanding. The extent to which PK can be altered (for example, 

through training, psychotherapy or labour market experiences), and therefore targeted to help 

facilitate re-employment, is an ongoing debate within psychology that has important 

implications for labour market programs. Each of these issues has received limited attention 

in the literature and requires further investigation. 

 

The purpose of this research is to explore these topics in detail. Specifically:  

1. How does unemployment impact on a person’s wellbeing, and how does poor wellbeing 

simultaneously affect his/her ability to regain entry into the labour market? 
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2. What role does a person’s PK play in mediating the impact of unemployment on 

wellbeing and in facilitating re-employment? 

3. How malleable is PK and what are the implications for labour market programs? 

 

To investigate these issues, an interdisciplinary approach is used that combines key ideas and 

concepts from both economics and psychology. A number of theories from the two 

professions attempt to explain (in part) how LMS, wellbeing, and PK interact with each other, 

and support from applied research for each theory has led to suggestions that they be 

integrated (Muller et al., 2005; Waters and Moore, 2002). This thesis combines five theories 

(two from economics and three from psychology) into an integrated theory, which is then 

used to explore the afore-mentioned topics by estimating structural equations for LMS and 

wellbeing. Using an interdisciplinary approach in this way has the advantage of allowing 

conventional economic theories and models to be augmented and improved by the existing 

psychological literature on PK and wellbeing, two factors which are largely absent from the 

economics literature. 

 

Cross-sectional and panel data from the Household Income and Labour Dynamics in Australia 

(HILDA) survey is used in the research. “The HILDA Survey is a broad social and economic 

survey, with particular attention paid to family and household formation, income and work.” 

(HILDA User Manual). The dataset provides economic, psychological, and demographic 

information with sound psychometric properties for nearly 9,800 respondents aged between 

17 and 64 years of age who are employed, unemployed, or not in the labour force (NILF), and 

is therefore well suited to this study.  
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The thesis also briefly reports on the results of a case study conducted with a group of job 

seekers, exploring the benefits of personal development training (designed to improve PK) in 

helping them regain employment. While the study was halted before completion, some 

important insights were gleaned from the research regarding the motivation of job seekers to 

undertake job-search activity. These insights complement the main focus of the research 

based on the HILDA dataset.  

 

1.2) Why this research is important 

Research on the relationship between LMS and wellbeing is important for a number of 

reasons. Firstly: 

 
Orthodox economic analysis implicitly treats individuals exposed to 
unemployment as if their spell had no effect upon their [psychological] well-
being, subsequent productivity, and labour force attachment. However, the 
stresses associated with exposure to unemployment are likely to affect the 
degree of attachment such individuals exhibit toward labour force participation. 
(Darity and Goldsmith, 1993, p. 63) 

 
[While] A connection between labour market status and mental health has been 
long recognised … the exact nature of the interrelationships between labour 
market experience and mental health remains unclear and complicated by 
questions over the direction of causality and heterogeneous impacts across 
individuals. (Dockery, 2006, p. 2) 

 
 

Understanding the impact of unemployment on wellbeing is important because … 
 

 
… an examination of the relationship between mental health and wellbeing and 
unemployment sheds light on the issue of the ‘personal’ costs of unemployment. 
Economists have primarily concerned themselves with estimating the so-called 
‘economic’ costs of unemployment – the gap between potential output and 
constrained output. They have yet to develop meaningful estimates of how 
unemployment affects the lives of the unemployed themselves including 
possible reduced mental health and wellbeing. (Flatau, et al., 2000, p. 161) 
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Being able to understand and estimate the effects of unemployment on wellbeing will, 

therefore, provide valuable insights for economic theory, labour market and welfare policy, 

and future research.   

 

Secondly, the exclusion of psychological variables from labour market theories and studies 

has raised concerns that many existing theories and studies suffer from omitted variable 

biases (Taubman and Wales, 1974; Jencks, 1972; Filer, 1981; Goldsmith et al. 1997; Dockery, 

2006). The inclusion of previously omitted variables that correlate with both wellbeing and 

LMS is, therefore, expected to significantly improve the quality of economic research and 

policy advice. In the last two decades there has been increasing interest amongst economists 

in understanding the influence of personality traits on factors such as labour productivity, 

wages, human capital formation, inequality, and labour market status. As yet the role of PK 

has not been well articulated in the economics literature and for this reason considerable 

attention is given to exploring the concept and significance of PK.  

 

Finally, wellbeing and PK have broader implications for economics than just the issue of 

unemployment. In Australia, demographic changes such as the aging population, skills 

shortages, and increased global competition has led to a strong focus by Commonwealth and 

State governments on how to improve the productivity and participation of labour (Indeed, 

these issues are of concern in many OECD countries as well (OECD, 2007)). This research 

demonstrates that wellbeing and PK are also important in understanding the issue of human 

capital development and economic growth.  
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1.3) Structure of the thesis 

The thesis is divided into ten chapters. Following this Introduction, Chapter Two briefly 

reviews the existing literature on the relationship between unemployment and wellbeing and 

the significance of PK. The chapter details the research to date, weaknesses in the existing 

research, and what else needs to be done to further our understanding of this area.  

 

Chapter 3 discusses in detail the concept of PK and its effect on the productivity of labour. 

The link between PK, labour productivity, and LMS is then made using the marginal 

productivity theory of labour and by discussing real world recruitment practices regarding 

PK.    

 

Chapter 4 combines five different theories of unemployment from economics and psychology 

to present an integrated theory that links LMS, wellbeing, and PK variables. This integrated 

theory is then used as the framework for the applied research.  

 

Chapter 5 undertakes a cross-sectional analysis of the integrated theory using wave 4 (2004) 

data from HILDA. The chapter includes a description of the methodology used (data, 

measures, and procedures), the results, and a discussion of key findings.  

 

Chapter 6 builds on Chapter 5 by testing the integrated theory using waves 3 and 4 (2003, 

2004) panel data from HILDA, focusing on individuals transitioning into, and out of, 

employment.2 The chapter, using an approach similar to that of Chapter 5, includes a 

discussion of methodology, results, and key findings.  

 

                                                 
2 While four waves of HILDA data are currently available, only the latter two waves contain information that can be used to 
measure PK. 
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Chapter 7 describes the outcomes of the case study by examining the benefits for job seekers 

of personal development training designed to improve PK and employment status. Insights 

gleaned from the study are discussed as well as the reasons for halting the study.  

 

Chapters 8 and 9 discuss the economic theory and policy implications of the research. The 

theoretical discussion focuses on how to integrate PK into a model of wealth and utility 

creation, into neoclassical theories of the firm, and the implications for hysteresis and wage 

theories. Policy issues discussed include the implications of PK for education, labour market 

programs, and welfare policy. 

 

Finally, Chapter 10 concludes the thesis, summarising the major findings and their 

implications. It also notes the limitations of the study and the scope for future research. 
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Chapter 2 

Literature Review  

 

2.1) Introduction 

This chapter reviews the literature on the relationship between unemployment, wellbeing, and 

psychological capital (PK), and provides background information. This is followed by a 

critique of existing studies; noting what work has been done, key findings, weaknesses in the 

existing research, and opportunities to improve our understanding of this area. The purpose of 

the chapter is to provide the reader with an understanding of the main issues in this field of 

research, and to act as a ‘launching pad’ for the applied research undertaken in this study.  

 

2.2) Background information 

2.2.1) Defining important terms 

Before proceeding further, it is useful to define the concepts of ‘wellbeing’ and 

‘psychological capital’ (discussed in more detail in Chapter 3).  

 

Wellbeing relates to both mental and physical health. Mental health “refers to the extent to 

which a person’s emotions, thoughts and behaviours enable them to function effectively as a 

member of society” (Australian Bureau of Statistics, 1997a, p.1, cited in Dockery, 2006, p. 3).  

 
Mental health refers to a person’s ability to function and undertake productive 
activities, to develop and maintain meaningful relationships and to adapt to 
change and cope with adversity. Mental health underlies a person’s ability to 
interact with others and their environment. It represents an individual’s sense 
of wellbeing and competence, and their ability to realise their full potential.” 
(Butterworth, 2003, p. 1, cited in Dockery, 2006, p. 3)  
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PK is defined by Goldsmith, Veum, and Darity (1997) as “those features of personality3 

psychologists believe contribute to an individual’s productivity. These may include a person’s 

perception of self, attitudes toward work, ethical orientation, and general outlook on life.” (p. 

815). “A person’s psychological capital is likely to govern their motivation and general 

attitude toward work” (p. 816). Luthans et al. (2007) point out that “there are a large number 

of personality traits with demonstrated relationships with performance and attitudinal work 

outcomes.” These include: self-esteem; self-efficacy/confidence; locus of control; emotional 

stability; optimism; hope; resiliency; and conscientiousness. Other possible traits being 

investigated in the literature include: creativity; wisdom; humour; subjective wellbeing; and 

social capacities (gratitude, forgiveness, emotional intelligence, spirituality, authenticity, and 

courage). Four of these traits are focused upon in this research and are discussed in detail 

below and in Chapter 3.  

 

Various terms other than PK have been used in economics to similarly describe personality 

traits that influence labour productivity. They include: 

• ‘Personality’ or ‘psychological traits’ – characteristics other than human capital variables 

that account for differences in peoples’ economic success (Osborne-Groves, 2004); 

• ‘Non-cognitive traits’, ‘non-cognitive skills’ or ‘personality traits’ - characteristics other 

than cognitive skills, family background, years of schooling, and race that affect earnings, 

occupational status, and family income. These include traits such as dependability, 

persistence, and self-discipline (Jencks, 1979; Heckman, 2003);  

• ‘Affective human capital’ – is comprised of cognitive skills (education and experience) 

and affective skills (personality traits), both of which are associated with differences in 

workers’ earnings (Filer, 1981).  

                                                 
3 Personality refers to “A person’s unique and stable pattern of characteristics and behaviours” (Wood et al., 1996). 
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• ‘Wider human capital’- “the capacity to develop, manage and deploy one’s own 

competencies, for example by investing in further learning, by finding a job that suits 

one’s talents and by developing facets of one’s character that enhance one’s effectiveness 

at work.” (OECD, 2002, 119) 

• ‘Soft skills’ - traits that influence motivation and sense of personal effectiveness. Soft-

skills also include measures of interpersonal connections, called social capital, which 

influence productivity through relationship ties (Duncan and Dunifon, 1998).   

• ‘Personal capital’ - “an individual’s basic personal qualities [that] reflect the quality of an 

individual’s psychological, physical, and spiritual functioning.” (Tomer, 2003). 

 
Personal capital is a kind of human capital because it relates to a capacity 
embodied in individuals. However, personal capital differs from standard 
human capital in that the human capacity involved is not the type developed by 
academic education or by the usual types of job-related training. The personal 
capital capacities are fundamentally different from cognitive intelligence or 
intellectual knowledge… A person’s stock of personal capital is partly a product 
of one’s genetic inheritance, partly a result of the life-shaping events that one 
has encountered, and partly an outcome of one’s efforts to mature and to grow 
in non-intellectual ways. (Tomer, 2003, 456)   

 

The term ‘psychological capital’ is used in this thesis in preference to the other terms for three 

reasons. Firstly, the definition of PK provided by Goldsmith et al. (1997) makes an implicit 

distinction between personality traits that do influence the productivity of labour and 

personality traits that do not influence the productivity of labour, a distinction which helps 

narrow the focus of this research and assists in choosing an appropriate measure of PK. 

Secondly, the term ‘psychological capital’ is similar to the term ‘human capital’ commonly 

used in economics, to facilitate a clearer distinction between the two concepts. Thirdly, the 

term ‘capital’ highlights the idea that investing in PK now can produce returns in the future. It 

also highlights the role PK can play as an input in the production process.4  

                                                 
4 A fourth reason relates to the increasing use of the terms ‘cognitive’ and ‘non-cognitive’ skills in policy documents (e.g. 
Productivity Commission, 2006), following the work of economist James Heckman (2003). Use of the term ‘non-cognitive 



 10

2.2.2) History of research in this area 

Research on the causes and effects of unemployment on individuals dates back to the 1930s 

Great Depression, and has grown substantially since the 1970s because of the high and 

persistent unemployment rates experienced in many economies (Flatau et al., 2000). Ganley 

(2004) points out that in the 1980s there were at least four major reviews of the topic 

identifying a large number of studies that indicate more psychological distress among the 

unemployed. The 1990s saw further reviews. Murphy and Athanasou (1999) reviewed 16 

longitudinal studies published between 1986 and 1996 in various countries. “Fourteen of the 

16 studies supported the hypothesis that unemployment has negative effects on mental 

health.” (Ganley, 2004, p. 180). Other reviews include Walsh and Jackson (1995) and 

Halvorsen (1998). Since 2000, research in the field has continued both in Australia and 

internationally (see, for example: Creed and Machin, 2002; Creed and Muller, 2003; Flatau, 

Galea and Petridis, 2000; Heckman et al., 2003, 2005; Dockery, 2004, 2006). 

 
Despite this interest, it has been psychologists, sociologists, and 
epidemiologists, not economists, who have been at the forefront of research 
into the potential adverse effects of unemployment on the lives of the 
unemployed. The inter-linkages between mental health and wellbeing and 
unemployment have only recently begun to be explored by economists. 
(Flatau et al., 2000, p. 161) 

 

Similar to wellbeing, research by economists on PK is still in its infancy, despite an awareness 

of the importance of psychological variables at least since the 1960s. The lack of investigative 

research in economics is likely the result of: (1) poor guidance in mainstream economic theory 

on which personality or behavioural traits may influence productivity (Bowles et al., 2001a); 

                                                                                                                                                         
skills’ to describe personality traits that influence performance is misleading and inaccurate. Personality is determined by the 
combination of genetics, environment, and cognitions (beliefs and attitudes). The term ‘non-cognitive skills’ therefore fails to 
recognise the importance of learning and culture, implying personality traits are fixed and unalterable. The terms ‘human 
capital’ and ‘psychological capital’ are alternatively used in the psychology and economics literature to distinguish 
‘cognitive’ and ‘non-cognitive’ skills respectively, avoiding these problems, which this research supports (see: :Luthans et 
al., 2007).  
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(2) a lack of frameworks for measuring personality (Filer, 1981), and; (3) a lack of data 

collected on personality traits in large data sets.  

 

Traditionally mainstream economics has treated personality factors as unobservable or 

unmeasurable and excluded them from economic analysis (Goldsmith et al., 1997a; Tomer, 

2001). The relatively small amount of economic research that does include personality traits is 

often difficult to compare because the traits examined are different (based on the data 

available). In other instances, researchers have been forced to use proxies for personality traits 

because of the lack of data collected. A recent Productivity Commission report reflects the 

importance of, but practical difficulties involved in, undertaking research with PK variables: 

 
Individuals with stronger non-cognitive [i.e. PK] skills (like motivation, 
perseverance and self-control), may have a higher probability of employment, 
and may be more productive, than those with less developed skills, other 
characteristics being equal. It would be very difficult to disentangle these 
effects and data that would support such an analysis are not currently 
available. (Productivity Commission, 2006, p. 247) 

 

What economic research does exist on PK has mainly focused on five areas. Note that the 

different terms used to describe personality traits influencing the productivity of labour below 

(such as personal capital and non-cognitive skills) are considered to be PK: 

1. Economic growth, business performance and entrepreneurship. John Tomer (1987; 

1999; 2001; 2003) has explored (at a theoretical level) the positive relationship between 

‘personal capital’, economic growth, and organisational performance. Higher PK is 

expected to increase the productivity of labour and enterprises, resulting in higher rates of 

economic growth. Caliendo, Fossen and Kritikos (2006) have investigated the relationship 
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between attitudes to risk aversion and entrepreneurship, with more risk averse individuals 

being less likely to become self-employed.5  

2. Educational Achievement. Carneiro, Heckman and Masterov (2005) review a substantial 

body of literature indicating PK (non-cognitive skills) significantly influences educational 

outcomes such as the completion of Year 12 or college. The research of Bowles and 

Gintis (1976a) found perseverance, dependability, and consistency are the most important 

predictors of grades in school. 

3. Earnings. A number of researchers have incorporated various personality traits into wage 

determination models. Such research has found that “in aggregate, a variety of non-

cognitive variables have appreciable effects on earnings independent of family 

background, education, or measured cognitive ability.” (Osborne-Groves, 2004). 

Goldsmith  et al., (1997) found that a person’s wage is more sensitive to changes in PK 

(self-esteem) than to comparable changes in human capital (See also: Taubman and 

Wales, 1974; Edwards, 2002; Jencks, 1979; Filer, 1981; Koppel, 1981; Szekelyi and 

Tardos, 1993; Goldsmith et al., 1997a and 1997b; Duncan and Dunifon, 1998; Bowles et 

al., 2001 and 2001b; Heckman, 2005). Neoclassical and New Keynesian efficiency wage 

theories also suggest the possible influence of PK on wages as a way of explaining 

observed inter-industry wage differentials. One explanation (based on neoclassical theory) 

suggests that while workers receive a wage equal to their marginal product, wages also 

compensate for ‘unobserved abilities’ (Murphy and Topel, 1990). Although not stated by 

the authors, these ‘unobserved abilities’ could include differences in PK. Alternatively, 

efficiency wage theories suggest employers pay higher wages to attract better staff, reduce 

turnover, and encourage worker productivity (Akerlof and Yellen, 1986, 1990; Riveros 

and Bouton, 1991). Wage differentials could therefore be interpreted as an effort to attract 

                                                 
5 This finding was true only for individuals coming out of regular employment, while risk aversion did not 
appear to be significant for individuals coming out of unemployment.  
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and retain workers who have healthier PK. However, it is noted that the existing literature 

on efficiency wages does not make explicit linkages between wages and PK. (The 

possible linkages are discussed in Chapter 9).  

4. Labour market outcomes and wellbeing. Economic research has found that job insecurity 

and unemployment adversely affect mental health (Adam and Flatau, 2005; Flatau et al., 

2000; Clark and Oswald, 1994; Goldsmith et al., 1997; Theodossiou, 1997; Clark et al. 

2001; Clark 2003; Heckman, 2005). The relationship between wellbeing and hysteresis6 

has also been touched on in the economics literature (Quiggin, 1995; Darity and 

Goldsmith, 1993). However, there is very little economic literature examining the 

psychological mechanisms through which hysteresis results in higher rates of 

unemployment, or policy recommendations for dealing with these effects. (Rather, policy 

suggestions have tended to focus on the problem of redundant human capital skills).  

5. Social behaviour and inequality. Heckman has also looked at the influence of ‘non-

cognitive skills’ on human capital formation (i.e. schooling decisions), behavioural 

outcomes (such as teenage pregnancy and marriage, smoking, marijuana use, and 

participation in illegal activities), and more broadly on the implications for socio-

economic success and inequality in the United States (Heckman, 2005; Heckman and 

Krueger, 2003).  

 

By comparison, there is a rich and varied body of research in psychology on PK. Much of this 

research has focused on the relationship between personality and work performance (Furnham 

et al., 1999; Salgado, 1997; Barrick and Mount, 1991; Tett et al., 1991; Judge et al., 1997; 

Erez and Judge, 2001). The research has also focused on the negative effects of 

                                                 
6 Hysteresis is a term used to denote a situation in which cyclical fluctuations in the economy have permanent 
effects on the level of unemployment. Workers who are retrenched during a recession may not regain 
employment even when the economy recovers and jobs are available because their human capital skills have 
become obsolete. 
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unemployment on peoples’ physical and mental health (for a literature review see: Flatau, 

Galea, and Petridis, 2000. See also: Morrell et al., 1998; Mathurs and Schofield, 1998; 

Hammarstrom, 1994; Morrell, Taylor, Quine and Kerr, 1998; Beale and Nethercott, 1987; 

Creed et al., 1999; Murphy and Athanasou, 1999; Liem and Liem, 1988). 

 

Unlike neoclassical economics, which has produced no frameworks for studying the 

relationship between personality and productivity, psychologists have developed two main 

frameworks for undertaking this task. The first of these is the ‘five factor theory: “A trait 

theory that attempts to explain personality using five broad dimensions [extroversion, 

neuroticism, conscientiousness, agreeableness, and openness to experience], each of which is 

composed of a constellation of personality traits.” (Wood et al., 1996, p. 452). The five-factor 

theory “seeks to provide a scientifically accurate framework for organising the many 

individual differences that characterise humankind.” (ibid.) However research examining the 

relationship between these traits and work performance has produced inconsistent results, 

with researchers differing in their findings about which of the traits are significant predictors 

of performance. Only conscientiousness has been found to be a consistently good predictor of 

performance across a range of individuals and professions (see: Salgado, 1997; Barrick and 

Mount, 1991; Tett et al., 1991).   

 

A second, relatively new, framework is the ‘core self-evaluations’ construct developed by 

Judge et al. (1997). Core self-evaluations are ““basic conclusions” or “bottom-line 

evaluations” that represent one’s appraisal of people, events, and things in relation to 

oneself.” (Erez and Judge, 2001, p. 1270). Judge et al. have identified four personality traits 

that are amongst the best predictors of work performance: self-esteem meaning a person’s 

psychological need to feel lovable, valuable, and capable; self-efficacy meaning “A person’s 
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belief in his or her ability to perform competently in whatever is attempted” (Wood and 

Wood, 1996, p. 724)); locus of control which is a person’s sense of responsibility about what 

happens to them in life; emotional stability, or neuroticism; “the ease and frequency with 

which the person becomes upset and distressed.” (Carver et al., 2000, p. 65). Based on a meta-

analysis of research on these four traits, Judge et. al. (2001) conclude that these traits are 

amongst the best predictors of labour productivity, explaining 20-30 percent of individuals’ 

work performance (the construct is explained in greater detail in chapter 3).  

 

Given the inconsistent results of the five-factor theory and solid support for the core self-

evaluations construct in predicting work performance thus far, the core self-evaluations 

construct is used as the framework for measuring PK in this thesis. 

 

2.3) Critique of existing studies 

2.3.1) Key findings of the research 

Numerous psychological and economic studies have examined the effects of unemployment 

on people’s wellbeing.  Four broad findings to emerge from the research are the following: 

 
2.3.1a) Unemployed people have poorer psychological health than employed workers  

The majority of existing research strongly suggests that labour market status significantly 

affects a person’s psychological wellbeing. Compared to employed individuals and those in 

low-paid jobs or studying, the unemployed are significantly more likely to suffer negative 

symptoms including: anxiety; depression; grief; hostility; paranoia; loss of confidence; 

reduction in self-esteem; poorer cognitive performance; loss of motivation; learned 

helplessness; lower happiness; feelings of devastation, demoralisation, and humiliation; a 

sense of rejection and failure; lack of purpose; lack of status and identity; pessimism; suicidal 

ideation; lower levels of coping; strained personal relations (including family); psychosomatic 
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health problems; and behavioural problems (such as substance abuse) (Theodosiou, 1997; 

Goldsmith et al., 1997; Layard, 2005; Morrell et al., 1998; Creed et al., 1999; Shamir, 1986; 

Murphy and Athanasou, 1999; Dockery, 2005, 2006; Ganley, 2004; Department of Labour, 

2007). “Feelings of low esteem and status may be reinforced by having to seek help from 

welfare systems and by feeling powerless when interacting with these systems.” (Ganley, 

2004, p. 181). Theodossiou (1998), using data from the 1992 British Household Panel Study 

(BHPS) on 7897 employed, unemployed, and out of the labour force individuals aged 

between 16 and 91 years of age, found that an unemployed individual is nearly three times 

more likely to consider himself/herself a worthless person compared to an employed 

individual, and two and a half times more likely to report lower levels of general happiness. 

Other potential consequences of unemployment include “poverty and financial hardship, 

reduced future work opportunities, reduced participation in mainstream community life, … 

and intergenerational welfare dependency” (Ganley, 2004, p. 180), each of which is also 

expected to impact on mental health. 

 

Mental health scores are also significantly lower (relative to the full time employed) for 

individuals who are employed part time or who are not in the labour force. Compared to the 

full time employed, low paid individuals are 1.26 times more likely to consider themselves a 

worthless person, and 1.44 times more likely than for someone not in the labour force 

(Theodossiou, 1998). 

 

Murphy and Athanasou (1999), in a meta-analysis of sixteen longitudinal studies on the effect 

of unemployment on mental health, found that employment loss results in a 22 percent 

decrease in psychological wellbeing, while gaining employment improves psychological 
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wellbeing by 34 percent. There are, therefore, significant health benefits associated with being 

employed.  

 

Flatau et al., (2000) found 36.6 percent of unemployed women and 31.4 percent of men suffer 

from a mental disorder compared to 21.5 percent of women and 17.7 percent of men who are 

full time employed. The authors also report that 14.1 percent of unemployed women and 22.9 

percent of unemployed men suffer from one or more substance use disorders (compared to 5.7 

percent of full-time employed women and 11.1 percent full-time employed men).  

 
The results suggest that the labour force states of unemployment, being not in 
the labour force, and part-time employment are all associated with poorer 
mental health outcomes relative to the full-time employment state when 
controlling for socio-demographic factors (other than income) and physical 
health conditions. (Flatau et al., 2000, p. 169) 

 

2.3.1b) The effects of unemployment worsen over time and may have a scarring effect  

The longer a person is unemployed, the greater the negative effect on wellbeing that is 

expected. Figure 2.1 depicts “a trajectory of emotion” produced by McGregor and Gray 

(2001, cited in Department of Labour, 2007) created using qualitative data from a survey of 

mature job-seekers (aged over 45) in New Zealand who were asked the question, “How do 

you feel about being unemployed?”  

While the authors note that the trajectory does not necessarily reflect the complexity or 

accuracy of an individual’s reaction to unemployment, it does indicate the process of 

increasingly negative emotional and behavioural symptoms of being unemployed, and the 

process of becoming disengaged from job-search activity. Whether an individual perceives 

job loss as positive or negative will affect their reaction. 
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Figure 2.1) Emotional trajectory described by mature job-seekers, with a continuum of 
engagement in job-seeking 

Shocked
Adjusting

Optimistic
Embarrassed / Insulted

Indifferent
Demotivated

Bored
Frustrated / Angry

Insecure / rejected
Loss of self-esteem / worthless

Worried
Socially isolated

Guilty
Stressed

Depressed
Suicidal

Total disengagementActive engagement

Continuum of engagement in job-seeking
 

 

Ganley (2004) cites: 

… a large-scale German study showing that life satisfaction decreased after 
unemployment until it hit 'rock bottom' around a year after becoming 
unemployed. If unemployment continued beyond this, adaptation occurred, 
although satisfaction remained well below the level of employed people. (p. 
181) 

 

Other researchers (Winefield, 1995; Flatau et al., 2000; Dockery, 2004, 2006) suggest there is 

not likely to be any simple linear relationship between time unemployed and wellbeing. 

Flatau, Galea and Petridis (2000) describe how an individual may move through various 

stages after becoming unemployed - shock, a degree of initial optimism, followed by 

pessimism and eventually resignation. These stages create an oscillating pattern in mental 

health scores after becoming unemployed, initially declining, then experiencing some 

recovery, and then further deterioration.  
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The evidence suggests that, rather than psychological wellbeing ... either 
deteriorating or improving consistently through the period of unemployment, 
the unemployed move through stages in terms of the impact of unemployment 
on mental health and wellbeing. For both women and men, mental health and 
wellbeing outcomes are lowest in the 13 to 26 week duration category. (Flatau 
et al., 2000, p. 168) 

 

Youth who have been out of work for between 4 and 6 months do not seem to 
be as greatly affected by their unemployment as those more recently 
unemployed.  Adaptation and habituation theories suggest that individuals may, 
at least for some time, adjust mentally to their state of unemployment. 
(Dockery, 2005, p.19) 

 
Liem and Liem (1988) found that unemployment leads to psychological impairment after 

approximately 2 months. The symptoms increase further after 4 to 5 months and health 

continues to deteriorate between 8-12 months of continuous unemployment. Those who 

regain employment within 4 months of becoming unemployed recover quite quickly. 

Individuals hired after being unemployed for 4 to 7 months recover, but only after 5 to 8 

months of re-employment.  

 

Clark et al., (2001) found that life satisfaction is lower, not only for the current unemployed, 

but also for those with higher levels of past unemployment. Men who have been unemployed 

for roughly 60 percent of their time in the labour force over the past three years are indifferent 

(in terms of life satisfaction) between current employment and unemployment, suggesting a 

scarring effect.  

 
… the unemployed themselves, while clearly unhappy relative to the employed, 
can become indifferent to the prospect of employment after a lengthy spell out of 
a job. If this result holds generally, the search for measures to reduce long-term 
unemployment takes on an even greater urgency. (p. 238)    

 
 

For individuals who regain employment, Goldsmith et al., (1997) found that unemployment 

experienced 1 to 2 years ago doesn’t negatively affect an individual’s current level of self-
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esteem because memories decay over time. However, the importance, or salience, of the 

unemployment experience determines the rate of decay. The more negative the experience, 

the slower the rate of decay and the longer the effect will be on self-esteem. “Only as the 

duration of prior time spent out of the labour force lengthens does their perception of self-

worth decline significantly.” (p. 150).  

 

2.3.1.c) Poor mental health may predispose individuals to a higher risk of unemployment 

As Ganley (2004) points out: 

Establishing a link between unemployment and poor psychological health 
does not necessarily prove that unemployment causes psychological problems. 
An alternative explanation is that people with pre-existing psychological 
problems are more likely to become unemployed (the 'selection hypothesis'). 
(p. 180) 

 

Dockery (2006), in a longitudinal study on the relationship between mental health and labour 

force status in Australia reports that: 

 
Direct cross-sectional comparisons show that persons in employment do have 
better mental health than either the unemployed or those who are not 
participating in the labour force. This could be the result of (a) lower initial 
mental health reducing a person’s chance of being in employment; (b) the 
state of non-work causing deterioration in mental health relative to the 
employed; (c) a third factor which contemporaneously impacts upon mental 
health and employment opportunity; or some combination of these three. … 
[T]here is little evidence that remaining in unemployment or becoming 
unemployed causes a reduction in mental health. Rather it is movement 
between employment and non-participation in the labour force that is 
associated with significant changes in mental health. … [W]orkers with lower 
mental health scores are significantly more likely to become unemployed or 
drop out of the labour force in the coming years than those with good mental 
health. (p. 18) 

 

Heckman’s (2003; 2005) research also appears to support the selection hypothesis that “the 

lower relative mental health of those in unemployment is due to persons with lower initial 

mental health being more likely to be observed in unemployment”. Heckman argues that both 
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cognitive (i.e. I.Q.) and non-cognitive abilities (including motivation, persistence, and 

reliability, which are closely related to PK) determine social and economic success, and that 

“for many dimensions of behaviour, non-cognitive ability is more important … than cognitive 

ability.” “Non-cognitive ability affects the acquisition of skills, productivity in the market and 

a variety of behaviours. Cognitive ability affects market productivity, skill acquisition and a 

variety of behaviours.” (Heckman, 2005, p. 25). Both cognitive and non-cognitive skills are 

formed during youth and schooling. If a person’s upbringing and schooling results in poor 

development of non-cognitive skills, even if they possess high cognitive skills, they may not 

succeed in social and economic life. This would also imply that individuals with low non-

cognitive skills are at higher risk of being (or becoming) unemployed. Heckman therefore 

advocates intervention strategies, such as childhood programs, to develop non-cognitive (i.e. 

PK) skills.   

 

However as Ganley (2004) points out: 

 
… while those with pre-existing psychological problems no doubt appear 
among the unemployed, they are unlikely to account for the majority of the 
unemployed, particularly in times of economic depression. … In addition, 
various longitudinal studies (that are able to track psychological changes in 
individuals over time) have shown that people's psychological wellbeing 
changes as their employment status changes. … [T]hey found evidence of 
both decreased mental health for those moving from employment to 
unemployment and increased mental health for those moving from 
unemployment to employment. … [T]he 'selection' effect did not seem to 
apply in the majority of the surveyed studies, and that the studies best placed 
to control for such potential confounding variables concluded that 
unemployment per se had an effect on mental health. (p. 180) 

 

Aside from the issue of whether unemployment results in poor mental health, or people with 

poor mental health are predisposed to being unemployed, there is also the issue of whether 

poor mental health hinders re-employment. Butterworth and Berry (2004) argue that “mental 

health problems are a major cause of disability and therefore likely to make (re)employment 
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difficult”. They cite research by Derr et al., (2000) that discusses ways in which depression 

can affect a person’s ability to work: 

 
These include a direct adverse effect on work behaviour, the episodic or 
irregular nature of the disorder limiting employment options; the side-effects 
of medication; the likelihood of limited work history or educational 
achievement; and the stigma associated with mental illnesses (which prevents 
treatment seeking and also creates employer reluctance to hire). (Butterworth 
and Berry, 2004, p. 22)   

 
 
The New Zealand Department of Labour (2007) argues that “unemployment can exacerbate 

declines in mental and physical health, making it harder for mature adults who have been 

unemployed for some time to re-enter the workforce.” Time out of work affects the 

confidence and job-preparedness of job-seekers, potentially resulting in longer periods of 

unemployment. A general loss of self-confidence also results in individuals feeling less 

comfortable accessing information, advice and career guidance services that facilitate re-

employment.  

 

There is also strong evidence from therapy intervention research that efforts to improve the 

mental health of the unemployed can facilitate their re-entry into the workforce. These are 

discussed in the following section.  

 
  

2.3.1d) Various factors may mediate the impact of unemployment on wellbeing.  

Research from studies in the United States, Europe, Australia and New Zealand indicates that 

there is likely to be a range of factors that mediate the effects of unemployment on wellbeing. 

These factors include: 

• Quality and security of employment – Ganley (2004) points out that “opinion has been 

divided about whether any employment is better than unemployment in terms of 
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psychological health”. Theodossiou (1998) reports that unemployed people had even 

poorer mental health than those in low-paid employment.   

 
However, Halvorsen (1998) reviewed many other studies finding psychological 
health to be dependent on the quality and security of the employment. 
According to Halvorsen, an unsatisfying or insecure job after an unemployment 
spell is associated with psychological distress, and unsatisfying work or 
insecurity can be a more important source of health disorders than being 
unemployed. …Conclusions from Australian reviewers Bohle, Quinlan and 
Mayhew (2001) fall between the two extremes. According to them, the evidence 
from a review of unemployment research suggests that although the negative 
impact of job insecurity may be smaller than that of unemployment, and may 
depend upon a more subtle interplay between demographic factors such as 
education and income, it is still significant. (Ganley, 2004, p. 183) 

 

An Australian study by Adam and Flatau (2005) also found that job insecurity impacts 

negatively on mental health outcomes: 

 
Just as deleterious to mental health as unemployment is an insecure work 
environment. The lesson for employers is that they need also take the mental 
health of their employees as seriously as they would their physical safety. 
(Adam and Flatau, 2005, p. 5) 
 

• Gender – There are differences reported in the literature on whether males or females are 

affected more by unemployment. Goldsmith et al., (1997a) and Theodossiou (1998), in 

U.S. and U.K. studies respectively, both report that the wellbeing of females is, in general, 

more adversely affected by joblessness than the wellbeing of males. Men are less likely to 

report a loss of confidence, lower self-esteem, lower ability to face problems, and a lower 

level of general happiness compared to women. Theodossiou concludes “This gender 

difference is consistent with the generally reported findings that women are likely to be 

critical of themselves and to devalue themselves much more than men.” (Theodossiou, 

1998, p. 95). However, Flatau et al. (2000), in an Australian study, found that “in general 

males were affected by unemployment to a greater extent than females.” (p. 164). 

Similarly, the New Zealand Department of Labour (2007) reports research that suggests 
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unemployed women are less affected by unemployment than males because they are more 

likely to remain active as carers, volunteers and learners.  

• Marital status – Single people are less likely to suffer psychological strain, and divorced 

people greater psychological strain, relative to their married or defacto counterparts. 

Divorced individuals are 1.46 times more likely to report lower self-esteem and 1.29 times 

more likely to report a loss of confidence (Theodossiou, 1998, p. 95). 

 
• Race – Goldsmith et al. (1997), in a U.S. study, found that white people suffer lower 

psychological strain than non-whites, perhaps because of discrimination against non-

whites that may lower their perception of self-worth.  

• Age – Psychological strain increases with age, reaching a maximum around 36-37 years of 

age. Psychological wellbeing is lower in middle age compared with younger and older age 

groups, suggesting changes in wellbeing are non-linear in pattern (Goldsmith et al., 1996; 

Theodossiou, 1998). Unemployment is harder on middle-aged men than for youth because 

older men have greater financial responsibilities (a sense of responsibility as 

‘breadwinner’), and because work plays a greater part in their self-concept (Warr, 1987, 

cited in: Dockery, 2006). Those who are close to retirement age are likely to experience 

less anxiety and stress from unemployment because they can legitimise being unemployed 

more easily (Harrison, 1976, cited in Dockery, 2006). Theodossiou (1998, p. 94) reports 

that “age does not have a statistically significant effect on an individual’s loss of 

confidence and self-esteem.” 

• Children and child care – Having children appears to be a source of stress for parents. 

Each additional dependent child increases the likelihood of a person reporting higher 

levels of psychological strain and a loss of confidence by 1.11 times (Theodossiou, 1998). 

The likelihood of having lower general happiness and feeling less capable of facing 

problems increases by 1.11 and 1.06 times respectively for each additional child (ibid.). 
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However, those who take on child-minding activities can legitimise being unemployed 

more easily, and are therefore less likely to experience stress and anxiety (Harrison, 1976, 

cited in Dockery, 2006).  

• Income and wealth - The wage a male receives in his most recent job and, in the case of 

females, the extent of wealth accumulated, has a positive effect on self-worth, which helps 

mediate the effects of unemployment. Unemployment is also expected to be less salient 

and painful for persons with fewer financial responsibilities and for the young, “who have 

numerous outlets for idle time.” (Goldsmith et al., 1997b) 

• Social norms in labour market status - The wellbeing of the unemployed is strongly 

positively correlated with unemployment at the regional, partner, or household level. 

“Heuristically, unemployment always hurts, but it hurts less when there are more 

unemployed people around.” (Clark, 2003, p. 346). 

 

Layard (2004) summarises international research that suggests age, gender, physical 

appearance, IQ, physical and mental energy, and education have a negligible effect on 

wellbeing (happiness). Instead, the ‘Big Seven’ factors that influence wellbeing are7: 

• Family relationships – Divorce, separation and widowhood have a negative effect on 

wellbeing, while marriage tends to have a positive effect. 

• Financial situation – Employment provides income for meeting needs and facilitates the 

pursuit of goals.  

• Work – Unemployment negatively affects happiness by reducing self-respect and social 

relationships created by work. Employment helps the individual feel he/she is contributing 

to the community.  

                                                 
7 Some of the psychological research makes distinctions between wellbeing and happiness. However, in this research the two 
are considered to be close proxies for each other. The common ground between the two is established in the research.  
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• Community and friends – Community allows people to make friends and provides social 

support.  

• Health – People who struggle with chronic pain or mental illness are less happy, while 

happier people are less susceptible to disease.  

• Personal freedom – Happy individuals feel personal control. Those with low control, such 

as prisoners, nursing home patients, impoverished groups or individuals are less happy. 

The quality of government also impacts on personal freedom and peace, with people 

living in totalitarian systems reporting less happiness. 

• Personal beliefs/values – People with more positive beliefs about themselves (i.e., those 

who are more optimistic and have higher self-esteem), who believe in God and are 

religiously active, who care about others, and have greater emotional intelligence tend to 

be happier  (Layard, 2004, Scientific American, 1997).  

 

As discussed briefly below and in Chapter 4, a number of theories predict that unemployment 

will negatively affect many of these ‘big seven’ factors, and therefore impact on wellbeing.  

 

Another possible mediating variable of particular interest to this research is a person’s 

psychological capital. Existing research suggests PK is likely to influence a person’s LMS in 

two ways. First, it affects an individual’s motivation to engage in job-search activity, which 

will facilitate re-employment. Motivation refers to “the sum of the forces [including PK] that 

produce, direct, and maintain effort expended in particular behaviours” (Jewell, 1985, p. 347). 

More highly motivated individuals are expected to exert greater effort and therefore be more 

productive. Motivation theories, such as ‘goal-setting theory’, ‘expectancy theory’ and 



 27

‘learned helplessness theory’8, suggest individuals with higher self-efficacy, self-esteem and a 

more internal locus of control will be more motivated and committed to achieving goals (such 

as employment). They are more likely to evaluate negative events or outcomes optimistically 

and persevere in the face of adverse conditions because they see themselves as capable of 

producing desired outcomes. They also strive to meet higher expectations for themselves, and 

are more likely to draw on positive thoughts about their strengths and previous successes after 

a failure experience (Judge et al., 1998; Dodgson et al., 1998). People with low core self-

evaluations are more likely to reduce their effort or give up (Goldsmith et al., 2000; Robbins 

et al., 1994; Earley et al., 1987).9  

 

Support for the idea that PK influences LMS also comes from studies (in Australia, the United 

Kingdom, and USA), evaluating the benefits of personal development training in employment 

programs designed to reduce the negative psychological effects of unemployment on 

wellbeing. These interventions have sought to:  

• Teach problem solving and coping skills that inoculate participants against setbacks in job 

seeking and the prolonged effects of unemployment;  

• Improve mental health by reducing depression, psychological distress, guilt, anger, and 

helplessness, and life-satisfaction;  

• Improve attitudes toward work;  

• Increase self-efficacy and self-esteem to speed re-employment  

Such studies found that personal development training: 

• Significantly improved job seekers’ ability to find employment;  

                                                 
8 ‘Learned helplessness’ refers to a condition in which a person begins to believe they have no control over situations as a 
result of exposure to failure experiences and negative consequences. 
9 Other theories linking core self-evaluations to motivation and performance include ‘self-consistency theory’ (Korman, 
1970), ‘control theory’ (Judge et al. 1998), and Maslow’s hierarchy of needs (Muchinsky, 1983).  
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• Improved the self-esteem, self-efficacy, coping skills, life-satisfaction and mental health 

of participants;  

• Resulted in higher quality reemployment in terms of earnings and job satisfaction; 

• Increased motivation among those who continued to be unemployed, including 

expectations of reemployment (Eden and Aviram, 1993; Caplan et al., 1989; Proudfoot et 

al., 1997; Creed et al., 1996; 1998a, 1998b; 1999). 

For example, completing training in a cognitive-behavioural therapy program for long-term 

unemployed people in the United Kingdom significantly improved the mean scores on a 

mental health scale of participants and increased participants’ success rate in finding full-time 

work (34 percent in the focus group compared to 13 percent in the control group) by four 

months (Proudfoot, 1997). The studies often conclude that labour market programs should 

include training to improve psychological health, encourage positive aspects of coping (such 

as promote an internal locus of control), build self-esteem and self-efficacy, promote greater 

participation in meaningful leisure activities, and challenge perceptions of deprivation. 

 

The findings of these case studies tend to suggest that PK is malleable and capable to being 

altered by psychotherapy and training. Within psychology, there is an ongoing debate over the 

stability of personality traits, some arguing that personality is largely determined by genetics 

(and is therefore inflexible) and others arguing it is determined by environmental and 

personal/cognitive factors (see Wood & Wood (1996) and Carver & Scheier (2000) for a 

discussion of this debate). Based on studies of identical twins raised in separate environments, 

Wood & Wood (1996) conclude that non-genetic factors account for as much variance in 

personality as genetic factors (that is, personality is the product of both nature and nurture), 

suggesting traits related to cognitions are therefore capable of change over time. However, 

Carver & Scheier (2000) cite research indicating that: 
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“some people remain quite stable over extensive periods, whereas others 
experience relatively large and abrupt changes. It’s not clear, though, what 
determines which pattern a person displays … It’s apparent from these studies 
that aspects of personality can remain fairly consistent over long periods, despite 
pressures from the person’s environment. Indeed, this stability appears to be 
even greater during the person’s adult years than earlier.” (p. 77).   

 

The psychological research tends to suggests, therefore, that certain personality traits are 

stable, but malleable, and perhaps become increasingly stable with age. These findings are 

important to the investigation in this study as to whether the PK of unemployed individuals 

are influenced by labour market experiences and can be altered to facilitate re-employment. 

 

PK is also expected to affect LMS by influencing the likelihood that a person will exit a job. 

Personality influences a person’s perceptions and attitudes toward their work environment, 

including job satisfaction, involvement, and commitment. These attitudes, in turn, affect 

mental health, motivation, and outcomes such as ability to cope with stress, absenteeism, 

performance, and intentions to quit. Dockery (2006) reports that “Differences in mental health 

between those in ‘good’ and ‘bad’ jobs are … larger than the average differences observed 

between the employed and unemployed.” (p. 19) “… workers with lower mental health scores 

are significantly more likely to become unemployed or drop out of the labour force … than 

those with good mental health.” (p. 18) People with poorer PK are more likely to find 

demanding or insecure jobs stressful, producing behavioural problems including 

procrastination, avoidance, absenteeism and turnover (Seligman et al., 1986; Robbins et al., 

1994; Nelson et al., 1995; Bliese et al., 2001; Parker et al. 2003). In conjunction with the 

research of Liem and Liem (1988) cited in 2.3.1b, such findings suggest re-employed 

individuals with poor PK may be at greater risk of dropping out of the labour market again. 

This is because they are unable to cope well with work stresses as their PK has not had 



 30

adequate time to recover after re-employment. Employers are also more likely to retrench 

under-performing workers. 

 

2.3.2) Theories on the relationship between wellbeing and unemployment 

A number of different economic and psychological theories attempt to explain the effects of 

LMS on wellbeing. As briefly mentioned earlier, a few economists (Darity and Goldsmith, 

1993; Quiggin, 1995) have discussed the significance of poor psychological health in relation 

to hysteresis theories of unemployment. During periods of unemployment the work skills 

(human capital) of the unemployed become outdated and redundant, making them less 

employable. Unemployed workers may also gradually lose the motivation and self-confidence 

needed to engage in job-search activities and fulfil job requirements. This loss of skills and 

demoralisation increases the probability that the unemployed will remain jobless at any given 

wage and become long-term unemployed as they are increasingly marginalised.  

 

In psychology, three theories are commonly used to explain the effects of unemployment on 

wellbeing. One theory is Fryer’s (1986) ‘agency restriction model’, which argues that 

financial deprivation (i.e. the loss of the manifest benefit of employment, namely income) is 

the main negative consequence of unemployment. Fryer believes individuals strive for 

meaningful determination in line with their personal values and goals. Unemployed people, 

having lost their income, (generally) have greater difficulty making plans for the future, and 

consequently suffers psychological distress. 

 

A second theory is Jahoda’s (1981; 1982) ‘latent deprivation model’, which argues that paid 

employment also helps meet five important latent psychological needs: the need for time 

structure, social contact outside the immediate family, being part of a collective purpose, 
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engagement in meaningful activities, and having social status. Unemployment reduces an 

individual’s capacity to meet these psychological needs, leading to higher levels of 

psychological distress.  

 

A third theory is Kasl’s (1982) ‘reverse causation theory’, which argues unemployment has a 

negative impact on an individual’s self-esteem. Poor self-esteem in turn interferes with his/her 

motivation and ability to find work. The longer the individual remains out of the labour 

market the more damage occurs to his/her self-esteem, creating a negative cyclical effect 

between psychological health and job search activity. Consequently, the individual is at risk 

of remaining unemployed for longer periods of time.  

 

Psychological studies have provided support for the validity of all three theories (discussed in 

detail in Chapter 4), and there are now calls for an integrated model to be developed that will 

account for the range of effects of unemployment on wellbeing (Muller et al., 2005; Waters 

and Moore, 2002a).  

 

2.4) Weaknesses in the existing research (what else needs to be done) 

From the economic and psychological research undertaken thus far, at least three main 

conclusions can be drawn: 

1. Unemployment has a damaging effect on psychological health, which in turn may 

contribute to longer periods of unemployment; 

2. Various personality traits significantly influence the productivity of labour, including self-

esteem, self-efficacy, emotional stability, and locus of control (the four components of the 

core self-evaluations construct); 
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3. These personality traits (or PK) are likely to mediate the impact of unemployment on 

wellbeing and labour market status by influencing a person’s ability to cope with the 

stresses of unemployment (financial strain, loss of social support and status, time structure 

and meaningful activities) and motivation to engage in job-search activity. Higher self-

esteem, self-efficacy and emotional stability, and a more internal locus of control are 

predictive of people more likely to regain entry into the labour market.  

 

These insights are extremely valuable in understanding the relationship between LMS and 

wellbeing by providing a broad picture of the negative effects of joblessness. However, a 

major principal weakness of the research and, therefore, these conclusions, is that the insights 

are drawn from disparate sources. Very few studies combine the different concepts 

highlighted as important issues in the literature and examine their interrelatedness. For 

example, studies of the impact of unemployment on wellbeing are uni-directional (i.e. how 

unemployment affects health), despite evidence that there may also be a reciprocal effect of 

poor wellbeing on LMS. The economic literature on PK, its influence on the productivity of 

labour, and how it may mediate the relationship between wellbeing and LMS is very limited, 

and applied studies of the psychological causes of hysteresis in economics are virtually non-

existent. Research on the effects of low PK on the productivity of labour and a person’s 

ability to cope with work stresses comes from organisational psychology, which is separate 

from other research. The literature review, therefore, highlights the need for research that 

combines the key insights of these separate bodies of research into a more integrated theory.  

 

Other weaknesses in economic and psychological research are also apparent from the 

literature review. First, as mentioned earlier, many previous economic studies on 
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unemployment have not included PK and are therefore missing an important variable. This 

suggests there may be a problem with omitted variable bias in the research. 

 

Secondly, the economic research that does include PK has not been guided by any theoretical 

frameworks about what personality traits to test. As a result, the different authors have studied 

different traits. For example, Goldsmith et al. (1997a; 1997b) studied locus of control and 

self-esteem. Filer (1981) studied ten traits: general activity; restraint; ascendance; sociability; 

emotional stability; objectivity; friendliness; thoughtfulness; personal relations, and; 

masculinity. Duncan and Dunifon (1998) studied motivation, self-efficacy, fear of failure, and 

trust for others. Osborne-Groves (2004) studied locus of control, aggression, and withdrawal. 

This has made comparisons of the research difficult. There is also no clear link between some 

of the traits studied (such as friendliness, thoughtfulness, and masculinity) and individual 

productivity. It is therefore important that research on the relationship between personality 

and work performance in economics be guided by the other existing research that shows a 

significant relationship between the variables. 

 

Thirdly, datasets used in economic studies, such as the National Longitudinal Survey of 

Youth (NLSY), British Household Panel Survey, Panel Study of Income Dynamics, usually 

rely on proxy measures of psychological variables (i.e. one or two questions designed to 

measure a personal characteristic) rather than measures of personality traits derived from 

standardised psychological tests. Such proxies are likely to provide a poor measure of 

individuals’ true personalities.  

 

Fourthly, there is as yet no clear definition, or conceptual understanding, of PK in the 

economics literature, whether it be theory or practical research involved. For example, 
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Tomer’s definition includes spiritual dimensions of personality not considered in other 

economic definitions. There is therefore a need for more discourse on what traits constitute 

PK and how they are likely to influence economic outcomes.  

 

Fifthly, and most surprisingly, there is little comparison of findings in the economic research 

with findings in the psychological research. The potential to create greater synergies between 

the two fields exists by undertaking comparisons of research findings and research 

techniques. For example, Bowles et al. (2001a) discuss the gains to be achieved by integrating 

standardised psychological tests and research techniques usually used in small sample 

psychological research, into large dataset collection processes and research techniques most 

commonly used by economists.  

 

There are, also, a number of important weaknesses in the psychological research. First, the 

psychological studies of training programs usually evaluate the combined effect of vocational 

and personal development components of courses on psychological health and employment 

status. That is, the studies fail to distinguish the relative importance of human capital and PK 

training on psychological health and labour market status. Some studies (Proudfoot et al., 

1997, Creed and Watson, 2003) have focused specifically on examining the effects of 

cognitive therapy on employment status and health, but fail to mention correlations between 

peoples’ human capital skills and PK. Most other evaluations are of training programs that 

include both human capital and psychological capital components, for example, work skills as 

well as building self-esteem. This is a distinction that would be of particular interest to 

economists because it would indicate the relative importance of investing in one form of 

capital rather than the other.  
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Secondly, most of the studies are based on relatively small sample sizes, often less than two 

hundred. This is likely the result of inadequate data collected in large datasets and the 

practical costs associated with surveying large sample sizes in field studies. However 

techniques such as meta-analyses have been successfully used to compare the results of a 

large number of research articles.  

 

A third weakness in the research is that studies of the impact of unemployment on 

psychological health have typically been limited to examining one or two personality traits 

only. There has not, as yet, been any research that has tested the relationship between the core 

self-evaluations construct and labour market status. This is likely the result of the construct 

being a relatively new framework in psychology.  

 

Finally, and as mentioned earlier, there is a need for a more integrated theory that can explain 

how unemployment is likely to affect psychological health, and vice versa. Such a theory is 

also needed in economics, which currently has no theoretical models to explain the 

psychological impact of unemployment.  

 

The research undertaken in this thesis attempts to address some of these weaknesses. First, an 

integrated model combining the Kasl, Jahoda, and Fryer theories with economic theories is 

proposed (presented in Chapter 4), and then tested (Chapter 5). In doing this, the research 

seeks to provide a better understanding of the interrelationships (including directions of 

causality) between labour market experiences and wellbeing. The research also uses the core 

self-evaluations construct as a measure of PK for the first time. The author is unaware of any 

economic or psychological research that has tested the validity of this construct as a measure 
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of PK, or the effect of this construct on LMS relative to other human capital and demographic 

variables.  

 

2.5) Conclusion 

While it is understood that unemployment can have a negative impact on a person’s 

wellbeing, which in turn can affect LMS, the interrelationships between these variables is not 

well understood. The purpose of this research is to build on existing studies, by exploring 

these interrelationships in more detail, integrating psychological and economic theories of 

unemployment and testing the integrated theory. The research also examines whether PK is a 

significant variable that influences employment status and, if so, will demonstrate a means of 

incorporating personality variables into economic research. Finally, it is hoped that the 

research will help build a bridge between the economic and psychology professions, and so 

demonstrate how knowledge from both fields can advance economic theory and research.  
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Chapter 3 

Psychological Capital 

 

3.1) Introduction 

The purpose of this chapter is to discuss the concept of psychological capital (PK) in greater 

detail. The chapter begins by defining PK and describing the four personality traits – self-

esteem, self-efficacy, locus of control, and emotional stability – that comprise the core self-

evaluations construct used to measure PK in this research. The chapter then discusses how PK 

affects the productivity of labour by influencing a person’s motivation, perceptions, and 

attitudes toward work. Six theories of motivation that link core self-evaluations to work 

performance are described. 

 

Following this, the empirical research on PK is reviewed, including research into real world 

workplace practices regarding PK. Most of the research on PK has focused on how it affects 

work performance and wages. Little economic research has been done on how PK influences 

the demand for, and supply of, unemployed labour. A number of assertions can be made about 

the likely effect of PK on the demand for unemployed labour using marginal productivity 

theory and efficiency wage theories, which are discussed toward the end of this chapter.  

 

In reviewing the concept of PK and its influence on the productivity of labour, this chapter 

lays the foundation for a discussion of how PK is likely to mediate the relationship between 

wellbeing and unemployment, which is important for understanding the integrated theory of 

labour market status presented in Chapter 4.  
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3.2) What is ‘psychological capital’? 

As stated earlier in the Literature Review, the term psychological capital (PK) is defined by 

Goldsmith et al., (1997a, p.815) as “those features of personality psychologists believe 

contribute to an individual’s productivity. These may include a person’s perception of self, 

attitudes toward work, ethical orientation, and general outlook on life.” ‘Personality’ is 

defined as “A person’s unique and stable pattern of characteristics and behaviours.” (Wood et 

al., 1996, p. 721).10  

 

As discussed in Chapter 2, traits with a demonstrated influence on performance and attitudes 

include: self-esteem; self-efficacy; locus of control; emotional stability; conscientiousness; 

optimism; hope; and resiliency. Other potential PK candidates identified by Luthans et al., 

(2007) include: creativity; wisdom; humour; subjective wellbeing; flow; and social capacities 

which include gratitude, forgiveness, emotional intelligence, spirituality, authenticity, and 

courage.  

[PK] is an individual’s positive psychological state of development and is 
characterized by: (1) having confidence (self-efficacy) to take on and put in 
the necessary effort to succeed at challenging tasks; (2) making a positive 
attribution (optimism) about succeeding now and in the future; (3) persevering 
toward goals and, when necessary, redirecting paths to goals (hope) in order to 
succeed; and (4) when beset by problems and adversity, sustaining and 
bouncing back and even beyond (resiliency) to attain success. (Luthans et al., 
2007, p. 3) 

 

A person’s personality is determined by hereditary factors (for example, physical stature and 

features, gender, temperament, muscle composition and reflexes, and energy level), 

environmental factors (culture, early childhood conditioning, family and social norms), and 

moderated by situational conditions. Situational factors include events/adversities that “call 

                                                 
10 Traits are “The dimensions of personality on which people vary.” (Carver and Scheier, 2000, p. 89). 
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forth different aspects of one’s personality” (Robbins et al., 2004). PK is formed during an 

individual’s youth and adolescence up to approximately 17 years of age (Luthans et al., 2007; 

Heckman and Krueger, 2005).  

 

PK has a number of important attributes. First, personality is believed to be stable but to some 

extent malleable. “An individual’s personality, although generally stable and consistent, does 

change in different situations.” (Robbins et al., 2004, p. 101). Luthans et al., (2007) state that:  

 
Unlike genetically determined factors, positive psychological traits show some 
malleability and thus may be able to experience some growth and development 
over one’s lifespan, given optimal situational factors, certain trigger moments, 
jolts, or extensive psychotherapy. (p. 14)  

 

The authors argue that “human development/potential is far more elastic than has been 

previously assumed” (p. 14) and include in the definition of PK only those psychological 

capacities that are state-like and malleable (that is, able to be developed and improved using 

relatively brief training programs, on-the-job activities, and “short, highly focused “micro-

interventions””). Not only can PK be improved, it may also deteriorate over time. “Since [PK] 

capacities are states rather than enduring traits, we would expect them to fluctuate over time, 

increasing or decreasing depending on the existing conditions at the time of their assessment.” 

(Luthans et al., 2007, p. 23).  

 

Secondly, PK is a construct that integrates the various traits not just additively but also 

synergistically. “The whole [PK] may be greater than the sum of its parts”. 

 
An example of how the factors of [PK] interact would be that hopeful persons 
who possess the agency and pathways to achieve their goals will be more 
motivated to and capable of overcoming adversities and, thus, be more 
resilient. Confident persons will be able to transfer and apply their hope, 
optimism, and resiliency to the specific tasks within specific domains of their 
lives. A resilient person will be adept in utilizing the adaptational mechanisms 
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necessary for realistic and flexible optimism. [PK] self-efficacy, hope, and 
resiliency can in turn contribute to an optimistic explanatory style through 
internalized perceptions of being in control. These are just representative of 
the many positive outcomes that may result from the interaction among the 
[PK] factors. (Luthans et al., 2007, p. 19) 

 

Thirdly, PK differs from the concepts of human capital and social capital (or in the case of the 

firm, “organisational specific social capital”, or alternatively “organisational capital”, which is 

considered to be productivity embodied within the working relationships between people 

(Tomer, 1999)). 

 

[PK] goes beyond established human and social capital. [PK] recognizes, 
builds upon, and goes beyond the existing established theory and research on 
human capital, that is, “what you know,” and social capital, that is, “who you 
know” … Specifically, [PK] is concerned with “who you are” and, in the 
developmental sense, “who you are becoming” … [H]ow [PK] goes beyond is 
found in the psychological capacities, which have generally been ignored in 
human and social capital, and especially the developmental piece of [PK] of 
“what you are becoming.” That is, [PK] recognizes moving (developing) from 
the actual self (human, social, and psychological capital) to the possible self. 
(Luthans et al., 2007, pp. 20-21) 

 

However, similar to the different PK traits, there are likely to be synergies between PK, 

human capital, and social capital. For example, individuals with higher self-

efficacy/confidence and resiliency are more likely to achieve academically or in new work 

tasks (that is, human capital skill development) and to foster social relationships (social 

capital). Success experiences will, in turn, strengthen confidence, and healthy support 

networks will foster feelings of self-worth and provide access to support that fosters further 

human capital development. Luthans et al. (2007, p. 21), therefore, argue that “integrating 

human, social, and psychological capital is central to actualizing human potential”.  
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As stated in the literature review, this study focuses on the four interrelated personality traits 

identified by Judge and others, (Judge et al., 1997; Judge et al., 1998; Judge et al., 2001) in 

their core self-evaluations construct as being good predictors of a person’s productivity: self-

esteem, self-efficacy, locus of control, and emotional stability (neuroticism). Each of these 

traits, and their relationship to work performance, are now described in some detail to justify 

their selection for use in the analysis undertaken in Chapters 5 and 6.  

3.2.1) Self-esteem 

Self-esteem is “the extent to which you believe yourself to be a capable and worthy 

individual” (Ormrod, 2000, p. 79). It represents the overall value that an individual places on 

him/herself as a person.  Self-esteem reflects a “desire for strength, for achievement, for 

adequacy, for mastery and competence, for confidence in the face of the world, and for 

independence and freedom.” (Maslow, 1970, p.45).11  

 

Individuals with high self-esteem are expected to be more productive and satisfied at work 

than individuals with low self-esteem. High self-esteem workers have greater expectations of 

success at work, take more risks, and respond more constructively to failure experiences than 

people with low self-esteem. Failure often enhances the motivation and persistence of people 

with high self-esteem. They tend to overcome the natural tendency to focus on negative 

thoughts after failure by drawing upon positive self-conceptions and their strengths, namely 

talents and assets. By comparison, low self-esteem individuals exhibit stronger negative 

emotional reactions to failure, as well as impaired motivation and performance on subsequent 

tasks.  People with low self-esteem are less likely to draw on positive thoughts about their 

strengths; they tend to pass harsher self-evaluations (self-judgements) on themselves 

following a failure experience, and accept negative feedback more readily than people with 

                                                 
11 For a detailed discussion of the self-esteem construct, see: Guindon (2002). 
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high self-esteem (Robbins et al., 1994; Dodgson and Wood, 1998; Dryden, 1999). In response 

to a failure experience, low self-esteem individuals are more likely to engage in irrational 

thinking, imagining a negative event to be far worse than it is (‘awfulising’), or extending 

their negative thoughts and feelings about themselves to other domains unrelated to the 

failure (over-generalising).  

 

Brockner (1988) argues that workers with high self-esteem use their time more efficiently. 

They need less supervision or direction from supervisors, which means shorter periods of 

‘down time’. Workers with high self-esteem also use group time more efficiently by being 

willing to consider a wider range of solutions to problems. They are also more confident 

decision-makers. These characteristics lead to groups with high levels of cooperation and 

groups less inclined to seek guidance from managers. 

 

Workers with higher self-esteem are more likely to choose unconventional jobs than people 

with low self-esteem. Workers with low self-esteem are more dependent on positive feedback 

(approval) from colleagues, and in management positions, are more concerned with pleasing 

others rather than making hard decisions that might be unpopular. People with higher self-

esteem are, therefore, likely to be more satisfied with their jobs than people with low self-

esteem12; they also exhibit greater job commitment, involvement, morale, and manage stress 

more effectively (Robbins et al., 1994). Korman (1970) also predicts that individuals with 

high self-esteem will choose occupations consistent with their interests, which leads to higher 

levels of job satisfaction.  

 
A person with high self-esteem will view a challenging job as a deserved 
opportunity which he can master and benefit from, whereas a person with low 

                                                 
12 Judge and Bono (2001) report a correlation (ρ) between self-esteem and job satisfaction of .26. 
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self-esteem is more likely to view it as an underserved opportunity or a chance 
to fail. (Locke, McClear, and Knight, 1996, p. 21) 

 

3.2.2) Self-Efficacy  

Self-efficacy is defined as “A person’s belief in his or her ability to perform competently in 

whatever is attempted.” (Wood et al., 1996, p. 456). People high in self-efficacy approach 

new situations confidently and persist in their efforts because they believe success is likely, 

whereas people low in self-efficacy expect failure and avoid challenges. Self-efficacy 

includes the confidence in one’s ability to think, learn, make appropriate decisions, and 

respond effectively to change. Research suggests that self-efficacy is related to task effort and 

performance, persistence, resilience in the face of failure, effective problem solving, and self-

control (see Judge et al. 1998, for references).  

 
[Self] efficacy plays a key role in human functioning because it affects 
behaviour not only directly, but by its impact on other determinants such as 
goals and aspirations, outcome expectations, affective proclivities, and 
perception of impediments and opportunities in the social environment. Efficacy 
beliefs influence whether people think erratically or strategically, optimistically 
or pessimistically; what courses of action they choose to pursue; the goals they 
set for themselves and their commitment to them; how much effort they put 
forth in given endeavours; the outcomes they expect their efforts to produce; 
how long they persevere in the face of obstacles; their resilience to adversity; 
how much stress and depression they experience in coping with taxing 
environmental demands; and the accomplishments they realise. (Bandura, 2000, 
p. 75). 

 

Efficacy is acquired, enhanced, or decreased through: personal experiences of success 

(success raises efficacy while repeated failure lowers efficacy); social modelling (observing 

others and noting the consequences of their actions); social persuasion (feedback from 

credible others); and a person’s physical and emotional states (strong emotions, intense fear, 

high stress levels, or acute anxiety, are likely to lower efficacy and performance) (Bandura, 
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1997; Nelson-Jones, 1982; Feist, 2002; Luthans et al., 2007)).13 The failure to achieve work-

related goals, criticism from colleagues, and excessively high stress levels are likely to 

damage a person’s self-efficacy.  

 

A distinction can be made between ‘generalised’ and ‘task-specific’ self-efficacy. Generalised 

self-efficacy represents individuals’ perception of their ability to perform across a variety of 

situations. However self-efficacy can also vary between tasks.    

 

People can have high self-efficacy in one situation and low self-efficacy in 
another. Self-efficacy varies from situation to situation depending on the 
competencies required for different activities; the presence or absence of other 
people; the perceived competence of these other people, especially if they are 
competitors; the person’s predisposition to attend to failure of performance 
rather than to success; and the accompanying physiological states, particularly 
the presence of fatigue, anxiety, apathy, or despondency. (Feist and Feist, 2002, 
p. 310)  

 

Judge et al. (1998) point out that self-efficacy is likely to be related to self-esteem because it 

encompasses individuals’ judgments of their ability to successfully deal with life’s events and 

challenges. On the other hand, self-efficacy is not the same as self-esteem because what an 

individual masters may not be fundamental to that which the individual values. It is only for 

important life domains that an individual’s self-efficacy and self-esteem should be associated. 

“… general efficacy is typically viewed as being one of the two core components of self-

esteem (the other being self-worth …). Thus, it would be expected that generalized self-

efficacy would load on the same factor as self-esteem.” (Judge et al., 1998, p. 19) 

 

 

                                                 
13 In some situations, however, emotional arousal, if not too intense, is associated with increased performance and may raise 
a person’s efficacy. The nature of work tasks is also likely to affect efficacy. Emotional arousal may facilitate the completion 
of simple tasks but is likely to interfere with the performance of complex tasks  (Bandura, 1997; Feist, 2002).    
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3.2.3) Emotional stability (neuroticism) 

Emotional stability, or neuroticism, refers to “the ease and frequency with which [a] person 

becomes upset and distressed.” (Carver and Scheier, 2000, p. 64). It “represents the tendency 

to exhibit poor emotional adjustment and experience negative affects such as fear, hostility, 

and depression.” (Judge et al., 1998, p. 170).  

 
People high on neuroticism are prone to emotional instability. They tend to 
experience negative emotions and to be moody, irritable, nervous, and prone to 
worry. Neuroticism differentiates people who are anxious, excitable, and easily 
distressed from those who are emotionally stable and thus calm, even-tempered, 
easygoing, and relaxed. (Wood et al., 1996, p. 451).14   

 

Barrick et al. (1991) argue that neuroticism is a predictor of performance for all jobs: 

 
Employees exhibiting neurotic characteristics, such as worry, nervousness, 
temperamentalness, high-strungness, and self-pity, will tend to be less 
successful than more emotionally stable individuals in all occupations…because 
these traits tend to inhibit rather than facilitate the accomplishment of work 
tasks. (p. 5) 

 

Emotional instability is also associated with career dissatisfaction, engagement in risky 

behaviours (for example, drinking, drug use) to cope with difficult situations such as negative 

interpersonal exchanges (Deckers, 2005), and psychological distress in dealing with short and 

long-term life changes, or in decision-making tasks (Judge et al., 1998).  

 

3.2.4) Locus of Control 

Locus of control is:  

… a concept used to explain how people account for what happens in their lives 
– people with an internal locus of control see themselves as primarily in control 
of their behaviour and its consequences; those with an external locus of control 
perceive what happens to be in the hands of fate, luck, or chance. (Wood et al., 
1996, p. 456)  

                                                 
14 Neuroticism (N) is a bipolar factor with neuroticism at one end of the scale and emotional stability at the other end. High 
scores on N may indicate anxiety, hysteria, obsessive-compulsive disorders, or criminality. (Feist and Feist, 2002, p. G-8). 
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People strive to achieve goals because they have a ‘generalised expectancy’ or, expectation, 

based on similar past experiences that a given behaviour will produce certain outcomes that 

their efforts will be successful. However, people with an internal locus of control will behave 

differently from people with an external locus of control. After experiencing success, people 

with an external locus of control tend to explain away their successful outcomes as luck or 

chance, while people with an internal locus of control tend to maintain a high level of 

personal control, even after several failures. A person with an ‘internal locus of control’ is 

considered to assume more responsibility, while a person with an ‘external locus of control’ 

feels that external factors or other people control his or her fate and has a low level of 

personal responsibility. People with an external locus of control are less likely to change their 

behaviour as a result of feedback from experiences because they do not see the consequences 

of their actions as being tied to their own actions. 

 

White (1959) argues that one of the prime motives of human beings is to control their own 

environment. Therefore people with an internal locus of control are likely to have a greater 

perception of their self-worth (higher self-esteem) than individuals with an external locus of 

control. 

 

Judge et al. (1998) state that while locus of control is conceptually related to generalised self-

efficacy, the two concepts differ in one important respect. Self-efficacy relates to confidence 

with respect to behaviours, whereas locus of control is more concerned with confidence in 

being able to control outcomes.  
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Feist and Feist (2002) warn against the misconception that high internal locus of control is a 

socially desirable trait and that high external locus of control is a socially undesirable 

characteristic. In fact, either extreme is undesirable.  

 
Very high external scores might be related to apathy and despair, with people 
believing that they have no control over their environments; whereas extremely 
high internal scores would mean that people accept responsibility for everything 
that happens to them – accidents, business failure, delinquent children, and so 
forth. Scores somewhere in between these extremes, but inclined in the direction 
of internal control, would probably be most healthy or desirable. (p. 343) 

 

Individuals with an internal locus of control are expected to be more productive at work than 

individuals with an external locus of control. Internalisers perceive their jobs to be less 

stressful than externalisers and are therefore less likely to suffer the ill effects of stressors 

(Anderson, 1977). When faced with a stressful situation, internalisers are likely to believe that 

they can affect the outcomes and therefore act to control events. Externalisers are more likely 

to be passive, defensive and experience stress. They are likely to acquiesce rather than do 

something to reduce the stress, and therefore feel more helpless in stressful situations 

(Robbins et al., 1994).  

 

Research also suggests people who rate high in externality have lower levels of job 

satisfaction15 and job involvement. This dissatisfaction results because they perceive 

themselves as having little control over organisational outcomes that are important to them. 

Internalisers facing the same situations tend to attribute negative organisational outcomes to 

their own actions (blame themselves) and believe that by taking action they can, to some 

degree, change the outcomes. (Spector, 1982; Robbins et al., 1994). Ashford and Black 

(1996) argue that following entry into a new organisational environment individuals 

                                                 
15 Judge and Bono (2001), in a recent meta-analysis of 116 research articles, estimate the correlation between internal locus 
of control and job satisfaction to be .32.  
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temporarily lose feelings of control and proactively attempt to regain that feeling by acquiring 

information and learning their jobs. Dispositions such as locus of control, self-efficacy and 

self-esteem mediate their organisational socialisation efforts on outcomes such as job 

satisfaction and performance. Individuals with an internal locus of control (greater feelings of 

control), as well as high self-efficacy and self-esteem, more actively and successfully adapt to 

the organisational environment, and therefore have higher job satisfaction and performance 

levels.    

 

Externalisers exhibit higher absenteeism rates. Internalisers believe that they substantially 

control their health through positive habits and therefore take greater responsibility for their 

health. They also cope better with higher stress levels, leading to lower incidences of sickness 

and hence absenteeism. (Lefcourt, 1976).  

 

In regards to the relationship between locus of control and turnover, Robbins et al. (1994) 

state that there is no clear relationship because there are opposing forces at work. On the one 

hand, internalisers can be expected to take action and quit a job more readily if dissatisfied. 

On the other hand, internalisers tend to be more successful and satisfied in their jobs, which is 

associated with lower turnover (Spector, 1982). Internalisers also hold higher-level jobs, are 

promoted more rapidly and earn more money, which discourages turnover. (Andrisani et al., 

1976).  

 

Overall, the evidence suggests that internalisers generally perform better than externalisers in 

their jobs. However, Robbins et al. (1994) warn that this conclusion should be moderated to 

reflect differences in jobs: 
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Internals search more actively for information before making a decision, are 
more motivated to achieve and make a greater attempt to control their 
environment. Externals, however, are more compliant and willing to follow 
directions. Therefore, internals do well on sophisticated tasks – which include 
most managerial and professional jobs – that require complex information 
processing and learning. Additionally, internals are more suited to jobs that 
require initiative and independence of action. In contrast, externals should do 
well on jobs that are well structured and routine and where success depends 
heavily on complying with the direction of others in the organisation.  
 In addition, locus of control can be modified over time both by individual help 
and by support from management. A conscious effort by a person to take more 
control over her or his life can lead to a greater degree of control over work 
events. An organisation can help by structuring rewards and recognition for 
individual initiatives and performance which help employees to move towards a 
more internal orientation. (p. 125). 

 

3.3) The core self-evaluations construct 

Erez and Judge (2001) explain that the four traits discussed above have been the subject of 

more than 48,000 studies, but only a small fraction of these studies included more than a 

single core trait, and many studies provided inconsistent results on the relationship between 

traits and performance. They conclude that a single personality variable, when studied in 

isolation, is a poor predictor of job behaviour. Judge et al. (1998) undertook a meta-analysis 

of research on the correlations between the four traits (reproduced in the following table), and 

found the correlations between the traits to be highly significant. The authors conclude that 

rather than being studied in isolation, or viewed as competing explanations of behaviour, “the 

specific traits should be considered manifestations of one underlying construct.” (p.171). 

Judge, Locke and Durham (1997) combined the traits into a single construct called ‘Core 

Self-Evaluations’ (or ‘Positive Self-Concept’). The construct represents “fundamental 

premises that individuals hold about themselves and their functioning in the world.” (Judge et 

al. 1998) and is designed to capture personality traits that influence the productivity of labour 

more broadly.  
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3.4) The relationship between psychological capital, motivation, attitudes toward work, 
and the productivity of labour 
 

The discussion thus far has pointed out that there is a significant relationship between a 

person’s personality and their performance in employment. To appreciate this relationship 

further a more detailed understanding of the relationship (or processes) linking the two is 

needed. The matter is discussed in this section. The definition of PK provided by Goldsmith 

et al. (1997) and presented earlier suggested PK influences the productivity of labour by 

governing a person’s “motivation and general attitude toward work”. These two effects are 

now discussed in more detail. 

 

3.4.1) Motivation 

In psychology a person’s work effort (productivity (P)) is considered to be a function of 

his/her ability (A) (i.e. human capital skills), environment (E) (social factors, physical 

capital), and motivation (M): P = ƒ (A, E, M) (Jewell, 1985). Motivation is defined as “the 

sum of the forces that produce, direct, and maintain effort expended in particular behaviours.” 

(Jewell, 1985, p.347) That is, motivation relates to those individual features (including PK) 

Correlations Among Core Self-Evaluation Traits
Trait 1 2 3 4
Self-esteem 1.00 0.70 0.44 -0.51
Generalised self-efficacy 0.86 1.00 0.45 -0.45
Locus of control 0.58 0.59 1.00 -0.36
Neuroticism -0.62 -0.54 -0.47 1.00
Note . Correlations below the diagonal are corrected for measurement and sampling error.
Correlations above the diagonal are uncorrected. For the locus of control-self-esteem, locus of
control-neuroticism, and self-esteem-neuroticism correlations, number of correlations = 12 and
combined N  = 15,888; for the correlations involving generalised self-efficacy, number of 
correlations = 11 and combined N  = 14,777. A 95% confidence interval for each correlation 
excludes zero. 
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that explain what people do, and how much effort they put into it. Individuals who exert 

higher levels of effort (i.e. are more highly motivated) are expected to be more productive.  

 

Different psychological theories of work motivation suggest a close link between self-esteem, 

self-efficacy, emotional stability, locus of control, and productivity. Some of these theories 

are now briefly reviewed.  

 

3.4.1a) Maslow’s Need Hierarchy 

Abraham Maslow (1970) hypothesised that within every person is a hierarchy of five needs:  

1. Physiological – Includes hunger, thirst, shelter, sex, and other bodily needs. 
2. Safety – Includes security and protection from physical and emotional harm. 
3. Social – Includes affection, belongingness, acceptance and friendship.  
4. Esteem – Includes internal esteem and ego factors such as self-respect, 

autonomy and achievement; and external esteem factors such as status, 
recognition and attention.16 

5. Self-actualisation – Is represented by the drive to become what one is capable 
of becoming; includes growth, achieving one’s potential and self-fulfilment. 
(Robbins et al., 1994, p. 243)   

 

People exert effort to meet these needs when they believe they are deficient in them. Each 

need in the hierarchy must be satisfied in turn, and once satisfied, ceases to motivate 

behaviour. The next need up the hierarchy then becomes prepotent. Applied to work, 

Maslow’s theory suggests that people will exert effort to fill the lowest unsatisfied needs. For 

example, someone working primarily to pay off a mortgage and to buy food is working to 

meet physiological needs, and would be expected to work hard for a raise in pay to meet those 

needs. Another person might have prepotent social needs and work primarily to meet needs 

for friendship and belongingness. Jewell (1985) states that practical applications of Maslow’s 

                                                 
16 Other definitions of self-esteem, including those discussed earlier, combine social and esteem needs into the concept of 
self-esteem (the need to feel lovable, valuable and capable). 
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theory have focused on upper-level need fulfilment through the psychological approach to job 

design.  

 
Interesting and challenging work, which incorporates substantial worker 
control, allows people an opportunity to meet their needs for esteem and self-
actualisation. From a need theory approach to motivation, if people can meet 
such needs through work they will expend more effort in the work situation. (p. 
349) 

 

3.4.1b) Self-consistency theory 

Korman (1970) proposed a theory of motivation based on a person’s self-esteem. People with 

high self-esteem feel good about themselves, feel competent, anticipate success and are 

therefore more motivated (and vice versa). According to Korman, there are three sources of 

self-esteem: (1) chronic self-esteem - a persistent personality trait that is relatively consistent 

across situations; (2) task-specific self-esteem - an individual’s feeling of competence in a 

particular task (that is, self-efficacy), which is likely to be a function of past experience with 

the same or similar tasks; and, (3) socially influenced self-esteem, which is a function of other 

people’s expectations. Korman hypothesised that individuals are motivated to behave in a 

manner consistent with their self-image. Individuals with high self-esteem will perform more 

effectively in order to maintain their positive self-esteem than those with lower self-esteem. 

People who think they will fail, or believe others think they will fail, are likely to do poorly 

(and vice versa). Similar to Maslow’s theory, this one suggests that the organisation plays an 

important role in promoting self-esteem and job performance. If the organisation conveys 

expectations of success, employees can be encouraged to perform better.  

 

3.4.1c) Learned helplessness 

Learned helplessness is “The learned response of resigning oneself passively to aversive 

conditions, rather than taking action to change, escape, or avoid them [which is] learned 
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through repeated exposure to inescapable or unavoidable aversive events.” (Wood et al., 

1996, p. 189). That is, individuals who repeatedly experience failure gradually become 

convinced that they lack control over situations, and this perceived ‘lack of control’ leads 

them to lower their effort and/or withdraw from task-oriented behaviours (Judge et al., 1998). 

According to learned helplessness theory, people who face a failure experience first try to 

interpret the outcomes, which in turn influences how they react to them. People interpret bad 

events as something that is unstable (can be changed) or stable (can’t be changed). People 

who interpret bad events as stable are said to have a ‘pessimistic explanatory style’, whereas 

people interpreting bad events as unstable are said to have an ‘optimistic explanatory style’. 

People with a pessimistic explanatory style are more likely to display helplessness (that is, 

lower their effort and withdraw from tasks) compared to those with a more optimistic 

interpretations of events.17 Judge et al. (1998) argue that two of the core self-evaluations - 

locus of control and self-efficacy - may strongly influence these ‘optimistic’ versus 

‘pessimistic’ evaluation styles.  

 
…[L]ocus of control may influence one’s perceptions of the stability of the 
events… those who believe that they can influence circumstances may be more 
likely to believe that their level of effort will generate change than those who 
believe they have little or no control over circumstances in their lives. 
Accordingly, internals should perceive bad events as less stable than externals 
and thus, possess a more optimistic evaluation style. Generalised self-efficacy 
may act in the same manner to influence perceptions of the stability of events. 
Individuals with high generalised self-efficacy should believe in their ability to 
change situations in general, and bad events in particular, whereas those low on 
generalised self-efficacy should believe they have no effect over bad events. 
Accordingly, high self-efficacy individuals should have a more ‘optimistic’ 
evaluations style than those with low self-efficacy. These explanatory styles, in 
turn, are clearly linked to motivation and performance. (p. 175)  

 

 

 

                                                 
17 For example, Seligman and Schulman (1986), in a study of insurance agents, found that those with a more optimistic 
coping style performed better than agents with a pessimistic coping style, selling more insurance and remaining in their jobs 
twice as long. 
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3.4.1d) Expectancy Theory 

Expectancy theory of work motivation assumes it is the expectation that effort exerted in a 

particular direction will lead to desired outcomes that determine motivation. That is: 

 
The strength of a tendency to act in a certain way depends on the strength of an 
expectation that an act will be followed by a given outcome and on the 
attractiveness of that outcome to the individual. (Robbins et al., 1994, p. 257)  

 

A person’s motivation to perform (effort) depends on how strongly he/she believes he/she can 

achieve attempted tasks (self-efficacy), whether he/she will be rewarded by the organisation 

for achieving tasks and, if rewarded, whether the reward satisfies his/her own goals (i.e. is 

attractive). The perceived outcomes of a job may be positive (such as pay, security, 

companionship, trust, fringe benefits, the opportunity to use talent or skills, or social 

relationships), or negative (fatigue, boredom, frustrations, harsh supervision or threats of 

dismissal). Importantly, it is a person’s perceptions of what the outcomes will be that is 

important, not the reality. How attractive a person considers these outcomes is an internal 

issue based on his/her personal values, personality and needs. Expectancy theory predicts that 

a person with a more internal locus of control will be more motivated than a comparable 

individual with an external locus of control because internalisers see themselves as ‘in-

control’ (that is, able to produce desired outcomes) (Goldsmith et al., 2000). People’s beliefs 

in their ability to control events determines their level of motivation, as reflected in the 

amount of effort they exert in an activity and how long they persevere in the face of obstacles.   

 
The key to expectancy theory, therefore, is the understanding of an employee’s 
goals and the linkage between effort and performance, between performance 
and rewards, and, finally between the rewards and employee goal satisfaction. 
(Robbins et al. 1994, pp.259-60) 
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3.4.1e) Control theory 

Control theory suggests that individuals self-regulate their behaviours by comparing their 

performance standards with their perceived (or actual) performance, and try to reduce any 

discrepancies between the two. When individuals perform below their expectations they either 

exert additional effort to obtain the performance goal, reduce their standards (lower their 

aspirations to better achieve the goal), or withdraw from the task and self-regulation process 

entirely. Judge et al. (1998) state that when individuals are faced with discrepancies between 

standards of performance and actual performance, people with high self-esteem and self-

efficacy, as well as an internal locus of control, tend to choose the first option (exert more 

effort). That is: 

 
…when negative feedback is given, individuals who have a positive self-
concept tend to increase their efforts to match their actual performance to the 
standards. Conversely, people who have a negative self-concept tend to either 
lower their standards or completely withdraw from the task when given negative 
feedback. Because individuals high on self-esteem, self-efficacy, and internal 
locus of control tend to increase their effort, they should be better performers 
than those individuals with low self-esteem, self-efficacy, or externals who tend 
to lower their standards or withdraw from the task. Thus, control theory may 
explain the link between these three dispositions and performance. (p. 176).  

 

3.4.1f) Goal-setting theory 

Edwin Locke (1968) proposed that people who set themselves work goals (or accept goals set 

by others) are more motivated and have higher levels of performance. Goals instruct workers 

on what needs to be done and how much effort needs to be expended (Earley et al., 1987). 

The theory also suggests that specific goals increase performance by acting as an internal 

stimulus (for example, by setting a specific level of output as opposed to ‘do your best’). 

Difficult goals, when accepted, also result in higher performance than do easy goals. While 

easier goals are more likely to be accepted, when a person accepts a hard task he/she will 

exert a high level of effort until it is achieved, lowered or abandoned. Workers also do better 
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when they receive feedback on how well they are progressing toward their goals because 

feedback guides behaviour by helping to identify discrepancies between what they want to do 

and what they have done. Self-generated feedback (where a person is able to monitor his/her 

own progress) is a more powerful motivator than externally generated feedback (Robbins et 

al., 1994). 

 

In addition to the findings that more specific and difficult goals lead to higher performance, 

two other factors influence the goals-performance relationship – goal commitment and self-

efficacy.  

 
Goal-setting theory presupposes that an employee is committed to the goal; that 
is, is determined not to lower or abandon the goal. This is most likely to occur 
when goals are made public, when the employee has an internal locus of control 
and when the goals are self-set rather than assigned. Self-efficacy refers to an 
employee’s belief that she or he is capable of performing a task. The higher 
your self-efficacy, the more confidence you have in your ability to mobilise the 
motivation, cognitive resources and course of action necessary to succeed in a 
task. …[I]n difficult situations,…employees with low self-efficacy are more 
likely to lessen their effort or give up, while those with high self-efficacy will 
try harder to meet the challenge. In addition, employees high in self-efficacy 
seem to respond to negative feedback with increased effort and motivation, 
whereas those low in self-efficacy are likely to lessen their effort when given 
negative feedback. (Robbins et al., p. 262)  

 

3.4.2) Attitudes toward work 

Goldsmith et al. (1997) point out that PK influences a person’s productivity by governing 

their “general attitude toward work”. The PK an individual brings to a work environment 

interacts with organisational factors such as task and job demands, role expectations, norms, 

and climate to influence their “psychological climate perceptions” (Parker et al., 2003). These 

include perceptions of job characteristics, role characteristics, leadership characteristics, and 

work group and social environment attributes. The perceptions affect the individual’s work 
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attitudes, such as job satisfaction, job commitment, job involvement, morale, absenteeism, 

and intentions to quit, which in turn influence motivation and performance.  

 

While PK influences perceptions of work and therefore attitudes, motivation and productivity, 

the work environment also influences PK. For example, self-esteem and self-efficacy are 

influenced by the expectations of others within the organisation about how well an individual 

can perform a task. When others expect a person to perform well, and communicate this, 

feelings of value and competence increase. Individuals also have, as part of their 

‘organisation-based self-esteem’, an intrinsic need for self-determination - “an individual’s 

beliefs, at a given point in time, in his or her ability to effect a change, in a desired direction, 

on the environment.” When this belief of control is threatened, or when individuals perceive 

that they have little control in their work environment, undesirable consequences may result, 

including decreased job satisfaction, organisational commitment, low motivation, poor 

performance, physical and psychological stress, and absenteeism (Hui and Lee 2000; Jewell, 

1985; Robbins, 1994; Cohen and Prusak, 2001).  

 

Korman (1970) argues that by valuing staff, improving communication and conveying 

expectations of success an organisation can help improve performance by enhancing self-

esteem. A firm that hires staff with healthy human and psychological capital, and fosters a 

social environment that maintains that capital along with expectations and incentives that 

encourage individual and group motivation, will be more productive than a firm that hires 

staff with poorer human and psychological capital, or fails to maintain a healthy work 

environment. 

. 
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The positive influence that PK has on a person’s general attitude toward work may also be 

expected to influence the job search behaviour of the unemployed. A job seeker with healthier 

self-esteem, self-efficacy, and a more internal locus of control may be more motivated to 

obtain employment because of their more positive view of employment, seeing it as an 

opportunity for greater self-determination; whereas, job seekers low in PK may reluctantly 

seek re-employment because they view work with a negative attitude. Job seekers with 

healthier attitudes toward work are also likely to be perceived by potential employers as more 

productive, capable of communicating and relating to other staff in a team environment.  

 

3.5) Empirical support for the relationship between psychological capital and 

productivity 

Based on the previous discussion of personality traits, motivation and attitudes, the following 

predictions are made regarding the relationship between personality and labour productivity:  

1. High self-esteem is positively related to motivation and productivity;  

2. High self-efficacy is positively related to motivation and productivity;  

3. Internal locus of control is positively related to motivation and productivity; 

4. High emotional stability is positively related to motivation and productivity (or high 

neuroticism is negatively related to job performance).  

 

Table 3.1 summarises the results of six different applied psychological studies measuring the 

contribution of self-esteem, self-efficacy, internal locus of control, and emotional stability to 

work performance (numbers are coefficients). Judge and Bono (2001), in a meta-analysis of 

116 research articles, tested the four hypotheses using the core self-evaluations approach. 

With respect to job performance, the correlations (ρ) were 0.26 for self-esteem, 0.23 for self-
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efficacy, 0.22 for internal locus of control, and 0.19 for emotional stability. All four traits 

therefore display positive, non-zero mean correlations of similar magnitude and support the 

theory. Based on their results, the authors conclude, “these traits are among the best 

dispositional predictors of … job performance.” (Judge and Bono, 2001, p. 80) 

 

Table 3.1 Coefficients for relationship between PK and work performance18 

  
Coefficients 

  

Judge 
and 

Bono 
(2001) 

Hysong 
and 

Quinones 
(1997)  

Tett, 
Jackson, 

and 
Rothstein 

(1991)  

Barrick 
and Mount 

(1991) 
Salgado 
(1997)  

Stajkovic 
and 

Luthans 
(1998) 

Self-esteem 0.26      
Self-efficacy 0.23 0.26    0.38 
Locus of control 0.22  0.13    
Emotional 
stability 0.19  0.22 < 0.1 0.19  
 

A meta-analysis by Hysong and Quinones (1997) on the relationship between self-efficacy 

and job performance suggests a moderate correlation of ρ = 0.26, similar to the result of Judge 

et al. Another meta-analysis by Stajkovic and Luthans (1998) found a higher correlation 

between self-efficacy and work performance of ρ = 0.38. Tett et al. (1991) found the 

relationship between locus of control and job performance to be weaker than Judge et al. (ρ = 

.13). 

 

Other research on the relationship between emotional stability and job performance is less 

clear. Barrick and Mount (1991), Tett, Jackson, and Rothstein (1991) and Salgado (1997) 

have undertaken meta-analysis studies of the relationship between emotional stability and job 

performance. Barrick and Mount found that emotional stability is a valid predictor for some 

                                                 
18 These results are based on a meta-analysis of other psychological research and the authors do not discuss the measures of 
work performance used in those individual studies.  
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occupations (such as police), but the magnitude of the estimated correlation between 

performance and emotional stability is small (ρ < 0.1).  The authors suggest that there may be 

a ‘selecting out’ process accounting for the poor result:  

 
At the extreme, those individuals who are highly neurotic are unable to function 
effectively on their own and, as a result, are not likely to be in the labour force. 
…Another explanation is that there may not be a linear relation between 
[neuroticism] and job performance beyond the “critically unstable” range. That 
is, as long as an individual possesses “enough” emotional stability, the 
predictive value of any differences are minimised. (p. 20) 

 

By contrast, both Tett et al. (1991) and Salgado (1997) found emotional stability to be a valid 

predictor of performance with higher validity coefficients. Tett et al. found a significant 

inverse relationship (ρ = -0.22) between neuroticism and performance.  Salgado, testing the 

relationship between emotional adjustment and job performance in the European Community, 

estimated the correlation between emotional stability and performance as ρ = 0.19 for all jobs 

(the same as Judge and Bono, 2001). Based on the results of these two studies, emotional 

stability is a valid predictor of performance for all occupations. 

 

Economic research on the relationship between psychological capital and labour productivity 

is limited. Goldsmith, Veum and Darity (1997a), using data from the U.S. National 

Longitudinal Survey of Youth (NLSY),19 estimated the impact of both psychological and 

human capital on real wages20 in 1980 and 1987. Self-esteem (measured using Rosenberg’s 

self-esteem scale)21 was used as a broad measure of psychological capital. A person’s locus of 

control was also considered to be a significant influence on wages, but only indirectly through 

its impact on self-esteem (internalisers were assumed to have higher self-efficacy and a 

                                                 
19 The NLSY is a sample of 12,686 males and females between the ages of 14 and 21 in 1978 who were interviewed annually 
since 1979. 
20 According to neoclassical theory, workers are paid a wage equivalent to their marginal product. Goldsmith et al. therefore 
use wages as an estimate of labour productivity.  
21 See 7.3.1 for a more detailed description of this scale.  
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stronger sense of self-worth relative to externalisers). The authors found self-esteem to be 

positively and significantly related to the real wage, with a coefficient of 0.13 and 0.25 in 

1980 and 1987 respectively. One interesting finding from their research is that an individual’s 

real wage is more sensitive (based on elasticities) to a change in self-esteem than to 

comparable changes in human capital. For the average person, a 10 percent increase in self-

esteem improved the real wage by 4.8 percent using 1980 data, and 13.3 percent using 1987 

data. By comparison, in 1980 a 10 percent expansion of education, work tenure or basic skills 

(that is, human capital), ceteris paribus, enlarged wages by 1.1 percent, 0.4 percent and 1.2 

percent respectively. Additional work experience had a similar but slightly smaller impact on 

wages than self-esteem, with the real wage growing by 4.3 percent when work experience 

expanded by 10 percent. The impact of an increase in education on a person’s wage rate is 

therefore roughly one-fourth as large as would occur for a comparable improvement in self-

esteem.  

 
The key finding is that various components of skill-based human capital and a 
broad measure of psychological capital, self-esteem, significantly affect real 
wages. Moreover, psychological capital, relative to human capital, has a greater 
impact on wages. Thus, an aspect of personality that typically is part of 
unobserved individual-specific heterogeneity is an important determinant of 
hourly compensation. (ibid., p. 827) 

 

Finally, Robbins et al. (1994) state that studies on the relationship between satisfaction and 

productivity have found that increased job satisfaction does not typically result in better work 

performance (correlations are usually in the vicinity of 0.14). However, satisfaction is 

negatively related to absenteeism and turnover (Coutts, 1991; Robbins et al., 1994; Wood, 

1996). The correlation between satisfaction and absenteeism is usually less than .40 but 

stronger for turnover (Robbins et al., 1994). Other factors, such as liberal sick pay, encourage 

workers to take time off while alternative job opportunities and length of tenure with the 

organisation act as constraints on turnover.  
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3.6) Screening potential employees for psychological capital - employment practices  

Given there is significant theoretical and empirical support for the relationship between 

personality and labour productivity, an interesting question is, “Do organisations currently 

consider psychological capital when hiring new employees?” If the answer to this question in 

‘yes’, it suggests that employers may use personality traits to screen more productive workers 

from less productive workers (or to acquire workers with certain traits that are better suited to 

a particular work environment).  It also implies that job seekers with healthier PK are likely to 

regain employment ahead of those with poorer PK, helping to explain the duration of 

unemployment.   

 

In many organizations there is widespread faith in, and use of, personality assessment for 

selecting people to fill jobs. Human resource management (HRM) practices use personality 

tests, interviews, general ability tests22, and specific aptitude tests23 to screen potential recruits 

and match them with available positions to increase the success rate of hiring (that is, to select 

people who will be productive and satisfied employees).  

 
The objective of effective selection is to obtain legally defensible information 
about individual characteristics (ability, experience and so on) of job applicants 
in order to potentially match them with the requirements of the job. When 
management fails to achieve a proper match, both employee performances and 
satisfaction suffer. (Robbins et al., 1994, p. 694) 

 

Personality tests are used to predict an employee’s potential performance by measuring 

aspects of his/her personality, personal interests and/or personal characteristics such as 

honesty, leadership, motivation, introversion/extroversion, ambition, and emotional stability 

                                                 
22 General ability tests focus on the measurement of an individual’s intelligence and/or general ability (commonly used as 
preselection tests - for example, the public service test). 
23 Specific aptitude tests are devices used to measure special abilities such as physical strength, manual dexterity, mechanical 
aptitude, creativity, clerical ability, or technical skills such as typing, driving, welding or shorthand (Robbins et al., p. 696) 
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(Robbins et al., 1994). They are also used to screen out people who might have difficulty 

coping with job pressures or getting along with others (Jewell, 1985). The main tests used in 

Australia are the 16PF, California Psychological Inventory, Humm-Wadsworth, Eysenck 

Personality Inventory, Minnesota Multiphasic Personality Inventory (MMPI), Myer-Briggs 

Type Indicator, and the Edwards Personal Preference Scale (Robbins, et al., 1994, p. 697). 

The Employability Skills Profiler (ESP) has also been recently developed by the Australian 

Government and Chandler Macleod to screen workers on the basis of their employability 

skills (see: Department of Employment and Workplace Relations, n.d.). There are, however, 

over 2,500 tests on the market (Suh-Kyung, 2001). An approach to screening potential job 

candidates (particularly managerial candidates) also gaining prevalence is the use of 

‘assessment centres’.24 Assessment centres use an elaborate series of psychological tests, 

performance simulation tests, group discussions, interviews, and real problem simulations to 

evaluate candidates over a period of days. Characteristics commonly assessed are work 

motivation, leadership ability, interpersonal skills, administrative skills, career orientation, 

and ability to perform under stress. (Jewell, 1985) 

 

Personality tests have been popular in western countries such as the United States, UK, 

Australia and New Zealand, particularly since the 1960s. Jewell (1985) describes a ‘flight 

from testing’ in the early 1980s, which resulted from the legal implications of using 

personality tests. Equal Employment Opportunity legislation sought to ensure equal 

employment decisions (hiring, promotion, special training, educational opportunities, etc.) on 

the basis of job-related factors and not on ‘job-irrelevant’ personal factors. Attention was 

given to the role of tests in perpetuating unfair discrimination, and in the United States any 

procedure (test) used to make an employment decision was required to first have a 

                                                 
24  Collins and Hackman estimate a 200 percent increase in the use of assessment centres in Australia between 1986 and 
1991. (Collins, R. and Hackman, B. (1991). ‘National Survey of Training and Development Practices: July 1991’. Australian 
Personnel Management. Sydney, in; Robbins et al., 1994).  
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demonstrated relationship to a job-related criterion to prevent its having an adverse impact. 

Many people were confused about ‘adverse impact’, and organizations lacked the resources 

and/or commitment to carry out the necessary test validation programs when adverse impact 

was suspected. The result was a decline in the use of testing in the early to mid eighties. 

However, since then testing has steadily increased in Western countries. A British survey 

looking at the incidence of personality tests found they were used 16 percent of the time for 

blue-collar recruits, 40 percent for white-collar recruits and 67 percent for recruitment in 

management positions (MacKay and Torrington, 1986, in: Robbins et al., 1994).  Shackleton 

and Newell (1991) estimate that 37 percent of U.K companies used personality for 

management selection in 1989. In the United States the Association of Test Publishers 

estimates companies spend over $400 million on psychometric testing annually, while over 25 

percent of Australia’s biggest companies, such as Macquarie Bank, BHP, and Qantas Airlines, 

use personality testing (Suh-Kyung, 2001). Advances in computer technology have made the 

use of personality testing a faster and more efficient way to screen candidates and match them 

against job criteria than was previously the case.  

 

Robbins et al. (1994) state that while personality testing has become popular in Australia and 

New Zealand, the evidence as to its effectiveness as a predictor of job performance is mixed.  

 
The reason is that such tests have frequently been adapted from overseas 
models, are based on hazy concepts of personality and many organizations have 
not, or cannot, validate such tests as being job-related. … On the other side of 
the argument, there is a growing body of knowledge, which suggests that with 
careful development and attention to the use of the psychological tests, greater 
predictive potential for tests may be possible. This, in turn, would likely lead to 
an increase in its use as a tool in managerial selection, appraisal and 
development. (pp. 696-7) 

 

The lesson to be learnt from the already widespread use of personality profiling is that there is 

a strong awareness (at least amongst psychologists) that personality does significantly 
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influence the productivity of labour, and that businesses (particularly large organisations) are 

willing to invest significant resources to locate the best possible staff for their environment. In 

terms of unemployment, the use of profiling suggests job-seekers who either have a pre-

existing low level of PK or who develop poor PK as a result of an extended period of 

unemployment are likely to suffer a competitive disadvantage compared to already employed 

workers. Efforts to improve the PK of job-seekers may, therefore, be very beneficial in 

improving their employability. In the case of the ESP, which profiles not only PK (skills such 

as responsibility and determination) but also other employability skills (such as teamwork 

skills, planning and organising skills, analytical skills, technology skills, etc.), profiling may 

prove to be an effective tool for matching job-seekers and jobs, identifying training needs, and 

providing career suggestions that will reduce unemployment.  

 

3.7) PK and the demand for unemployed labour  

As stated in the introduction, most research has focused on the relationship between PK and 

work performance with little attention given to the influence of PK on the demand for 

unemployed labour. As the focus of this research is on unemployment, it is critical to 

appreciate how the influence of PK on labour productivity is also likely to affect the demand 

for unemployed labour. Neoclassical marginal productivity theory and efficiency wage 

theories can be used to predict this effect.  

 

3.7.1) Marginal productivity theory  

Marginal productivity theory suggests that a profit maximising business is concerned with the 

marginal revenue product (MRP) generated by hiring an additional unit of labour (i.e. the 

additional revenue to the business from a change in output when an additional person is 

hired). MRP is equal to the marginal physical product (MPP) (change in total output resulting 
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from hiring an additional unit of labour, holding other resources constant) times the marginal 

revenue (MR) received from the sale of the extra output. That is:  

MRP = MPP x MR. 

The wage rate is the cost of hiring the additional unit of labour (the marginal Revenue Cost 

(MRC)). A profit maximising level of employment is that point at which the MRP is equal to 

the price per unit of labour (the wage rate, or MRC). That is:  

 

MRP = MRC, or MPP x MR = MRC. (Leftwich and Eckert, 1985) 

When hiring workers a profit maximising business will choose that labour which it believes 

offers the highest MPP (determined by their stock of human capital and PK) given the current 

wage rate.  Because PK significantly influences a person’s productivity, an employer would 

be expected to hire from amongst a pool of potential workers with equivalent human capital a 

worker with healthier PK. If unemployment has a negative impact on a person’s PK, or 

potential employers perceive unemployed workers as being less productive compared to 

employed workers, then they are less likely to hire an unemployed worker.   

 

Research supporting this proposition comes from studies (discussed in 2.3.1d) that found 

personal development training designed to improve PK significantly helped unemployed 

people regain entry into the labour market (i.e. making them more attractive to potential 

employers). The practice of personality profiling (discussed in 3.6) also suggests that 

employers do choose workers on the basis of their PK as well as their human capital. A recent 

study by McTurk and Shakespeare-Finch (2006) has also found that there are barriers to 

employment related to thinking styles and personality traits.  

 
… overlap has been identified between an individual’s personality traits and the 
motivational disposition component of their critical thinking. …  Personality 
style or temperament may influence the manner in which an individual 
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approaches the tasks of a job-seeker. The Sensing-Perceiving temperament in 
particular appears to be over-represented among unemployed people. The style 
is typified by a preference for maintaining the status-quo, external support to set 
and move towards goals, and a desire to defer decision-making. Theoretically, 
this would seem to be negatively associated with success in employment access. 
(pp. 11-12) 

 
It may be that a significant contributing factor to barriers to employment access 
lies in under-developed critical thinking, goal-setting and decision-making sets 
of skills. These, in turn, may derive from an under-developed sense of self-
awareness and self-concept or even a desire to maintain the status quo. (p. 16)  

 

The theories of motivation discussed in 3.4.1 link these goal-setting and decision-making 

skills to a person’s core self-evaluations.  

 

3.7.2) Efficiency wage theories 

Additional insights into the likely influence of PK on the demand for unemployed labour can 

be derived from New Keynesian efficiency wage theories. Fehr and Gächter (1998) point out 

that numerous econometric studies have confirmed the existence of inter-industry wage 

differentials, even after controlling for a large number of job and work related characteristics, 

demographic variables, and union influences. Efficiency wage theories attempt to explain 

these observed wage differentials by arguing that wages are determined by more than just the 

demand and supply of labour. Employers have an incentive to pay their employees an income 

above the market-clearing wage so as to increase their productivity, which in turn pays for the 

relatively higher wages. The basic effect of efficiency wages is illustrated in the Diagram 3.1 

depicting the demand (DL) and supply (SL) of labour. At wage rate W0 the quantity of labour 

demanded by firms and supplied by workers is at the market clearing rate, Q0. If employers 

offer a higher wage rate (W1) to encourage workers to be more productive, the quantity of 

labour supplied will increase to Q2 and the quantity demanded will decrease to Q1. 

Unemployment will therefore equal Q2 – Q1 (that is, labour that would like to work but is not 
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able to find employment at the higher wage rate). And, on average, efficiency wages are 

expected to increase wages and productivity, and reduce employment. 

 

Figure 3.1) Effect of Efficiency Wage on Demand and Supply of Labour 
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There are several different explanations for why employers pay efficiency wages above the 

market clearing rate. These include: 

a) Shirking theory: This theory argues that it is often difficult for employers to measure the 

quality and quantity of a worker’s effort and therefore there may be an incentive for a worker 

to shirk their responsibilities. If a worker shirks, there is a chance they will be caught and 

fired. However, if there is no unemployment (other than structural or natural unemployment), 

and all workers are paid the market wage there is no cost to shirking, as the worker can easily 

find another job at the same wage. By paying a wage above the market rate (an efficiency 

wage) an employer can increase the cost of job loss, creating a disincentive for the worker to 

shirk. In view of this, firms therefore have an incentive to pay a wage rate above the 
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opportunity cost of labour (the wage a worker would receive if they were fired) (Shapiro and 

Stiglitz, 1984; Riveros and Bouton, 1991).  

 

b) Turnover theories: These theories suggest that when being paid an efficiency wage 

workers have less of an incentive to quit and seek employment elsewhere. Turnover incurs 

both direct costs (such as the hiring and training of new workers) and indirect costs (lost 

production as new workers achieve their potential) to employers. Firms, therefore, have an 

incentive to pay wages above the market rate to avoid the loss of job specific skills and a 

decline in labour productivity resulting from turnover (see: Stiglitz, 1974; Riveros and 

Bouton, 1991).  

 

c) Adverse selection theories: These theories suggest that firms that offer higher wages will 

attract job-seekers with greater ability, that are more productive, and employers can then pick 

and choose from among those applicants. Adverse selection theory clearly views workers as 

heterogeneous, differing significantly in ability (Akerlof, 1982; Riveros and Bouton, 1991).  

 

d) Sociological theories: The sociological theories suggest that firms may attempt to increase 

worker performance by paying a wage above what could be earned outside the firm. Workers 

compare their wage with what they regard as a ‘fair wage’, generally based on wage levels 

paid elsewhere and the level of unemployment. Grateful workers who are paid higher wages 

are expected to reciprocate by working harder. Conversely, workers who perceive that they 

are being paid unfairly may reciprocate in negative ways. They may, for example, under 

perform and engage in vindictive acts. Sociological theories also suggest that paying higher 

wages encourages higher morale, which raises productivity (see: Akerlof, 1982; Akerlof and 

Yellen, 1990; Solow, 1981; Rabin, 1993; Riveros and Bouton, 1991). 
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e) Nutritional theories: These theories suggest that, in developing countries, paying an 

efficiency wage allows workers to eat better and avoid illness, enabling them to work harder 

and more productively. Riveros and Bouton (1991) point out that in developed countries, 

however, wages far exceed the subsistence level of income and the link between wages and 

worker health is not likely to be that important. Rather, emphasis is placed on other efficiency 

wage theories.    

 

Although these efficiency wage theories do not explicitly discuss the role of PK, it is a 

relatively easy matter to imply the likely influence of PK on the demand for unemployed 

labour from their predictions. For instance, adverse selection theory suggests firms will offer 

higher wages to attract workers who have not only better skills, but also healthier PK, because 

such workers are expected to be more productive. Job seekers with lower PK are therefore 

more likely to remain in the unemployment queue (that is, those who are now willing to work 

at the higher wage rate but are unable to gain employment). 

 

Shirking theory also suggests that businesses will prefer to hire workers with healthier PK 

because they are more responsible, more confident, have more positive attitudes toward work, 

and are, therefore, harder working and less likely to avoid duties. At the same time, employers 

may be concerned that workers with low PK will be less motivated, more likely to develop 

negative attitudes toward work, and less well able to cope with stress. This in turn would lead 

to poor job commitment and shirking behaviour. Therefore, an efficiency wage not only 

discourages shirking by increasing the costs associated with losing the job, but is likely to 

serve as a formal or informal mechanism for screening potential employees to minimise the 

risk of shirking. So, also, are job seekers with poorer PK expected to remain in the 
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unemployment queue for longer, and job seekers with poor PK who are hired, expected to be 

at greater risk of being fired and returned to the unemployment queue because of poor work 

attitudes and shirking behaviour.  

 

Turnover theory predicts that employers will pay an efficiency wage to avoid losing staff, not 

only with job specific skills, but also with healthy PK. Similar to shirking theory, turnover 

theory would predict that staff with low PK are more likely to develop negative attitudes 

toward their jobs and quit, imposing a turnover cost on the firm. Employers will therefore 

offer an efficiency wage in order to attract workers with healthier PK, who cope better with 

stress and who are more likely to demonstrate work commitment and satisfaction. At the same 

time they will avoid hiring low PK workers who are likely to be less productive or quit.  

 

The sociological theories suggested firms may increase work performance by paying a wage 

commensurate with what a worker perceives to be a ‘fair wage’ (that is, a rate based on wage 

levels paid elsewhere and the level of unemployment). Staff who receive a wage above the 

‘fair wage’ are expected to reciprocate by working harder. The concept of PK would suggest 

that workers may also base their perception of a ‘fair wage’ on an evaluation of their own 

self-worth, and therefore value to an employer (that is, what they have to offer in the way of 

employability skills, motivation, capabilities (self-efficacy), productivity, commitment, etc). 

Workers with high PK are likely to have higher expectations of what they can (or should) 

earn. Higher wage rates are therefore likely to attract workers with higher PK, and to 

encourage greater job satisfaction, commitment, and effort. A higher wage may also enhance 

a worker’s sense of self-worth, which further encourages performance. Alternatively, workers 

who perceive that they are being exploited by an employer who is paying them less than what 

they are worth may become resentful, and develop negative attitudes, such as job 
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dissatisfaction and intentions to quit. In the case of the unemployed, job-seekers with high PK 

may choose not to apply (at least initially) for positions that they feel are below their fair 

wage level, but will be more attracted to higher paying job opportunities. However, longer 

term unemployment that lowers their PK may lead an individual to revise down their wage 

expectations and accept a lower paid position. Job-seekers with low PK may feel that they are 

only able to apply for low paying positions that do not involve significant job satisfaction or 

contribute to a sense of self-worth. They are, therefore, at higher risk of transitioning in and 

out of the labour market.  

 

Finally, the nutritional theories suggest that higher wages allow people to meet their basic 

physical needs and so increase their productivity. Based on Maslow’s hierarchical theory of 

motivation discussed in 3.4.1a, the inclusion of PK in nutritional theories would suggest that 

higher wages also allow workers to fulfil needs above physical needs, such as self-esteem and 

the need for self-actualisation. The satisfaction of these needs is likely to increase motivation 

and therefore work performance. For the unemployed, the inability to meet these higher needs 

will erode PK, increasing the likelihood of long term unemployment.  

 

The efficiency wage theories therefore predict that PK is likely to have a significant influence 

on the demand for, and supply of, unemployed labour. Firms will pay a wage rate above the 

labour market clearing rate to attract workers with higher PK who are more productive and 

more committed. This hypothesis would be consistent with the practice of using personality 

profiling to screen potential staff, as discussed in 3.6. As stated earlier, the linkages between 

PK and efficiency wage theories has not been explored in the literature, which means there 

exists an opportunity for further interdisciplinary work in this area. Chapters 5 and 6 test the 
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hypothesis that PK is a significant factor in explaining the employment of unemployed 

workers. 

 

3.8) Conclusion 

The purpose of this chapter was to describe the concept of psychological capital and how it 

influences the productivity of labour. The core self-evaluations construct was also discussed 

as a tool for measuring PK. Both the theories and research cited strongly suggest that the four 

personality traits comprising PK - self-esteem, self-efficacy, emotional stability, and locus of 

control - significantly influence the productivity of labour by influencing motivation and 

attitudes toward work, such as job satisfaction, commitment, morale, ability to cope with 

stress, and absenteeism. The work environment in turn influences PK.  A significant 

proportion of employers are already using psychometric testing to help select potential 

employees with healthier PK, as these individuals are expected to be more motivated, have 

healthier attitudes toward work, and therefore be more productive than those with lower levels 

of PK. Marginal productivity theory also suggests PK is likely to be a significant factor 

influencing the decision of employers to hire unemployed labour.  

 

The concept of PK will be used in the following chapters to explain unemployment, and the 

role PK plays in helping both to mediate the impact of unemployment on a person’s wellbeing 

and to facilitate re-employment. Chapters 5 and 6 use PK as an explanatory variable in the 

regression analyses to better understand what determines a person’s labour market status.  
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Chapter 4: 

An Integrated Theory of Unemployment 
 

4.1) Introduction 

The purpose of this chapter is to present a theory of unemployment that describes the 

relationship between a person’s LMS, wellbeing, and PK. The theory draws on ideas from 

five economic and psychological theories that suggest the importance of mental health issues, 

which are then combined into an ‘integrated theory of LMS’. The chapter begins by 

reviewing each of these five theories and their key concepts before presenting the integrated 

theory. In Chapters 4 and 5 structural equation models are used to test the validity of this 

theory. Note that the focus of this chapter is not macroeconomic (e.g. Keynesian and 

structural) causes of unemployment, but rather on the individual psychological factors 

contributing to unemployment, although the two are interrelated.  

 

4.2) Theories of unemployment and wellbeing 

There are numerous economic theories explaining the causes of unemployment which can be 

divided into two broad types: (1) demand-side; and (2) supply-side. Demand-side causes of 

unemployment relate to a lack of aggregate demand in the economy, which reduces the 

demand for workers by employers. Supply-side causes of unemployment result from 

imperfections in the labour market. According to neoclassical theory, in a perfect labour 

market wages will automatically adjust to equate the demand and supply of labour so that 

everyone looking for work is able to find it. However, if wages do not fall properly to clear 

the market, unemployment may result. This is illustrated in diagram 4.1. Wages are initially 

too high (W1), resulting in unemployment of AB (supply greater than demand by Q2 – Q1). In 

a perfect market wages should fall to W0 to clear the unemployment. However, if wages are 
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‘sticky downwards’ the wage may not fall and unemployment will persist. The efficiency 

wage theories discussed in 3.7.2 are one set of explanations as to why the wage rate may not 

fall to the market clearing level.  

 

Figure 4.1) Labour Market Imperfections Creating Unemployment 
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This part of the thesis explores the idea that a person’s PK and wellbeing also represent 

supply-side factors influencing employment outcomes. The influence of PK and wellbeing on 

the demand-side (i.e. how they influence the demand for labour) are also briefly discussed. 

However, the main focus is upon economic and psychological theories that describe the 

negative effects of unemployment on an individual’s wellbeing, and the role played by PK in 

mediating these effects. The following describes five models - two from economics and three 

from psychology - which are then integrated. 

 

4.2a) Unemployment Hysteresis  

‘Unemployment hysteresis’ is a term used to denote a situation in which cyclical fluctuations 

in the economy have permanent effects on the level of unemployment. For example, a 
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recession results in some workers being retrenched. However, when the economy improves 

again some of those displaced workers are unsuccessful in regaining employment, even 

though new jobs exist. Consequently, “the rate of unemployment remains at a new and higher 

level indefinitely even though all the causes that brought about the increases in the first place 

are removed.”  (Røed, 1997, p. 393). Empirical research suggests “hysteresis effects are 

highly significant in Australia, as well as Canada, and to a lesser extent most European 

countries and in Japan.” (Røed, 1996, p. 589 see also: Smyth, 2003; León-Ledesma, 2002). 

 

A number of different reasons have been proposed for this higher rate of unemployment. 

First, during periods of unemployment the work skills (human capital) of the unemployed 

become outdated and redundant, making them less employable (i.e. less attractive to potential 

employers) (Quiggin, 1995; Graafland, 1991; Røed, 1997). This effect is referred to as 

‘duration theory’ or ‘skill atrophy’ in the economics literature (Graafland, 1991; Røed, 1997). 

 

A second reason for the hysteresis effect is that the unemployed tend to lose contact with the 

informal networks that many employers use to fill jobs. The longer a person is unemployed, 

the greater the deterioration of networks and the less willing employers are to risk employing 

them (Quiggin, 1997). 

 

Thirdly, the duration of unemployment may also be reinforced by the tendency of employers 

to ‘stigmatise’ the long-term unemployed as low quality workers, and therefore not employ 

them. This is particularly so when the unemployment rate is low because joblessness is 

viewed as self-inflicted or voluntary (Røed, 1997; Graafland, 1991).    

 

 



 77

4.2b) Social-psychological theory of hysteresis 

An alternative, but complimentary, theory of hysteresis focuses on the social-psychological 

effects of unemployment resulting from exposure to a long period of unemployment, 

underemployment, or multiple spells of unemployment. As well as losing skills, “unemployed 

workers may [also] gradually lose the motivation, self-confidence or the self-discipline 

needed to get to the workplace and fulfil job requirements.” (The Economist Economic 

Dictionary). This loss of skills and demoralisation increases the probability that the 

unemployed will remain jobless at any given wage and become long-term unemployed as 

they are increasingly marginalised (Quiggin, 1995).  

  

Darity and Goldsmith (1993) describe this process in more detail by discussing how 

unemployment produces adverse health effects, including a loss of self-esteem, fear, 

depression, and a reduced perception of internal locus of control that leads to a sense of 

‘learned helplessness’. This poor health, perception of helplessness and loss of motivation 

reduces a person’s willingness to search for employment (as well as the intensity and 

persistence of job search activity) because they believe their own actions will have little or no 

effect on their circumstances. The result is persistent unemployment.  

 

Learned helplessness also diminishes cognitive performance, including a person’s ability to 

memory scan (search memories for appropriate information) and solve problems as rapidly or 

efficiently as someone not suffering helplessness (Liem and Liem, 1988, cited in Darity and 

Goldsmith, 1993; Baum et al., 1986; Patton and Noller, 1984; O’Brien and Kabanoff, 1979; 

Parnes and King, 1977).  

 
To the extent that helplessness diminishes cognitive efficiency, the unemployed 
are likely to have a weaker performance in a job evaluation setting relative to 
those who have avoided feelings of helplessness, such as new entrants, re-
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entrants, and those searching while still employed. Individuals who believe they 
are responsible for their spell of unemployment, with little hope of altering the 
characteristics putting them at risk (e.g., race, gender, age, intellect), are more 
likely to perform very poorly during evaluations. Performance on tasks 
previously mastered is also likely to decline. (Darity and Goldsmith, 1993, 
p.60). 

 

Helplessness may also reduce the motivation to acquire skills that increase the likelihood of 

re-employment or make it relatively more difficult to learn new skills, even if motivated 

enough to engage in skill acquisition efforts.  

 

Darity and Goldsmith (1993) also cite research that indicates re-employment improves 

psychological health but the emotional strain continues after re-employment. The adverse 

psychological effects of unemployment are not fully offset immediately by the emotional 

improvement created by new employment. Research by Winefield et al. (1992) has also found 

that satisfying employment, relative to dissatisfying employment, increases self-esteem and 

reduces depressive effects. Re-employed individuals who find that their new jobs do not fully 

utilise their skills or leave them underemployed may suffer residual helplessness.  

 
A decline in personal productivity accompanied by a diminished ability to 
acquire new skills and motivation to search are all expected to contribute to 
unemployment persistence and hence hysteresis. Moreover, once re-employed, 
while the sense of helplessness lingers, performance may wane in comparison 
with stably employed coworkers. This enhances the likelihood of being returned 
to the pool of unemployed, which further contributes in cumulative fashion to 
helplessness, declining productivity, and hence long-term unemployment. 
(Winefield et al., 1992, pp. 60-61)  

 

The authors also argue that social support is a significant factor moderating the stress of 

unemployment. Social support leads to higher self-esteem, mental health, and life satisfaction. 

“Perceived availability of social support is significantly correlated with positive self-esteem, 

internal locus of control, and lower levels of psychological symptoms.” (p. 62). 
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Employers could speed the emotional recovery process for individuals they hire 
from the pool of unemployed by providing them with social support services 
that stress self-worth and coworker interaction. (ibid., p. 62) 

 

However social support from the welfare system may have the effect of discouraging job 

search activity, if job search benefits are not time limited or are too generous. Welfare 

payments reduce the opportunity cost of looking for work, reducing the incentive to find 

employment.   

 

4.3c) Agency restriction theory 

Fryer’s (1986) ‘agency restriction model’ (the first of the psychological theories) argues that 

financial deprivation (i.e. the loss of the manifest benefit of employment - income) is the main 

negative consequence of unemployment. Fryer believed individuals strive for meaningful 

determination in line with their personal values and goals. Unemployed people, having lost 

their incomes, would have greater difficulty making plans for the future, a situation likely to 

cause psychological distress. 

 

4.3d) Latent deprivation theory 

Jahoda (1981; 1982) argues that paid employment also helps meet five important latent 

psychological needs: time structure; social contact outside of the immediate family; being part 

of a collective purpose; engagement in meaningful activities; and, having social status. 

Unemployment reduces an individual’s capacity to meet these psychological needs, leading to 

higher levels of distress.  

 

4.3e) Reverse causation theory 

Kasl’s (1982) ‘reverse causation theory’ argues that unemployment has a negative impact on 

an individual’s self-esteem. This poor health in turn interferes with his/her ability, or desire, 
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to find work. The longer the individual remains out of the labour market the more damage 

occurs to his/her self-esteem, thus creating a negative cyclical effect between psychological 

health and job search activity. Consequently, the individual remains out of the labour market 

for longer periods of time.  

 

4.4) Support for the theories 

Existing studies provide support for the validity of these economic and psychological 

theories. As mentioned in 4.2a, hysteresis effects have been found to be significant in 

Australia and other countries. Studies in Australia, the United States and Europe also 

conclude that, compared to the employed, unemployed people experience greater financial 

strain (Rantakeisu, 1999; Turner 1995), have less structured and purposeful time use 

(Wanberg, et al., 1997), lower levels of activity (Waters and Moore, 2002c), are involved in 

fewer social activities (Underlid, 1996), feel less involved in a collective purpose, and have a 

lower sense of status (Creed and Muller, 2003). Waters and Moore (2002 a, b, c) and Kulik 

(2001) found financial deprivation, alternate roles, social support and leisure activities have a 

significant effect on self-esteem and psychological health during unemployment.  

 

The research has also found that, while gender doesn’t affect wellbeing associated with the 

manifest and latent benefits of employment, there are age affects. The younger unemployed 

(aged 18-24) report higher wellbeing, more social support, and higher status than mature 

unemployed (aged 35-55), and less time structure and higher status than the middle-aged 

unemployed (aged 25-34). There was no difference in the latent benefits reported between 

middle-aged and mature unemployed. Financial strain (manifest benefit) was a significant 

predictor of wellbeing in the young and middle-aged groups, and the social support by 

financial strain interaction was a significant predictor in the young group (Creed and Watson, 
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2003). The unemployed also reported less access to the latent benefits than the 

underemployed (Creed and Machin, 2002). 

 

In regards to Kasl’s theory, research also indicates that higher self-esteem facilitates re-

employment (Caplan et al., 1989; Vinokur and Schul, 1997). Vinokur and Schul (1997) also 

found that higher self-efficacy and more internal locus of control significantly predicted a 

person’s likelihood of becoming re-employed over a six-month period. Individuals with 

higher emotional stability were also more likely to fair better both health and employment 

wise (Creed and Watson, 2003). However, Waters and Moore (2002a) found self-esteem is 

not highly predictive of employment status, although re-employed individuals rated their 

latent deprivation lower and their internal locus of control higher than those continuously 

unemployed. Waters and Moore therefore conclude that Kasl’s theory still holds true if his 

theory is broadened beyond self-esteem to also consider these other psychological traits. 

 

4.5) An integrated theory 

Given the support for these theories in the academic literature, there have been suggestions 

(by psychologists in relation to the psychological theories) that they be integrated to account 

for the range of effects of unemployment on wellbeing (Muller et al., 2005; Waters and 

Moore, 2002a). Figure 4.2 diagrammatically depicts an ‘integrated theory of labour market 

status’ that combines, for the first time, the key concepts of the three psychological theories, 

as well as the insights of the two economic theories.  

 

The model hypothesises that a significant period (or  periods) of unemployment or under-

employment deprives people of the latent and manifest benefits (LAMBs) - finances, social 

support, social status, meaningful activities, and time structure - associated with having a job.  
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Figure 4.2) Integrated Theory of Labour Market Status 
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The stress associated with the loss of these benefits will, in turn, adversely affect a person’s 

wellbeing, generating negative symptoms such as depression, anxiety, fear, behavioural 

problems, poorer cognitive performance, and so forth. On the supply-side, therefore, poorer 

wellbeing undermines a person’s motivation to engage in job-search activity, their ability to 

acquire human capital skills, and/or their ability to perform at interviews, all of which 

facilitate re-employment. On the demand-side, potential employers also avoid hiring 

individuals with poor wellbeing or skills atrophy (redundant human capital) because they 

‘stigmatise’ such individuals as being less productive. Such individuals are therefore likely to 

remain unemployed for longer periods of time, which in turn further negatively affects their 

LAMBs and wellbeing, potentially scarring them psychologically. A vicious downward cycle 

may develop resulting in long-term unemployment. 

 

A person’s PK helps mediate the negative impact of unemployment on wellbeing and 

facilitates re-employment. On the supply side, individuals with healthier core self-evaluations 

are likely to be more resilient, better able to cope with the stresses of lost latent and manifest 

benefits, and remain more motivated to engage in job search activity and skills acquisition. 
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They are also likely to perform better at job interviews, increasing the probability of re-

employment. On the demand-side, prospective employers will hire labour with healthier PK 

whom they perceive to be more productive. Unemployed people with healthy PK are 

therefore more likely to regain work, thus breaking the vicious cycle, while those with poorer 

PK will remain for longer in the unemployment queue. It is assumed here that, because of 

efficiency wage effects, the market wage does not fall to the market clearing level where 

employers recruit the workers with poorer PK. 

 

The longer a person remains unemployed the more his/her PK is likely to be eroded. The 

failure to find work may result in the loss of self-esteem, confidence, and learned helplessness 

(that is, a more external locus of control), and therefore the motivation to look for work as the 

individual increasingly feels they cannot influence their circumstances. As PK deteriorates it 

has less of a mediating effect on wellbeing and motivation, and less of a facilitating role in 

finding new employment. Lengthy unemployment also results in greater skills atrophy and 

stigmatisation by employers. These effects increase the likelihood that an individual will 

become long term unemployed, or drop out of the labour market altogether. Therefore, 

workers at greatest risk of becoming long term unemployed are those who have poor PK at 

the time of becoming unemployed, or who are unsuccessful in regaining employment quickly 

enough to prevent a significant deterioration in their psychological and/or human capital.  

 

The theory also suggests that unemployed individuals who are successful in regaining work, 

but who have poor PK are at greater risk of once again becoming unemployed. Such 

individuals are more likely to develop negative attitudes toward work and quit their jobs, or 

be retrenched by employers because they are less productive, and therefore re-enter the 

negative unemployment/wellbeing cycle.  
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The nature of the new employment will also affect whether a newly employed worker will 

remain employed. While satisfying employment is likely to increase PK and reduce negative 

symptoms such as depression and stress associated with the loss of LAMBs, dissatisfying 

work (for example, low paid work or activities that under-utilise skills) may perpetuate 

feelings of helplessness, low motivation, and low PK, increasing the likelihood that they will 

once again join the unemployment ranks.  

 

The integrated theory therefore makes a number of important predictions:  

• Prediction 1) There exists a significant, simultaneous relationship between LMS and 

wellbeing: Having a job may significantly improve a person’s wellbeing, and higher 

wellbeing significantly increases the likelihood that a person will be employed. 

• Prediction 2) PK and LAMBs mediate the impact of unemployment on wellbeing: At 

least part of the effects of unemployment is transmitted indirectly through PK and the 

LAMBs.   

• Prediction 3) The longer a person is unemployed, the more PK and LAMBs deteriorate: 

Unemployment erodes a person’s core self-evaluations over time and increases the stress 

associated with unmet LAMBs.  

• Prediction 4) Job satisfaction significantly influences a person’s wellbeing and 

therefore (indirectly) their LMS: Unemployed individuals who successfully regain 

employment but are dissatisfied with their new jobs are at greater risk of again becoming 

unemployed.   

The following Chapter tests the model and these hypotheses by estimating structural 

equations for LMS and wellbeing. 
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4.6) Conclusion 

Various theories have explored the impact of unemployment on a person’s wellbeing. Applied 

research has provided support for each of the theories, and consequently there have been calls 

to integrate the different ideas. This chapter presented an integrated theory based on five 

economic and psychological theories. The integrated theory postulates that there is a 

reciprocal relationship between people’s LMS and their wellbeing. Unemployment adversely 

affects wellbeing, which in turn affects his/her ability to regain employment. PK mediates the 

impact of unemployment on wellbeing and facilitates re-employment. However, PK 

deteriorates the longer a person remains unemployed, increasing the likelihood that they will 

remain unemployed and the risk that they may eventually become long-term unemployed or 

withdraw from the labour market altogether.  
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Chapter 5 

A Cross-Sectional Analysis of the Integrated Theory 

 

5.1) Introduction 

This chapter tests the integrated theory of LMS presented in Chapter 4 using cross-sectional 

data for 2004 (wave 4) from the Household, Income and Labour Dynamics in Australia 

(HILDA) Survey. By examining the data for different individuals at one point in time, the 

cross-sectional analysis is expected to give some indication of the relative importance of 

factors such as wellbeing, PK, and LAMBs in explaining a person’s LMS. The results of the 

analysis are discussed in terms of the key predictions of the integrated theory presented at the 

end of Chapter 4. Specifically: 

• Is there a significant simultaneous relationship between LMS and wellbeing? 

• Do PK and LAMBs mediate the effect of unemployment on wellbeing? 

• Do wellbeing, PK and LAMBs deteriorate with time spent unemployed? 

• Does job satisfaction influence wellbeing and (indirectly) LMS? 

 

The study estimates structural equations for LMS and wellbeing using Two Stage Least 

Squares (2SLS) regression and Analysis Of Variance (ANOVA) techniques. The chapter 

begins by describing the methodology (data source, statistical package and measures of 

variables) and, after presenting the regression results, summarises the findings. 
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Method 

5.2) Data  

Wave 4 (2004) cross-sectional data from the Household, Income and Labour Dynamics in 

Australia (HILDA) Survey is used to estimate the structural equations for LMS and 

Wellbeing. “The HILDA Survey is a broad social and economic survey, with particular 

attention paid to family and household formation, income and work.” (HILDA User 

Manual).25 HILDA is a household-based panel study that began in 2001, and collects 

information “about economic and subjective well-being, labour market dynamics and family 

dynamics” (p. 2). The HILDA dataset is a project of the Australian Government Department 

of Family And Community Services and Indigenous Affairs (FaCSIA).  

 

5.3) Statistical Package 

The data was analysed using the Statistics Package for the Social Sciences (SPSS, version 

14). The confidence level was set at 95 percent.  

 

5.4) Measures 

The following describes the different variables used in the study. Attachment 5.1 summarises 

the descriptive statistics for each continuous variable in the analysis. Each variable is 

approximately normally distributed with kurtosis and skewness measures within acceptable 

parameters (see: George and Mallery, 2005).  

 

5.4.1) Labour Market Status (LMS)  

The wave 4 (2004) HILDA dataset contains data on 17,209 individuals. This sample includes 

9777 respondents aged between 18 and 64 years (the working age group used in this study). 

                                                 
25 Information about the HILDA Survey is available on the HILDA website, www.melbourneinstitute.com/hilda/data.html. 
The survey questionnaires are located at www.melbourneinstitute.com/hilda/qaires/q4.html 
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The HILDA dataset divides the working age population into three broad groups – employed 

(either full or part time); unemployed and looking for work; and ‘not in the labour force’ 

(NILF). Almost three-quarters (74.9) percent of respondents are employed (52.8 percent full-

time and 22.1 percent part-time), 3.4 percent are unemployed, and 21.7 percent are NILF. 

NILF consists of those who are marginally attached to the workforce (6 percent) and those not 

marginally attached (15.7 percent).  Just over half (52.5 percent) of respondents are female. 

Attachment 5.2 compares the size of each LMS in the HILDA data with the LMS 

compositions in the Australian Bureau of Statistics Labour Force Survey. The comparison 

suggests that the HILDA sample approximates the ABS data reasonably well, although the 

HILDA data captures a smaller percentage of unemployed individuals.  

 

In this study, individuals who are unemployed or NILF (marginally attached) are treated as a 

distinct labour force state separate from the employed. Those who are ‘marginally attached’ 

include ‘discouraged jobseekers’ who are no longer actively looking for work but are 

available to start work within four weeks. Individuals who are NILF and not marginally 

attached (such as those suffering ill-health or a disability preventing participation in the 

workforce, studying full-time, caring for children or people no longer wishing to work) have 

been filtered out of the sample so as to focus on individuals still in the workforce. Persons 

who are working part-time rather than full time because they are attending school, college or 

university, or who are working part-time to establish their own business, have also been 

filtered out of the sample to concentrate on those individuals whose wellbeing and PK is 

likely to be affected by being employed or unemployed/NILF. From this point onwards, NILF 

is referred to as ‘marginally attached’ (MA) to reflect the narrower focus on discouraged 

workers in NILF (see Attachment 5.3 for a more detailed description of how the dependent 

variable was constructed). 
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Debate exists over whether unemployment and MA are distinct labour force states (see Flinn 

and Heckman, 2003). However, this study found that, in terms of wellbeing and PK, the two 

states are very similar. Table 5.1 presents the results of an ANOVA analysis comparing the 

mean wellbeing and PK scores for individuals who are employed with those who are MA 

(discouraged job-seekers) or unemployed. The third column subtracts the mean wellbeing and 

PK scores of the unemployed or employed from the mean scores of those who are MA.  For 

example, the mean wellbeing score of those who are MA is 10.88 percent lower than that of 

Dependent 
Variable Labour Market Status

Sample 
Size

Mean 
(%)

Mean 
Difference 

(Employed-
Unemployed/

MA)
Standard 

Error
Signficance 

(p value)
Wellbeing1 Employed 6665 79.88

Marginally attached 514 69.00 10.88 0.69 0.00*
Unemplyed 1-4 weeks 11 79.96 -0.07 4.56 0.99
Unemployed 5-16 weeks 36 74.53 5.35 2.52 0.03*
Unemployed 17-26 weeks 40 74.50 5.39 2.39 0.02*
Unemployed 27-52 weeks 46 75.30 4.58 2.23 0.04*
Unemployed over 52 weeks 53 67.93 11.96 2.08 0.00*

Psychological 
Capital2 Employed 6665 68.61

Marginally attached 514 63.95 4.66 0.60 0.00*
Unemplyed 1-4 weeks 11 71.43 -2.82 3.95 0.48
Unemployed 5-16 weeks 36 67.61 1.00 2.19 0.65
Unemployed 17-26 weeks 40 61.74 6.87 2.08 0.00*
Unemployed 27-52 weeks 46 65.88 2.74 1.94 0.16
Unemployed over 52 weeks 53 62.23 6.38 1.81 0.00*

1 Measured using the SF36 scale in HILDA

Table 5.1) ANOVA comparison of wellbeing and psychological capital between employed, unemployed 
and Marginally Attached individuals aged 18 to 64

2 Measured using the self-efficacy/locus of control scale in HILDA
* The mean difference is significant at the .05 level.  

people who are employed (69.00 - 79.88). The least significant difference (LSD) method 

(equivalent to t-tests) was used to test for pairwise comparisons. The results show that people 

who are MA have significantly lower wellbeing than those who are employed and those who 



 90

have been unemployed for less than a year. Only those who have been unemployed for more 

than a year have a (statistically insignificant) mean wellbeing score comparable to those who 

are MA, suggesting many individuals who have experienced a long period of unemployment 

have become discouraged job-seekers. This assertion is supported by Headey and Warren 

(2006) in a longitudinal study of the unemployed using HILDA data, who found that, of those 

men and women looking for full time employment in 2001, 25.2 percent were not in the 

labour force in 2004.  

 
The relatively high percentage of prime age people [25 to 54] who moved from 
unemployed in 2001 to ‘not in the labour force’ in 2004 may be an indicator that 
there are some ‘discouraged workers” (p. 116).  
 
It is known that some people who would prefer to work become discouraged 
and stop seeking work, and so become classified as ‘not in the labour force’. 
One piece of evidence for this is that far more people go from being 
unemployed to ‘not in the labour force’ than move in the opposite direction … 
A second piece of evidence is that, among those prime aged people not 
currently seeking work, 36.9% (46.4% of prime age men and 33.9% of prime 
age women) said they would like a job, and a further 6.2% answered ‘maybe’ 
when asked if they would like a job. Of those who said they would like to work, 
21.6% of men and 12.0% of women claim they had stopped looking for work 
because the task appeared hopeless, i.e. they said they lacked the necessary 
training, qualifications or experience; had language, reading or writing 
difficulties, or employers thought they were too old. (p. 119) 

 

Similarly, people who are MA have, on average, significantly lower levels of PK than those 

who are employed or recently unemployed (less than one month). However, those who have 

been unemployed for more than 5 weeks have a similar level of PK to those who are MA.  

Some caution should be made in interpreting these results, given the relatively small number 

of observations for some categories of unemployed as they may not reflect the population (a 

more detailed explanation of these results follows in the Results section).26 

 

 
                                                 
26 Theodossiou (1998) found that an unemployed person is 1.44 times more likely to consider him/herself a worthless person 
compared to someone who is NILF.  
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5.4.2) Wellbeing  

Wellbeing is measured using the SF-36 Health Survey included in the HILDA self-

completion questionnaire. “The SF-36 Health Survey is an internationally recognised 

diagnostic tool for assessing functional health status and well-being.” (HILDA Manual, p. 

43). The scale comprises 36 items, scored from 0 to 100 without weighting or standardisation, 

measuring eight distinct aspects of health: mental health; general health perceptions; physical 

functioning; role limitations due to physical health; bodily pain; social functioning; vitality; 

and role limitations resulting from emotional problems (Adam and Flatau, 2005; HILDA 

Manual, 2004). The Survey has “proven test-retest reliability and sound psychometric 

qualities.” (Adam and Flatau, 2005) The reliability statistics exceed the “minimum standard 

of 0.70 recommended for measures used in group  comparisons in more than 25 studies with 

most exceeding 0.80” (Ware, 2004, cited in Dockery, 2006, p. 7).  

 

Table 5.2 reports the means and significant differences in the SF-36 Health Survey scores of 

individuals by age group and gender. The results indicate that, on average, wellbeing declines 

with age for both males and females. Persons aged 35 to 64 have significantly lower 

wellbeing than those aged 18 to 34 (approximately 8 percent lower for the most senior age 

group). On average, males also have slightly higher SF-36 scores than females in each age 

group (approximately 3 percent).  
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Age
Mean 
(%)

Standard 
Deviation

Mean 
Difference 

Standard 
Error

Signficance 
(p value)

Age 18-24 79.93 13.84
Age 25-34 79.07 15.43 0.87 0.67 0.20
Age 35-44 77.78 16.68 2.16 0.64 0.00*
Age 45-54 75.36 18.97 4.58 0.66 0.00*
Age 55-64 72.54 21.27 7.40 0.70 0.00*
Total 75.66 18.49

Age 18-24 81.87 13.11
Age 25-34 80.68 14.16 1.19 0.95 0.21
Age 35-44 79.06 15.69 2.81 0.91 0.00*
Age 45-54 76.70 18.11 5.17 0.93 0.00*
Age 55-64 73.33 21.66 8.55 0.99 0.00*
Total 77.12 17.88

Age 18-24 78.17 14.25
Age 25-34 77.67 16.33 0.50 0.95 0.60
Age 35-44 76.68 17.42 1.49 0.91 0.10**
Age 45-54 74.15 19.63 4.02 0.94 0.00*
Age 55-64 71.82 20.88 6.35 1.00 0.00*
Total 74.38 18.91
* The mean difference is significant at the .05 level.
** The mean difference is significant at the .10 level.

All

Males

Females

Table 5.2)  Comparison of wellbeing by age group

 

 

5.4.3) Psychological capital  

PK is measured using a proxy for the core self-evaluations (CSE) construct. The HILDA 

Survey asks the following seven questions designed to measure self-efficacy, to which 

respondents reply on a scale of 1 (Strongly disagree) to 7 (Strongly agree): .  

a. “I have little control over the things that happen to me” 

b. “There is really no way I can solve some of the problems I have” 

c. “There is little I can do to change many of the important things in my life” 

d. I often feel helpless in dealing with the problems of life” 

e. “Sometimes I feel that I’m being pushed around in life” 
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f. “What happens to me in the future mostly depends on me” 

g. “I can do just about anything I really set my mind to do”27  

Three of the questions a, c, and f (italicised) also closely resemble the questions posed in 

Levenson’s (1981) locus of control scale, making the scale a reasonable approximation of 

both self-efficacy and locus of control.  

 

While there is no measure of self-esteem or emotional stability included in the HILDA data 

with which to compile a complete CSE score, Judge et al., (2001) (discussed in Chapter 3) 

found the two missing components of the CSE construct are highly correlated with self-

efficacy and locus of control. It is therefore assumed that the seven questions will provide a 

reasonable estimate of each individual’s CSE. Responses to the seven questions are totalled to 

provide a proxy estimate of each respondent’s CSE (that is, PK).  

 

Table 5.3 provides summary statistics for PK by age group and gender. The results indicate 

that although, on average, males and females aged 35 to 64 have significantly lower levels of 

PK compared to those aged 18 to 24, the differences are very small (a maximum of roughly 

3.5 percentage points difference). This suggests PK remains quite stable with age.   

 
5.4.4) Latent and Manifest Benefits (LAMBs)  

The model includes estimates of the latent and manifest benefits (LAMBs) derived from 

employment identified by Fryer (1986) and Jahoda (1982), which are expected to impact on a  

 

 

 

                                                 
27 The questions are from B10 of the HILDA In-Confidence survey form. In this study, the responses for each answer are 
totalled and converted to a percentage score for ease of interpretation. Responses a to e are reverse scored so that a high 
overall score represents an individual with high PK.  
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Age
Mean 
(%)

Standard 
Deviation

Mean 
Difference 

Standard 
Error

Signficance 
(p value)

Age 18-24 69.21 13.12
Age 25-34 69.33 12.86 -0.12 0.51 0.82
Age 35-44 67.04 13.26 2.18 0.49 0.00*
Age 45-54 66.27 14.18 2.95 0.51 0.00*
Age 55-64 65.93 15.16 3.28 0.54 0.00*
Total 66.91 14.04

Age 18-24 69.83 13.43
Age 25-34 69.51 12.57 0.32 0.74 0.66
Age 35-44 67.27 12.71 2.56 0.70 0.00*
Age 45-54 66.85 13.71 2.98 0.72 0.00*
Age 55-64 66.25 15.00 3.58 0.76 0.00*
Total 67.48 13.74

Age 18-24 68.66 12.81
Age 25-34 69.18 13.11 -0.52 0.72 0.47
Age 35-44 66.84 13.72 1.82 0.69 0.01*
Age 45-54 65.74 14.58 2.92 0.71 0.00*
Age 55-64 65.63 15.32 3.02 0.75 0.00*
Total 66.41 14.28
* The mean difference is significant at the .05 level.

Table 5.3)  Comparison of psychological capital by age group

All

Males

Females

 

person’s wellbeing. The HILDA survey questionnaires do not explicitly measure the LAMBs 

variables. However, Muller et al. (2005) have provided a validated scale for measuring latent 

and manifest benefits, and questions asked in HILDA were used as proxies for each 

component of the scale. These are: 

 

5.4.4a) Financial deprivation  

Financial deprivation is estimated using the respondent’s rating of the question, “Given your 

current needs and financial responsibilities, would you say that you and your family are…” 

(Six point scale rating from ‘Prosperous’ to ‘Very poor’);28 

                                                 
28 See HILDA Survey, Part C: Personal and Household Finances, C1, p. 11.  
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5.4.4b) Social support  

The total score for each individual’s rating of social support is based on responses to the 

following ten statements in the HILDA Survey questionnaire: 

• “People do not come to visit me as often as I would like” 

• “I often need help from other people but can’t get it” 

• “I seem to have a lot of friends” 

• “I do not have anyone that I can confide in” 

• “I have no one to lean on in times of trouble” 

• “There is someone who can always cheer me up when I’m down” 

• “I often feel very lonely” 

• “I enjoy the time I spend with the people who are important to me” 

• “When something’s on my mind, just talking with the people I know can make me feel 

better” 

• “When I need someone to help me out, I can usually find someone” 

Responses are based on a seven point Likert scale ranging from “Strongly disagree” to 

“Strongly agree”.29  

 

5.4.4c) Time structure  

The measure of time structure is based on the response to the question, “How often do you 

feel you have spare time that you do not know what to do with?” Respondents tick a five 

point scale ranging from “Almost always” to “Never”.30  

 

 

                                                 
29 See B15 of The HILDA Survey (Attachment F) for a full list of questions measuring social support. Each response was 
reversed scored so that a high score represented a higher level of social support.  
30 See question B7 of the HILDA Survey.  
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5.4.4d) Social status  

HILDA measures individuals’ perceptions of their social status by asking them to rate (on a 

scale of 0 to 10) their satisfaction or dissatisfaction with: 

• “The home in which you live?” 

• “Your employment opportunities?” 

• “Your financial situation?” 

• “The neighbourhood in which you live?”31 

Scores for each of these categories are then averaged to give an estimate of overall perception 

of social status.32  

 

5.4.4e) Collective purpose  

Collective purpose is measured using a rating (on a scale of 0-10) of each individual’s 

satisfaction with “Feeling part of the local community”.33 

 

5.4.4f) Meaningful activities  

‘Meaningful activities’ is measured using a dummy variable reflecting the response to the 

question, “Are you currently an active member of a sporting, hobby or community-based club 

or association?” A “Yes” response has a value of 1 and a “‘No” response is a value of 0.34 

 

Table 5.4 provides a summary of the mean and standard deviations of each of the LAMBs 

variables (excluding ‘meaningful activities’, which is a dummy variable), expressed in 

percentage terms for ease of comparison. As the table shows, there is significant variation in 

the mean scores for each benefit, although they are very similar for both males and females.  

                                                 
31 See K15 of HILDA survey form, parts a, b, c, g. Ratings of each are on a scale of 1-10, which are then averaged.  
32 See K15 of survey forms. 
33 See K15 of HILDA survey forms, part e.  
34 See question B13 of HILDA survey forms.  
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Table 5.4) Mean and Standard Deviation of Latent and Manifest Benefits Variables (%)

LAMBs Mean
Standard 
Deviation Mean

Std. 
Deviation Mean

Std. 
Deviation

Financial Deprivation 53.18 12.96 53.21 12.99 53.14 12.93
Social Support 77.23 14.11 75.49 14.16 79.02 13.83
Time Structure 78.42 16.66 76.64 16.81 80.25 16.31
Social Status 72.99 13.94 73.19 13.67 72.78 14.22
Collective Purpose 66.92 21.44 66.39 21.56 67.46 21.31

All Males Females

 

 

5.4.5) Human capital 

Human capital variables expected to influence a person’s labour market status are also 

included in the model. These variables include the following: 

• Education - The HILDA data divides people’s education into eight levels of qualification 

- postgraduate, graduate, Bachelor, Diploma, Certificate 3 or 4, Certificate 1 or 2, Year 

12, less than year 12. Each person’s highest level of qualification is recorded using a 

dummy variable equal to 1 for ‘Yes’ and 0 for ‘No’ (base level of education is ‘less than 

year 12’). 

• Experience - This is defined as an individual’s number of years of work experience. Years 

of work experience is expected to have a positive influence on a person’s LMS, and is 

therefore included in human capital. 

• Physical health – A long-term health problem or physical disability is expected to impact 

directly on their persons employability (making them less attractive to potential 

employers) and indirectly by affecting their wellbeing (and therefore LMS).  

 

5.4.6) Demographics 

A number of demographic variables are also included in the regression analysis. These 

include the individual’s age, gender, indigenous status (Aboriginal or Torres Strait Islander), 

ethnicity (measured by the question, “Is English the first language you learned to speak as a 
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child?”), marital status, and children (under the age of 14 and therefore needing a primary 

care-giver). The remoteness of the area lived in by the individual within Australia is also 

included in the variables to account for the possible effects of isolation on LMS (base region 

is ‘major capital city’).  

 

5.5) Excluded variables 

As discussed in Chapter 4, job satisfaction is expected to impact on a person’s wellbeing and 

therefore LMS. Initially, attempts were made to include ‘job satisfaction’ as a variable in the 

regression analysis using each respondents rating of ‘overall satisfaction with their job’ on a 

scale of 0 to 10. However, job satisfaction was highly correlated with LMS, causing severe 

multicollinearity problems that could not be resolved. The variable was therefore excluded 

from the regressions and an alternative approach to analysing its significance was adopted 

(reported further on).  

 

Research by Muller, Creed, and Francis (2004) found that spirituality (i.e. prayer) moderates 

the relationship between environmental stressors and psychological wellbeing in unemployed 

people. For this reason a measure of religious activity was also tested in the regression 

analysis. However, the coefficients for this variable were consistently insignificant and 

therefore excluded from the study.   

 

As well as including ‘Children under 14 years’ as a demographic variable, ‘Satisfaction with 

children’ was also initially included to gage the psychological effect of children on wellbeing. 

However, the variable was consistently insignificant and therefore omitted from the final 

regressions.  
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HILDA also contains data on the geographical region of surveyed individuals in Australia. 

However, regression results consistently showed these to be insignificant, and so they were 

excluded in favour of geographical remoteness (i.e. whether individuals lived in a major city, 

regional Australia, remote Australia, or very remote Australia).  

 

5.8) Procedures 

Two Stage Least Squares (2SLS) was used to estimate the following structural equations for 

LMS and wellbeing because of the theorised simultaneous relationship between LMS and 

wellbeing: 

 

LMSt = α1 + α Wellbeingt + α Human Capitalt + α  Demographicst + μt 

 

Wellbeingt = β1 + β LMSt + β LAMBst + β PKt +  β Demographicst  

+ β Human Capitalt + et 

 

The first equation expresses Labour Market Status (Employed or unemployed/MA) as a 

function of a person’s wellbeing (SF-36 score), human capital (education, experience, 

disability), and demographic characteristics (age, gender, indigenous status, children, 

ethnicity and regional remoteness).  

 

The second equation expresses wellbeing as a function of a person’s LMS, latent and manifest 

benefits (financial deprivation, social support, meaningful activities, social status, time 

structure, collective purpose), PK, human capital (long-term health problem or disability) and 

demographic variables (age, gender, indigenous status, marital status, ethnicity and 
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satisfaction with children).35 In the first instance, LAMBs and PK were assumed to be 

exogenous variables.  

 

Because LMS is a qualitative variable (employed = 1 and unemployed/MA = 0), it was more 

appropriate to estimate the LMS equation using logistic regression techniques. A two-stage 

logit regression was therefore used to estimate LMS. A logit model was chosen in preference 

to a probit model because of its comparative mathematical simplicity and because the models 

are quite similar (Gujarati, 2003).36 Consistent with Chun and Oh (2002), the first-stage uses 

OLS to estimate the wellbeing equation and instrumental variable (IV), which is then 

incorporated into the LMS logit equation to address the endogeneity problem. The equation 

for LMS estimated using a logit model is written as: 

 

    ln     prob (Employed)      
prob (Unemployed/MA)

           
 

That is, the log of the odds of being employed is a function of a constant, plus a series of 

wellbeing, human capital, and demographic variables. Taking the anti-log of this equation 

makes it possible to think in terms of the probability of being employed instead of the log-

odds of being employed. The equation is then expressed as: 

 

       Prob (Employed)        . 
Prob (Unemployed/MA) 
 

This latter interpretation of the results is used in this research.  

 
                                                 
35 ‘Education’ was originally included in the wellbeing equation, hypothesising that higher education increase 
wellbeing. However, the coefficients for education level were all consistently insignificant and therefore 
excluded from the final equations.  
36 Multiplying a logit estimate by 0.625 gives the corresponding probit estimate (Gujarati, 2003, p. 615). 

= α1 + α Wellbeingt + αHuman Capitalt + α Demographicst + μt

=  eα1 x eα (Wellbeing) x eα (Human Capital) x eα (Demographics)   
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Both the OLS (Linear Probability Model (LPM)) and logit results for the LMS equation are 

reported here. LPM poses several estimation problems, including: (1) non-normality of the 

disturbance term; (2) heteroscedasticity of the disturbance term; (3) the possibility of the 

estimated dependent variable lying outside the 0-1 range; and (4) generally lower R2 values as 

a measure of goodness of fit. LPM also has the weakness of assuming that the probability of 

something happening increases linearly with the level of the regressor, which is a very 

restrictive assumption (Gujarati 2003). Despite these weaknesses, LPM facilitates an easier 

comparison of the results between the LMS and wellbeing equations. The coefficients for the 

LPM and logit models are therefore contrasted to provide a better evaluation of the results for 

the LMS equation. The large sample size in this study helps surmount some of the problems 

of the LPM (Gujarati, 2003).  

 

All continuous variables in the wellbeing and LMS (LPM) regression equations are in log-

linear (natural logarithm) functional form see Attachment 5.4 for a discussion of the 

MacKinnon, White, and Davidson (MWD) test (Gujarati, 2003) used to choose the functional 

form). The log-linear form also has the advantage of producing coefficients that are 

elasticities, which simplifies the interpretation of results.  

 

RESULTS 

5.9) Overview of the results 

Tables 5.5, 5.6 and 5.7 summarise the regression results for LMS (estimated using LPM), 

LMS (using a logit model)37 and wellbeing equations respectively (full statistics are at 

Attachments 5.5, 5.6 and 5.7). Both the LMS (LPM) and wellbeing equations pass the F-test 

of overall significance. Based on the R2, the regressions explain approximately 22 percent of 

                                                 
37 Note that the results for the two LMS regressions are not directly comparable as the LPM is estimated using log-linear data 
and the logit model uses natural data.  
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the variation in LMS and 35 percent of the variation in wellbeing respectively.38 However, 

caution is needed in interpreting the R2 for the LMS equation. As mentioned earlier, 

estimating an equation with a qualitative dependent variable using LPM is likely to result in a 

questionable measure of goodness of fit that underestimates the true R2.  

 

In the LMS (Logit) model, the model Chi-Square test of goodness of fit indicates the model 

has adequate fit. The Nagelkerke R2 measure (a pseudo R2) suggests the model is able to 

explain about 34 percent of the variation in LMS.  

 

No significant multi-collinearity (based on variance inflation factors (VIF)) or autocorrelation 

(based on the Durbin-Watson statistic) is present in the LMS (LPM) or wellbeing models. The 

correlation between wellbeing and the wellbeing instrumental variable estimated by SPSS and 

used in the LMS (LPM) equation is 0.63. Some caution is therefore recommended in 

interpreting the wellbeing coefficient as the correlation falls below the 0.80 minimum level 

recommended by Gow (2006). No suitable variable closely correlated to wellbeing that could 

be used as an instrumental variable was available.  

 

5.9.1) Results for LMS equation 

The key results for the LMS (LPM and logit model), are as follows: 

• LMS is sensitive to a change in wellbeing. In the LPM each 1 percent improvement in a 

person’s SF-36 score will on average increase the likelihood of being employed by 0.56 

percent.39 The contribution of wellbeing to LMS for males (0.45) is significantly lower 

                                                 
38 Earlier regressions (not reported here) found that (based on the R2) the LMS equation was able to explain approximately 40 
percent of the variation in LMS when both marginally and non-marginally attached individuals were included in the sample.  
39 Using the original SF-36 values for wellbeing rather than the instrumental values in the LMS equation 
produced a coefficient for wellbeing of 0.35. Again, caution is recommended in the interpretation of the 
wellbeing coefficient given the correlation between the original and instrumental wellbeing variables was only 
0.63. The true coefficient is likely to lie between 0.35 and 0.57.  
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than that of females (0.65). The odds ratios for wellbeing (1.09) estimated in the logit 

model also suggest a significant, positive relationship between wellbeing and LMS. Each 

1 percent improvement in the wellbeing score (SF-36 scale) on average increases the odds 

of being employed by approximately 9 percent (controlling for other variables in the 

model). The improvement in odds of employment is the same for both males and females 

(9 percent).  

• LMS is also significantly influenced by human capital (education and experience). The 

LPM indicates that completing year 12 increases the likelihood of employment on average 

by 3 percent, while completing a bachelor degree increases the chance of employment by 

another 7 percent. Each one percent increase in work experience improves the likelihood 

of employment by 0.15 percent. According to the logit model, the odds of a person with a 

bachelor degree or greater being employed are 2.63 to 4.25 times higher than the odds of a 

person without a high school degree. A post-graduate qualification improves the odds of 

employment for males significantly more than females (6.53 compared to 4.19 

respectively). In regard to actual years of work experience, each additional year increases 

the odds of being employed by about 12 percent.  

• Having a long-term physical health problem or disability that affects a person’s ability to 

work also has a significant negative impact on employment status. The odds of being 

employed are almost 50 percent lower for people with such a problem.  

• Based on elasticities, LMS (in the LPM) is more sensitive to a change in a person’s 

wellbeing than to a change in a person’s human capital (education and experience). 

However, education level and experience change very slowly relative to wellbeing. 
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All Male Female

Variables
Expected 

Sign Coefficients
Standard 

Error t-ratio Coefficients
Standard 

Error t-ratio Coefficients
Standard 

Error t-ratio
Constant -1.74 0.09 -18.57* -1.21 0.12 -10.31* -2.19 0.15 -14.82*
Wellbeing
Wellbeing + 0.56 0.02 25.92* 0.45 0.03 17.12* 0.65 0.03 19.16*
Human Capital
Education: Postgraduate1 + 0.08 0.02 4.71* 0.06 0.02 2.00* 0.09 0.03 3.13*
Education: Graduate + 0.09 0.01 6.11* 0.06 0.02 3.27* 0.10 0.02 5.02*
Education: Bachelor + 0.07 0.01 7.05* 0.05 0.01 3.53* 0.09 0.02 5.86*
Education: Diploma + 0.05 0.01 4.46* 0.03 0.02 1.78** 0.08 0.02 4.38*
Education: Certificate 3 or 4 + 0.04 0.01 3.90* 0.02 0.01 1.84** 0.06 0.02 3.80*
Education: Certificate 1 or 2 + -0.09 0.04 -2.33* -0.05 0.05 -0.92 -0.14 0.06 -2.26*
Education: Year 12 + 0.03 0.01 3.10* 0.02 0.01 1.22 0.05 0.02 3.24*
Currently studying (Part time) - -0.02 0.01 -1.79** -0.01 0.01 -0.86 -0.04 0.02 -2.09*
Experience (Years) + 0.15 0.01 17.86* 0.12 0.01 9.26* 0.15 0.01 13.53*
Health problem/disability - -0.04 0.01 -3.13* -0.06 0.01 -4.31* -0.02 0.02 -0.82
Demographics
Gender (male) + 0.01 0.01 1.10
Age 25 to 342 - -0.13 0.02 -8.43* -0.13 0.02 -6.21* -0.11 0.02 -4.50*
Age 35 to 44 - -0.18 0.02 -9.65* -0.18 0.03 -6.67 -0.15 0.03 -5.21*
Age 45 to 54 - -0.24 0.02 -11.05* -0.23 0.03 -7.38* -0.19 0.03 -6.35*
Age 55 to 64 - -0.33 0.02 -13.70* -0.30 0.04 -8.62* -0.29 0.03 -8.49*
Aboriginal or Torres Strait Islander - -0.07 0.03 -2.61* -0.04 0.03 -1.25 -0.08 0.04 -1.98*
Ethnicity (English not first language) - -0.01 0.01 -1.08 0.01 0.01 0.90 -0.04 0.02 -1.94*
Any children under 14 - -0.05 0.01 -6.61* 0.00 0.01 -0.01 -0.09 0.01 -7.51*
Remoteness: Inner regional Australia3 + or - -0.01 0.01 -0.87 0.00 0.01 0.04 -0.02 0.01 -1.32
Remoteness: Outer regional Australia + or - 0.00 0.01 0.06 -0.02 0.01 -1.70** 0.02 0.02 1.42
Remoteness: Remote Australia + or - -0.03 0.02 -1.09 -0.01 0.03 -0.17 -0.04 0.04 -1.08
Remoteness: Very remote Australia + or - -0.03 0.04 -0.77 0.02 0.05 0.32 -0.08 0.07 -1.18
Sample size 6345 3247 3098
Adjusted R2 0.22 0.17 0.25
F-Statistic 77.73 31.10 48.30
Significance level 0.00 0.00 0.00

* Statistically significantly different from zero at the 0.05 confidence level     ** Statistically significantly different from zero at the 0.10 confidence level

1 Based level of education is 'Less than Year 12'      2 Base age is '18-24 years old'      3 Base region is 'Major capital city'

Table 5.5) 2SLS Cross-Section Results for Labour Market Status (LPM)
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All Male Female

Variables
Expected 

Sign Coefficients
Standard 

Error Odds Ratio Sig. Coefficients
Standard 

Error Odds Ratio Sig. Coefficients
Standard 

Error
Odds 
Ratio Sig.

Constant -5.84 0.43 0.00 0.00* -5.48 0.69 0.00 0.00* -6.13 0.59 0.00 0.00*
Wellbeing
Wellbeing + 0.09 0.01 1.09 0.00* 0.09 0.01 1.09 0.00* 0.09 0.01 1.09 0.00*
Human Capital
Education: Postgraduate1 + 1.45 0.36 4.25 0.00* 1.88 0.53 6.53 0.00* 1.43 0.51 4.19 0.00*
Education: Graduate + 1.41 0.28 4.09 0.00* 1.81 0.58 6.11 0.00* 1.35 0.32 3.87 0.00*
Education: Bachelor + 0.97 0.16 2.63 0.00* 0.98 0.28 2.68 0.00* 1.12 0.21 3.05 0.00*
Education: Diploma + 0.73 0.19 2.08 0.00* 0.65 0.34 1.92 0.05* 1.00 0.26 2.73 0.00*
Education: Certificate 3 or 4 + 0.48 0.13 1.62 0.00* 0.29 0.21 1.34 0.16 0.69 0.19 2.00 0.00*
Education: Certificate 1 or 2 + -0.31 0.43 0.73 0.47 0.26 0.66 1.30 0.69 -0.68 0.56 0.51 0.22
Education: Year 12 + 0.23 0.14 1.25 0.10** 0.07 0.24 1.07 0.76 0.45 0.18 1.56 0.01*
Currently studying (Part time) - -0.53 0.14 0.59 0.00* -0.65 0.22 0.52 0.00* -0.55 0.19 0.58 0.00*
Experience (Years) + 0.12 0.01 1.12 0.00* 0.18 0.02 1.19 0.00* 0.11 0.01 1.12 0.00*
Health problem/disability -0.52 0.13 0.60 0.00* -0.61 0.20 0.54 0.00* -0.47 0.18 0.62 0.01*
Demographics
Gender (male) + 0.04 0.10 1.04 0.68
Age 25 to 342 - -0.03 0.16 0.97 0.86 -0.71 0.27 0.49 0.01* 0.29 0.21 1.34 0.16
Age 35 to 44 - -0.38 0.19 0.68 0.04* -1.83 0.37 0.16 0.00* 0.08 0.24 1.08 0.74
Age 45 to 54 - -1.15 0.23 0.32 0.00* -3.70 0.50 0.02 0.00* -0.47 0.27 0.62 0.08*
Age 55 to 64 - -2.95 0.30 0.05 0.00* -6.13 0.66 0.00 0.00* -2.05 0.35 0.13 0.00*
Aboriginal or Torres Strait Islander - -0.56 0.27 0.57 0.04* -0.45 0.49 0.64 0.36 -0.53 0.34 0.59 0.12
Ethnicity (English not first language) - -0.32 0.16 0.73 0.04* 0.10 0.28 1.11 0.72 -0.47 0.19 0.63 0.02*
Any children under 14 - -0.67 0.11 0.51 0.00* 0.18 0.18 1.20 0.33 -1.10 0.15 0.33 0.00*
Remoteness: Inner regional Australia3 + or - 0.00 0.11 1.00 0.98 0.03 0.20 1.03 0.89 -0.09 0.15 0.92 0.55
Remoteness: Outer regional Australia + or - 0.05 0.15 1.05 0.73 -0.36 0.22 0.70 0.10** 0.39 0.20 1.48 0.06**
Remoteness: Remote Australia + or - -0.18 0.40 0.84 0.66 0.63 0.86 1.88 0.46 -0.42 0.47 0.66 0.37
Remoteness: Very remote Australia + or - -0.46 0.65 0.63 0.48 -0.08 1.30 0.92 0.95 -0.77 0.77 0.46 0.32
Sample size 6467 3296 3171
Nagelkerke R2 0.34 0.33 0.39
Model  Chi-Square 1184.17 482.87 742.46
Significance level 0.00 0.00 0.00

Table 5.6) 2SLS Cross-Section Results for Labour Market Status (Logit Model)

1 Based level of education is 'Less than Year 12'      2 Base age is '18-24 years old'      3 Base region is 'Major capital city'
* Statistically significantly different from zero at the 0.05 confidence level     ** Statistically significantly different from zero at the 0.10 confidence level  
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All Male Female

Variables
Expected 

Sign Coefficients
Standard 

Error t-ratio Coefficients
Standard 

Error t-ratio Coefficients
Standard 

Error t-ratio
Constant 1.45 0.10 13.85* 1.36 0.14 9.74* 1.59 0.16 10.09*
Labour Market Status
Labour Market Status (Employed) + 0.06 0.01 6.58* 0.04 0.01 3.08* 0.07 0.01 5.71*
Psychological Capital
Psychological Capital + 0.32 0.01 23.59* 0.33 0.02 18.00* 0.31 0.02 15.43*
Human Capital
Health Problem/Disability - -0.17 0.01 -24.86* -0.14 0.01 -15.74* -0.20 0.01 -19.34*
LAMBs +
Financial Deprivation - -0.03 0.01 -3.24* -0.02 0.01 -1.45 -0.05 0.02 -3.11*
Social Support + 0.17 0.01 11.69* 0.14 0.02 7.55* 0.20 0.02 8.76*
Social Status + 0.19 0.02 11.32* 0.21 0.02 9.18* 0.17 0.02 6.94*
Time Structure + 0.02 0.01 1.77** 0.04 0.01 2.93* 0.00 0.02 -0.23
Collective Purpose + -0.01 0.01 -0.95 -0.01 0.01 -1.46 0.00 0.01 0.23
Meaningful Activities + 0.01 0.01 2.77* 0.02 0.01 2.83* 0.01 0.01 1.22
Demographics
Gender (male) + or - 0.03 0.01 6.29*
Age 25 to 341 - -0.01 0.01 -1.36 -0.01 0.01 -0.94 -0.01 0.01 -0.98
Age 35 to 44 - -0.01 0.01 -0.87 -0.01 0.01 -0.88 -0.01 0.01 -0.50
Age 45 to 54 - -0.02 0.01 -2.38* -0.03 0.01 -2.31* -0.02 0.02 -1.12
Age 55 to 64 - -0.03 0.01 -2.17* -0.04 0.02 -2.32* -0.01 0.02 -0.82
Married + 0.01 0.01 1.33 0.02 0.01 1.47 0.01 0.01 0.54
Defacto + 0.00 0.01 -0.35 0.01 0.01 0.88 -0.02 0.01 -1.21
Separated - -0.03 0.01 -2.17* -0.03 0.02 -1.25 -0.04 0.02 -1.71**
Divorced - -0.02 0.01 -1.47 0.01 0.02 0.66 -0.04 0.02 -2.11*
Widowed - -0.01 0.02 -0.51 -0.08 0.06 -1.22 -0.01 0.03 -0.40
Sample size 6689 3422 3267
Adjusted R2 0.35 0.34 0.36
F-Statistic 192.26 100.29 102.10
Significance level 0.00 0.00 0.00

** Statistically significantly different from zero at the 0.10 confidence level

Table 5.7) 2SLS Cross-Section Results for Wellbeing Equation

1 Base age is '18-24 years old'     
* Statistically significantly different from zero at the 0.05 confidence level     
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• Some of the demographic variables also significantly explain variations in LMS. Both 

males and females were equally likely to be employed. However, both the LPM and logit 

model show that as individuals age, the likelihood that they will exit the labour market 

increases. Those approaching retirement age are most likely to be unemployed/MA. The 

odds of an individual aged 55 to 64 being employed are only 0.05 times the odds of a 

person aged 18 to 24 years.  

• Having children under the age of 14 years increases the odds that a male will be in the 

workforce by 20 percent compared to men without children, while the odds that a female 

with a child under 14 years will be employed is 0.33 times the odds of a woman without 

dependent children. 

• The odds that both male and female Indigenous Australians will be employed are 

significantly lower than non-Indigenous Australians (0.56). Similarly, females from a 

different ethnic background (spoke a language other than English as their first language) 

were 37 percent more likely to be unemployed/MA. However, males from a different 

ethnic background were 11 percent more likely to be employed. This result may reflect 

cultural differences in the roles of males and females in the labour force. 

• The LPM results suggest that males in outer regional Australia are more likely to be 

unemployed/MA compared to males in major cities (0.7) while females in outer regional 

Australia are nearly 50 percent more likely to be employed. However, the LPM regression 

results suggest no significant differences in the employment status of people based on 

remoteness. 

 

Overall, the results of the LPM and logit model are consistent with each other, having signs 

for coefficients that are consistent with the theory.  
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5.9.2) Results for wellbeing equation 

Table 5.7 indicates that a person’s wellbeing is significantly influenced by their LMS, the 

latent and manifest benefits associated with employment, psychological capital, and job 

satisfaction. Key results are: 

• Being employed improves wellbeing, on average, by 6 percent with little difference 

between males and females.  

• Wellbeing is also significantly correlated with PK. Each 1 percent increase in the PK scale 

improves the SF-36 score by 0.32 percent. Based on elasticities, a person’s wellbeing is, 

on average, therefore more sensitive to a change in PK than LMS. 

• Of the LAMBs, social status has the greatest influence on wellbeing. A 1 percent increase 

in the social status scale increases wellbeing on average by 0.19 percent. Social support 

also has a significant effect on wellbeing. Each 1 percent increase in contact/support 

improves wellbeing on average by 0.17 percent. Financial deprivation, time structure and 

meaningful activities also have significant but small effects on wellbeing (3 percent or 

less). Financial deprivation has a small negative impact on wellbeing. As financial stress 

increases by 1 percent, wellbeing declines by 0.03 percent.  

• Collective purpose has no significant effect on wellbeing.  

• Males, on average, have 3 percent higher levels of wellbeing than females. 

• Wellbeing declines slightly with age. Persons aged 45 and over have wellbeing 2 to 3 

percent lower than those aged 18-25 years.  

• Being separated also has a negative impact on wellbeing of, on average, 3 percent 

compared to singles. However, the wellbeing of married, defacto and widowed persons 

was not significantly different.  
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• Having a long-term health problem or disability also has a significant impact on 

wellbeing. On average, the wellbeing of those with a health problem or disability was 17 

percent lower than those without a long-term health problem or disability.40 

 

5.10) Predictions of the Integrated Theory 

The two structural equations allow us to draw some conclusions about the predictions of the 

integrated theory presented in Chapter 4.  The results and key insights are now discussed in 

relation to each of those predictions.  

 

Prediction 1) There exists a significant, simultaneous relationship between LMS and 

wellbeing 

One of the predictions of the integrated theory of unemployment was that there exists a 

simultaneous relationship between LMS and wellbeing. As already stated, the results of the 

2SLS analysis show LMS and wellbeing to be significant explanatory variables in both 

equations.  

 

The Hausman Specification Test (Gujarati, 2003) was used to test for simultaneity between 

LMS (using the LPM model) and wellbeing (because of the lengthiness of the test, the process 

and results are reported in Attachment 5.8). Wellbeing was first regressed on the exogenous 

variables in both equations to derive the reduced-form regression. From this regression the 

residual (error term) was calculated. The LMS equation was then regressed with the residual 

included as an explanatory variable. The coefficient for the residual was statistically 

significant (t = -36.91), therefore the hypothesis of a simultaneous relationship between LMS 
                                                 
40 Note that the variable used to measure whether a person has a long-term health problem or disability in the Wellbeing 
equation is different from the variable used in the LMS equation. The LMS variable records a person as having a health 
problem or disability that affects their ability to work while the variable in the Wellbeing equation records a ‘yes’ response 
regardless of whether it affects a person’s ability to work. The LMS variable therefore captures the direct effect of poor 
health or disability on LMS while the Wellbeing variable captures the indirect effect of poor health or disability on LMS via 
the negative effect on wellbeing.  
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and wellbeing was not rejected. That is, the inclusion of the residual, which encapsulated 

wellbeing as an explanatory variable, was significant. The test results therefore support the 

existence of a simultaneous relationship between LMS and wellbeing, giving credence to the 

validity of the integrated theory.  

 

Prediction 2) PK and LAMBs mediate the impact of unemployment on wellbeing 

The integrated theory suggests that PK and LAMBs mediate the impact of unemployment on 

a person’s wellbeing. Mediation involves one or more ‘intervening variables’ transmitting 

some, or all, of the causal effects of the independent variable (LMS) onto the dependent 

variable (wellbeing). Mediators explain how external events can take on internal 

psychological significance. The mediation effect is illustrated in the following diagram 

(adapted from Gow, 2006). Figure 5.1 shows that a person’s LMS (X) will have a direct 

influence on their wellbeing (Y). However, part of the influence of LMS on wellbeing is also 

transmitted indirectly through its effect on PK, or stress associated with unmet latent and 

manifest benefits.   

 

Figure 5.1: The mediating effects of PK and LAMBs 

 

Labour Market 
Status (X) 

Wellbeing (Y) 

Psychological 
Capital/LAMBs 

(M) 

c 

a b 
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The assertion that PK and LAMBs are mediators is tested using Baron and Kenny’s (1986) 

Framework (discussed in Gow, 2006). The mediation process is represented using three 

structural equations (based on the previous diagram): 

 

Y = b10 + cX +e1 (independent variable X causes the outcome, Y) 

 M = b20 + aX + e2 (independent variable X causes the mediator, M) 

Y = b30 + c’X + bM + e3 (the mediator variable causes the outcome variable Y, when 

controlling for the independent variable, X) 

 

Mediation is established if: (1) the independent variable (X) is correlated with the dependent 

variable (Y); (2) the independent variable (X) is correlated with the mediator (M); and (3) the 

mediator (M) affects the dependent variable (Y). This is done by estimating the structural 

equations and then determining if there are ‘complete’ or ‘partial’ mediating effects: 

 
… to establish “complete mediation” that is, to establish that M completely 
mediates the X-Y relationship, the effect of X on Y controlling for M should be 
zero. Thus in the equation: Y = b0 + b1M + b2X + e, the coefficient of X, (b2) 
should be close to zero – this situation is called full mediation. If the effect of X 
on Y is reduced when the mediator is included (c’ < c), then the direct effect is 
said to be partially mediated. (Gow, 2006) 

 

The results of the mediation tests for PK and each of the LAMBs variables are summarised in 

Table 5.8 (Full SPSS output results for each equation are at Attachment 5.9). The results 

indicate that PK and each of the LAMBs, except ‘collective purpose’, are partial mediating 

variables. In each case the inclusion of the mediating variable in the regression resulted in a 

decline in the coefficient measuring the direct effect of LMS on wellbeing. As none of the 

coefficients for LMS were reduced to zero (based on their t-score) after including the 

mediators, only partial mediation effects exist.  
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Mediating Variable b X M se (X) se (M) t (X) t (M) R2
Indirect 

Effect (c-c') Z
Psychological Capital
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 4.27 0.08 0.01 9.21 0.01
Y = b 30 + c ’X + b M + e 3 2.04 0.13 0.51 0.01 0.01 15.12 41.97 0.23 0.04 9.27
Financial Deprivation
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 4.06 -0.14 0.01 -13.66 0.03
Y = b 30 + c ’X + b M + e 3 5.01 0.14 -0.20 0.01 0.01 15.01 -18.42 0.09 0.03 10.91
Social Support
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 4.27 0.06 0.01 7.96 0.01
Y = b 30 + c ’X + b M + e 3 2.31 0.14 0.44 0.01 0.01 15.67 32.59 0.17 0.03 7.53
Social Status
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 4.16 0.17 0.01 24.44 0.08
Y = b 30 + c ’X + b M + e 3 2.41 0.09 0.43 0.01 0.02 9.61 27.65 0.14 0.08 17.96
Meaningful Activities
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 0.31 0.08 0.05 4.38 0.00
Y = b 30 + c ’X + b M + e 3 4.18 0.16 0.04 0.20 0.08 17.47 7.08 0.05 0.01 0.52
Collective Purpose
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 4.11 0.10 0.01 6.69 0.01
Y = b 30 + c ’X + b M + e 3 3.84 0.16 0.09 0.01 0.01 16.97 11.16 0.06 0.01 5.74
Time Structure
Y = b 10 + c X +e 1 4.19 0.17 0.01 17.73 0.04
M = b 20 + a X + e 2 4.18 0.18 0.01 19.20 0.05
Y = b 30 + c ’X + b M + e 3 3.76 0.15 0.10 0.01 0.01 15.30 8.70 0.05 0.02 7.93

Table 5.8) Tests for Mediation Effect between Labour Market Status and Wellbeing
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Importantly, as the ‘Indirect Effects’ column shows, the individual mediating effects are very 

small (the decline in the LMS coefficient was between 1 and 8 percent), with social status 

having the greatest mediating effect. The direct effect of LMS on wellbeing is therefore more 

significant than the mediated effects via PK and LAMBs. Combined, the mediating variables 

‘transmit’ 9 percent of the change in LMS to wellbeing (that is, the coefficient for LMS in the 

Wellbeing equation declines (at most) from 0.17 to 0.08). The statistical test of the 

significance of the mediated effects (Z score from the standardised normal distribution)41 

indicates that each mediating variable is significant at the 0.05 level. It may, therefore be 

more appropriate to think of PK and LAMBs as moderator variables.  

 

An interesting implication of these results is that the negative impact of unemployment on 

wellbeing transmitted via PK is smaller than expected. The 2SLS results reported in Table 5.7 

indicate that wellbeing is quite sensitive to a change in PK (PK coefficient = 0.32). However, 

the indirect affect of unemployment on wellbeing transmitted via PK is only 0.04. (that is, a 

change in LMS from employed to unemployed/NILF or vice versa will only change PK by 

about 4 percent).  This suggests that the impact of unemployment on PK, and subsequently  

wellbeing, will be significant but relatively small. Individuals with low PK as a result of other 

social and economic factors (such as family environment, upbringing, poverty, poor 

educational experience, etc.) are more likely to be predisposed to a higher risk of being 

unemployed/NILF.   

 

Prediction 3) The longer a person is unemployed, the more PK and LAMBs deteriorate  

The integrated theory predicts that the longer a person remains unemployed, the more their 

PK will be eroded and the more stress they will experience as a result of unmet LAMBs. This 

deterioration in PK and LAMBs will therefore result in a decline in wellbeing, which 

                                                 
41 Zab = (a*b)/(seab) 
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increases the risk of remaining unemployed. In estimating the structural equations, the 

assumption was made that PK and the LAMBs are exogenous variables (i.e. a person’s LMS 

does not affect the LAMBs or PK). This contradicts the prediction made by the integrated 

theory.42 

 

To test the assumption that PK and LAMBs deteriorate with length of unemployment, 

ANOVA analysis was used to compare the mean PK and LAMBs scores of employed 

individuals with people unemployed for different lengths of time (1-16 weeks43, 17-26 weeks, 

27-52 weeks, over 52 weeks). Changes in mean wellbeing scores were also examined for 

different periods of unemployment. The unemployed were separated from those marginally 

attached to see if there was any significant difference between the two groups in terms of PK, 

LAMBs, and wellbeing.  

 

The results of the ANOVA analysis are reported in Table 5.9. Significant differences between 

the means of the employed and unemployed at the 5 and 10 percent levels of significance are 

indicated by  * or ** respectively. In general, the results show that the average PK and 

wellbeing scores of people unemployed for more than six months is significantly lower than 

that of the employed. Mean LAMBs scores also appear to worsen with the length of 

unemployment. The negative effects of financial deprivation are significant after 17 weeks of 

 

                                                 
42 Attempts to calculate structural equations for each of the endogenous variables proved impracticable because of the lack of 
data and psychological theory to guide the process. Thought was also given to lagging the endogenous variables to make 
them exogenous. While this makes statistical sense, it does not make theoretical sense. For example, the financial deprivation 
a person felt last year while employed is unlikely to be a good reflection of the financial deprivation they experience this year 
if unemployed. 
43 The earlier analysis also included an unemployed period of 1-4 weeks. However, the number of individuals in the sample 
in this category was very small (less than 30). Therefore, the categories 1-4 weeks and 5-16 weeks were combined to increase 
sample size.  
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Dependent Variable Labour Market Status Sample Size Mean
Mean 

Difference
Standard 

Error
Significance 

(p value)
Wellbeing Unemployed 1-16 weeks 47 75.80

Unemployed 17-26 weeks 40 74.50 1.30 3.27 0.69
Unemployed 27-52 weeks 46 75.30 0.50 3.15 0.87
Unemployed over 52 weeks 53 67.93 7.87* 3.05 0.01
Marginally attached 514 69.00 6.80* 2.32 0.00
Employed 6355 79.79 -3.99** 2.23 0.07

Psychological capital Unemployed 1-16 weeks 47 68.50
Unemployed 17-26 weeks 40 61.74 6.76* 2.82 0.02
Unemployed 27-52 weeks 46 65.88 2.63 2.72 0.33
Unemployed over 52 weeks 53 62.23 6.27* 2.63 0.02
Marginally attached 514 63.95 4.55* 2.00 0.02
Employed 6355 68.53 -0.03 1.92 0.99

Financial Deprivation Unemployed 1-16 weeks 47 54.26
Unemployed 17-26 weeks 39 61.11 -6.86* 2.74 0.01
Unemployed 27-52 weeks 46 57.61 -3.35 2.62 0.20
Unemployed over 52 weeks 52 67.95 -13.70* 2.55 0.00
Marginally attached 512 60.12 -5.87* 1.93 0.00
Employed 6321 52.41 1.85 1.85 0.32

Social Support Unemployed 1-16 weeks 45 76.95
Unemployed 17-26 weeks 40 68.86 8.10* 3.05 0.01
Unemployed 27-52 weeks 46 75.53 1.42 2.94 0.63
Unemployed over 52 weeks 52 71.65 5.30** 2.86 0.06
Marginally attached 503 73.73 3.22 2.18 0.14
Employed 6247 77.48 -0.52 2.10 0.80

Social Status Unemployed 1-16 weeks 47 64.31
Unemployed 17-26 weeks 40 61.88 2.43 2.90 0.40
Unemployed 27-52 weeks 45 59.06 5.25** 2.81 0.06
Unemployed over 52 weeks 53 57.45 6.86* 2.70 0.01
Marginally attached 476 62.66 1.65 2.06 0.42
Employed 6215 74.14 -9.83* 1.97 0.00

Time Structure Unemployed 1-16 weeks 47 69.79
Unemployed 17-26 weeks 40 59.50 10.29* 3.52 0.00
Unemployed 27-52 weeks 46 66.09 3.70 3.40 0.28
Unemployed over 52 weeks 53 60.00 9.79* 3.28 0.00
Marginally attached 513 71.58 -1.79 2.50 0.47
Employed 6336 79.62 -9.83* 2.40 0.00

Collective Purpose Unemployed 1-16 weeks 47 64.26
Unemployed 17-26 weeks 40 50.75 13.51* 4.57 0.00
Unemployed 27-52 weeks 46 64.78 -0.53 4.41 0.90
Unemployed over 52 weeks 53 63.77 0.48 4.26 0.91
Marginally attached 514 63.97 0.29 3.24 0.93
Employed 6354 67.64 -3.39 3.11 0.28

* The mean difference is significant at the 0.05 level.
** The mean difference is significant at the 0.10 level. 

Table 5.9) ANOVA comparison of wellbeing, psychological capital, and LAMBs between the employed 
and unemployed/MA

  

 

 

unemployment. The decline in social support and meaningful activities is most significant 

after 6 months of unemployment, perhaps as individuals withdraw from their social support 

networks. Social status and time structure are immediately lower for the unemployed 

compared to the employed, perhaps suggesting there is a negative stigma associated with not 
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having a job and that the unemployed have idle time. A sense of collective purpose (found to 

be insignificant in the regression analysis) is also significantly lower for the unemployed 

compared to the employed after 17 weeks of unemployment. 

 

Individuals who are MA on average suffer significantly higher levels of financial deprivation, 

and have lower levels of social support, social status, and time structure compared to the 

employed. Only collective purpose was found to be insignificantly different.  

 

The results of the ANOVA analysis therefore seem to provide support for the prediction of 

the integrated model that PK and LAMBs deteriorate as the length of unemployment 

increases, resulting in a decline in wellbeing. However, caution is needed when interpreting 

these results as the absolute changes in the mean scores of some of the variables (particularly 

PK) are quite small, suggesting little impact of unemployment on PK. The large sample sizes 

used to estimate the statistics (particularly the employed and MA) will have produced small 

standard errors, which increases the likelihood of accepting a statistically insignificant 

difference between two variables as being statistically significant (for example, accept that the 

PK of long term unemployed individuals is significantly different from the employed when in 

fact it is not).  

 

In light of the earlier mediation results, caution is also needed when interpreting the data. The 

ANOVA results do not tell us the extent to which the deterioration in wellbeing, PK, and 

LAMBs is the result of being unemployed for longer periods of time;  they tell only that 

people with lower mean levels of PK and LAMBs are observed being in the pool of 

unemployed and for longer periods of time. The mediation results suggest that the indirect 

effects of unemployment on wellbeing transmitted through PK and LMS are quite small. It 

may be that individuals with poor core self-evaluations and/or experiencing higher levels of 
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stress from unmet latent and manifest needs may be predisposed to a higher risk of being in 

long-term unemployment. Longitudinal analysis that tracks peoples’ labour market transitions 

would be needed to answer this question.  

 

Prediction 4) Job satisfaction significantly influences a person’s wellbeing and therefore 

(indirectly) their LMS  

The integrated theory of unemployment postulated that not only does having a job affect a 

person’s wellbeing, but satisfaction with a job also affects wellbeing, and therefore the 

likelihood that a person will be either employed or unemployed/MA. Unemployed individuals 

who are successful at regaining employment, but who are dissatisfied with their job, are at 

greater risk of quitting their job (or being dismissed) and again entering the downward cycle.  

 

The theory also suggested that individuals with low PK (either because their PK has 

deteriorated with a long spell of unemployment or because they have been socially 

conditioned to have poor PK) will cope with work stresses less well, are more likely to 

develop negative attitudes toward a job, and either quit or are dismissed because of poor 

productivity.  This would suggest a significant correlation between PK and job satisfaction. 

 

As stated earlier, job satisfaction was removed as a variable in the wellbeing equation because 

of large multicollinearity problems with the LMS variable. ANOVA analysis was therefore 

used instead to explore the significance of job satisfaction. Table 5.10 presents an ANOVA 

analysis comparing the mean levels of wellbeing and PK for individuals who reported levels 

of job satisfaction ranging from ‘very low job satisfaction’ to ‘very high job satisfaction’.44 

The results show that on average there are significant differences in people’s wellbeing at all 

                                                 
44 Efforts were made to estimate the effects of job satisfaction on wellbeing using regression analysis by including job 
satisfaction as an explanatory variable in the wellbeing equation. However the non-existence of job satisfaction data for the 
unemployed/NILF made this problematic and ANOVA techniques were applied instead.  
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levels of job satisfaction above ‘very low job satisfaction’, and that as the level of job 

satisfaction rises so to does the average level of wellbeing. Medium to high job satisfaction 

levels have a small, but significant, positive effect on wellbeing.  This would suggest that 

unemployed individuals who regain employment are more likely to remain employed if they 

are satisfied with their new jobs because of the positive affect the new labour market status 

has on wellbeing and LMS.  

 

Table 5.10) ANOVA Analysis of Wellbeing and Psychological Capital  
With Job Satisfaction 

Dependent 
Variable Labour Market Status 

Sample 
Size Mean 

Mean 
Difference  

Standard 
Error 

Significance 
(p value) 

Wellbeing Very low job satisfaction 115 69.28       
  Low job satisfaction 229 72.64 -3.35* 1.61 0.04 
  Medium job satisfaction 923 74.84 -5.56* 1.40 0.00 
  High job satisfaction 3299 80.02 -10.73* 1.34 0.00 

  Very high job satisfaction 2077 82.84 -13.56* 1.35 0.00 
Psychological 
capital Very low job satisfaction 115 62.07       
  Low job satisfaction 229 64.12 -2.05* 0.88 0.02 
  Medium job satisfaction 923 64.27 -2.19* 0.76 0.00 
  High job satisfaction 3299 66.14 -4.06* 0.73 0.00 

  Very high job satisfaction 2077 67.44 -5.36* 0.74 0.00 

* The mean difference is significant at the 0.05 level.      
** The mean difference is significant at the 0.10 level.      

 

 

 

Consistent with the literature on job quality and security discussed in Chapter 2 (2.3.1d), the 

integrated theory suggests that unemployed individuals who are only successful in regaining 

unsatisfactory employment are at greater risk of once again becoming unemployed. 

Unemployed individuals with higher levels of PK and wellbeing may also be more successful 

in gaining new employment that offers greater job satisfaction.  
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5.11) Conclusion 

The aim of this chapter was to explore the validity of the integrated theory of unemployment 

using cross-sectional data from Wave 4 of HILDA and, in particular, a number of key 

predictions of the theory. The results of the analysis point to some interesting conclusions that 

provide good general support for the integrated theory: 

• There does exist a significant simultaneous relationship between LMS and wellbeing. 

People who are employed are generally happier and healthier than those who are 

unemployed/MA, and healthier wellbeing improves the likelihood of being employed;  

• PK and the latent and manifest benefits of employment do transmit the effects of 

unemployment onto wellbeing, but only a relatively small amount (less than 8 percent). 

People with healthier PK and less stress from unmet LAMBs have higher wellbeing and 

are more likely to be employed; 

• Lower levels of PK and LAMBs are correlated with longer average spells of 

unemployment. This is likely to be the result of both deterioration in PK and LAMBs 

associated with length of unemployment, and individuals with pre-existing low levels of 

PK and LAMBs more likely to be observed in the unemployment pool. Low PK and 

LAMBs are likely to place an individual at greater risk of remaining unemployed because 

of the associated lower level of wellbeing.  

• Lower job satisfaction is also associated with poorer PK and wellbeing. This suggests that 

unemployed individuals who regain employment, but who are dissatisfied with their 

employment, are at greater risk of quitting or being dismissed, returning them to the 

unemployed/MA category.  

 

As already mentioned, one of the most significant insights to be gained from the analysis was 

that, while PK and LAMBs do significantly influence wellbeing, the effects of LMS on 

wellbeing transmitted through PK and LAMBs is small. Combined they account for only 9 
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percent of the change in wellbeing resulting from a change in LMS. Individually, the 

transmission effects are much smaller. Given the wellbeing equation coefficients show 

wellbeing is quite responsive to a change in PK and LAMBs, it suggests that factors other 

than LMS that influence PK and LAMBs (e.g. upbringing, family and social environment, 

educational experience) are very significant in influencing wellbeing and may predispose a 

person towards being employed or unemployed/NILF. This finding also suggests PK is 

malleable but relatively stable – an important finding in the context of the psychological 

debate about whether PK can be altered (discussed in Chapter 2) and its implications for 

programs and policies (discussed in Chapter 9).  

 

A number of methodological weaknesses exist in the applied research. First, the study was 

reliant on proxy measures for PK and LAMBs in the HILDA dataset, which may have 

affected the validity of the results, particularly for variables (that is, collective purpose) found 

to be insignificant.  

 

Secondly, the assumption made in estimating the structural equations that PK and LAMBs are 

exogenous is limiting and unlikely to be correct, particularly in light of the ANOVA analysis 

that found PK and LAMBs deteriorate with the length of unemployment. However, the 

mediation tests suggest that, while LMS does influence PK and LAMBs, the size of the effect 

is quite small and so the assumption of exogeneity may not be critical. Even so, this 

represents a distinct weakness in the cross-sectional analysis and further study utilising the 

longitudinal data contained in HILDA is needed to address this endogeneity problem (the 

objective of the next chapter).  

 

A further weakness with the analysis relates to the estimation of instrumental variables for 

LMS and wellbeing in order to carry out the 2SLS analysis. As indicated in the text, the 
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correlations between the instrumental and original LMS and wellbeing variables is 

approximately 0.63, below the recommended correlation of 0.80 (Gow, 2006). Some caution 

is therefore needed in interpreting the coefficients for the wellbeing variable in the LMS 

equation because it may be somewhat unrepresentative of the original variables. No suitable 

alternative proxy variable with a higher correlation could be located.  

 

The results of this cross-sectional research provide strong support for the inclusion of 

psychological variables in applied economic research. Important differences were found in the 

wellbeing and PK of individuals in different labour market states and the inclusion of these 

variables added significant predictive power to the model. This supports the concern raised in 

the economics literature (discussed in Chapter 2) that the exclusion of PK from economic 

studies is likely to result in omitted variable bias, and highlights the potential benefits to be 

gained in economics from adopting a more interdisciplinary approach. 

 

Chapter 6 builds on the analysis of this chapter, and the theory and policy implications of the 

findings are discussed in more detail in Chapters 7 and 8.  
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Chapter 6 
 

Longitudinal Study of the Integrated Theory of 
Labour Market Status 

 
 
 
6.1) Introduction 

This chapter studies the relationship between LMS, wellbeing, and PK as suggested by the 

integrated theory of labour market status, using the panel data contained in HILDA. The 

cross-sectional analysis presented in Chapter 5 demonstrated significant differences between 

individuals in terms of wellbeing, PK and LAMBs which help account for differences in 

labour market status. Individuals with healthier PK and LAMBs tend to have higher wellbeing 

and are more likely to be employed. However, the cross-sectional analysis does not allow us 

to answer some other important questions. For example, to what extent do changes in a 

person’s wellbeing, PK, and LAMBs affect their LMS? Do changes in LMS, in turn, cause 

significant variations in wellbeing and PK? How malleable is PK? (i.e. does it change 

significantly with labour market experiences?). Are individuals likely to be predisposed to a 

higher risk of being unemployed or NILF because of their pre-existing stock of PK? Because 

the panel data in HILDA tracks changes in people’s LMS, wellbeing and PK over time, this 

data is ideally suited to use when examining these questions, and helps shed more light on the 

earlier analysis in Chapter 5.  

 

This chapter focuses on examining transitions to and from unemployment/NILF to re-

employment; that is, it compares individuals who remain continuously employed with those 

who leave the workforce, and individuals who remain continuously unemployed/NILF with 

those who regain entry into the labour market. The study also examines whether changes in 

PK and LAMBs mediate the effects of LMS onto wellbeing, an examination which will 



 123

provide a clearer understanding of the nature of the relationship between the two variables. 

The chapter concludes with a summary of the key findings and weaknesses of the analysis.  

 

METHOD 

6.2) Data 

Panel data from Waves 3 and 4 (2003 and 2004) of HILDA are used to estimate the structural 

equations for LMS and wellbeing. Unfortunately, only waves 3 and 4 include data used to 

measure PK, so the scope of the longitudinal analysis is limited to two time periods.  Cases 

were restricted to individuals aged between 18 and 64 years in order to focus the study on 

people of working age.  

 

6.3) Measures 

The variables used in this panel study are the same as those used in the cross-sectional 

analysis for measuring PK, LAMBs, and wellbeing, as well as education variables. However, 

unlike the cross-section analysis which used ‘employed and unemployed/MA’ for the LMS’ 

explanatory variable, the panel data includes both ‘marginally attached’ and ‘not marginally 

attached’ (NILF) rather than just MA. The rationale for doing so is that it is not possible to 

distinguish between those who are marginally attached and those not marginally attached who 

are considering re-entering the labour force (for example, mothers thinking of returning to the 

workforce). Both categories therefore need to be included. Those who change from NILF to 

employed reveal their attachment to the labour force.  

 

In addition, interactive variables have been created for the wellbeing, PK and LAMBs 

explanatory variables. Observations for wellbeing, PK and LAMBs were multiplied by the 

LMS dummy variable which has a value of 0 for those who were continuously employed and 

1 for those who transitioned from ‘employed’ to ‘unemployed/NILF’. By doing so, the 
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interactive variables provide coefficients that measure the changes in wellbeing and LMS for 

just those individuals making the transition, while holding continuously employed people 

constant. Similarly, observations for individuals who remain continuously unemployed are 

multiplied by the LMS dummy variable value of 0 (to hold them constant) and those 

transitioning from unemployed/NILF to employed are multiplied by a value of 1.  

 

A number of variables included in the cross-sectional analysis have been excluded from the 

longitudinal analysis, including gender and ethnicity, which do not change over time, and 

experience and age which has a small constant change between waves 3 and 4.  

 

6.4) Procedures 

In the first instance, Two Stage Least Squares was used to estimate regression equations for 

LMS and wellbeing because of the hypothesised simultaneous relationship between the two 

variables. However, attempts to estimate instrumental variables for wellbeing and LMS in 

order to address the identification problem proved unsuccessful. No suitable proxy variables 

were available for use in the LMS and wellbeing equations, and the estimation of instrumental 

variables by regressing LMS and wellbeing against all other exogenous variables in the 

system generated proxies for LMS and wellbeing that were poorly correlated with the original 

variables (0.39 and 0.22 respectively). The instrumental variables were unrepresentative of 

LMS and wellbeing, and therefore meaningless. The original values for LMS and wellbeing 

were subsequently used in place of the instrumental variables, and single equations were 

estimated for LMS and wellbeing. The decision to use original variables was considered 

acceptable following the results of the Hausman test for simultaneity between LMS and 

wellbeing (as described in Chapter 5 and Attachment 5.7). The test results indicated that there 

was no significant simultaneous relationship between LMS and wellbeing when examining 

longitudinal data for people transitioning between employment and unemployment/NILF (the 
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results are reported in Attachment 6.1). This finding contradicts the integrated theory and 

results of the cross-sectional analysis, but may support the assertion that individuals are likely 

to be predisposed to a higher risk of being unemployed/NILF based on their existing level of 

wellbeing and PK, rather than the negative effects of a change in LMS (discussed in more 

detail further on).   

 

The first differencing approach is used to estimate coefficients, which for two years of data 

produces the same estimates as the fixed-effects approach (Wooldridge, 2006). Data is in 

natural logarithm form so that the estimated regression coefficients represent elasticities for 

ease of interpretation. 

 

The two equations for LMS and wellbeing are: 

 

∆LMSit = α0 + α1∆LMSit-1 + α2∆Wellbeingit + α3∆Wellbeing(Interactive)it + 

α4∆Educationit + µit 

 

∆Wellbeingit = β0 + β1∆LMSit + β2∆PKit + β3∆LAMBsit + β4∆PK(Interactive)it + 

β5∆LAMBs(Interactive)it + eit 

Where: 

• ∆LMS: Change in LMS for individual i at time t. In the study of individuals 

transitioning from employed to unemployed/NILF, LMS for continuously employed 

people equals 0, and for those who changed to unemployed/NILF it equals 1. In the 

study of individuals transitioning from unemployed/NILF to employed, LMS for 

continuously unemployed/NILF individuals equals 0, and for those who changed to 

employed it equals 1; 
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• ∆LMSt-1: An individual’s change in LMS between 2002 and 2003. This is a control 

variable, expected to help predict change in LMS in 2004 by providing an indicator of 

the stability of the labour market; 

• ∆Wellbeing: Change in wellbeing (SF-36 score) between 2003 and 2004; 

• ∆Wellbeing (Interactive): ∆LMS dummy variable multiplied by ∆Wellbeing; 

• ∆Education = Measures the significance of individuals completing a qualification 

(postgraduate, graduate, bachelor, diploma, certificate 3 or 4, certificate 1 or 2, year 

12), or commencing study in 2004, in influencing LMS; 

• ∆PK: Measures the influence of a change in a person’s psychological capital on 

wellbeing and (indirectly) LMS; 

• ∆PK (Interactive): PK multiplied by the dummy variable for change in labour market 

status; 

• ∆LAMBs: Measures the influence of changes in the latent and manifest benefits of 

employment (financial deprivation, social support, social status, meaningful activities, 

time structure, and collective purpose) on wellbeing and (indirectly) LMS; 

• ∆LAMBs (Interactive): Each LAMBs variable multiplied by LMS dummy variable.  

 

Similar to the cross-sectional analysis in Chapter 5, the LMS equation is also estimated using 

logistic regression techniques because ∆LMS is a qualitative variable.  

 

RESULTS 

6.4) ANOVA analysis 

As a starting point, ANOVA analysis was used to look for any significant difference in the 

mean levels of wellbeing, PK, and LAMBs for individuals in each of the four different labour 

market states between 2003 and 2004: 

1. Continuously employed; 
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2. Continuously unemployed/NILF; 

3. Transitioning from employed to unemployed/NILF; 

4. Transitioning from unemployed/NILF to employed.  

The integrated theory predicts that, on average, individuals who have either remained 

unemployed/NILF or transitioned between unemployed/NILF and employed will have lower 

levels of wellbeing and PK, compared to those who have remained employed because of the 

detrimental effects of unemployment on psychological and physical health. Individuals 

transitioning from employed to unemployed/NILF are also expected to experience higher 

stress levels resulting from unmet LAMBs relative to those who have remained employed.  

 

Table 6.1 compares the average levels of wellbeing, PK and LAMBs by subtracting the mean 

score for individuals in groups 2, 3, and 4 from 1 (scores are expressed in percentages for ease 

of comparison). The results of the ANOVA indicate that, compared to those who remained 

employed, individuals who remained unemployed/NILF, who changed from employed to 

unemployed/NILF, or who changed from unemployed/NILF to employed, had significantly 

lower levels of wellbeing, PK, social status and time structure. They also experienced 

significantly greater financial deprivation. PK is significantly lower for those who remained 

unemployed/NILF, or who moved from unemployed/NILF to employed, compared to those 

who remained employed. This suggests either that lower PK is associated with being long 

term unemployed/NILF or, that a period of unemployment/NILF damages PK. The same 

result was found in terms of a person’s sense of collective purpose, a factor which may have 

declined with a spell of being unemployed/NILF. However, the differences in the means for 

collective purpose are very small (0.87 percent).  

 

Social support was found to be significantly lower for individuals who remained 

unemployed/NILF compared to the employed. However, individuals transitioning between  
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Table 6.1) ANOVA comparing wellbeing, psychological capital, and LAMBs by labour market status 
 

Dependent Variable Labour Market Status 
Sample 

Size 

Mean 
(Average 
2003 and 

2004) 

Mean 
Difference 

(a - b) 
Standard 

Error 
Significance 

(p value) 
Wellbeing Remained employed (a) 4856 80.32       
  Remained unemployed/NILF (b) 1404 67.25 13.12* 0.47 0.00 
  Changed from employed to unemployed/NILF (b) 349 73.65 6.72* 0.85 0.00 
  Changed from unemployed/NILF to employed (b) 377 76.20 4.17* 0.83 0.00 
Psychological Capital Remained employed (a) 4924 78.54       
  Remained unemployed/NILF (b) 1434 72.10 6.44* 0.42 0.00 
  Changed from employed to unemployed/NILF (b) 353 77.77 0.77 0.76 0.31 
  Changed from unemployed/NILF to employed (b) 379 76.31 2.22* 0.74 0.00 
Financial Deprivation Remained employed (a) 5048 51.87       
  Remained unemployed/NILF (b) 1530 57.33 -5.46* 0.35 0.00 
  Changed from employed to unemployed/NILF (b) 362 54.26 -2.39* 0.65 0.00 
  Changed from unemployed/NILF to employed (b) 386 55.85 -3.98* 0.63 0.00 
Social Support Remained employed (a) 4909 77.72       
  Remained unemployed/NILF (b) 1444 74.68 3.03* 0.39 0.00 
  Changed from employed to unemployed/NILF (b) 354 78.27 -0.55 0.72 0.44 
  Changed from unemployed/NILF to employed (b) 375 76.84 0.88 0.70 0.21 
Social Status Remained employed (a) 5421 74.52       
  Remained unemployed/NILF (b) 684 61.79 12.73* 0.49 0.00 
  Changed from employed to unemployed/NILF (b) 339 69.54 4.98* 0.68 0.00 
  Changed from unemployed/NILF to employed (b) 378 67.86 6.66* 0.65 0.00 
Meaningful Activities Remained employed (a) 5055 40.40       
  Remained unemployed/NILF (b) 1525 34.89 5.51* 1.27 0.00 
  Changed from employed to unemployed/NILF (b) 361 36.43 3.97** 2.37 0.09 
  Changed from unemployed/NILF to employed (b) 386 39.90 0.50 2.30 0.83 
Time Structure Remained employed (a) 5044 80.08       
  Remained unemployed/NILF (b) 1520 73.68 6.4* 0.43 0.00 
  Changed from employed to unemployed/NILF (b) 365 76.08 4.00* 0.79 0.00 
  Changed from unemployed/NILF to employed (b) 390 76.64 3.44* 0.77 0.00 
Collective Purpose Remained employed (a) 5624 67.77       
  Remained unemployed/NILF (b) 1696 66.89 0.87** 0.53 0.10 
  Changed from employed to unemployed/NILF (b) 419 66.68 1.08 0.97 0.26 
  Changed from unemployed/NILF to employed (b) 444 63.72 4.05* 0.94 0.00 
* The mean difference is significant at the .05 level      
** The mean difference is significant at the .10 level      
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employed and unemploye/NILF reported similar levels of support to those who remained 

employed. 

 

A sense of meaningful activities is significantly lower for those who became or remained 

unemployed/NILF, but was not significantly different for those who regained employment. 

This suggests re-employment provides people with a sense of worthwhile activity.   

 

Overall therefore, the results of the ANOVA support the predictions of the integrated theory, 

namely, that there are significant differences in the level of wellbeing, PK and LAMBs of 

those individuals who experience some period of being unemployed/NILF when compared to 

those who remain employed. Unemployment/NILF, or periods of unemployment, are 

associated with lower wellbeing, PK and greater stress from unmet latent and manifest needs.  

 
 
Table 6.2 contrasts the change in wellbeing, PK, and LAMBs between those people who 

remained continuously employed during waves 3 and 4, and those who either remained 

unemployed/NILF, moved from employed to unemployed/NILF, or changed from 

unemployed/NILF to employed. The results of the ANOVA show that, compared to people 

who remained employed, individuals who moved from unemployed/NILF to employed 

experienced a statistically significant positive change in wellbeing (2.35 percent). Individuals 

who moved from employed to unemployed/NILF experienced a significant negative change 

in wellbeing (2.53 percent). Individuals who remained employed or unemployed/NILF did 

not experience any significant change in wellbeing. As expected, there are significant 

(although quite small) changes in wellbeing associated with periods of unemployment/NILF.  
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Table 6.2) ANOVA comparing Changes in wellbeing, psychological capital, and LAMBs by labour market status 
 

Dependent Variable Labour Market Status 
Sample 

Size Mean Change 

Mean 
Difference 

(a - b) 
Standard 

Error 
Significance 

(p value) 
Wellbeing Remained employed (a) 4856 -0.15       
  Remained unemployed/NILF (b) 1404 0.05 -0.20 0.39 0.61 
  Changed from employed to unemployed/NILF (b) 349 -2.68 2.53* 0.71 0.00 
  Changed from unemployed/NILF to employed (b) 377 2.20 -2.35* 0.69 0.00 
Psychological Capital Remained employed (a) 4788 0.14       
  Remained unemployed/NILF (b) 1370 0.48 -0.34 0.41 0.41 
  Changed from employed to unemployed/NILF (b) 342 0.44 -0.29 0.75 0.70 
  Changed from unemployed/NILF to employed (b) 369 -0.11 0.25 0.72 0.73 
Financial Deprivation Remained employed (a) 4814 0.53       
  Remained unemployed/NILF (b) 1394 0.67 -0.14 0.34 0.67 
  Changed from employed to unemployed/NILF (b) 344 0.58 -0.06 0.63 0.93 
  Changed from unemployed/NILF to employed (b) 372 -1.79 2.32* 0.60 0.00 
Social Support Remained employed (a) 4698 0.02       
  Remained unemployed/NILF (b) 1336 -0.18 0.19 0.34 0.57 
  Changed from employed to unemployed/NILF (b) 338 -0.48 0.50 0.62 0.43 
  Changed from unemployed/NILF to employed (b) 362 0.27 -0.25 0.60 0.68 
Social Status Remained employed (a) 4682 0.04       
  Remained unemployed/NILF (b) 581 0.56 -0.52 0.50 0.30 
  Changed from employed to unemployed/NILF (b) 282 -3.66 3.70* 0.70 0.00 
  Changed from unemployed/NILF to employed (b) 315 4.84 -4.80* 0.67 0.00 
Meaningful Activities Remained employed (a) 4824 -0.01       
  Remained unemployed/NILF (b) 1386 0.01 -0.01 0.01 0.41 
  Changed from employed to unemployed/NILF (b) 342 -0.06 0.05* 0.02 0.05 
  Changed from unemployed/NILF to employed (b) 372 -0.04 0.03 0.02 0.18 
Time Structure Remained employed (a) 4833 0.02       
  Remained unemployed/NILF (b) 1391 0.03 -0.01 0.02 0.81 
  Changed from employed to unemployed/NILF (b) 347 -0.14 0.16* 0.04 0.00 
  Changed from unemployed/NILF to employed (b) 376 0.16 -0.14* 0.04 0.00 
Collective Purpose Remained employed (a) 4854 0.95       
  Remained unemployed/NILF (b) 1404 0.42 0.53 0.60 0.38 
  Changed from employed to unemployed/NILF (b) 348 -0.92 1.87** 1.09 0.09 
  Changed from unemployed/NILF to employed (b) 377 1.67 -0.73 1.05 0.49 
* The mean difference is significant at the .05 level      
** The mean difference is significant at the .10 level      
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In contrast, there were no statistically significant changes in PK associated with people 

transitioning between unemployed/NILF and those who remained continuously employed. 

Given that PK is significantly higher for the employed compared to unemployed/NILF 

individuals or those transitioning between employment and unemployment/NILF (discussed  

in the cross sectional analysis of Chapter 5 and Table 6.1), the result here suggests PK may be 

a relatively stable personality construct. This raises the interesting possibility that people with 

lower PK may be predisposed to a higher risk of becoming unemployed/NILF. 

 

In terms of the latent and manifest benefits associated with employment, there is some 

variation between the LAMBs. Similar to the case of PK, there is no statistically significant 

change in social contact/support. From Table 6.1, it can be seen that employed people have 

significantly higher levels of social support when compared to those who are 

unemployed/NILF. Factors other than LMS appear to influence social support, making it a 

relatively stable (exogenous) factor. 

 

In regards to financial deprivation, those who regained employment experienced a significant 

decline in financial strain (2.32 percent) as a result of earning income.  

 

Social status and time structure both significantly improved for people regaining employment, 

and declined for people moving from employed to unemployed/NILF. Meaningful activities 

and sense of collective purpose both significantly declined for individuals moving from 

employed to unemployed/NILF.  

 

The important insights to be gained from the ANOVA analysis are that there are significant 

differences in the level of wellbeing, PK and LAMBs of people who are employed compared 
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to those who are unemployed/NILF or transitioning between employment and 

unemployment/NILF. There are also significant changes in wellbeing experienced by people 

moving in and out of employment, suggesting adverse effects associated with being 

unemployed/NILF. However, there are statistically insignificant changes in PK experienced 

by people moving between employed and unemployed/NILF, and only small changes in 

LAMBS (the largest change being 4.8 percent).  With only two years of panel data it is 

difficult to know if these variables will vary more across time and duration in each labour 

market state. The small changes in wellbeing, PK and LAMBs also raises concern that that 

the regression analyses to follow may struggle to explain much of the variation in LMS and 

wellbeing because of the limited variation in the variables included in this model.  

 

6.5) Regression analysis 

6.5.1) Change in LMS from unemployed/NILF to employed 

Tables 6.3 and 6.4 present the regression results for the LMS equation (LPM and Logit 

models respectively) for individuals transitioning from unemployed/NILF to employed 

between 2003 and 2004 (full regression results for the LMS equations are at Attachment 6.2 

and 6.3). In the sample size of 1714 people, 70 percent were females and 30 percent were 

males. 79 percent of the sample remained unemployed/NILF while 21 percent changed from 

unemployed/NILF to employed.  

 

The F-test of overall significance of the LPM indicates that the coefficients are jointly 

significant in explaining the change in LMS. The coefficient of determination (R2) suggests 

the equation explains approximately 18 percent of the variation in LMS. Similarly, the logit  
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All Male Female

Variables Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio
(Constant) 0.12 0.01 11.91* 0.13 0.02 6.67* 0.11 0.01 9.83*
∆ Wellbeing 0.00 0.03 0.12 -0.02 0.07 -0.32 0.01 0.04 0.36
∆ Wellbeing interaction variable1 0.40 0.09 4.59* 0.24 0.15 1.60 0.49 0.11 4.57*
∆ Postgraduate2 1.47 0.22 6.54* 1.75 0.37 4.76* 1.06 0.32 3.30*
∆Graduate 1.11 0.31 3.63* 1.24 0.53 2.35* 1.10 0.41 2.70*
∆ Bachelor 0.87 0.14 6.04* 1.05 0.25 4.21* 0.68 0.20 3.43*
∆ Diploma 0.55 0.16 3.50* 0.47 0.27 1.77** 0.89 0.22 4.05*
∆ Certificate 3 or 4 0.08 0.11 0.70 0.31 0.25 1.23 0.03 0.12 0.23
∆ Certificate1or 2 0.37 0.18 2.03* 0.01 0.38 0.02 0.51 0.21 2.43*
∆ Year 12 0.28 0.13 2.05* 0.45 0.23 1.96* 0.15 0.19 0.81
∆ Studying -0.07 0.03 -2.36* -0.13 0.06 -1.99* -0.05 0.04 -1.52
∆ LMSt-1 0.34 0.02 15.57* 0.36 0.04 8.78* 0.33 0.03 12.67*
N 1714 504 1210
Adjusted R2 0.18 0.21 0.17
F 35.06 13.01 23.22
Significance level 0.00 0.00 0.00
1 Interaction variable equals wellbeing multiplied by 1 for those who are employed and 0 for those unemployed/NILF. 
2 Base level of education is 'Less than year 12'
* Statistically significantly different from zero at the 0.05 confidence level
** Statistically significantly different from zero at the 0.10 confidence level

Table 6.3) LMS (LPM) regression for individuals transitioning from unemployed/NILF to employed
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All Male Female

Variables Coefficient
Standard 

Error
Odds 
Ratio Sig. Coefficient

Standard 
Error Odds Ratio Sig. Coefficient

Standard 
Error Odds Ratio Sig.

(Constant) -2.05 0.09 0.13 0.00* -1.95 0.16 0.14 0.00* -2.09 0.10 0.12 0.00*
∆ Wellbeing 0.00 0.01 1.00 0.93 0.00 0.01 1.00 0.99 0.00 0.01 1.00 0.88
∆ Wellbeing interaction variable 0.04 0.01 1.04 0.00* 0.03 0.02 1.03 0.10** 0.05 0.01 1.05 0.00*
∆ Postgraduate1 8.80 1.71 6662.15 0.00* 28.52 26860.14 2.42E+12 1.00 23.95 13517.02 2.51E+10 1.00
∆Graduate 6.79 2.41 885.98 0.00* 7.20 48341.93 1338.65 1.00 42.42 42405.01 2.66E+18 1.00
∆ Bachelor 5.77 1.21 320.16 0.00* 5.97 1.75 393.36 0.00* 21.97 13517.02 3.48E+09 1.00
∆ Diploma 3.65 1.14 38.61 0.00* 2.55 1.79 12.80 0.15 39.32 21504.22 1.19E+17 1.00
∆ Certificate 3 or 4 0.49 0.81 1.64 0.54 1.19 1.67 3.28 0.48 0.33 0.94 1.39 0.73
∆ Certificate1or 2 2.17 1.10 8.76 0.05* -18.45 40192.97 0.00 1.00 2.77 1.34 16.01 0.04*
∆ Year 12 2.18 1.02 8.83 0.03* 2.66 1.59 14.24 0.10** 1.40 1.67 4.04 0.40
∆ Studying -0.49 0.22 0.61 0.03* -0.79 0.43 0.45 0.06** -0.37 0.26 0.69 0.17
∆ LMSt-1 1.87 0.14 6.49 0.00* 1.90 0.25 6.70 0.00* 1.86 0.17 6.40 0.00*
N 1714 504 1210
Nagelkerke R2 0.24 0.29 0.22
Model Chi-Square 279.07 107.34 178.83
Significance level 0.00 0.00 0.00
1 Base level of education is 'Less than year 12'
* Statistically significantly different from zero at the 0.05 confidence level
** Statistically significantly different from zero at the 0.10 confidence level

Table 6.4) LMS (Logit) regression for individuals transitioning from unemployed/NILF to employed



 135

model passes the Chi-Square test of model significance, and the Nagelkerke R2 suggests the 

model explains approximately 24 percent of the variance in LMS.45 

 

In the LPM, the coefficient measuring the ‘main effects’ of wellbeing on LMS is insignificant 

(t = 0.12) indicating that, on average, wellbeing had no significant effect on LMS for  

individuals who either remained unemployed/NILF or who re-entered the workforce. 

However, the coefficient for the wellbeing interaction variable (estimating the relationship 

between a change in wellbeing and a change in LMS for those individuals who regained 

employment) is significant. On average, each one percent increase in wellbeing is correlated 

with a 0.40 percent increase in the likelihood of regaining employment (holding other 

variables constant). The influence of a change in wellbeing was significantly higher for 

females than males, suggesting employment for women is more sensitive to a change in 

wellbeing. 

 

The relationship between wellbeing and LMS reported in the logit model tells a similar story 

to the LPM. The odds ratio for wellbeing equals 1, indicating that on average wellbeing has 

no effect on increasing the odds of employment. However the interactive variable for a 

change in wellbeing is significant, but very small. Each 1 percent increase in the SF-36 scale 

measure of wellbeing increases the probability of becoming employed by 4 percent. 

 

The LPM results indicate that the completion of a postgraduate, graduate, bachelor, diploma, 

or year 12 qualification is a significant reason for the transition from unemployed/NILF to 

employed for both males and females. A person’s LMS has an elastic response to completing 

a postgraduate qualification (coefficient of 1.47). The insignificance of certificate level 

                                                 
45 Statistics Solutions Inc. note that “R2-like measures … are not goodness-of-fit tests but rather attempt to measure strength 
of association.” The R2 measure is not directly comparable with R2 from OLS regression and should be considered as an 
approximation to OLS R2. (see: http://statisticssolutions.com/Binomial-Logistic-Regression.htm).  
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qualifications perhaps reflects the fact that many such trades involve on-the-job training, 

meaning they are already participating in the workforce on a part time or full time basis. 

 

Caution is needed in interpreting the results of postgraduate and graduate qualifications in the 

logit model. The number of individuals completing a postgraduate qualification is only 0.6 

percent of the sample size, and the number of individuals completing a graduate degree is 0.2 

percent of the sample. The estimation of coefficients between LMS and postgraduate/graduate 

qualifications therefore produces very large odds ratios that have little meaning.46 However, 

the completion of a bachelor degree or diploma significantly increases the odds that a person 

will move from being unemployed/NILF to employed. The probability that a person who is 

currently studying will be employed is 0.64 that of someone not studying.  

 

The LPM regression also included a control variable for LMS lagged one year (i.e. change in 

LMS in 2002-03) that indicates the probability of a person in the sample transitioning from 

unemployed/NILF to employed was approximately 34 percent. While the coefficient suggests 

that a person’s LMS a year ago is a good predictor of their LMS this year, it tells us nothing 

about why people make the transition, and is included as a control variable to reflect the 

relative transitional stability of the labour market. Similarly, the logit odds ratio for change in 

LMS lagged one year suggests the odds of remaining unemployed/NILF are 6.49 the odds of 

becoming employed (that is, approximately 80 percent of those unemployed/NILF in 2003 

remained so in 2004). 

 

 

 

                                                 
46 In an attempt to correct this problem, ∆Bachelor, ∆Graduate, and ∆Postgraduate were combined to increase the sample 
size. However the combined sample in this category was only 6 and the standard errors and odds ratios were still extremely 
high (results not reported here).  
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6.5.2) Change in LMS from employed to unemployed/NILF 

Tables 6.5 and 6.6 describe the LMS equation results for people transitioning from employed 

to unemployed/NILF in the LPM and logit models respectively (full regression results are 

reported at Attachments 6.4 and 6.5). This sample size includes 5218 individuals in both 

models, 51.51 percent of whom are males and 48.49 percent females. Just over 93 percent of 

the sample remained employed, and almost 7 percent changed from employed to 

unemployed/NILF.  

 
Based on the F test and R2, the LPM model has a small but significant ability to explain some 

of the variation in LMS (approximately 6 percent of the change in LMS). Similarly, the Chi-

Square and R2 (0.11) in the logit model suggest that the explanatory variables account for a 

small, but significant, part of the change in LMS from employed to unemployed/NILF.  

 

The main effects coefficient for wellbeing in both the LPM and logit model again indicate 

that, on average, there was no significant affect of wellbeing on LMS for individuals who 

either remained employed or who became unemployed/NILF. However, the wellbeing 

interaction variable is highly significant. In the LPM, on average, each one percent decline in 

wellbeing was associated with a 0.59 percent increase in the likelihood that they would 

become unemployed/NILF. There was no statistically significant difference for males and 

females. The coefficient for the wellbeing interactive variable in the logit model was -0.08 

and the odds ratio was 0.92. That is, each 1 percent increase in wellbeing (as measured by the 

SF-36 scale) reduces the probability of changing from employed to unemployed/NILF by 

about 8 percent, controlling for other variables in the model.   

 

As one would also expect, completing a qualification does not contribute to the likelihood that 

a person will transition from employed to unemployed/NILF. However, commencing a course  
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All Male Female

Variables Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio
(Constant) 0.05 0.00 15.22* 0.04 0.00 9.21* 0.07 0.01 12.18*
∆ Wellbeing 0.00 0.02 0.07 0.00 0.02 0.10 0.00 0.03 0.09
∆ Wellbeing interaction variable -0.59 0.05 -12.72* -0.66 0.06 -10.57* -0.55 0.07 -7.95*
∆ Postgraduate1 0.10 0.09 1.07 0.13 0.12 1.10 -0.05 0.18 -0.26
∆Graduate 0.01 0.08 0.17 -0.01 0.11 -0.12 0.00 0.12 0.01
∆ Bachelor 0.00 0.06 0.00 -0.02 0.10 -0.22 -0.01 0.08 -0.12
∆ Diploma 0.04 0.08 0.57 -0.01 0.10 -0.06 0.09 0.13 0.70
∆ Certificate 3 or 4 -0.03 0.05 -0.67 -0.03 0.08 -0.38 -0.04 0.07 -0.59
∆ Certificate1or 2 -0.16 0.08 -2.07* -0.29 0.11 -2.70* -0.08 0.11 -0.70
∆ Year 12 0.03 0.06 0.53 0.04 0.08 0.50 0.01 0.08 0.14
∆ Studying 0.01 0.01 1.31 0.02 0.01 1.00* 0.00 0.01 0.28
∆ LMSt-1 0.15 0.01 11.15* 0.16 0.02 8.88* 0.13 0.02 6.83*
N 5218 2646 2482
Adjusted R2 0.06 0.08 0.05
F 30.75 20.94 12.03
Significance level 0.00 0.00 0.00
1 Base level of education is 'Less than year 12'
* Statistically significantly different from zero at the 0.05 confidence level
** Statistically significantly different from zero at the 0.10 confidence level

Table 6.5) LMS (LPM) regression for individuals transitioning from employed to unemployed/NILF
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All Male Female

Variables Coefficient
Standard 

Error
Odds 
Ratio Sig. Coefficient

Standard 
Error Odds Ratio Sig. Coefficient

Standard 
Error Odds Ratio Sig.

(Constant) -2.90 0.07 0.06 0.00* -3.29 0.11 0.04 0.00* -2.59 0.08 0.08 0.00*
∆ Wellbeing 0.00 0.00 1.00 0.77 0.00 0.01 1.00 0.82 0.00 0.01 1.00 0.75
∆ Wellbeing interaction variable -0.08 0.01 0.92 0.00* -0.11 0.02 0.89 0.00* -0.06 0.01 0.94 0.00*
∆ Postgraduate1 0.50 1.36 1.65 0.71 -64.88 16619.00 0.00 1.00 -18.64 22913.43 0.00 1.00
∆Graduate -0.38 1.37 0.68 0.78 -66.22 16619.00 0.00 1.00 -0.11 1.54 0.90 0.94
∆ Bachelor -0.58 1.11 0.56 0.60 -66.53 16619.00 0.00 1.00 -0.29 1.13 0.75 0.80
∆ Diploma 0.01 1.30 1.01 0.99 -49.94 14159.14 0.00 1.00 0.70 1.58 2.01 0.66
∆ Certificate 3 or 4 -1.05 1.05 0.35 0.32 -34.24 11740.43 0.00 1.00 -0.62 1.09 0.54 0.57
∆ Certificate1or 2 -3.00 1.69 0.05 0.08** -38.76 19070.86 0.00 1.00 -1.36 2.02 0.26 0.50
∆ Year 12 0.01 0.98 1.01 1.00 -16.98 9816.45 0.00 1.00 0.07 1.05 1.07 0.95
∆ Studying 0.22 0.16 1.25 0.16 0.61 0.27 1.84 0.03* 0.07 0.19 1.07 0.73
∆ LMSt-1 1.45 0.15 4.28 0.00* 1.81 0.25 6.12 0.00* 1.18 0.19 3.25 0.00*
N 5128 2646 2484
Nagelkerke R2 0.08 0.13 0.06
Model Chi-Square 168.09 111.81 67.66
Significance level 0.00 0.00 0.00
1 Base level of education is 'Less than year 12'
* Statistically significantly different from zero at the 0.05 confidence level
** Statistically significantly different from zero at the 0.10 confidence level

Table 6.6) LMS (Logit) regression for individuals transitioning from employed to unemployed/NILF
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of study increases the odds of moving from employed to unemployed/NILF by approximately 

39 percent. The increase in odds of transitioning is significantly higher for males (2.14) than 

for females (1.16).  

 

The change in a person’s LMS in 2003 is a good indication of what their LMS is likely to be 

in 2004. The small, positive coefficient in the LPM model indicates that only a relatively 

small number of people (less than 15 percent) made the transition from employed to 

unemployed/NILF (i.e. the majority of individuals remain continuously employed). The logit 

coefficient indicates the odds of a person remaining employed were 4.28 times the odds that a 

person would move from employed to unemployed, again reflecting a labour market with 

high stability.  

 

6.5.3) Change in wellbeing from unemployed/NILF to employed 

Table 6.7 summarises the regression wellbeing equation results for people transitioning from 

unemployed/NILF to employed (full results are at Attachment 6.4). 768 individuals were in 

the sample, 31 percent of whom were males and 69 percent of whom were females. 79 

percent remained unemployed/NILF and 21 percent regained employment.  

 

The F-test indicates that the independent variables are jointly significant in explaining the 

changes in wellbeing. The R2 indicates that approximately 11 percent of the variation in 

wellbeing can be explained by the variables.    

 

The coefficient and t-test for LMS indicates that a change in LMS from unemployed/NILF to 

employed has an insignificant effect on wellbeing for males, and a small positive effect on 

females (approximately 5 percent higher for females who re-enter the workforce). 
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All Male Female

Variables Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio
(Constant) 0.01 0.01 0.47 0.03 0.02 1.42 0.00 0.01 -0.28
∆ LMS 0.03 0.02 1.44 0.00 0.04 0.07 0.05 0.02 1.85**
∆ Psychological Capital 0.36 0.05 6.97* 0.35 0.10 3.57* 0.36 0.06 5.94*
∆ Financial Deprivation -0.02 0.05 -0.53 -0.15 0.10 -1.43 0.01 0.05 0.11
∆ Social Support 0.19 0.06 3.41* 0.14 0.09 1.62 0.21 0.07 2.96*
∆ Social Status 0.08 0.04 1.82** 0.12 0.11 1.13 0.07 0.05 1.52
∆ TimeStructure 0.03 0.04 0.83 0.05 0.07 0.65 0.03 0.04 0.66
∆ Meaningful Activities 0.00 0.03 0.05 0.00 0.06 -0.05 0.00 0.03 0.12
∆ Collective Purpose -0.01 0.02 -0.31 -0.02 0.04 -0.41 0.00 0.03 0.03
∆ PK Interactive -0.22 0.09 -2.34* -0.37 0.18 -2.04* -0.14 0.11 -1.32
∆ Financial Deprivation Interactive -0.02 0.08 -0.31 0.03 0.14 0.24 0.05 0.11 0.47
∆ Social Support Interactive -0.01 0.12 -0.08 -0.20 0.22 -0.90 0.11 0.15 0.76
∆ Social status Interactive -0.04 0.08 -0.53 0.00 0.16 0.00 -0.05 0.10 -0.46
∆ Time structure Interactive -0.09 0.07 -1.27 -0.25 0.14 -1.83** -0.02 0.08 -0.29
∆ Meaningful activities Interactive 0.01 0.04 0.23 0.07 0.08 0.80 -0.02 0.05 -0.45
N 768 227 541
Adjusted R2 0.11 0.08 0.12
F 7.45 2.39 6.14
Significance level 0.00 0.00 0.00
* Statistically significantly different from zero at the 0.1 confidence level

Table 6.7) Wellbeing equation for individuals transitioning from unemployed/NILF to employed
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Interestingly, the main effects coefficient for PK indicates that, on average, each one percent 

increase in PK for individuals who either remained unemployed/NILF or transitioned into 

employment was associated with an increase in wellbeing of 0.36 percent. However, the PK 

interaction variable indicates that, on average, males who re-entered the workforce 

experienced a decline in wellbeing of approximately one quarter of a percent when their PK 

rose by one percent. The result may suggest that males have a negative response toward 

working again after being out of the workforce (the effect was insignificant for females).  

 

Although difficult to interpret, the negative reaction may be the result of individuals returning 

to low paid or insecure employment that more responsible, self-confident individuals found 

discouraging. Headey and Warren (2006), in a longitudinal study of men (using HILDA data 

from 2001-04) point out that “for several decades the Australian Government has been 

imposing increasingly strict job search requirements on unemployed people”, requiring them 

(in general terms) to take any job they are capable of doing, or else risk losing their benefits. 

 
One implied and sometimes stated justification for the latter requirement is 
that, once a person enters or re-enters the job market, he/she may have an 
improved chance of finding a better paying or more satisfying job, compared 
with someone who remains unemployed. Simply put, the idea is that any job 
is better than none, and that ‘bad’ jobs may lead to ‘better’ jobs. (p. 131).  

 

It may be that individuals with higher PK will have higher expectations of what they are 

capable of doing, and react negatively to having to take a low paid or dissatisfying job, even 

though this may eventually lead to higher paid employment (Headey and Warren, 2006).  

 

Apart from PK, the only other significant explanatory variable (at the 95 percent confidence 

level) amongst the unemployed or those who regained employment is social support. On 

average, a one percent positive change in social support increased wellbeing by 0.19 percent. 
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However, the interaction variable indicates that there was no significant change in social 

support associated with a positive change in wellbeing for individuals who moved from 

unemployed/NILF to employed.     

 

The conclusion from this equation is that LMS (for females), PK and social support are the 

factors most likely to influence a person’s ability to regain entry into the work force from 

amongst those variables considered here. Overall, however, the integrated theory is only able 

to explain a small number of the people transitioning from unemployment/NILF to employed. 

 

6.5.4) Change in wellbeing from employed to unemployed/NILF 

Table 6.8 summarises the results of the wellbeing equation for people moving from employed 

to unemployed/NILF. The sample includes 4940 individuals, 52 percent of whom are male 

and 48 percent female. 93 percent remained employed while 7 percent changed to 

unemployed/NILF.  

 

Based on the R2, the model explains 9 percent of the variation in wellbeing. The model passes 

the F-test for overall significance.  

 

A change in LMS from employed to unemployed/NILF was found to have a 4 percent 

negative impact on wellbeing, which is consistent with the expectations from the integrated 

theory. Both males and females are affected similarly.  

 

The coefficient for the PK main effects variable is significant. On average, each one percent 

increase in PK was associated with a 0.19 percent improvement in wellbeing (and vice versa). 

The interactive PK variables show an even more significant relationship with individuals  
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All Male Female

Variables Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio Coefficient
Standard 

Error t-ratio
(Constant) 0.00 0.00 -0.32 0.00 0.00 -0.22 0.00 0.00 -0.91
∆ LMS -0.04 0.01 -2.91* -0.05 0.02 -2.39* -0.03 0.02 -1.95*
∆ Psychological Capital 0.19 0.02 12.18* 0.22 0.02 10.18* 0.15 0.02 6.68*
∆ Financial Deprivation -0.03 0.01 -2.30* -0.01 0.02 -0.76 -0.03 0.02 -1.58
∆ Social Support 0.15 0.02 7.83* 0.18 0.03 6.54* 0.12 0.03 4.16*
∆ Social Status 0.07 0.02 3.71* 0.06 0.03 2.16* 0.07 0.03 2.56*
∆ TimeStructure 0.03 0.01 2.48* 0.05 0.02 3.04* 0.02 0.02 0.92
∆ Meaningful Activities 0.02 0.01 3.88* 0.03 0.01 2.94* 0.02 0.01 2.55*
∆ Collective Purpose 0.00 0.01 0.00 0.00 0.01 -0.03 0.01 0.01 0.74
∆ Psychological Capital Interactive 0.26 0.07 3.61* 0.22 0.12 1.83** 0.28 0.09 3.06*
∆ Social Support Interactive 0.15 0.08 1.92** 0.24 0.13 1.86** 0.13 0.11 1.19
∆ Financial Deprivation Interactive 0.03 0.05 0.56 -0.02 0.08 -0.20 0.03 0.07 0.47
∆ Social Status Interactive -0.03 0.05 -0.49 0.06 0.10 0.65 -0.05 0.07 -0.76
∆ Time Structure Interactive 0.15 0.04 3.47* 0.16 0.06 2.74* 0.12 0.07 1.84**
∆ Meaningful Activities Interactive 0.00 0.03 0.16 -0.05 0.05 -0.93 0.02 0.04 0.52
∆ Collective Purpose Interactive 0.00 0.00 -2.04* 0.00 0.00 -1.14 0.00 0.00 -1.69**
N 4940 2396 2232
Adjusted R2 0.09 0.11 0.07
F 32.76 20.64 12.19
Significance level 0.00 0.00 0.00
* Statistically significantly different from zero at the 0.1 confidence level

Table 6.8) Wellbeing equation for individuals transitioning from employed to unemployed/NILF
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moving from employed to unemployed/NILF experiencing (on average) a 0.26 percent 

improvement in wellbeing for each 1 percent change in PK. This is the opposite to what 

would be predicted by the integrate theory, and perhaps captures the idea of an initial 

improvement in PK after leaving dissatisfying work. 

 

Of the LAMBs social support is again the most significant factor influencing wellbeing. Each 

1 percent improvement in the social support scale increased wellbeing, on average, by 0.15 

percent. Similarly, the interactive variable showed a 0.15 percent increase in wellbeing for  

those who transitioned from employed to unemployed/NILF. This contradicts the expectation 

that the loss of employment results in a decline in social support. A possible explanation may 

be that the variable is capturing the beneficial effects of early retirees or individuals who now 

feel they have more time to spend with family and friends. However, the variable is only 

significantly different from zero at the 0.1 level and the effect of a change in social support is 

therefore very small and close to insignificant. 

 

Amongst all individuals who either remained employed or transitioned to unemployed/NILF 

each 1 percent improvement in social status, time structure and meaningful activities was 

associated with between a 0.03 and 0.07 percent improvement in wellbeing. However, only 

time structure was significant for those who moved to unemployed/NILF, increasing 

wellbeing by 15 percent. Again, this is anti-intuitive to the prediction of the integrated theory 

that shifting to unemployed/NILF will worsen time structure, but may reflect a feeling of 

having more time to do things other than work.   
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Overall then changes in LMS, PK and LAMBs are associated with relatively small but 

significant changes in wellbeing for people exiting the workforce. Becoming unemployed or 

exiting the labour force altogether is expected to have a negative effect on wellbeing.  

 

6.6) Mediation effects of PK and LAMBs 

In Chapter 5 the hypothesis that PK and LAMBs mediate the relationship between LMS and 

wellbeing was tested using cross-sectional data. The results showed that PK and LAMBs do 

partially transmit the effects of LMS onto a person’s wellbeing. However, the size of the 

effects was small (between 1 and 10 percent). In this section the mediation effects are again 

tested using the longitudinal data. The results are summarised in Tables 6.9 and 6.10 (detailed 

regression results are reported in Attachment 6.8 and 6.9). 

 

Table 6.9 presents the results for individuals transitioning from employed to 

unemployed/NILF. Only interactive data is used for each variable so as to focus exclusively 

on the experiences of those moving to unemployed/NILF. The results show that PK and all of 

the LAMBs variables except meaningful activities and collective purpose are significant 

partial mediating variables. However, the size of the LMS changes being transmitted to 

wellbeing via these variables is extremely small (the largest effect being social support at 1.5 

percent). Combined PK and LAMBs only transmits 2 percent of the change in LMS onto 

wellbeing. The results of this test, therefore, suggest the mediation effects of PK and LAMBs 

are even smaller than those of the cross-section results reported in Chapter 5.  

 

Importantly, the results also indicate that changes in PK and LAMBs significantly explain 

changes in wellbeing. The fact that very little of the change in LMS from employed to 

unemployed/NILF is transmitted through these variables suggests that other factors not  
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Table 6.9) Mediation effects of PK and LAMBs for people transitioning from employed to unemployed/NILF 
 

Mediating Variable b X M se (X) se (M) t (X) t (M) 
R2 

Adjusted F Significance 
Indirect 

Effect (c-c') Z 
∆ Psychological Capital                         
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 -0.012  0.003  -3.380  0.002 13.530 0.000    
Y = b30 + c’X + bM + e3  0.000 -0.056 0.549 0.004 0.015 -15.880 37.440 0.221 847.090 0.000 -0.004 -3.976 
∆ Financial Deprivation                         
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 0.010  0.004  2.970  0.000 8.817 0.003    
Y = b30 + c’X + bM + e3  0.000 -0.064 -0.129 0.004 0.015 -16.470 -8.570 0.055 176.060 0.000 0.004 -2.401 
∆ Social Support                         
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 -0.007  0.002  -3.260  0.002 10.645 0.001    
Y = b30 + c’X + bM + e3  0.000 -0.057 0.475 0.004 0.022 -15.080 21.980 0.110 371.275 0.000 -0.003 -3.455 
∆ Social Status                         
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 -0.057  0.003  -16.420  0.043 269.670 0.000    
Y = b30 + c’X + bM + e3  0.000 -0.045 0.204 0.004 0.015 -11.380 13.826 0.064 203.818 0.000 -0.015 -11.059 
∆ Meaningful Activities                         
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 -0.047  0.005  -8.797  0.013 77.389 0.000    
Y = b30 + c’X + bM + e3  0.000 -0.053 0.027 0.004 0.009 -13.910 3.039 0.035 108.909 0.000 -0.007 0.000 
∆ Collective Purpose                         
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 -0.015  0.005  -2.890  0.001 8.355 0.004    
Y = b30 + c’X + bM + e3  0.000 -0.059 0.008 0.004 0.010 15.285 0.759 0.038 117.270 0.000 -0.001 -0.773 
∆ Time Structure              
Y = b10 + cX +e1 0.000 -0.060  0.004  -15.400  0.038 237.170 0.000    
M = b20 + aX + e2 0.000 -0.055  0.004  -13.828  0.031 191.217 0.000    
Y = b30 + c’X + bM + e3  0.000 -0.051 0.176 0.013 0.013 -13.110 13.978 0.067 215.793 0.000 -0.009 -9.647 
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Table 6.10) Mediation effects of PK and LAMBs for people transitioning from unemployed/NILF to employed 
 

Mediating Variable b X M se (X) se (M) t (X) t (M) 
R2 

Adjusted F Significance 
Indirect 

Effect (c-c') Z 
∆ Psychological Capital                         
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 -0.003  0.005  -0.570  0.000 0.325 0.569    
Y = b30 + c’X + bM + e3  0.000 0.036 0.220 0.006 0.024 6.454 9.366 0.058 64.318 0.000 0.000 -0.599 
∆ Financial Deprivation                         
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 -0.032  0.007  -4.384  0.011 23.635 0.000    
Y = b30 + c’X + bM + e3  0.000 0.032 -0.097 0.006 0.019 5.569 -5.123 0.029 32.031 0.000 0.004 3.406 
∆ Social Support                         
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 0.010  0.004  0.315  0.000 0.099 0.753    
Y = b30 + c’X + bM + e3  0.000 0.036 0.232 0.005 0.032 6.730 7.164 0.045 49.480 0.000 0.000 2.363 
∆ Social Status                         
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 0.077  0.006  12.576  0.070 158.147 0.000    
Y = b30 + c’X + bM + e3  0.000 0.030 0.098 0.006 0.021 5.136 4.169 0.031 32.788 0.000 0.006 4.386 
∆ Meaningful Activities                         
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 -0.036  0.012  -3.137  0.004 9.839 0.002    
Y = b30 + c’X + bM + e3  0.000 0.040 0.000 0.006 0.011 7.166 0.002 0.023 25.806 0.000 -0.004 0.000 
∆ Collective Purpose                         
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 0.011  0.010  1.142  0.000 1.305 0.253    
Y = b30 + c’X + bM + e3  0.000 0.034 0.020 0.006 0.013 5.850 1.5.5 0.017 18.906 0.000 0.002 0.895 
∆ Time Structure              
Y = b10 + cX +e1 0.000 0.036  0.006  6.266  0.018 39.268 0.000    
M = b20 + aX + e2 0.000 0.050  0.007  7.534  0.026 56.762 0.000    
Y = b30 + c’X + bM + e3  0.000 0.036 -0.020 0.006 0.019 6.278 -1.049 0.018 19.705 0.000 0.000 -1.041 
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included in this analysis that influence PK and LAMBs (such as childhood experiences, 

family environment, educational experience, and so forth) are likely to be very important in 

explaining the impact of PK and LAMBs on wellbeing. Not only does this help account for 

the low explanatory power of the model, but it also suggests that a person is likely to be 

predisposed to a higher probability of shifting from employment to unemployment/NILF 

given the quality of their PK and level of stress from unmet latent and manifest needs not 

associated with LMS.  

 

Table 6.10 shows the mediating effects of PK and LAMBs for individuals transitioning from 

unemployed/NILF to employed. Again the results indicate that PK and LAMBs have either a 

very small or insignificant partial mediating effect on wellbeing. PK and social support in 

particular have a significant effect on wellbeing and a person’s pre-existing stock of core self-

evaluations and social support network will be most significant in influencing the level of 

those variables.   

 

6.9) Conclusion 

The purpose of this chapter was to test the integrated theory of unemployment using the panel 

data available in the HILDA Survey to estimate structural equations for LMS and wellbeing. 

Based on the theory it was expected that changes in a person’s wellbeing, PK and LAMBs (as 

well as human capital and demographic variables) would help explain changes in LMS. 

Simultaneously, changes in LMS were also expected to impact on wellbeing.   

 

Overall the results provide support for the integrated theory while also highlighting some 

important differences. The ANOVA analyses indicated that there are significant differences in 

the levels of wellbeing, PK and LAMBs for individuals in different labour market states. 
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However, while there are significant changes in wellbeing for individuals moving between 

labour market states, changes in PK or LAMBs were small or insignificant. This posed the 

possibility that factors other than LMS influencing PK and LAMBs may explain changes in 

wellbeing that affect LMS.  

 

The LMS equations showed that wellbeing does significantly influence people’s LMS while 

wellbeing is affected by PK and LAMBs. Interestingly, LMS was found to have only a small 

direct impact on wellbeing and virtually none of the change in LMS was transmitted through 

PK and LAMBs to wellbeing. However, PK and LAMBs are important mediating variables 

and factors influencing PK and LAMBs other than LMS are likely to impact on wellbeing and 

(indirectly) LMS (as suggested by the ANOVA analysis). In particular, individuals who have 

formed poor PK during youth, or who have poor quality social support networks, are likely to 

be predisposed to a higher risk of being unemployed/NILF. This finding also suggests that PK 

is a stable trait not affected greatly by a change in LMS (a significant finding for the debate 

over the malleability of PK discussed in Chapter 2). However, some caution is needed in 

reaching this conclusion as the measure of PK in this research is a proxy based on self-

efficacy and locus of control. The inclusion of self-esteem and emotional stability (if possible) 

could significantly influence this finding. 

 

Based on the coefficient of determination statistics the analysis using panel data provides 

limited, but significant, evidence of a simultaneous relationship between LMS, PK and social 

support consistently appear to be important factors influencing a person’s wellbeing and 

(indirectly) LMS, and attention now needs to shift to better understand what factors, other 

than LMS, significantly determine PK and LAMBs.  
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There are a number of other possible reasons why the longitudinal analysis has only produced 

relatively weak results. Firstly (as discussed in the Literature Review), Flatau et al., (2000) 

describe an oscillating effect of unemployment on wellbeing as people move through stages 

of unemployment: shock, initial optimism, pessimism, and eventual despondency. The 

relationship between unemployment and wellbeing is therefore unlikely to be linear and the 

longitudinal analysis here may not adequately consider these oscillating effects when 

examining average changes for individuals. A more detailed analysis of the effects of 

unemployment by length of unemployment is likely to be more insightful. Such a study will 

require additional waves of HILDA data, which will become available in the next few years.  

 

Another issue affecting the quality of the results (also discussed in the literature review) is the 

fact that the negative effects of unemployment on wellbeing are likely to take some time to be 

felt. Previous research and the results of the cross sectional analysis in Chapter 5 suggest the 

effects may not be felt for as long as six months after losing employment and the positive 

mental health benefits of regaining employment may not be felt until after 8 months of 

continual employment. With only two waves of HILDA data currently available with 

information on PK it is difficult to adequately track the lagged effects. This difficulty also 

helps explain why coefficients for PK, social support and time structure for individuals 

moving from employed to unemployed/NILF were counter-intuitive. Again, the release of 

subsequent waves of HILDA data providing larger sample sizes will make more detailed 

analysis possible.  

 

A third significant factor relates to the effects of job dissatisfaction on wellbeing. Existing 

research strongly supports the suggestion that regaining unsatisfying work (for example, low 

paid or insecure employment) also significantly affects wellbeing. It is therefore difficult to 
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distinguish between individuals whose wellbeing improves by regaining employment from 

those whose wellbeing doesn’t improve because of job satisfaction. In this research the point 

is made that individuals with higher PK are likely to cope better with work stresses which will 

affect the likelihood they will remain employed. This represents an area for potential future 

research.  
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Chapter 7 

Personal Development Training for the 
Unemployed: A Case Study 

 
 
 
7.1) Introduction 

As described in the previous chapters, a person’s PK partially mediates the impact of 

unemployment on wellbeing and helps facilitate re-entry into the workforce. Individuals with 

healthier PK are expected to regain employment more easily because they are more motivated 

to search for work and are perceived as being more productive by potential employers. This 

prediction would suggest that training designed to enhance the PK of job seekers may assist 

them to regain employment and remain employed. Research that evaluates the benefits of 

personal development training for job seekers is, therefore, important because it may identify 

a means of significantly improving existing job search training that facilitate re-employment. 

As discussed in section 2.3.1d of the literature review, existing studies of personal 

development training with the unemployed would seem to support this hypothesis.  

 

This chapter describes an applied study attempted with a group of job seekers in the 

Australian Capital Territory (ACT) in 2005-06. The study was designed to enhance their PK, 

job-search motivation and help them find employment more quickly. Unlike previous studies, 

this research targeted all four components of the core self-evaluations construct – self-esteem, 

self-efficacy, locus of control, and emotional stability. In addition the study trialled the 

benefits of a short-course format (i.e. one day) for job seekers. Almost all previous studies 

have involved long course formats that ranged in length from three days to six months). An 

exception was a ‘micro-intervention’ course (2-3 hours) facilitated by Luthans et al. (2007) to 

improve the PK and work performance of employed staff. The course significantly increased 
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the productivity of participants by 2 percent more that conventional team building training. 

However, the pros and cons of such a short course format for the unemployed, which may be 

more economically viable, has not as yet been explored in the literature.  

 

Unfortunately the study was halted after four months because of difficulties in conducting the 

research (the reasons for which are discussed in 7.3.2). However, a few insights were gleamed 

from the small amount of data collected about the wellbeing, PK and motivation of job 

seekers. The chapter begins by describing the method used to undertake the research, presents 

the results, and discusses their possible implications.  

 

7.2) Method 

This section describes the ‘nuts and bolts’ of the study with the following sub-sections 

discussing the various elements of the research.  

 

7.2.1) Subjects 

Participants in the study were 29 unemployed people from the ACT. Each person was 

attending the Job Search Training program facilitated by Quest Employment And Training 

Solutions as part of their job-search obligations (that is, jobseekers who have been 

unemployed for more than 3 months who are now required by Centrelink to undergo Job 

Search Training). 50 percent of the subjects were male. The mean age was 30.45, ranging 

from 17 to 52 years. 

 

7.2.2) Design 

The training intervention was a one-day experiential course based on cognitive therapy. 

Participants were taught a range of practical personal development and peak performance 
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skills designed to build self-esteem and self-efficacy, improve personal responsibility (i.e., 

locus of control), and process/express emotions more effectively (emotional stability) (see: 

AIPC, 1998; Corey, 1996; Whitworth et al., 1998; Canfield, 1982, 1998, 1999; Pulos, 1983). 

These four traits were targeted to measure the benefits of training in terms of the core self-

evaluations construct, which is expected to provide a better indication of motivation and 

potential work performance.  Previous studies have used cognitive behaviour therapy to target 

one or two of these outcomes (particularly self-efficacy and self-esteem) but not all four traits 

(see: Eden and Aviram, 1993; Caplan et al., 1989; Proudfoot et al., 1997; Creed et al., 1996; 

1998a,b; 1999).  

 

Participants were also taught seven steps for setting and achieving goals, and watched a 

number of motivational interviews from the Steve Waugh presents: Chase Your Dreams 

(2005) educational resource (a kit in which Steve Waugh interviews six famous Australians 

on how to achieve dreams). The course also raised the awareness of participants about the 

psychological impact of unemployment (a copy of the course notes is at Attachment 7.1).  

 

The training was facilitated by the author and co-facilitator, both of whom are qualified 

counsellors and trainers.  

 

7.3) Procedure 

Participants completed questionnaires prior to commencing the job search training (JST) and 

personal development training (PDT), on completion of the courses and by mail two months 

after finishing the job search training to assess changes in their PK and labour market status 

(copies of the survey forms and consent form are at Attachment 7.2 to 7.5). Data was 

collected for two groups – a control group who undertook the standard Job Search Training 
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(i.e., human capital skills training including résumé writing, and job-search skills), and the 

focus group that completed both the job search training and an additional one-day personal 

development training (PDT) program designed to enhance PK. Participants in the PDT were 

randomised volunteers.  

 

29 participants completed the questionnaire prior to commencing either training. 12 

participants undertook the PDT, of which 3 provided completed post PDT surveys and 7 

provided just the feedback surveys (see last page of Attachment 7.3) at the end of the PDT. 

Only one participant completed the post JST survey and no survey responses were received 

from participants at the two month follow-up stage. In all, 3 training courses were run with an 

average size of approximately 4 people.  

 

7.3.1) Instruments/Tasks and Materials 

Seven standardised scales were used to measure PK, job search motivation, respondents’ 

latent and manifest benefits and psychological health, each with satisfactory psychometric 

properties reported in the literature: 

• Self-esteem: Rosenberg’s (1965) 10 question scale was used to assess feelings of self-

worth. Participants were asked to rate their responses to questions such as “On the 

whole, I am satisfied with myself” and “I feel I do not have much to be proud of” 

using a four point Likart Scale ranging from ‘Strongly disagree’ to ‘Strongly agree’. 

Each rating is assigned a score of 1-4 with higher scores reflecting greater self-esteem.  

• Job Search Self-Efficacy:  Mak’s (1999) four question scale is designed to 

specifically measure each individual’s confidence in looking for employment. Job 

seekers were asked to rate their confidence on a scale of 1 (no confidence) to 7 (Full of 

confidence) to the questions: “Contacting potential employers to find out about the 
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availability of jobs?”; “Contacting other people to find out about what jobs may be 

available?”; “Explaining to others about your qualifications and work experience?”; 

and “Preparing for  a job interview?”.  

• Generalised Self-Efficacy: Chen, Gully, and Eden’s (2001) generalised self-efficacy 

scale measures each respondent’s confidence in their ability to perform tasks and 

achieve outcomes. Eight questions such as “I will be able to achieve most of the goals 

that I have set for myself” and “ Compared to other people, I can do most tasks very 

well” were asked with responses on a 5 point Likart Scale ranging from ‘Strongly 

Agree’ to ‘Strongly Disagree’. Higher scores reflect higher self-efficacy. 

• Emotional stability: Eysenck’s (1958) short questionnaire (6 questions) was used to 

measure emotional stability (neuroticism). Participants were asked to answer ‘Yes’, 

‘Undecided’, or ‘No’ to questions such as “Do you sometimes feel happy, sometimes, 

depressed, without any  apparent reason?” and “Are you inclined to be moody?” 

Responses were scored 1 for ‘Yes’, 2 for ‘Undecided’, and 3 for ‘No’, so that higher 

scores indicate greater emotional stability. 

• Locus of control: Locus of control is measured using Levenson’s 7 point scale (in 

Lefcourt, 1976), which asks questions such as “Whether or not I get to be a leader 

depends mostly on my ability” and “I can pretty much determine what will happen in 

my life”. Responses range from ‘Strongly Disagree’ to ‘Strongly Agree’ Higher scores 

reflect a more internal locus of control.  

• Motivation: Guay, Vallerand, and Blanchard’s (2000) Situational Motivation Scale 

(SIMS), was used to measure individuals’ motivation to engage in job-search 

activity.47 Respondents are asked to rate 16 responses to the question, “Why are you 

                                                 
47 The scale was adapted slightly by the author to refer specifically to job-search activity.  
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currently engaged in looking for a job?” on a 7 point scale from ‘Corresponds not at 

all’ to ‘Corresponds exactly’.  Responses measure: 

o Intrinsic motivation  - “The desire to perform an act because it is satisfying or 

pleasurable in and of itself” (Wood and Wood, 1996)  

o External regulation – Behaviour that is regulated by rewards or to avoid 

negative consequences.  

o Identified regulation – “occurs when a behaviour is valued and perceived as 

being chosen by oneself. Yet, the motivation is still extrinsic because the 

activity is not performed for itself but as a means to an end.” (Guay et al., 

2000, p. 177).  

o Amotivation – “Similar to learned helplessness where the individual 

experiences feelings of incompetence and expectancies of uncontrollability”, 

amotivated individuals “experience a lack of contingency between their 

behaviours and outcomes. Their behaviours are neither intrinsically nor 

extrinsically motivated. Amotivated behaviours are the least self-determined 

because there is no sense of purpose and no expectations of reward or 

possibility of changing the course of events.” (ibid.) 

• General Health Questionnaire: Goldberg’s (1972) 12 item version of the General 

Health Questionnaire is used to measure psychological distress.  

• Latent and manifest benefits of employment: Muller et al. (2005) LAMBs scale 

was used to measure financial situation, social support, social status, meaningful 

activities, collective purpose, and time structure.  

 

In addition, demographic and human capital information was collected, including age, gender, 

education level, work experience, ethnicity, marital status, and children.  
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7.3.2) Halting the study 

As mentioned earlier, the research was halted after four months. The decision not to continue 

the research was made for four reasons. First, after completing the survey a few of the job 

seekers in the control group complained to staff of feeling sad. The survey had caused the 

participants to reflect on their lives and that reflection had generated a negative emotional 

reaction. Quest felt that, given the unemployed are already often experiencing negative 

feelings, the unexpected response to the survey was a concern. Quest was therefore reluctant 

to continue with the research.  

 

Secondly, the intention of the research was to survey job seekers before and after they 

undertook the Job Search Training and evaluate the impact on wellbeing and labour market 

status. While it was possible to collect pre-training data from job seekers, very few of the 

participants completed the Job Search Training and not enough post Job Search Training data 

could be collected to warrant continuing the research. Most job seekers were able to gain 

employment before the end of the training period, or dropped out of the training, making them 

unavailable for follow-up surveys. This is likely to reflect the strong Australian labour market 

and very low unemployment rates in the ACT. 

 

Thirdly, while the PDT was only one day in duration, a significant proportion of the 

participants failed to complete the full day because of other commitments (for example, to 

attend interviews and pick up children). This reduced the number of post PDT surveys that 

could be collected and therefore the representation of the data.   

 

Fourthly, in the period from September to December 2005, Quest experienced a very high rate 

of staff turnover in trainers including the contract manager with whom the study was initially 
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negotiated. This high staff turnover made it very difficult to coordinate the research. Initially 

it was planned to collect survey data and facilitate the PDT from three offices across the city. 

However, it only proved possible to collect data from one office. Consequently, the rate of 

data collection was very slow and unlikely to result in a suitable sample size being gathered 

within the timeframe allocated to the research. 

 

Given the low response rate to the surveys there are doubts about the ability to generalise the 

results of this study to the population because of selection bias problems.  

 

7.4) Results 

The following provides descriptive summary statistics (a snap shot) of the 29 respondents 

who completed the pre JST and PDT surveys.  

 

7.4.1) Psychological capital 

Table 7.1, based on the survey data collected,48 summarises each component of the core self-

evaluations construct. Also included is an overall score for PK – one using generalised self-

efficacy and the other using job search self-efficacy.   

 

A t-test of the hypothesis that there is a significant difference between the PK scores using the 

two different measures of self-efficacy (generalised and specific) indicated the difference in 

scores is not significantly different from zero. Likewise, there is not a statistically significant 

difference between the job search self-efficacy and generalised self-efficacy of the group. 

 

 

                                                 
48 All tables in Chapter 7 are based on the data collected from job seekers using the designed survey.  
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Table 7.1) Descriptive statistics for each component of psychological capital 

 Mean Std. Deviation Skewness Kurtosis
Variable N Statistic Statistic Statistic Statistic
Job search self-efficacy 29 71.86 16.64 0.29 -1.16
Generalised self-efficacy 29 75.52 12.25 -0.74 2.66
Self-esteem 29 74.09 10.84 0.48 -0.46
Locus of control 29 68.19 12.20 0.40 0.52
Emotional stability 29 63.03 22.92 0.35 -1.19
PK with generalised self-efficacy 29 70.21 9.79 0.51 -0.13
PK with job search self efficacy 29 69.29 10.32 0.39 -0.84  

 

A comparison of the PK scores from the Quest sample with the PK of individuals from the 

HILDA dataset (N=75, mean = 64.03, se = 3.92. t statistic = -1.58) who had been unemployed 

for approximately 3 months indicated there was no significant difference in mean PK scores 

at the 5 percent significance level. Although the mean score for the Quest sample was 

approximately 5-6 percent higher (64.03 percent versus 70.21, or 6.29 percent higher), the 

difference is not statistically significant. Therefore, the Quest sample can be thought of as a 

being consistent with the broader population.  

 

7.4.2) Latent and manifest benefits 

Table 7.2 summarises the results for the LAMBs variables.  

Table 7.2) Descriptive Statistics for LAMBs Variables 

 Mean Std. Deviation Skewness Kurtosis
Variables N Statistic Std. Error Statistic Statistic Statistic
Time Structure 29 71.08 3.66 19.71 -0.70 0.45
Social Contact 29 64.73 4.36 23.47 -0.20 -1.06
Collective purpose 29 56.35 3.77 20.32 -0.14 -0.22
Meaningful Activities 29 70.94 3.69 19.85 0.03 -1.15
SocialStatus 29 75.86 3.29 17.69 -0.80 0.24
Financial deprivation 29 80.69 2.88 15.51 -0.18 -1.32
Total 29 59.85 2.42 13.02 -0.18 -0.63  

A comparison of these results with the HILDA descriptive statistics for LAMBs in Chapter 5 

(using t-tests to see whether mean differences are significantly difference from zero) indicate: 
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• The mean scores for time structure are the same for both the Quest and HILDA 

samples (HILDA: N = 75, mean = 75.48, se = 2.27) 

• The Quest sample suffered significantly less financial deprivation than the equivalent 

HILDA sample (HILDA: N = 75, mean = 53.22, se = 1.75); 

• Individuals in the Quest sample reported significantly lower social contact/support 

than the HILDA sample (HILDA: N = 75, mean = 74.15, se = 1.68); 

• The sense of collective purpose in the Quest group is nearly 38 percent higher than in 

the HILDA sample (HILDA: N = 75, mean = 18.42, se = 0.38); 

• There is no statistically significant difference between the social status scores of the 

Quest and HILDA groups (HILDA: N = 75, mean = 70.2, se = 1.81)49 

 

Based on the Quest sample, the results suggest that the proxy variables used to measure time 

structure and social status in the HILDA data are good approximations for individuals 

unemployed for three months. However, extreme care needs to be made in reaching these 

conclusions because of the very small Quest sample size.  

 

7.4.3) Motivation 

Table 7.3 summarises the results of the motivation to search for work scale in the Quest 

sample. Overall, motivation to engage in job search activity is low (50.26%). The most 

significant forms of motivation are identified regulation and external regulation, which are 

statistically insignificant at the 5 percent confidence level. That is, individuals are motivated 

to look for work because they recognise the value of doing so themselves (rather than being 

told to do so) and because they see the activity as a means to an end. Job seekers are also 

motivated either by some reward for gaining employment or to avoid the negative 

                                                 
49 No comparison of meaningful activities between the HILDA and Quest groups is possible because the proxy variable used 
in the HILDA data is a dummy variable. 
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consequences of not job seeking (for example, losing their job search allowance). At the 3 

month stage, intrinsic motivation (searching for work for the enjoyment of doing so) and 

Amotivation (the onset of learned helplessness) are low.  It might be expected, however, that 

as the length of unemployment increases Amotivation will become more significant (that is, 

people engage in job search activity because they are instructed to do so, not because they 

believe it has any potential benefit).  

 
Reduced self-esteem, self-efficacy, and expectations of success all decrease the 
likelihood of a successful outcome in job-seeking, or may reduce the motivation to 
seek work at all. Many long-term unemployed people cease to believe in their 
ability to regain employment. (Proudfoot et al., 1997, p. 96) 

  

Table 7.3) Motivation to engage in job search activity (%) 

 N Minimum Maximum Mean Skewness Kurtosis
Motivation Statistic Statistic Statistic Statistic Std. Error Statistic Statistic
Intrinsic 27 14.29 92.86 37.83 4.19 0.82 0.04
Identified regulation 27 17.86 100.00 67.99 4.37 -0.53 -0.48
Exernal regulation 27 14.29 100.00 61.24 4.62 -0.34 -0.84
Amotivation 27 14.29 75.00 34.00 3.62 0.65 -0.65
Total 27 26.79 77.68 50.26 2.18 -0.04 0.41  

 

7.4.4) General Health Questionnaire 

Because unemployment is associated with financial, personal, and social restrictions, the 

General Health Questionnaire (GHQ) was used to measure the psychological health of 

individuals before and after the PDT, and in the follow-up period. Table 7.4 summarises the 

results of the GHQ in the pre-training group.  

Table 7.4) Results of the General Health Questionnaire 

 N Minimum Maximum Mean Skewness Kurtosis
Variable Statistic Statistic Statistic Statistic Std. Error Statistic Statistic
GHQ 29 20.83 64.58 47.06 2.42 -0.82 -0.30  

 



 164

A score on the GHQ of 5 (50%) or above is interpreted to indicate psychological distress 

(Proudfoot et al., 1997). The mean score for the sample suggests that, at 3 months, the 

average person is not experiencing psychological distress. Table 7.5, shows the frequency 

distribution of scores. The table indicates that 13 of the 29 individuals (45%) surveyed scored 

between 50 and 63 percent, suggesting some level of distress. Proudfoot et al., (1997) report 

that the proportion of long-term unemployed people (greater than 12 months) who score 

above 5 on the GHQ is “typically 60%, compared with 20% among employed groups.” (p. 

96). The results of this survey therefore suggest that at 3 months the level of stress is 

significant but well below the proportion of long-term unemployed people who suffer 

psychological distress. This is consistent with the findings of Chapter 5 that a decline in 

wellbeing is most significant after 6 months of unemployment.   

 

Table 7.5) Frequency distribution of score for the GHQ 

  Frequency Percent 
Cumulative 

Percent 
20.83 3 10.3 10.3
29.17 2 6.9 17.2
33.33 1 3.4 20.7
37.50 1 3.4 24.1
39.58 1 3.4 27.6
45.83 2 6.9 34.5
47.92 5 17.2 51.7
50.00 1 3.4 55.2
52.08 1 3.4 58.6
54.17 4 13.8 72.4
56.25 1 3.4 75.9
58.33 1 3.4 79.3
60.42 4 13.8 93.1
62.50 1 3.4 96.6
64.58 1 3.4 100.0
Total 29 100.0   
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7.4.5) Results of the PDT 

Of the 29 individuals who completed the initial survey, approximately half then participated 

in the PDT training. Unfortunately, the class numbers dwindled as numerous participants’ left 

part way through the training to attend interviews or to meet other commitments (such as 

collecting children from school). Only three completed post training surveys were collected 

and 7 feedback forms on the course itself. Not enough data are available to warrant reporting 

on the PDT results (particularly as some parts were left blank). However the feedback forms 

indicated a generally positive response to the personal development training. Asked to rate the 

overall relevance of the program to their needs, six of the participants rated “1 very relevant to 

my needs” and one participant rated “2 relevant to my needs” (no responses for “not very 

relevant to my needs” or “not at all relevant to my needs”). 

 

The following average ratings were given as a score out of 10 (where 0 = “of no value at all” 

and 10 = “extremely valuable and useful”) for various aspects of the course: 

• The demonstration by the trainers 7.9 

• The practice and coaching sessions 8.3 

• The talks by the trainers 8.1 

• The discussion in the group 7.4 

• Action plan at end of session 8.1 

• The homework practice of carrying out the action plan 8.0 

• Knowledge of the trainers 9.1 

• Helpfulness of the trainers 8.7 

• Presentation of material 8.0 

• Modelling of competencies 8.4 

• Organisation of the group  8.6 
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Participants stated that the most important parts of the program for them were: 

• Goal setting 

• Building self-esteem 

• Learning to think more positively 

 

7.5) Discussion 

The original purpose of this study was to investigate whether PDT could be used to improve 

the PK and wellbeing of job seekers after 3 months of unemployment and help them regain 

entry into the labour market more quickly. The study also sought to see if a one-day course 

was as effective as the longer course formats typically used in other studies. The introduction 

of PK training represents a significant cost in time and resources for job network agencies, 

although previous studies of a similar nature indicate that such training can be very beneficial 

to job seekers.  

 

Unfortunately difficulties in conducting the training and data collection meant that the 

research was halted after only four months. Only a very small sample size could be collected, 

and virtually no follow-up data was available. This has limited the type of statistical analysis 

that can be conducted. An important lesson to be learned from the failure of this study is to be 

aware of the potential impact of the survey questions on the wellbeing of people, particularly 

in control groups that do not receive the benefits of the personal development intervention. 

This suggests the need for follow-up counselling support or the design of survey forms that 

minimise the likely impact on self-concept.  

 

A few insights were gleaned from the study. The results did suggest that individuals 

unemployed for three months still have reasonably high levels of PK. While reporting levels 
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of psychological distress that are still quite low, they were above those reported in other 

studies for employed people. However these results need to be interpreted with caution 

because of the small sample size.  

 

An interesting insight from the study was that unemployed people seem to be more motivated 

to engage in job search activity because they see employment as a means to an ends (such as 

financial security) or because they are conscious of the negative and/or positive consequences 

associated with job searching. This suggests that, at the three month stage, highlighting these 

attributes of job search activity may increase motivation to look for work, while trying to deal 

with the negative causes of Amotivation (learned helplessness) with longer term unemployed 

individuals may be of greater benefit.  

 

The study also found that participants responded well to personal development training 

designed to build PK. Participants found exercises around building self-esteem and goal 

setting to be particularly beneficial. 

 

The results of the study do suggest that there is likely to be significant gains from further 

research into the benefits of personal development training for the unemployed. Whilst this 

study might be regarded as a failure, like all failure experiences, there are some valuable 

lessons to be learned. The study highlights some of the potential challenges other researches 

may encounter in conducting similar research, which can hopefully be overcome in the design 

of future research projects.  
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Chapter 8 

The Implications for Economic Theory 

 

8.1) Introduction 

The purpose of this chapter is to explore some of the implications of this research for 

economic theory.  As indicated in the Introduction and Literature Review, mainstream 

economics has traditionally omitted psychological variables from theories and studies, 

treating them as unobservable or unmeasurable. However, it is argued here that, given the 

significance of wellbeing and PK demonstrated in this research, such variables need to be 

included in economic theories and applied studies. The aim of this thesis has not been to 

undertake a comprehensive theoretical study of PK, but there are nevertheless important 

issues for economic theory. This chapter demonstrates how psychological variables might be 

integrated into economic theory to enhance their realism and hopefully stimulate further 

interdisciplinary research between economics and psychology.   

 

The integrated theory of labour market status developed in this study utilised the theories of 

hysteresis and efficiency wages to explain why people with poor PK were more likely to 

become and/or remain unemployed. The chapter therefore begins by discussing in more detail 

how these theories can be improved by including the concept of PK. A new ‘psychological 

capital theory of efficiency wages’ is proposed that builds on existing theories.  
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The chapter then looks at how PK can be incorporated into the mainstream neoclassical view 

of the world using a model of wealth and utility creation developed by economist Paul Ekins.  

Following this, it is then shown how PK can be integrated into the standard neoclassical 

production function and theories of the firm to predict the effects of PK on an organisation’s 

competitiveness and productivity. Again, the intention is to demonstrate how economic theory 

can be significantly improved by the inclusion of psychological variables that add realism to 

existing theories.  

 

8.2) Theoretical implications for hysteresis 

The results of this research provide valuable new insights into the psychological mechanisms 

underpinning hysteresis. As described in section 4.2, hysteresis relates to cyclical fluctuations 

in the economy that have permanent effects on the level of unemployment. A recession results 

in some workers being laid off, but when the economy recovers again, a portion of the 

displaced workers fail to regain employment. Consequently, the unemployment rate remains 

at a higher rate than might otherwise be expected. The reasons for the higher rate include the 

skills (human capital) of the unemployed becoming outdated and redundant (that is, ‘skill 

atrophy’), making them less employable. Employers may ‘stigmatise’ the long-term 

unemployed as low quality workers and therefore not employ them.  Unemployed workers 

also tend to lose contact with informal networks that many employers use to recruit workers.50  

 

As well as losing skills and networks, the motivation of unemployed people to search for 

work may gradually deteriorate as self-esteem, self-confidence and self-discipline decline, 

their perception of control diminishes with learned helplessness, and they become 

increasingly despondent and marginalised. The motivation to acquire new skills (or the ability 

                                                 
50 The concentration of unemployed workers in a geographical region where they cannot easily relocate to another region of 
employment, and the age of workers are also likely to contribute to the hysteresis effects.  
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to learn new skills) that would facilitate re-employment also diminishes. Even after regaining 

employment, the negative health effects associated with a spell of unemployment may place a 

worker at higher risk of again becoming unemployed, particularly if the work is stressful or 

dissatisfying.  

  

While the work of Darity and Goldsmith (1993) represents the main economic discussion of 

the psychological mechanisms underpinning hysteresis, they offered no empirical support for 

their theory. Instead they rely on the findings of psychological studies. However the results of 

this research support their ideas. Unemployment that results from a down-turn in the economy 

is likely to have a negative effect on the wellbeing of displaced workers, which in turn affects 

a person’s chances of regaining employment. Unemployed individuals may also have 

significantly lower levels of PK than the employed which reduces wellbeing and the 

likelihood of being employed. Not only does unemployment erode PK, but displaced workers 

with a pre-existing low level of PK are at higher risk of remaining unemployed/NILF once the 

economy recovers and jobs are available. Social contact (which presumably includes the 

networks employers use to recruit workers) is also lower for longer-term unemployed people, 

adversely affecting wellbeing and LMS (Quiggin, 1997). Social support leads to higher self-

esteem, mental health, and life satisfaction, and is significantly correlated with an internal 

locus of control.  

 

Theories of hysteresis therefore not only need to consider the skill atrophy effects on human 

capital but also the deleterious effects of unemployment on PK. The suggestion that poor PK 

also affects a person’s motivation to re-skill suggests the two effects are interrelated.  Labour 

market programs (discussed in 8.6) designed to help the unemployed are likely to be more 

effective if they target both human and psychological capital. Government policies can also 
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help minimise the negative effects of unemployment on psychological health, or speed the 

emotional recovery process for individuals that employers hire from the pool of unemployed, 

by providing them with social support services that stress self-worth and utilise an 

empowering approach to assistance rather than a directive approach (as suggested by the 

Active Participation Model). It is also conceivable that government programs (for example, 

in education, labour market programs, or through Career Advice Australia) that build the PK 

capacity of the community (particularly resiliency) could help inoculate the community 

against hysteresis effects.  

 

8.3) Theories of wage differentials 

Another area in which this research on PK has implications for economics is theories of wage 

differentials. As discussed in section 3.7, econometric studies have found wage differentials 

exist within industries, even after controlling for job and work related characteristics, 

demographic variables, and union influences. Two rival explanations for these wage 

differentials exist in the economic literature: (1) neoclassical theory, and; (2) efficiency wage 

theories.  

 

8.3.1) Neoclassical theory 

Neoclassical theory suggests wages are determined by the demand and supply of labour and 

workers are paid a wage equal to their marginal product. The wage rate adjusts to equate the 

demand and supply of labour at a market clearing rate that eliminates wage differentials and 

unemployment. Murphy and Topel (1990) try to reconcile the observation of wage 

differentials with neoclassical economic theory by arguing that “these differentials can easily 

be rationalized as the result of unobserved quality differences across workers” (p. 237), which 

are captured in the error term of wage equations. While the authors do not suggest personality 
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traits as a possible source of these “unobserved quality differences”, this study suggests that 

differences in individual PK may explain wage differentials. That is, workers with higher PK 

are paid higher wages because their marginal productivity is higher (holding levels of human 

capital constant).   

 

8.3.2) Efficiency wage theories 

Efficiency wage theories provide an alternative set of explanations for the observed wage 

differentials by arguing that wages are determined by more than just the demand and supply 

of labour. Efficiency wage theories hypothesise that employers have an incentive to pay their 

employees an income above the market-clearing wage so as to increase their productivity, 

which in turn pays for the relatively higher wages. Several different types of efficiency wage 

theories were described in 3.7.2:  

• Shirking theories – Employers pay a wage above the market rate to discourage employers 

from avoiding work responsibilities by increasing the opportunity cost of being fired;  

• Turnover theories – Employers pay workers a wage above the market rate to reduce the 

incentive to quit and seek employment elsewhere. This minimises the costs associated 

with hiring and training new workers and lost productivity while new workers learn the 

job; 

• Adverse selection theories - Firms offer higher wages to attract job-seekers with greater 

ability that are more productive and then pick from among those applicants;  

• Sociological theories - Firms attempt to increase worker performance by paying a wage 

above what they could get elsewhere. Workers compare their wage with what they regard 

as a ‘fair wage’, based on wage levels paid elsewhere and the level of unemployment. 

Grateful workers paid higher wages are expected to reciprocate by working harder;  
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• Nutritional theories - In developing countries, paying an efficiency wage allows workers 

to eat better and avoid illness, therefore enabling them to work harder and more 

productively.  

The results of this research would support another type of efficiency wage theory based on 

PK that is closely related to the other five efficiency wage theories. Similar to the adverse 

selection, turnover, and shirking theories, firms may offer higher wages to attract quality job 

applicants with healthier PK. Traits such as self-esteem, self-efficacy, locus of control, 

emotional stability, optimism, resiliency, hope, and conscientiousness are associated with 

workers who are more motivated, have healthier attitudes toward work (such as job 

commitment and job satisfaction), are better able to cope with work stresses, and who are 

therefore more productive. Because such workers cope better with work stresses and are more 

committed, they are less likely to quit, reducing turnover costs. Higher wages that attract staff 

with a more internal locus of control (i.e. sense of responsibility), who are less likely to shirk 

on their work responsibilities, is also likely to increase productivity.      

 

As discussed in 3.7.2, workers may also evaluate the wage offered by employers based on 

their own sense of self-worth (i.e. value to an employer) and perception of a ‘fair wage’. 

Workers with higher PK and a stronger sense of self-worth and therefore expect to be paid a 

higher wage. Firms that offer efficiency wages above the market rate may therefore do so to 

attract better workers. Conversely, workers with a poor self-concept (lower PK) may be 

willing to settle for lower paid positions. Workers who perceive that they are being paid a 

wage below their value (an unfair wage) may shirk, respond in negative and vindictive ways, 

or develop intentions to quit, adversely affecting a firm’s performance.  
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Consistent with the idea that there are also synergies between PK, human capital, and 

organisational capital, (as discussed in Chapter 3 and below in more detail), employers may 

believe that high PK employers will work better with others in a team environment (that is, 

increase OK) and have better human capital skills, both of which improve firm performance. 

They will therefore be willing to offer higher wages for more productive staff.  

 

In summary, a ‘psychological capital theory of efficiency wages’ suggests firms will pay a 

wage rate above the labour market clearing rate to attract workers with higher PK who are 

more productive and more committed. This hypothesis would be consistent with the practice 

of using personality profiling to screen potential staff, as discussed in 3.6. The theory also 

suggests that employers will hire job-seekers from the unemployment queue with healthier 

PK. This prediction would be consistent with the findings of this study which found that 

individuals who are unemployed/NILF have significantly lower levels of PK compared to 

employed individuals. Job-seekers who have been unemployed for longer periods of time also 

have increasingly lower levels of PK. The finding that individuals who transition in and out of 

employment have lower PK is also consistent with the hypothesis that such individuals 

become dissatisfied with their new employment (perhaps because of low wages or an inability 

to handle stress) and return to the unemployment queue.  

 

One of the implications of efficiency wage theories is that wages (and therefore labour 

markets) may be unresponsive to macroeconomic policies or microeconomic reform policies 

that seek to lower real wages and reduce unemployment. Riveros and Bouton (1991) predict 

that there will be an equilibrium ‘natural’ rate of unemployment that differs among groups in 

the labour market and cannot be affected by demand management policies; when reducing the 

level of production, firms will resort to laying off labour instead of reducing wages, creating 
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wage inertia, and; wages will not respond to clear the labour market. This last point in 

particular suggests there is likely to be an excess supply of labour. Again, the psychological 

capital theory of efficiency wages predicts that those individuals who are employed will be 

those with the healthiest PK while those left in the unemployment queue will be those with 

poor levels of PK and/or skills. There may also be a re-ordering of the unemployment queue 

with those individuals with poor PK falling behind those with healthier PK. The theory 

therefore suggests that policies/strategies designed to build up the PK of unemployed people 

is more likely to help them gain employment than policies designed to reduce the real wage 

rate. 

 

8.4) The creation of wealth and utility 

The need to consider psychological variables such as PK and wellbeing in economic research, 

and how these variables can be integrated into mainstream economic theory, can be broadly 

illustrated using Figures 8.1 and 8.2 created by Ekins (1992). Figure 8.1 depicts the economic 

process of creating wealth and utility as narrowly understood by mainstream economics. The 

three factors of production (land, labour and capital) are combined to produce goods and 

services, some of which are consumed to create utility (welfare) for consumers, and some of 

which are invested back into the production process to maintain and/or build up the stock of 

human and physical capital. Mainstream economics is concerned with the efficient allocation 

and utilisation of scarce resources in the production process to maximise the utility 

(satisfaction) derived from the consumption of goods and services and therefore the welfare 

of society. In this model, labour is an input into the production process and the productivity of 

labour is determined by its human capital (education, skills, and experience).  
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Figure 8.1) The creation of wealth and utility51 

 

 

                                                 
51 P. Ekins and M. Manfred (eds.), Real-life economics, Routledge, London and New York, 1992, p.148. 
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Figure 8.2) The expanded model of wealth and utility creation52 

                                                 
52 Ibid. Ekins original model has been modified slightly to include psychological capital. 
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In Figure 8.2, Ekins provides a more holistic model of wealth and utility creation accounting 

for factors excluded from the conventional economic analysis. Added to this diagram is the 

concept of PK to reflect the role of psychological health in influencing the wellbeing and 

productivity of individuals. Ekins argues that, “For an industrial service economy, … [Figure 

8.1] misses most of the important parts of the story.” Figure 8.2 reproduces the basic concepts 

presented in Figure 8.1 in which land, labour, and capital are combined in the economic 

production process to produce goods and services for consumption (i.e. utility/welfare) and 

re-investment back into the production process.53 The main differences between the two 

models are as follows: 

• The expansion of labour to include PK as well as human capital (HK). The marginal 

productivity of labour (MPL) is now determined by the knowledge, skills and experience 

encompassed by human capital, and the personality traits and wellbeing associated with 

PK:54 

MPL = ƒ (HK, PK) 

 

• Land is redefined as environmental capital with three economic roles: provision of 

resources to the economic process (ECp), provision of direct environmental services 

(ECe, e.g. climatic control, beauty, recreation), and the absorption of wastes (Wec); 

• The addition of wastes from the economic process and consumption, which affect utility 

(Wu), the environment (We) and feedback into the capital stock (Wc); 

Acknowledgement of the direct environmental services provided by the built environment 

(PCe, e.g. beauty, recreation), and the effect on those services of the economic process (Pe, 

e.g. noise), and of consumption (Coe, e.g. mass tourism); 

                                                 
53 While it is not acknowledged by Ekins in his model, neoclassical economics does give consideration to some of the issues 
identified. For example, the analysis of environmental externalities to account for waste products in production is covered in 
the literature. Leisure has also been treated as a good in labour supply models.  
54 The term ‘psychological capital’ is not used by Ekins, although the concept is explained as ‘psychic income’ or 
‘motivation’. However there is no discussion of what produces motivation. 
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• The addition of social/organisational capital, which reflects the role played by institutions 

in wealth creation. Organisational capital embodies the structures, rules, norms and 

cultures of organisations and society at large, which enable people to be jointly 

productive;  

• The acknowledgement that utility is generated from many other sources in addition to 

consumption. These are broadly classified by Ekins according to the four modes of 

experience: 

o Being – utility affected by the quality of the environment (Eu), the nature and level 

of wastes (Wu), and the quality of human and psychological capital itself (HCu); 

o Having – the mode that derives utility from consumption (COu); 

o Doing – the mode that derives utility from the work process (Pu); 

o Relating – the mode that derives utility from social and organisational structures 

(SOCu) as well as from the work process (Pu). 

• An emphasis throughout on feedback effects. These include the effect of utility itself on 

human and psychological capital (Uh, for example, represents the fact that a happy worker 

is more likely to be motivated), and the way in which the environmental services 

themselves affect the natural capital stock (Eec).  

 

Ekins argues that the extra complexities and feedback effects of Figure 8.2 are not simply 

glosses on Model One’s portrayal of reality. “They fundamentally alter the perceived nature 

of that reality and in ignoring them conventional analysis produces serious errors”. These 

include: 

1. The environmental crisis, due to ignoring the direct benefits (including 
survival) of ecological capital and the negative feedback effects on the 
environment of many products and wastes. 

2. The toleration of poverty, due both to the inadequate pursuit of economic 
justice and to an inadequate perception of the extent to which poverty is 
economically inefficient, impacting adversely on all forms of capital. 
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3. The undervaluing of the voluntary and domestic sectors, due to the false 
perception that economic wealth and money are the same thing, thus ignoring a 
large part of the contribution to wealth creation of social and organisational 
capital and the considerable quantity of non-monetary produced goods and 
services. 

4. A view of work as an unfortunate necessity for income-generation, which 
ignores its direct role in generating welfare. (Ekins and Manfred, 1992, p.151) 

 

As Ekins points out, the impact of work (job satisfaction, etc.) on welfare (i.e. wellbeing) and 

the feedback effects on PK also become important. 

 It is simply impossible properly to analyse the total economy…using Model 
[8.1], for it ignores the important role of institutions, especially in the social 
economy, lays exclusive stress on having at the expense of the other modes of 
experience and misses vital feedback effects, quite apart from its utterly 
inadequate depiction of the environment’s economic contribution. For a 
sophisticated and practically relevant approach to current economic affairs, only 
Model [9.2] will do. (ibid., p. 152) 

 

Using Figure 8.2, Ekins also argues that it is possible to distinguish between the following 

different concepts of growth: 

• Material growth, growth in the economy’s throughput of matter and energy. 
• Production growth (increase in GDP and non-monetary production) leading to 

an increase in consumption and, therefore, COu’s contribution to welfare. 
• Environmental growth, leading both to an increase in resources for 

consumption (e.g. fuel wood) or for environmental services (E, e.g. forests). 
This generation of biomass leads to the concept of Gross Nature Product, 
which in not a mere subset of GDP for two reasons. First, a considerable 
portion of the Nature Product may not enter into money transactions. Second, 
it generates utility (through Eu) independently of its consumption.  

• Economic growth,…defined as an increase in utility or welfare. (Ibid., pp. 154-
155)  

 

This research supports the inclusion of a fifth category of growth: ‘Gross National 

Happiness’, reflecting the quality of wellbeing within the community, which is a function of 

PK, LMS, and LAMBs. 

 

Figure 8.2 demonstrates that there are many other factors that contribute to utility/welfare 

other than consumption:  
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It is quite possible for the negative feedbacks from production growth (more 
wastes, environmental destruction, erosion of community, [dissatisfying work]) 
to produce negative utility effects that outweigh COu and so for GDP-growth to 
result in a decrease in welfare. It is still very much an open question as to how 
much production growth, if any, especially in industrial countries, is possible 
without engendering utility-cancelling negative feedbacks. (ibid., p. 155).  
 

 
The advantage of Ekins’ model is that it does extend the basic theoretical framework of 

mainstream economics to include the human dimensions of economic activity, raising 

important questions about the linkages between psychological and social variables, and the 

production process. It would, however, be inaccurate to argue that conventional economics 

has not acknowledged and explored dimensions such as the environmental impact of 

economic activity and waste production. Neoclassical theory has been used to examine issues 

such as the allocation of renewable and non-renewable resources, externalities, environmental 

problems, pollution control, and sustainable growth (see, for example: Tietenberg, 1988; 

Leftwich and Eckert, 1985; Gans et al., 1999). There is, however, the opportunity to further 

research some of the feedback effects and the linkages to other professions (such as 

organisational psychology) that have traditionally investigated these issues.  

 
 

8.5) The competitiveness of firms 

In addition to the model of wealth and utility creation, the significance of PK for economics 

can also be illustrated using the neoclassical production function and theories of the firm. 

While the main focus of this research has been on the influence of PK and wellbeing on a 

person’s LMS, there has also been discussion of how PK and wellbeing are likely to influence 

work performance. PK influences work attitudes such as job satisfaction, commitment, and 

absenteeism, as well as motivation, and therefore productivity. PK also influences a worker’s 

ability to cope with stresses associated with organisational change. A firm’s 

performance/competitiveness may therefore be significantly influenced by the quality of their 
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workers’ PK as well as human capital, particularly in service industries where labour, rather 

than physical capital, is the main productive resource. 

 

8.5.1) Variables determining the productivity of labour 

In Chapter 2 it was stated that, from a psychological perspective, labour productivity (PL) is 

considered to be a function of motivation (M) - those forces that produce, direct and maintain 

effort expended. This includes a person’s PK. However the relationship is incomplete. 

Organisational psychologists point to two other factors:  

• Ability (i.e., human capital (HK)) - factors such as knowledge, skills, intelligence, 

level of education, and motor skills that affect performance),  and;  

• Environment  (i.e., “social capital” or “organisational capital (OK)”) - the physical 

environment (including working conditions, equipment, materials, supplies, etc.), and 

social environment (productivity influenced by the quality of relationships between 

people, including communication, leadership behaviour, rules and procedures, reward 

system, and the influence of peer groups (such as unions)).  

That is: 

PL = ƒ (HK x PK x OK) 
 

As discussed in 3.2, the three types of capital are separate concepts but closely related with 

significant synergies likely to exist between them. The influence of the three factors on 

productivity is illustrated in Figure 8.3 based on the Blumberg-Pringle (1982) model of 

performance55: 

 
 

                                                 
55 The model is adapted from a model by  M. Blumberg and C. Pringle (1982), ‘The missing Opportunity in 
Organizational Research: Some Implications for a Theory of Work Performance’, Academy of Management 
Review, 7(4), pp. 562-565, in: L. Jewell (1985), p. 384. In of the Blumberg-Pringle model ‘Ability’ (called 
human capital here) is labelled ‘Capacity’, ‘Motivation’ (or PK) is labelled ‘Willingness’ and ‘Environment’ 
(organisational capital) is labelled ‘Opportunity’. The names are changed here for consistency with the text.  
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Figure 8.3) Determinants of Work Performance 
 

 
 
The diagram indicates that the variables within human capital, PK, and organisational capital 

jointly determine productivity, and some level of each must be present for work performance 

to occur. A change in any of these components will produce a change in the level of 

performance of the worker. In addition, the components themselves interact and influence 

each other, as indicated by the two-way arrows. For example, favourable organisational 

capital may increase employee motivation (say, through enhanced self-esteem) that in turn 

enhances workers’ ability by improving their willingness to learn new skills and knowledge. 

The model also assumes that the variables within the model operate synergistically. For 

example, of two people with equal ability, the one with the greater motivation/PK will have 

the greater capacity to perform (Jewell, 1985). 

 

Importantly, the relative significance of PK, HK, and OK in determining performance will 

vary under different conditions.  

One of the more obvious situations in which motivation [PK] is relatively 
unimportant as a determinant of performance occurs when the individual 
involved lacks the basic ability required to do the job. A high level of 
motivation [PK] may compensate somewhat for limited ability, but cannot 
make up for it entirely. … [T]he available empirical data make it clear that 
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ability [HK] is still the most important factor explaining differences in job 
performance. … [A]bility accounts for more of the variance in job 
performance than does motivation.  
 Motivation also can be less important than environmental [OK] factors 
in determining job performance. Some jobs, such as work on an assembly 
line, are designed in order to minimize the role of employee effort. Some is 
required, but more effort can improve performance only up to the limit set by 
the job. In other cases, employee effort may be of little importance as a 
determinant of performance because work objectives are not clear or because 
there are obstacles to performance, such as insufficient information or 
outdated work aids. (Jewell, 1985. pp. 347-348) 
 

 

Much of the literature on organisational capital comes from the organisational psychology and 

management literature (Leana, 1999).  However Tomer (1987; 1999) argues that: 

 
In an age of global competition and rapidly changing technology and 
management, understanding business behaviour and government policy toward 
business requires, more than ever, an appreciation of the firm’s human 
dimensions, the dimensions left out of the neoclassical theory of the firm (and 
its extensions). (Tomer, 1999, p.1). 

 
 

The effects of PK and OK on the performance of firms can be predicted using the neoclassical 

theories of the firm by integrating the capitals into the standard production function:  

Output = ƒ (Land, labour, capital) 

While the productivity of labour is traditionally considered to be a function of human capital, 

it can now be expanded to include PK and OK: 

Labour = ƒ (HK, PK, OK) 

 

The implications of including PK and OK in the production function are illustrated in Figures 

8.4 to 8.6. The right-hand side of Figure 8.456 shows a conventional total product (TP) curve 

for a firm able to vary the amount of labour they hire in the short run (for simplicity, the 

                                                 
56 The total physical product curve illustrated in Figure 9.4 has been adapted from a description of the TPP curve given in 
Leftwich and Eckert (1985). 
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firm’s other fixed costs are assumed to be zero). On the total product curve TP1, a firm hiring 

L1 units of labour is able to produce Q1 units of output. By hiring additional units of labour 

the firm is able to produce higher levels of output. There are increasing returns to labour for 

quantities up to L2 and decreasing returns to labour beyond L2 (that is, the point of inflection 

is B).  

 

On the left-hand side of Figure 8.4 the TP1 curve is converted into the total variable cost 

(TVC) curve of the firm by multiplying the quantity of labour hired at each point along TP1 

by the price of labour, the wage rate (W). For example, the TVC of hiring L1 units of labour is 

W*L1, and the TVC of hiring L2 units of labour is W*L2 (point B’).  The TVC curve on the 

left-hand side of the diagram is therefore a mirror image of the TP1 curve on the right-hand 

side.  

Figure 8.4) Impact of PK and OK on the Total Physical Product and  

Total Variable Cost Curves 
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In deriving the TP1 and TVC1 curves, the implicit assumption is made in neoclassical 

economics that all labour is homogenous and the productivity of labour is based on their level 
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of HK. Following on from the earlier discussion, the assumption of homogeneity is now 

relaxed and the productivity of labour is assumed to depend on a worker’s PK and the firm’s 

OK. Assume that a firm is able to hire labour that has higher levels of PK or is able to foster 

healthier OK that also increases the productivity of labour (HK is held constant).57 The result 

in the right-hand side of the diagram is to shift the TP curve up from TP1 to TP2. The same 

quantity of labour (say L2) now produces a higher level of output (Q4). The affect on the TVC 

curve on the left-hand side of Figure 8.4 (assuming the workers are still paid the same wage 

rate) is to shift TVC1 to TVC2, an increase in the total variable cost of production but a 

decrease in the average cost (AVC) of production.58  

 

The decline in AVC is more clearly depicted using the AVC and marginal cost (MC) curves 

shown in Figure 8.5, which are derived from the TVC curves in Figure 8.4. The top diagram 

of Figure 8.5 shows the TVC curves in Figure 8.4 after rotating the left-hand part of Figure 

8.4 90 degrees clockwise, letting the output axis become the horizontal axis. The TVC curve 

is now concave downward out to the inflection point and concave upward beyond that point. 

In the top part of Figure 8.5 the increase in output from the hiring of labour with higher PK or 

improved OK results in the TVC curve shifting downward  from TVC1 to TVC2.  

 

The lower diagram shows the AVC and MC curves that are derived from the TVC curve. 

AVC is the total variable cost divided by the quantity of output (W*L/Q) and is given by the 

slope of a line from the origin to each point on the TVC curve. AVC therefore declines up to 

the inflection point on the TVC curve and then increases. On TVC1, this corresponds to Q3 

and on TVC2, Q4. The MC is the change in TVC resulting from a one-unit change in output 

                                                 
57 The assumption is made that the increase in PK is not the result of increasing the wage rate paid to the workers 
and that there is zero cost involved in facilitating healthier OK.  
58 AVC = TVC/Q, which is (W*L2)/Q4. As this is less than (W*L2)/Q3 when labour was less productive, AVC has declined 
following the increase in labour productivity.   
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Figure 8.5) Variable Cost Curves for the Firm 
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and is given by the slope of a line tangent to each point on the TVC curve. As seen in the 

second part of Figure 8.5, MC and AVC are equal at the inflection points on the TVC curves.   

The effect of an increase in the productivity of labour is to lower the AVC and MC curves. 

That is, the cost of producing any given level of output is cheaper because the labour is more 
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productive (holding the wage rate constant). This is illustrated in the lower half of Figure 8.5 

by the shift in AVC1 and MC1 to AVC2 and MC2 respectively. The level of output at the point 

of most efficient production (the inflection point) also increases slightly from Q3 to Q4. The 

hiring of labour with healthier PK (or PK more suited to the production needs of the firm) or 

by fostering a work environment that promotes better OK will provide a firm with a lower 

cost structure.  

 

The benefits of having a lower cost structure are illustrated in Figure 8.6 using the perfect 

competition theory of the firm.  Here it is now assumed that there are two competing firms in 

a perfectly competitive market (and for the moment that both firms pay workers the same 

wage regardless of their PK). Firm B has hired labour with higher PK and fosters healthier 

OK, and therefore has lower AVC and MC curves than Firm A. 

 

Figure 8.6) Effects of Psychological and Organisational Capital on Competitiveness 
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Assume that the market price in this industry is P1. Both Firm A and B will produce at the 

profit maximising level of output where MC equals marginal revenue (MR) (i.e. MC=MR=P). 

For Firm A the price is below the minimum level at which it is feasible for them to continue 
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operating (they are not even recovering the average cost of production), and at P1 they are 

making a loss equal to the area P1,A,B,C. According to the theory, this firm should 

immediately shut down. However, the lower cost structure of Firm B due to more productive 

labour means that at price P1 the firm is earning positive profits equal to P1,A,B,C and will 

continue operating.  

 

Because firms pay workers a wage rate equal to their marginal productivity, Firm B would 

need to pay its employees a higher wage rate to attract more productive workers with healthier 

PK. The simple assumption made earlier that employers pay the same wage rate regardless of 

workers’ level of PK therefore needs to be relaxed. The implications of Firm B paying higher 

wages than Firm A in a perfectly competitive market will depend on the impact of higher 

wages on AVC relative to the effect of an increase in output on AVC resulting from more 

productive labour. Recall that AVC = (W*L)/Q. If the shift upwards in Firm B’s AVC curve 

as a result of paying higher wages (increase in W) is less than the shift downwards in the 

AVC curve as a result of labour being more productive (increase in Q), then Firm B still gains 

a competitive advantage over Firm A as AVC declines overall. However, if the increase in 

AVC resulting from higher wages is greater than the decrease in AVC from improved labour 

productivity then Firm B will have a competitive disadvantage as AVC increases overall. If 

AVC does not change as a result of an increase in wages and output then there is no 

competitive advantage to be gained from hiring more productive labour.   

 

In this scenario, therefore, Firm B is expected to survive while Firm A will exit the market if 

Firm B’s decision to hire workers with healthier PK (and/or foster better OK) reduces AVC 

and therefore creates a competitive advantage. Perfect competition predicts that because entry 

and exit into and out of the market is costless, competition will eventually result in a price that 
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produces zero net profits for all firms. The concepts of PK and OK help to explain which 

firms are likely to leave and which survive, and predict that those firms that foster PK and OK 

in their staff and organisation will outperform firms that neglect these capitals.  

 

As stated earlier, the benefits of healthier PK and OK for a firm’s cost structure will depend 

on the nature of the industry. For example, businesses involved in manufacturing that employ 

staff to work on a production line are less likely to benefit from hiring people with higher PK 

because the nature of the production process minimises (or regulates) the role of employee 

effort. However, firms in service industries (such as tourism or sales) where people are the 

key competitive resource are likely to benefit from hiring more motivated staff. The nature of 

the industry will therefore influence the likely returns (and effect on AVC) from investing in 

PK and/or OK.   

 

A similar type of analysis can be conducted with other types of market structures including 

monopolistic, oligopolistic and contestable markets. For example, Figure 8.7 shows the effect 

of having more productive labour in a monopolistic market.  Lower average and marginal cost 

curves increase the profits earned by the firm. For a profit maximising firm that sets price at 

MR=MC, a decline in marginal and average cost from MC1 and AVC1 to MC2 and AVC2 

increases profits from P1,A,B,C to P2, D,E,F. Interestingly, the lower marginal and average 

cost structure may also result in an increase in output at a lower price as the firm adjusts to 

maximise profits at the new point where MR=MC2. Improvement in PK and OK may 

therefore be beneficial to consumers as well (see Leftwich and Eckert (1985) or Zamagni 

(1987) for a more detailed discussion of these market types and cost structures).  
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Figure 8.7) Affect of Psychological and Organisational Capital on a Monopoly 
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Luthans et al., (2007) use utility analysis theory and publicly available sales revenue and 

profits data from the Forbes list of top global companies to estimate the potential return on 

investing in PK. They assume that 20 percent of the variability in sales revenue and profit can 

be explained by PK, the correlation coefficient between PK and sales and profits is 0.45, and 

that a 2 percent increase in PK can be obtained in a short micro-intervention training course 

for staff (based on an applied study they undertook by running a 2-3 hour training program 

with workers that produced a statistically significant 2 percent improvement in PK). For the 

top 10 companies with mean sales revenue of $156 billion and profits of $15 billion, they 

estimate a return on a 2 percent improvement in PK of $774 million in sales revenue and $45 

million in average profits. Similarly they found significant increases for both mid-sized and 

small firms.  

 
We expect that, over time, organizations that effectively employ high-
performance work practice in general and [PK] investment, development, and 
management in particular can potentially experience considerable 
performance impact and competitive advantage. Specifically, we would 
propose that the return on investment in [PK] would be much higher than has 
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been obtained from traditional economic and financial capital. (Luthans, et al., 
2007, p. 225)  

 

Incorporating PK into the production function and theories of the firm, therefore, has the 

potential to increase economists’ understanding of the factors affecting productivity and 

performance. It also provides a bridge between economic theory, business theory and 

organisational psychology as the latter two professions have long been involved in 

researching how psychological and social factors affect work performance and organisational 

success.  

 

 8.6) Conclusion 

The purpose of this chapter was to explore some of the theoretical implications of the findings 

of this research for economics. In particular, ways in which PK could be incorporated into 

economic theories were examined to help address the concern that economics has traditionally 

excluded psychological variables from theory and analysis.  

 

Four areas were broadly discussed. The first looked at hysteresis, arguing that hysteresis 

theories not only need to consider the skill atrophy effects on human capital but also the 

deleterious effects of unemployment on PK and wellbeing. The inclusion of PK and wellbeing 

in existing economic theories helps provide a psychological explanation for the hysteresis 

effect, improving their realism and pointing toward policy solutions. 

 

The second section used the concept of PK to help explain wage differentials. A 

‘psychological capital’ theory of efficiency wages was proposed in which employers pay staff 

an efficiency wage to attract workers with higher PK because they are more productive. The 
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theory also suggests employers will choose workers from the unemployment queue based on 

PK.  

 

Thirdly, the chapter looked at how PK could be incorporated into Ekins model of wealth and 

utility creation to provide a more realistic overall picture, or framework, of economic activity. 

The model highlights the importance of psychological factors such as PK and wellbeing in 

economic activity. Satisfaction with work and the production process contributes to welfare 

and the treatment of labour as just a factor input in the production process highlights a 

shortfall in mainstream economic theory.  

 

Finally, neoclassical theories of the firm were used to demonstrate how PK and OK could be 

incorporated into mainstream economic theory. This in turn produces new predictions about 

the nature of economic activity and the role psychological factors play in economic outcomes. 

The inclusion of PK and OK in neoclassical theories also provides a bridge to other 

professions dealing with organisational behaviour, such as organisational psychology and 

business schools of thought.   

 

While the chapter is by no means exhaustive, it does illustrate the need to broaden traditional 

theories to include psychological variables. This research highlights the importance of PK and 

wellbeing in economic activity, and will hopefully stimulate further interest in research that 

links economics and psychology.  The opportunities for further research in this area are 

discussed in the Conclusion.  
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Chapter 9 

Policy Implications  

 

9.1) Introduction 

The purpose of this chapter is to discuss some of the policy implications stemming from this 

research and in particular the findings relating to PK. Six areas are examined: macroeconomic 

policy; microeconomic (structural reform) policy; labour market policy (unemployment 

programs); welfare policy (the Government’s Stronger Families and Communities Strategy); 

career development policy; and, human capital and education policy.  

 

The chapter begins by recapping the key results of this study which will be continually 

referred back to in the discussion of policy implications. The summary focuses on outcomes 

at the individual level and not the macroeconomic level as the focus of this research has been 

on the individual effects of unemployment. However, these individual effects are later 

generalised to consider the broader macroeconomic (that is, community level) implications.  

 

The chapter then briefly discusses the 2006 new National Reform Agenda (NRA) agreed 

upon by the Council Of Australian Governments (COAG).The NRA represents a broad policy 

vision of government initiatives to enhance human capital over the next decade and will help 

facilitate the discussion of the role of PK in policy.  

 

It is argued in this chapter that attention needs to be given to the development of PK through 

the education system, labour market programs, and other social welfare programs. PK not 

only offers the potential to improve human wellbeing, but also an opportunity to improve 
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outcomes such as academic achievement, employment, earnings, and more broadly economic 

productivity and efficiency. Such outcomes are of value to both individuals and the 

community alike. 

 

9.2) Key findings of the research 

The cross-sectional and longitudinal analyses undertaken in this study, designed to test the 

validity of the integrated theory of LMS, has produced a number of important insights:  

1. There are significant differences in the levels of wellbeing, PK, and LAMBs of people 

who are in different labour market states. Individuals who are employed have, on average, 

significantly higher levels of wellbeing, PK and lower stress levels associated with unmet 

latent and manifest needs than those people who are either unemployed/NILF or 

transitioning between employment and unemployment/NILF. 

2. Based on the cross-sectional results, there is a significant simultaneous relationship 

between LMS and wellbeing. Healthier wellbeing increases the likelihood that a person 

will be employed, and being employed contributes to higher levels of wellbeing. The 

longitudinal results also found that significant changes in wellbeing are associated with 

changes in LMS and a change in LMS impacts on a person’s wellbeing. However, the 

impact of a change in LMS on wellbeing is very small (less than 4 percent), which 

suggests that other factors affecting wellbeing (including PK and LAMBs) are much more 

likely to influence LMS via wellbeing. The importance of this finding is that, if (as 

believed) PK is a relatively stable trait largely formed during youth and adolescence, 

individuals may be predisposed to a higher risk of being unemployed/NILF because of 

their pre-existing stock of PK. 

3. Supporting the previous conclusion was the finding that both PK and LAMBs 

(particularly social capital) partially mediate the effect of LMS on wellbeing. However, 
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only a small percentage of the change in LMS is transmitted to wellbeing via PK and 

LAMBs (less than 2 percent). Again, individuals with lower quality PK and LAMBs 

resulting from factors other than LMS are therefore likely to be predisposed to a higher 

risk of being unemployed/NILF because of their lower wellbeing, motivation, productivity 

and, therefore, attractiveness to potential employers. 

4. The results suggest people with poorer PK and LAMBs are also likely to remain 

unemployment/NILF for longer. Longer spells of unemployment are believed to erode PK 

and LAMBs as they become increasingly pessimistic and despondent about regaining 

employment, affecting wellbeing and LMS.  

 

Overall then, the analysis provides good support for the integrated theory of LMS presented 

in Chapter 4 and for the general conclusions of other research regarding the psychological 

effects of unemployment: 

 
The literature … appears to point clearly to the conclusion that unemployment 
has a negative psychological impact, which can cause distress to sufferers and 
their families, can prevent a return to work, and can be costly to the community. 
This in turn points to the importance of ongoing societal efforts to prevent and 
overcome joblessness in the community, as well as to help jobless people deal 
with negative impacts. (Ganley, 2004, p. 191) 

 

Additionally, this research points to the critical importance of personal, family, and 

educational experiences during youth and adolescence that shape a person’s PK.  

 

9.3) The policy environment 

To appreciate how the insights of this research can be of practical policy value, it helps to 

understand the current policy setting for labour market, welfare, and human capital 

interventions.  
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Human capital development has become an important policy issue in Australia at both the 

Commonwealth and State Government levels. In February 2006 the Council of Australian 

Governments (COAG) met to discuss a new National Reform Agenda (NRA) aimed at 

delivering human capital, competition and regulatory reforms that create significant economic 

growth and social rewards. COAG recognised that the Australian economy is facing 

significant challenges from demographic changes (such as the aging population and skill 

shortages), intensified global competition, and technological changes. The reforms are 

designed to lift “the nation’s productivity and workforce participation over the next decade” 

and “enhance the capability and contribution of the Australian people – the nation’s human 

capital” (COAG, 2006, p. 2). 

 

The human capital reforms focus on achieving numerous outcomes, including: 

• A reduction in the proportion of the working-age population not participating in 
the workforce due to illness, injury or disease;  

• An increase in the proportion of children entering school with basic skills for life 
and learning; 

• An increase in the proportion of young people meeting basic literacy and 
numeracy standards, and improved overall levels of achievement; 

• An increase in the proportion of young people making a smooth transition from 
school to work or further study; 

• An increase in the proportion of adult workers who have the skills and 
qualifications needed to enjoy active and productive working lives; and 

• Encourage and support increased workforce participation among key groups 
[people on welfare, the mature aged, women, and indigenous Australians]. 
(COAG, 2006, pp. 2-3).  

 

COAG also agreed to continue the National Competition Policy reforms to “further boost 

competition, productivity and the efficient functioning of markets”. The focus of reforms is in 

the areas of transport, energy, infrastructure regulation and planning, and climate change 

technological innovation and adaptation. Importantly, this means “there will again be difficult 

adjustment tasks associated with reform” that is likely to test the resiliency (PK) of workers 

affected by the reforms. 
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The COAG initiatives are therefore focused heavily on improving wellbeing and human 

capital to encourage greater workforce participation. The strategies begin from an early age 

and support development throughout school, the transition from school to the work 

environment, and programs to support adults. Some of the policy challenges and initiatives 

that arise in relation to these objectives are now discussed. 

 

9.4) Macroeconomic policy implications 

Beginning at the macroeconomic level, the results of this research add further impetus to the 

need for policy makers to foster a sustainable economic environment that facilitates high 

employment. The OECD (2006) urges governments to adopt a range of policies and welfare 

reforms that promote greater participation in the labour market and raise workers’ skills: 

• Set macroeconomic policies which aim to achieve price stability and 
sustainable public finances; 

• Ensure that recessions do not lead to permanent falls in employment; 
• Make it more attractive for people to work than to stay on welfare 

benefits; 
• Make sure that benefit recipients receive high-quality services, particularly 

in relation to their quest for jobs, and that this is monitored closely, backed 
up by the threat of benefit sanctions; 

• Adapt regulations and tax policies so as to encourage companies to take on 
staff rather than to shun new hires; 

• Strengthen competition in product markets; 
• Ensure that legislation to protect job security does not undermine the 

dynamism of the labour market or lead to discrimination in hiring and 
firing; 

• Provide people of working age with the education and training 
opportunities that they need to get jobs and raise their incomes. (oecd, 
n.d.) 

 

However, even strong economic and employment growth does not guarantee 
that those most disadvantaged in the labour market will benefit from paid 
work. … [D]espite strong economic growth, disadvantage [is] concentrated 
increasingly in particular segments of the population and in particular 
localities. (Ganley, 2004, p. 197) 
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The research also adds further understanding to the potential impact of monetary policy on 

wellbeing and LMS. Economic slowdown resulting from higher interest rates will displace 

some workers, which may negatively affect their wellbeing and chances of re-employment. 

Rising interest rates are also likely to increase perceptions of financial deprivation amongst 

people at the margin already under financial strain (for example, from large mortgages). 

Increased financial deprivation adversely affects wellbeing, which in turn may influence 

productivity and LMS.  

 

9.5) Microeconomic (structural reform) policy implications 

The results of this research suggest that microeconomic reform policy could benefit from a 

better understanding of the psychological effects associated with structural reform. Structural 

change to the economy is the inevitable result of technological innovation, globalisation, 

demographic change, environmental concerns, and efforts to improve resource efficiency, 

productivity and competitiveness. However, the negative psychological consequences of 

reforms such as privatisation, deregulation, and downsizing for those adversely affected by 

the changes are not well understood by economists because of the omission of psychological 

variables from mainstream economic theory. This omission has (in part) been used to explain 

the ‘economic rationalism’ debate in Australia since the 1990s in which microeconomic 

reform policy has been blamed for outcomes such as the stresses experienced by 

economically precarious communities, a lack of social justice, and adverse distributional 

effects (see: Coleman and Hagger, 2001; Clark, 1997; Harper, 1996; Edwards, 2002; Carrol, 

1992; Pusey, 1991). The benefit of understanding the psychological consequences of 

structural reform is that it can better inform policy decisions and formulation (for example, 

the rate of structural change as in the case of tariff reductions or deregulation of an industry) 

and assistance programs to aid those adversely affected. 
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The impact of reform on the productivity of labour is another important consequence of 

structural reform. Research by the Productivity Commission indicates the probability of being 

retrenched in Australia as a result of structural changes in a 12 month period is approximately 

5 percent. Changes in the aggregate rate of retrenchment are largely driven by the business 

cycle, particularly affecting people with less than five years work experience and even more 

so those with less than one year of tenure. Those most likely to be adversely affected by 

retrenchment are people aged over 50 years who (possibly involuntarily) enter early 

retirement and females retrenched from low-skill occupations, who were working part time, 

or who are married with dependents (Productivity Commission, 2000). The results of this 

research suggest workers with low PK and wellbeing are also at greater risk of being 

retrenched. Workers displaced by structural change may experience a decline in wellbeing 

and PK as a result of the change in LMS and increased stress from unmet latent and manifest 

needs. Some of these workers (particularly those with pre-existing low levels of PK) may 

struggle to regain employment both because of their lower motivation to engage in job-search 

activity and because potential employers find them less attractive. These effects highlight the 

need for supportive labour market programs and services that assist displaced workers (which 

will be discussed in greater detail later in this chapter). Policies designed to build PK within 

the community (for example, through education policy, labour market programs, or career 

development services) may represent effective strategies for governments to help people cope 

with the stresses of microeconomic reform that inevitably occur in the economy (these 

options are also discussed later in the chapter). 

 

Those workers who remain employed (‘survivors’) during and following structural reform 

may also experience adverse effects on wellbeing. Allen et al., (2001), in a study on changes 
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in survivors’ attitudes after organisational downsizing, found that downsizing had a 

significant negative impact on work attitudes. Changes in role clarity, role overload, 

satisfaction with top management and job security were significantly related to changes in 

organisational commitment and turnover intentions. Shah (2000) found that structural reform 

(downsizing) involving layoffs can invoke negative survivor reactions including job 

insecurity and anger. These reactions manifest in attitudinal changes that affect performance, 

motivation, job satisfaction and organisational commitment. Research by Nelson and Cooper 

(1995) found that privatisation can also result in a decline in job satisfaction in the period 

during reform. Structural reform also impacts on the informal networks and trust (key 

elements of social capital within an organisation) that facilitate duties and performance within 

an organisation (Shah, 2000; La Porta et al., 1997). However, how survivors experience 

structural reform influences these outcomes. Those who perceive the layoffs as just and fair, 

and who maintain trust in management, are likely to maintain attachment to the organisation 

and are less likely to quit (Spreitzer et al., 2002). PK mediates these perceptions influencing 

employees’ view, acceptance, and openness to change, and perception of organisational 

uncertainty (Hui and Lee, 2000). “Personal resilience (a composite of self-esteem, optimism, 

and perceived control [i.e. PK]) [is] related to higher levels of change acceptance.” (Wanberg 

and Banas, 2000, p. 132). Again, policies designed to build PK within the community 

(particularly career development services) may help individuals cope with changes across the 

lifespan arising from structural reform. 

 

9.6) Labour market (employment) policy 

Another area in which PK has policy implications is employment programs to assist job 

seekers. Currently the Australian Government’s Job Network system uses a range of 
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individualised programs and requirements, based on an ‘Active Participation Model’, to help 

job seekers find employment. These include: 

• Job search training – Job seekers who remain unemployed after 3 months receive 15 days 

of job search training and support designed to improve job search skills. Participants 

receive help with preparing résumés, presentation skills, interview preparation, and 

identifying new work areas related to their experience.  

• Mutual Obligation – Job seekers who are still unable to find work after 6 months move 

into a period of mutual obligation. Activities include community work, part time work, 

study and voluntary work designed to give participants the opportunity to improve their 

employability while giving something back to the community. Job seekers participate in 

Mutual Obligation activities for periods of six months while receiving intensive support. 

• Customised Assistance – This involves providing up to 6 months of personalised, 

intensive assistance to disadvantaged job seekers including counselling, help with bus 

fares to attend interviews, wage subsidies and access to interpreter services. 

• Work for the Dole – A program that provides work experience placements in approved 

activities (such as childcare centres or assisting park rangers in national and state parks) 

that are designed to increase participants’ employability skills. The program involves 

working up to two and a half days per week for six months and is included in the Mutual 

Obligation program (DEWR, 2006). 

A recent evaluation of the effectiveness of these four programs by the Department of 

Employment and Workplace Relations (DEWR) found that the programs were effective forms 

of assistance. The programs resulted in a net improvement in employment outcomes for 

participants of between 7.3 and 11.2 percent compared to the outcomes that would have 

occurred in the absence of any assistance. Specifically, the evaluation found that: 

 
• All four programmes showed consistently high employment net impacts. 
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• All four programmes were effective in helping the most disadvantaged job 
seekers find work, particularly Job Search Training and Customised 
Assistance. 

• All four programmes helped job seekers to completely leave income 
support. 

• Work for the Dole now has less of an attachment effect [reduction in job 
search activity as a result of participation in the programme] than in 
previous years. (DEWR, 2006, p. 4) 

 

Of the job seekers who commenced Job Search Training, Customised Assistance, Work for 

the Dole and Mutual Obligation programs, 58.9, 46, 39.4, and 46.6 percent respectively were 

employed 12 months later. DEWR concludes that the findings strongly support the 

implementation of these labour market services.59  

 

An interesting question to arise from this research is whether the outcomes of these 

employment programs could be improved by including training specifically designed to 

enhance PK and reduce the negative psychological effects associated with unemployment. 

Existing assistance focuses primarily on the development of human capital skills such as 

preparing résumés, presentation skills, and interview skills, and re-socialising individuals 

back into the work environment. However, the results of this study found that by 3 months the 

PK of an unemployed person begins to deteriorate and that individuals who are 

unemployed/NILF are likely to have pre-existing lower levels of PK hindering their ability to 

find employment. Activities designed to foster healthier PK may therefore be warranted.  

 

As discussed in part 3.2, there are likely to be synergies between PK and human capital. For 

example, teaching a job seeker how to prepare their résumé or perform at an interview may 

increase their self-efficacy/confidence in making job applications. Other activities such as 

involvement in community programs, access to counselling and identifying new work areas 

                                                 
59 The author was not able to find any other recent independent evaluations of the programs.  
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related to their experience may have positive effects on PK and job search motivation by 

building self-esteem, confidence and a greater sense of responsibility. There are also likely to 

be increases in latent and manifest benefits that improve wellbeing and subsequently LMS, 

including greater social support/contact, time structure, and involvement in meaningful 

activities.  What is unclear from the research is to what extent these indirect benefits to PK 

and LAMBs from human capital training and work re-socialising negate the need for direct 

interventions designed to foster PK and wellbeing.  

 

Section 2.3.1d of the Literature Review summarised the findings of research in Australia, the 

UK and USA on various labour market programs designed to reduce the negative 

psychological effects of unemployment and facilitate re-entry into the labour market. The 

interventions sought to increase self-esteem, self-efficacy, reduce depression, distress, the 

sense of helplessness, improve attitudes toward work and life-satisfaction, and teach problem 

solving and coping skills to inoculate job seekers against setbacks and the prolonged effects 

of unemployment. The results of the studies have proven to be very positive. For example, 

Proudfoot et al., (1997) report significant differences between the control and focus groups in 

terms of self-esteem, self-efficacy, job-seeking behaviour, motivation for work and life-

satisfaction. The cognitive behaviour training also increased participants’ success rate in 

finding full-time work (34 percent in the focus group compared to 13 percent in the control 

group). The benefits of the training lasted for three months leading the authors to suggest the 

need for top-up training at that time. Caplan et al., (1989) found that problem solving training 

resulted in higher quality re-employment in terms of earnings and job satisfaction and higher 

motivation amongst those who remained unemployed (see also studies by: Eden and Aviram, 

1993; Creed et al., 1996; 1998a,b; 1999). Given such research has consistently demonstrated 

that PK training can achieve positive employment outcomes it may be reasonable to assert 
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that the Customised Assistance, Job Search Training, Work for the Dole, and Mutual 

Obligation programs can be improved by the inclusion of PK training. The Australian 

Government’s Employment Preparation service (introduced on 1 July 2006, replacing the 

Transition to Work programme) credits Job Network members with $300 per eligible job 

seeker that can be spent on courses/training to improve their self-esteem, confidence or IT 

skills (Dutton, 2005).  However, (based on US experience) further research is needed to 

identify what components of training could best facilitate these outcomes (Carneiro and 

Heckman, 2005). 

 
There is a clear need for interventions to assist unemployed people to reduce 
the negative psychological impacts of unemployment and to help them back 
into work. However, little psychological assistance is given. Most re-
employment programmes aim to clarify job goals, to provide job-seeking or 
job-related skills, or to re-socialise unemployed people to the work 
environment. (Proudfoot, 1997, p. 96) 

 

The results of the applied study in Chapter 7 on the type of motivation associated with job 

search activity provide additional support to the Australian Government’s approach to labour 

market programs based on an Active Participation Model. As discussed in 7.4.3, the most 

significant forms of motivation are identified regulation (individuals are motivated to look for 

work because they recognise the value of doing so themselves rather than being told to do so) 

and external regulation (behaviour that is regulated by rewards or to avoid negative 

consequences). The active participation model of job search programs encourages job seekers 

to take greater responsibility for their situation and supports them in this process, empowering 

the individual to find a suitable solution. Job seekers are also motivated either by some reward 

for gaining employment or to avoid the negative consequences of not job seeking (for 

example, losing their job search allowance) and so clear consequences associated with 

shirking responsibility, as well as rewards for positive behaviour, are also likely to help 

encourage job seekers to engage in job search activity. However this research suggests that 



 206

after three months A-motivation (the onset of learned helplessness) will become more 

significant (that is, people engage in job search activity because they are instructed to do so, 

not because they believe it has any potential benefit). Individuals with already low levels of 

PK who are predisposed to a higher risk of being unemployed are also likely to have lower 

levels of job search motivation. An Active Participation Model is likely to have less benefit 

for such individuals because they may increasingly perceive their own efforts as being a waste 

of time and only continue to participate in job-search activities because they are directed to do 

so. The results of the applied study here (and other studies on the benefits of personal 

development training cited in Chapter 2) suggest that a program to build PK for individuals 

who are either predisposed to a higher risk of unemployment or who are unemployed for 

more than three months can help improve or maintain their motivation to engage in job search 

behaviour. Such a program should include basic skills that improve PK  (clarifying and 

setting goals, taking action, accessing support, responding to feedback, perseverance), which 

strengthen traits such as self-esteem, self-efficacy, responsibility, emotional stability, 

optimism, resiliency, and hope. Such learned skills are also likely to have the benefit of 

increasing productivity and longevity of employment once the job seeker finds work.  

 

It is worth noting that the need to consider PK when helping job seekers find employment is 

receiving greater recognition by the Australian Government, as demonstrated by the recent 

development of the Employability Skills Profiler (ESP), a joint project between the Australian 

Government and Chandler McCleod. ESP obtains data on 36 competencies of employment 

candidates (based on the Employability Skills Framework) using psychological tests and 

questionnaires. These competencies include self-management skills (such as responsibility, 

self-confidence, coping with pressure, integrity), learning skills (handling feedback, self-

development, determination, flexibility), and initiative and enterprise (initiative, self-
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sufficiency, creativity) that are closely related to PK. ESP is then able to match candidates 

against a list of over 1000 job profiles, which helps employers assess and select appropriate 

staff, meet training and development needs, retain staff, and facilitate career planning. This in 

turn improves performance and productivity. ESP is now being used to assist job seekers 

under the Mutual Obligation program to identify their strengths and better match them to 

career opportunities. However, ESP does not facilitate the development of PK.  

 

A review of job training in the United States and Europe by Carneiro and Heckman (2005) 

provides a number of important conclusions to take into account if considering the use of 

personal development training to assist the unemployed. First, there is a lot of variation in the 

benefits of training among subgroups. Low skilled individuals are less likely to participate in 

training while those with more schooling are more likely to participate in training. The return 

to classroom training is substantial, particularly for women re-entering the work force, but 

not so much for prime-aged men and older workers with low initial levels of education. The 

returns to other forms of job training such as work programs, subsidised employment and job 

search assistance are lower than classroom training. On-the-job training benefits women re-

entrants and single mothers but not prime-aged men. Job search assistance (such as job clubs 

and individual counselling) helps most unemployed people, in particular women and sole 

parents. However, special training, subsidies and direct job creation measures for youth tend 

not to benefit disadvantaged youth. An important reason for low returns to these welfare 

measures is that the benefits of participating in these programs do not last indefinitely, 

depreciating over time.  
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Secondly, job training programs have beneficial effects on behaviour beyond schooling and 

work, such as reductions in crime rates amongst targeted male youths. These benefits need to 

be considered.   

 

From their literature review, the authors derived a number of general observations on the 

effectiveness of labour market programs: 

• Important that courses have strong labour market relevance or signal 
“high” quality to employers. Should lead to a qualification that is 
recognized and valued by employers.  

• Keep programs relatively small in scale. 
• Must directly meet labour market needs. Hence, need to establish strong 

links with local employer, but this increases the risk of displacement. 
• Must be combined with increased monitoring of the job-search behaviour 

of the unemployed and enforcement of work tests. 
• Effective programs need to combine an appropriate and integrated mix of 

education, occupational skills, work-based learning, and supportive 
services to young people and their families.  

• Early and sustained interventions are likely to be most effective. 
• Need to deal with inappropriate attitudes to work on the part of youths. 

Adult mentors can help. (ibid., pp. 188-189) 
 

The authors conclude that there “are substantial gains to be realised from targeting treatment. 

The information required to do so effectively, however, is generally not available.” (p. 190). 

They also conclude that while the benefits to certain groups may be substantial, “We cannot 

look to public job training to remedy or alleviate substantially skill deficits that arise at early 

ages.” (p. 190). 

 

 9.7) Welfare policy 

Another area in which the results of this research have implications is welfare policy, and in 

particular the Australian Government’s Stronger Families and Communities Strategy (SFCS). 

SFCS is “an Australian Government initiative giving families, their children and communities 

the opportunity to build a better future.” (Department of Families, Community Services and 
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Indigenous Affairs, n.d.) SFCS “aims to strengthen young children, their families and 

communities by investing in locally developed, whole-of-community projects that build 

resilience and the ability to deal with problems before they develop.” (Davies and Taylor, 

2005, p. 105). SFCS was first introduced in 2000-2004 and has received additional funding of 

$490 million to continue for another five years between 2004-2009. The 2000-2004 strategy: 

 
… moved away from the traditional government approach of developing and 
implementing national services for families and communities by funding 
locally developed projects that aimed to help build family and community 
capacity to deal with challenges and take advantage of opportunities that 
arose. It supported an early intervention and prevention approach, recognising 
the need to help families and communities deal with issues before they 
became serious problems. It encouraged building partnerships between all 
levels of government, community organisations, individuals and business. 
(ibid., p. 113) 

 

The key focus of the 2004-2009 strategy is on early childhood initiatives for young children 

aged 0-5 years and their families. The four streams of the new strategy are: 

• Communities for children – Involves the funding of 45 non-government community 

organisations as ‘Facilitating Partners’ to develop a community approach to early 

childhood development in consultation with local stakeholders. Activities include: home 

visiting; an early learning and literacy program; early development of social and 

communication skills; parenting and family support programs; child nutrition; and, 

community events to celebrate children, families, and the early years.  

• Early Childhood – Invest to Grow – Funds early childhood programs and resources as 

well as the development of tools and resource materials for use by families, professionals 

and communities supporting families and young children.  

• Local answers – Provides funding for programs that help communities develop their own 

solutions to local problems. This includes projects that: build effective parenting and 

relationship skills; develop skills that make families and communities more self-reliant; 
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assist community members to become more involved in community life through local 

volunteering, mentoring, or training to build leadership skills.  

• Choice and Flexibility in Child Care - Provides child care solutions to Australian parents, 

including in-home care, the Long Day Care Incentive Scheme, and a quality assurance 

system for child care.   

The four programs seek to offset early childhood risk factors such as: poor attachment or 

social skills, poor parenting styles (lack of love, warmth and affection); family factors (single 

parentage, marital disharmony); and community factors (socio-economic disadvantage, 

poverty, lack of support services). These risk factors result in outcomes such as: 

underachievement at school; poor physical and mental health; substance abuse; welfare 

dependency; and criminal behaviour. 

 

The conclusion of this research that individuals with pre-existing low levels of PK are likely 

to be predisposed to a higher risk of being unemployed fits comfortably with the argument 

underpinning the SFCS that early childhood risk factors are likely to affect the development 

of a child’s PK, which in turn affect future outcomes such as academic achievement, 

employability, future earnings, and wellbeing. As PK is formed during a child’s youth and 

adolescence up to approximately 17 years of age (Luthans et al., 2007), poor attachment and 

parenting skills and a dysfunctional family environment are likely to contribute to a child 

developing low self-esteem and self-efficacy, an external locus of control, increased 

emotional instability, low optimism, hope, and resiliency. The SFCS could therefore be 

strengthened by supporting programs and the development of resources that promote the early 

development of PK (for example, educational resources for parents and teachers to build self-

esteem, confidence, resiliency and responsibility in children).   
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Given that a young person’s PK is fashioned up until approximately 17 years of age, the 

research also suggests that the focus of SFCS on the age group 0-5 years is too narrow. Events 

that occur later in life (such as the divorce of the parents and educational experiences) are also 

likely to impact on PK and affect outcomes such as substance abuse, and physical and mental 

health problems. Support for the development of other programs for older children is likely to 

have a positive effect on welfare and wellbeing.  

 

9.8) Labour Productivity Policy 

9.8.1) Acknowledging the significance of PK 

The results of this research add to the growing body of literature that recognises the important 

role PK plays in influencing outcomes such as educational achievement, LMS, earnings, the 

productivity of labour, and wellbeing (see 2.2.1 for a list of economic research by topics 

relating to PK). In Australia there has been some recognition of the importance of PK in 

relation to education policy. In 1999 the Ministerial Council on Education, Employment, 

Training and Youth Affairs (MCEETYA) (a gathering of the State, Territory and 

Commonwealth Ministers of Education) met in Adelaide and endorsed The Adelaide 

Declaration on National Goals for Schooling in the Twenty-First Century. The Declaration 

recognised the need for Australian citizens to have “the necessary knowledge, understanding, 

skills and values for a productive and rewarding life in an educated, just and open society”. 

The Declaration provided a broad statement of national goals to achieve these outcomes for 

students. The vision was for schools to provide students with a broader range of skills and 

qualifications so that when they left school they should have (among other things) 

employment related skills, an understanding of the work environment and their career 

pathways, and a positive attitude toward life-long learning. The Declaration also envisioned 

that when students left school they should: 
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1.2 have qualities of self-confidence, optimism, high self-esteem, and a 
commitment to personal excellence as a basis for their potential life roles as 
family, community and workforce members. 
1.3 have the capacity to exercise judgement and responsibility in matters of 
morality, ethics and social justice … and to accept responsibility for their own 
actions. (MCEETYA, 1999) 
 
 

That is, the Declaration supported the development of healthy PK within students. More 

recently, the Australian Government’s National Framework for Values Education in 

Australian Schools (2005) reflected these same goals, acknowledging “that education is as 

much about building character [PK] as it is about equipping students with specific skills.” 

(p.1).  

 

However, as the National Reform Agenda demonstrates, the focus of human capital policy in 

Australia is still mainly on skills and knowledge such as numeracy and literacy with little (or 

no) discussion given to the development of PK.  

 

Similarly, the OECD places a lot of emphasis on skills and knowledge, but is slowly 

broadening the concept of human capital to ‘wider human capital’ which includes “facets of 

one’s character that enhance one’s effectiveness at work.” (OECD, 2002). A conference in 

April 2007 entitled, “Is happiness measurable and what do those measures mean for policy?” 

also points to growing recognition in the OECD of the importance of psychological variables 

such as wellbeing and PK. (OECD, n.d.) 

 

The limited attention PK has received in policy discussions thus far, but growing recognition 

of its significance, perhaps suggests a need for PK to receive more attention in Australia. 

Some of the areas in which greater understanding are needed include how PK is formed, how 
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policy can be used to enhance PK, and how to improve research into PK. These areas are 

discussed in turn.    

 

9.8.2) Understanding the formation of PK 

In addition to recognising the importance of PK, there is a need to better understand how PK 

is developed. Recent debate in the United States on the role of human capital policies in 

addressing growing income and wealth inequality provides valuable insights into the 

formation and significance of PK.  Carneiro and Heckman (2005) divide human capital into 

two components: ‘cognitive skills’ such as numeracy and literacy; and ‘non-cognitive skills’ - 

personality traits such as persistence, dependability, reliability, and self-discipline (i.e. PK). 

They discuss the evidence on the relative importance of each in influencing educational 

attainment which in turn affects earnings and future socio-economic success. The authors 

argue that: 

 
… long-term environmental factors crystallized in cognitive and noncognitive 
abilities play a major role in accounting for gaps in schooling attainment across 
socio-economic groups”. (p. 147). 
  
Economic models of signalling and screening assume that cognitive ability is an 
important determinant, if not the most important determinant, of academic and 
economic success. Recent evidence challenges this view. No doubt, cognitive 
ability is an important factor in schooling and labor market outcomes. At the 
same time, noncognitive abilities, although harder to measure, also play an 
important role. … Noncognitive abilities matter for success both in the labour 
market and in schooling.” (p. 92). 

 

The authors identify family and educational environments as the two most important long 

term factors influencing cognitive and non-cognitive skills and therefore educational 

achievement: 

 
… long-run family and environmental factors play a decisive role in shaping the 
ability and expectations of children. Families with higher levels of resources 
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produce higher-quality children who are better able to perform in school and 
take advantage of the new market for skills.  
 Children whose parents have higher incomes have access to better-quality 
primary and secondary schools. Children’s tastes for education and their 
expectations about their life chances are shaped by those of their parents. 
Educated parents are better able to develop scholastic aptitude in their children 
by assisting and directing their studies. It is known that cognitive ability is 
formed relatively early in life and become less malleable as children age. By 
age 8, intelligence as measured by IQ tests seems to be fairly well set. ... 
Noncognitive skills are more malleable until the late adolescent years. The 
influences of family factors present from birth through adolescence accumulate 
to produce ability and college readiness. By the time individuals finish high 
school and their scholastic ability is determined, the scope of tuition policy for 
promoting college attendance through boosting cognitive and non-cognitive 
skills is greatly diminished. (Carneiro and Heckman, 2003, pp. 100-101)  

 

Heckman and Rubinstein (2001) (cited in Carneiro and Heckman, 2005) supply evidence on 

the importance of noncognitive skills using the General Educational Development (GED) 

program in the United States.  “The GED program is a second-chance program that 

administers a battery of cognitive tests to self-selected high school dropouts to determine 

whether or not their level of academic attainment is equivalent to that of high school 

graduates.” (p. 139). The tests show that recipients have the same level of cognitive skills as 

normal high school graduates. However, studies of GED recipients (across all demographic 

groups) indicate they have an hourly wage rate and annual income substantially less than that 

of high school graduates and slightly more than other high school dropouts. Longitudinal 

studies show no evidence of a permanent effect of the GED certification on wages or 

employment. Labour force participation rates are lower and turnover rates higher than other 

dropouts. Starting wages for GED’s are equal to those of other dropouts. “GED recipients are 

more likely to participate in illegal drug use, drug selling, fighting in school, vandalism, 

shoplifting, theft, robberies, and school absenteeism than are other dropouts.” (Carneiro and 

Heckman, 2005, p. 145). 

 
[The GED] demonstrates the folly of a psychometrically oriented educational 
evaluation policy that assumes that cognitive skills are all that matter for 
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success in life. Inadvertently, the GED has become a test that separates bright 
but non-persistent and undisciplined dropouts from other dropouts. It is, then, 
no surprise that GED recipients are the ones who drop out of school, fail to 
complete college, and fail to persist in the military. GED holders are “wise 
guys” who lack the ability to think ahead, persist in tasks, or to adapt to their 
environments. The poor performance of GED recipients compared to high 
school graduates who persevere through the tasks required in school 
demonstrates the importance of noncognitive skills in economic life. (Carneiro 
and Heckman, 2005, p. 141) 

 
 

Given that both cognitive and non-cognitive skills are largely formed by the time a person 

completes high school, Carneiro and Heckman argue there is a need to take a comprehensive 

view of skills formation over the life cycle. “Learning begets learning; skills (both cognitive 

and non-cognitive) acquired early on facilitate later learning.” (p. 90). While a great deal of 

policy attention has been focused on the cognitive skills, non-cognitive skills have been 

largely ignored: 

 
Numerous instances can be cited of high-IQ people who fail to achieve success 
in life because they lack self-discipline and of low-IQ people who succeed by 
virtue of persistence, reliability, and self-discipline. It is thus surprising that 
academic discussions of skill and skill formation focus almost exclusively on 
measures of cognitive ability and ignore non-cognitive skills. (p. 138). 

 
Much of the neglect of non-cognitive skills in analyses of earnings, schooling, 
and other life outcomes is due to the lack of any reliable means of measuring 
them. Many different personality and motivational traits are lumped into the 
category of non-cognitive skills. Psychologists have developed batteries of tests 
to measure these skills. Companies use these tests to screen workers, but they 
are not yet used to assess college readiness or to evaluate the effectiveness of 
schools or reforms of school. (p. 138) 

 

The insights of Carneiro and Heckman linking PK to academic success, and the formation of 

PK at a young age, are strongly supported by psychological research on the development of 

achievement motivation in children. Wigfield and Eccles (2001) state that an individual’s 

achievement-related beliefs, values, and goals are among the most important determinants of 

achievement motivation. Motivational theories including self-efficacy theory, self-worth 
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theory, expectancy-value theory, self-determination theory, interest theory, goal orientation 

theory, and social goal theory are used to explain achievement (see Chapter 3 of Wigfield and 

Eccles for a description of these theories). Importantly, these beliefs, values and goals are 

“not just a characteristic of the individual but also a result of the home and school 

environmental contexts individuals encounter.” (p. 5). The school environment helps shape a 

child’s conception of their ability. 

 
Moreover, once they have developed a clear and coherent understanding of 
ability, the particular conception of ability they adopt will determine a great 
deal about their motivational patterns. It will influence such things as whether 
they seek and enjoy challenges and how resilient they are in the face of 
setbacks. (Dweck, in Wigfield and Eccles, 2001, p. 57)  

 

9.8.3) Policies to enhance Psychological Capital 

Luthans et al., (2007) argue that: 

In today’s environment, which is characterised by high turnover rates and 
emphasis on continuous improvements and sharp learning curves, most long-
term initiatives for creating or nurturing job-related talents, character 
strengths, positive virtues, and other relatively stable personality traits is not 
cost effective or, in most instances, even possible. The importance of coming 
to the workplace prepared with such enduring talents, strengths, and especially 
personality traits, as well as the relatively early age at which they are 
developed, has led such initiatives to be mostly transferred to educational 
institutions. (Luthans et al., 2007, p. 14) 

 

Increasingly, early education as well as the family environment is being identified in the 

literature as being crucial to the development of human capital and PK needed to succeed in 

life. In regards to formulating policies to improve the formation of human and psychological 

capital skills, Carneiro and Heckman suggest the following:  

 
… a more promising approach to human capital policy formulation is to 
understand the mechanisms and institutions that produce skill, how they are 
related, and where they have failed. … Human capital accumulation is a 
dynamic process. … Human capital is produced over the life cycle by families, 
schools, and firms, although most discussions of skill formation focus on 
schools as the major producer of abilities and skills, despite a substantial body 
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of evidence that families and firms are also major producers of abilities and 
skills. A major determinant of successful schools is successful families. Schools 
work with what parents bring them. They operate more effectively if parents 
reinforce them by encouraging and motivating children. Job training programs, 
whether public or private, work with what families and schools supply them and 
cannot remedy twenty years of neglect. (p. 88).  

 
 

While highlighting the need for greater understanding of how family, school, and work 

environments influence the development of PK, the authors only provide a brief discussion of 

policy initiatives that could promote this outcome. However, the report of a Californian Task 

Force, Toward A State of Esteem (1990) for the Californian Government provides extensive 

policy recommendations for developing “self-esteem and personal and social responsibility” 

(i.e., PK) that is largely consistent with the ideas of early intervention strategies advocated by 

Carneiro and Heckman or intervention programs for adults. The report was based on 

extensive consultation and review of the academic literature on the causes and effects of low 

self-esteem. The Task Force found that “a lack of self-esteem is central to most personal and 

social ills plaguing our state and nation” (p. 4), including crime, violence, substance abuse, 

teen pregnancy, child abuse, chronic welfare dependency, and educational failure. They 

concluded that “Self-esteem is the likeliest candidate for a social vaccine” (p. 4). 

 

Like Carniero and Heckman, the task force considered the family to be “the most crucial 

ingredient in nurturing the sense of self-esteem persons carry with them into life.” (p. 2). 

Schools are the second most important influence on nurturing self-esteem. Recommendations 

for fostering healthy PK (non-cognitive skills) were wide ranging, including the family 

environment, education system, treatment of substance abusers, the criminal system, the 

welfare system and the workplace (it is also worth noting that these recommendations are 

compatible with the objectives of the Australian Governments’ SCFS initiative, discussed in 
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7.8).  The summary of the key recommendations of Toward A State of Esteem (1990) is 

reproduced in Table 8.1. 

 

9.8.4) Improving research on PK in Australia 

Evidence in Australia on the relationship between cognitive skills, educational achievement, 

earnings and socio-economic success is similar to that of the United States. An important 

source of research in Australia is the Longitudinal Survey of Australian Youth (LSAY)  

Table 9.1) Recommendations of the Toward A State Of Esteem Task Force 

 Recommendations in Brief Form 
The Family, Teenage 
Pregnancy, and Child Abuse 

1. Highlight the important role of parents through a media 
campaign. 

2. Include child-rearing courses in the school curriculum. 
3. Make courses on child rearing available to all. 
4. Make self-esteem-enhancing child care available to all. 
5. Provide health education for expectant mothers and 

fathers. 
6. Provide self-esteem and responsibility training for all 

foster parents and institutional-care staff. 
7. Reduce the number of teenage pregnancies through self-

esteem training. 
8. Provide family life programs for adolescents. 
9. Provide programs to encourage responsibility of teenage 

fathers. 
10. Provide support programs for parents at risk of abusing 

children. 
11. Provide women’s shelters that contain a self-esteem and 

responsibility component. 
 

Education and Academic 
Failure 

1. Self-esteem and responsibility must be woven into the 
total education program. 

2. Educate every educator through pre-service and in-
service training in self-esteem and responsibility.  

3. Give students opportunities to do community service. 
4. Formulate a real-life skills curriculum. 
5. Promote more parent involvement.  
6. Be sensitive to the needs of students at risk of failure. 
7. Use the arts to help develop self-esteem and 

responsibility. 
8. Expand counselling and peer counselling services for 

students. 
9. Provide cooperative learning opportunities. 
10. Reduce class size or student: adult ratios. 
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11. Implement programs to counteract bigotry and prejudice. 
 

Drugs and Alcohol Abuse 1. Create prevention councils in every community. 
2. Expand treatment programs. 
3. Create culturally sensitive prevention strategies. 
4. Educate parents. 
5. Expand school prevention programs. 
6. Encourage responsible media. 
 

Crime and Violence 1. Hold juveniles accountable for crime. 
2. Replicate programs that foster self-esteem and 

responsibility. 
3. Combat gangs with self-esteem programs in schools. 
4. Create community partnerships to develop after-school 

activities.  
5. Establish self-esteem programs in correctional facilities. 
6. Develop self-esteem programs for criminal justice 

agencies. 
7. Provide self-management and coping skills for inmates.  
8. Promote arts programs in institutional settings.  
9. Establish community correctional facilities. 
 

Poverty and Chronic Welfare 
Dependency 

1. Support programs that assist long-term welfare recipients 
towards independence. 

2. Encourage programs that provide parents with the tools 
to be good parents. 

3. Encourage programs that establish peer support groups. 
4. Provide in-service self-esteem training to staff who work 

with welfare recipients. 
5. Implement welfare reform programs that alter attitudes 

and enhance motivation. 
6. provide incentive for communities and businesses to 

work together to promote youth programs.  
 

The Workplace 1. Promote affirming workplace environments. 
2. Provide employer support for employee / parents and 

families. 
3. Encourage more businesses to get involved in their 

communities. 
 

 

project which follows the progress of Australian youth as they move from school into post-

secondary education and work. 

 
Annual surveys provide information on what young Australians are doing and 
how they manage the many transitions they make after school. By incorporating 
data from older longitudinal studies within the LSAY program, it is possible to 
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compare the current cohorts’ pathways and outcomes to older cohorts’ when 
they were the same age. More detailed investigations look at the links between 
social characteristics, education and training, and employment. Issues 
investigated in the LSAY project include school achievement and school 
completion, participation in vocational and university education, gaining and 
maintaining employment, and household and family formation. (ACER, n.d.) 
 

 

LSAY research shows that students performing well at school are less likely to leave school 

early. Low achievement in numeracy and literacy is a dominant factor in the decision to leave 

school, particularly for males. In addition, attitudes towards school and educational 

aspirations significantly influence early school leaving. Students with more positive attitudes 

and satisfaction toward school in general, relationships with teachers, their achievements at 

school, and the relevance of school to future life were significantly less likely to leave school 

early (ACER, October 2000, p. 3). Eighty percent of early school leavers left to get a 

job/apprenticeship, wanting to earn their own money. Following this, a dislike of school was 

the main reason for leaving early. 

 

LSAY data also shows that school achievement in literacy and numeracy (i.e. cognitive 

skills) significantly improves earnings. Average weekly earnings for males at age 19 of high 

numeracy achievers are 8 percent greater than for average achievers, and even greater 

compared to low achievers. For women good literacy skills increase earnings on average by 7 

percent per week compared to those with very poor literacy skills (ACER, March 2000) 

 
Achievement in reading comprehension and numeracy while at school has a 
moderate, positive impact on earnings as a young adult (up to 10 to 15 years 
after the tests were taken) regardless of educational qualifications and 
employment experience. (ACER, March 2000, p. 2).  

 
 

Early achievement at school affects LMS. “Early school achievement in literacy and 

numeracy was the one consistent factor in youth unemployment and unemployment 
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duration.” (p. 4). Job seekers with very poor numeracy and literacy skills are more than twice 

as likely to be unemployed at age 19 compared to those with very good skills and more likely 

to experience long-term unemployment. Completing year 12 reduces the time job seekers are 

unemployed. ACER (2000) suggests “the number of jobs requiring Year 12 completion has 

increased at least as fast as the number of Year 12 graduates.”, and so young people with 

poor numeracy and literacy skills who are less likely to complete year 12 are likely to be 

disadvantaged in the job market.  

 

Socioeconomic status (SES), demographic and geographic factors are also important factors 

influencing student achievement. Similar to Heckman, Rothman (2003) suggests students 

from low SES backgrounds are disadvantaged at school because they lack an academic home 

environment, which affects academic success. Also, “school and neighbourhood 

environments influence academic success, so that low-SES schools are generally lower-

performing, and that only extremely resilient young people can escape the ‘fate’ of low 

academic achievement.” (Rothman, 2003, p. 1). LSAY research has identified a number of 

important findings: 

• Students whose parents work in manual occupations (trade, skilled, semiskilled and 

unskilled occupational backgrounds) have higher rates of early school leaving, 

particularly for males. 

• Aboriginal or Torres Strait Islander students are 20 percent more likely to leave school by 

year 11 – more than twice the rate of other students. 

• Students from regional and rural areas are more likely to leave school early. 

• Students from government schools, compared to non-government schools, are more 

likely to leave early.   
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Background factors such as father’s occupational status or coming from a 
non-English speaking background only had a small impact on the likelihood 
of becoming unemployed, other factors equal. Nevertheless, it seems that 
people from a lower socioeconomic background, non-metropolitan areas or 
non-English speaking background are more likely to be unemployed, possibly 
because of lack of access to resources which help find jobs. (ACER, 2000, p. 
5) 

 

In short, the LSAY research suggests a similar relationship between human capital, education 

and labour market trends to those described by Carneiro and Heckman (2005) in the United 

States. Unfortunately, apart from a few attitudinal questions, LSAY does not collect any data 

on non-cognitive skills (PK traits). The omission of non-cognitive skills prevents the ability 

of the dataset to provide insights into the relative contribution of the two factors to academic 

achievement, including the successful development of cognitive skills (that is, the 

contribution of traits such as self-esteem, confidence, responsibility and perseverance in 

developing quality numeracy and literacy skills). This represents a significant weakness in 

the LSAY project and is likely to explain the strong emphasis on cognitive skills (numeracy 

and literacy) in policy recommendations to improve educational achievement, earnings, and 

labour market status (as evidenced by the policy recommendations in the NRA discussed in 

8.3). The inclusion of additional questions on PK in LSAY, similar to questions that measure 

self-esteem, self-efficacy, and locus of control in the US National Longitudinal Survey of 

Youth (NLSY) and HILDA Survey, would allow for a more detailed understanding of the 

factors influencing educational attainment, earnings, and LMS in Australia.  

 

The Australian Bureau of Statistics (ABS) also collects data on education and training, 

including the Adult Literacy and Life Skill Survey (ALLS), Early Years Survey, and 

Longitudinal Survey of Australian Children (LSAC) (see: www.abs.gov.au). The intention of 

the surveys is to better understand how early development factors affect later outcomes in life 

such as academic achievement. Unfortunately, like LSAY, the surveys collect little data on 
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non-cognitive skills (personality traits), focusing instead on cognitive skills and demographic 

information, which weakens the usefulness of the data for applied research.   

 

There is also a need for researchers and policy makers to reach a clearer consensus on how to 

measure PK. As discussed in the Literature Review, research in economics on PK has been 

hampered by the use of many different traits and different names for those traits. The use of 

the core self-evaluations construct in this study indicates one possible framework that could 

be used for future research, and a starting point for discussions.    

 

The United States research on the significance of PK not only highlights a significant 

weakness in the LSAY program but also raises concerns about recent education policies in 

Australia. For example, the Western Australian Government has made enrolment at school 

until age 17 (the completion of year 12) compulsory for students as of 2008 (Ravlich, 2005). 

In doing so, students who would previously have left school early are required to complete a 

secondary qualification, making them equivalent to GED recipients in the United States.60 

The research on GED’s in the US would suggest that Australian youth required to complete 

Year 12 may have lower non-cognitive skills (traits such as persistence, dependability, 

reliability and self-discipline) that are likely to result in poorer labour market outcomes and 

earnings despite completing Year 12. Policy initiatives to improve cognitive skills (numeracy 

and literacy) by completing year 12 may therefore not have the desired longer term benefits 

unless it can be demonstrated that the compulsory completion of Year 12 will also boost non-

cognitive skills (PK). 

 

 

                                                 
60 Under this new system students will be able to engage in a range of education, training or community and employment 
based activities.  
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9.8.5) The implications of this research 

The findings of this study provide additional support to other research regarding the 

importance of PK. The study found that PK is an important variable influencing wellbeing 

and LMS. People who are unemployed/NILF or who move in and out of employment have 

significantly lower levels of PK than those who remain employed. At the same time, changes 

in LMS have only a small impact on PK, suggesting a person’s core self-evaluations are 

largely shaped by factors such as family environment, education and work not explicitly 

included in this analysis. Individuals are likely to be predisposed to a greater risk of being 

unemployment/NILF as a result of the cognitive and non-cognitive skills formed during 

youth. While the effect of PK on educational achievement and earnings has not been 

explored in this thesis, the results of the LMS equation clearly showed that lower levels of 

educational achievement increases the likelihood of being unemployed/NILF. If poorer 

educational achievement results in lower earnings as predicted, this may also contribute to 

stronger feelings of financial deprivation (LAMBs) during adult life, which the (cross 

sectional) results of this study suggests will additionally impact on wellbeing and LMS.  

 

In terms of the stated goals of the New Reform Agenda to boost human capital and labour 

force participation, the discussion so far suggests the policies would be more effective if 

programs sought to also improve PK as well as human capital skills. Policies to be 

considered should include those recommended by the Californian Task Force.  

 

9.9) Policy issues relating to LAMBs 

Similar to PK, this study revealed that there are significant differences in the level of latent 

and manifest benefits between people who are employed and unemployed/NILF. Stress 

associated with perceptions of financial deprivation, less social support, time structure, 
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meaningful activities, and social status are associated with poorer wellbeing, which 

contributes to LMS. Changes in social support in particular are correlated with transitioning 

from employment to unemployment/NILF. However, the results of the mediation test also 

showed that the LAMBs variables only transmit a small part of a change in LMS onto 

wellbeing, suggesting that factors shaping LAMBs other than LMS, such as family, 

educational experiences and environment are likely to affect wellbeing and hence LMS.  

 

The finding of this research that increased levels of social support and time structure are 

associated with higher wellbeing suggests unemployed people with more structured activity 

and social contact will have a better chance of obtaining employment compared to those with 

a lower level of activity and support. Ganley (2004) points out that this “supports the 

Government's mutual obligation approach, whereby jobseekers aged 18 to 49 take part in an 

activity in order to improve job prospects and contact with the community.” The ‘rapid 

connect’ policy whereby individuals are linked up to a job network agency at the time of 

applying for benefits will provide support and activities that help maintain wellbeing and 

improve employment prospects.  

 
Attempts through initiatives such as Australians Working Together to 
maintain workforce attachment for older people of workforce age (or to 
increase their social participation where this is not possible) appear 
particularly necessary in view of the greater psychological impacts for older 
people than for youth. The Australians Working Together package combines 
elements of encouragement and requirements. (Ganley, 2004, p. 193) 
 
The concept of these participation planning interviews is consistent with 
Fryer's (1986) agency theory described previously, in which people are seen 
as active agents, striving to set their own goals and control their own situation. 
Customers are encouraged to consider and set goals for participation and 
develop plans to work towards these goals. These principles are important to 
consider in all policy planning, because it is thought that being reliant on 
welfare systems may induce feelings of powerlessness and dependence which 
have a negative psychological impact. (ibid.) 
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A recent project by the Social Policy Research Centre (2006) aimed at developing new 

indicators of living standards in Australia describes the impact of LAMBs on wellbeing. The 

study involved a series of focus group interviews with users of selected welfare services and 

agency staff members. Many of the participants in the focus groups felt that a lack of 

financial resources (financial deprivation) reduced their choices and opportunities in life and 

created interrelated problems such as inadequate housing, limited access to health services, 

poorer nutrition, reduced social participation, lower educational achievement and reduced 

employment opportunities. Education was seen as essential to a decent standard of living, 

and poor educational achievement was the underlying cause of their poverty, not allowing 

them to access decent employment, housing and health care. Poor education was also 

considered to be an important indicator of social exclusion (social status).  

 
Education was also seen as an important way of increasing employment 
prospects and the standard of living generally, although most saw this as 
encompassing more than just formal education, to also include the acquisition 
of life skills such as communication and budgeting. These were important in 
their own right, but could also add value to what could be learnt from formal 
education programs. However, the cost of formal training often put it beyond 
the reach of participants. (Saunders et. al., 2006, p. 36) 

 

Job prospects were reduced by poor psychological and mental health.  

Those who experienced problems with mental health or another form of 
disability (however mild) found inadequate recognition among employers of 
how this constrained them, with many seeing themselves as permanently 
excluded from the labour market. (p. 36) 

 

People from low socio-economic backgrounds also had low aspirations and expectations 

about their future.  

[Participants] had a keen awareness of what they and their families 
(particularly, where relevant, their children) had to go without as a result of 
their circumstances they were in. But they were also wary of setting 
unrealistic expectations for themselves about what is achievable, whilst at the 
same time recognising the many different dimensions that contribute to one’s 
standard of living. (p. 35) 
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Many recognised the limitations of their own educational background and 
wanted to take steps to rectify this, and all placed great emphasis on ensuring 
that their children received an adequate education. Education – defined 
broadly to include all advancements in human capital – was an important 
element of a decent standard of living because it increased the probability of 
finding a decent (well paid and secure) job and this in turn contributed 
additional financial resources and promoted self-esteem. (p. 37) 

 

The results of the project highlight the complex interrelationships between the LAMBs 

variables, PK, and human capital.  

 
… the disadvantages faced by low-income people are multi-dimensional and 
reflect many inter-connected factors that can combine to produce cumulative, 
seemingly intractable problems. This complexity needs to be recognised when 
designing policies to combat poverty and social exclusion, and when assessing 
their impact. (p. 38) 

 

Interestingly, the results of the study highlight the important role played by both PK and 

human capital amongst people from low socio-economic backgrounds. Such individuals 

recognise the importance that poor education and skill levels play in their situation. They also 

expressed low aspirations and expectations regarding the future. PK and LAMBs therefore 

appear to compound each other and research to better understand these affects is needed.  

 

A final point worth noting is that social support is likely to play a critical role in the early 

development of children’s’ PK, as mentioned earlier in 4.8.2. Children who are socially 

isolated may develop a poorer conception of their ability, self-worth, and self-confidence, 

affecting their achievement motivation.  

 

9.10) Career development services 

From a policy perspective, career development services are seen by the Australian 

Government as playing an important role in helping to achieve the outcomes of the National 
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Reform Agenda (outlined in 8.3), including: increased workforce participation (by people on 

welfare, the mature aged, women, and indigenous Australians); increasing the overall level of 

achievement of young people by enhancing skills (such as numeracy and literacy) and 

improving basic skills for life and learning; facilitating the transition of young people from 

school to work or further study, and; assisting adults to develop new skills for productive 

working lives. The results of this research, which highlights the importance of healthy 

wellbeing, PK, and LAMBs in influencing LMS and productivity, reinforces the important 

role career development services can play in promoting these outcomes. By facilitating better 

informed decision-making regarding education and career choices, career development 

services are expected to generate economic benefits such as: 

• greater resource allocation efficiency between the supply of labour and demand for 

labour by better matching the skills of individuals with the skills needed by employers;  

• supplying labour market information that improves the transparency and flexibility of the 

market; 

• reducing frictional unemployment by reducing the amount of time spent in job search 

activities and filling vacancies more quickly;  

• reducing structural unemployment by identifying areas of skills shortages and 

encouraging people to acquire those skills; 

• promoting human capital development by providing information on skills needed for any 

given career path.  

• increasing workforce participation by re-stimulating ‘discouraged workers’ to become 

active in the labour market, raising awareness of career paths and matching 

skills/interests to occupations  (see: OECD, 2004; Bysshe et al., 2002) 
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This last point is particularly relevant to one of the unusual findings of this research. The 

longitudinal results showed that individuals transitioning from unemployed/NILF to 

employed experienced a decline in their PK as a result of re-entering the workforce. A 

possible explanation for this is that unemployed workers who obtain positions that are poorly 

matched to their interests or which they do not expect to be satisfying (for example, because 

of a low wage rate), may have a damaging effect on their sense of self-worth. Career 

development services that are able to better match interests and skills of job-seekers with 

employment would be expected to help minimise this negative effect.  

 

Another important benefit of career development services is that many of the current policies 

and programs, as well as improving human capital, are also likely to help build PK. 

Examples of services include: 

• The Australian Blueprint for Career Development (ABCD) – Currently being trialled in 

Australia, the ABCD is “a framework for creating, strengthening and evaluating career 

development programs and products for young people and adults”. 

 
It responds to the rapidly changing nature of work in the 21st century, where 
jobs for life are being replaced by more ‘dynamic’ forms of working. In these 
conditions people need to be resilient, adaptive and commit to ongoing learning 
and development” (DEST, 2006) 

 

The ABCD contains eleven competencies designed to support people’s career 

development from childhood to adulthood. The first competency is “Build and maintain a 

positive self-image” (that is, build PK); Many of the other competencies are directed at 

improving personal skills (such as the ability to interact positively and effectively with 

others) and resiliency skills - the ability to cope with change, including unemployment or 

career changes, across the lifespan. “Personal resilience (a composite of self-esteem, 
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optimism, and perceived control) [is] related to higher levels of change acceptance.” (PK) 

(Wanberg and Banas, p. 2000)  

• The Real Game (TRG) Series – TRG is a series of six career and life skills programs for 

youth aged 8 to 18, originating in Canada. One of the stated goals of the series is to build 

the self-esteem of participants (that is, PK).  

• Steve Waugh presents: Chase Your Dreams – This is an educational resource in which 

Steve Waugh interviews six famous Australians about having dreams, setting goals and 

achieving those. The kit is designed to help young people develop career and life skills, 

covering topics such as goal setting, accessing support, perseverance, leadership, and 

teamwork.  

• Career Advice Australia (CAA) – CAA is a national career and transition support 

network for young people aged 13 to 19 years, helping them to make the transition from 

school to work or further study more effectively. The network includes support from 

Local Community Partnerships (LCPs), Regional Industry Careers Advisors (RICAs) and 

National Industry Careers Specialists (NICS). Other elements of the system include the 

myfuture career website, Vocational Education and Training (VET) in schools, and the 

Partnership Outreach Education Model (POEM), which is designed to assist disengaged 

students back into education. “Nationally the programme will assist over 17,000 young 

people aged 13 to 19 years old each year by providing intensive individualised assistance 

and support.” (DEST, 2005). CAA forms networks between educational institutions and 

industries to better match skills, and includes mentoring support for youth at risk of 

dropping out of school. In promoting human capital achievement and labour market 

transitions CAA is also likely to (indirectly) build peoples’ self-esteem, self-confidence 

and sense of responsibility (PK).  
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These career initiatives are expected, on average, to raise the skill levels of individuals, 

leading to increased educational achievement, higher earnings, and increased labour force 

participation. This study suggests that career development programs are also likely to 

increase the productivity of labour by enhancing PK, improving job satisfaction by better 

matching people’s skills and interests to professions, developing resiliency skills that shorten 

the duration of unemployment spells and increase their ability to cope with the stresses 

associated with structural change in the economy.  

 

Despite the positive benefits expected to flow from these policy initiatives, a number of 

points are worth noting. First, although career development initiatives recognise that there are 

benefits in terms of improved PK, the focus is very much upon the benefits of improved 

human capital with little discussion given to the benefits of building PK included in the 

literature. The advantages of improved PK are treated as secondary with most discussion 

based around improvements in skills (as reflected in the New Reform Agenda statement, 

which highlights the need to improve academic performance in numeracy and literacy). This 

suggests a lack of understanding amongst policy makers about the direct benefits of 

improving PK, including improvements in human and social capital as a result of synergies 

with PK. A greater understanding of the importance of PK may facilitate the creation and 

implementation of programs designed specifically to target PK rather than just human capital 

(for example, the integration of self-esteem activities into the school curriculum, as 

recommended by Toward A State Of Esteem).   

 

Secondly, as briefly discussed in Chapter 2, PK may also influence a person’s willingness to 

utilise career services. Individuals with low self-confidence may feel uncomfortable visiting 

information centres or talking to career advisors which hinders their job-search activity. Self-
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esteem also plays an important role in achieving a match between a person and their career 

role. The more self-aware a person is, and the more receptive they are to ‘self-data’, the more 

successful they are likely to be in matching information about alternatives to their character 

and interests (Department of Labour, 2007). There is therefore likely to be a simultaneous 

relationship between PK and career development. Those with healthier PK are more likely to 

access, and benefit from, career development services (and vice versa).  

 

Thirdly, there is a need to expand career development services to assist adult Australians. To 

date, most programs are targeted at Australian youth aged 13 to 19 years. Given that a 

person’s PK is largely formed during youth (up to approximately 17 years of age), the current 

policy of targeting career services at this age group is likely to have significant benefits for 

PK development. However, the malleable nature of PK and fact that career changes occur 

across the entire life-span suggests career development services would also benefit 

Australians older than 19. At present much less assistance is available for older Australians 

trying to make career changes, although they are in some cases able to benefit by also 

accessing services provided to younger Australians (such as the myfuture career guidance 

website).  

 

9.11) Conclusion 

This chapter discussed some of the policy implications of the findings of this research, 

including the implications for macroeconomic and structural reform policy, labour market 

policies for the unemployed, welfare policy, initiatives designed to improve the productivity 

of labour and the role of career development services.  The initial summary of the key 

findings highlighted the point that PK has a significant influence on a person’s wellbeing and 

LMS, and that PK formed during a person’s youth and adolescence strongly influences 
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outcomes such as human capital formation, academic success, employability and future 

earnings. The implications of wellbeing and PK for various policy issues therefore need to be 

appreciated in order to produce the best outcomes of policy initiatives.   

 

The discussion highlighted the need for macroeconomic policy that promotes economic 

stability and low unemployment to minimise the negative effects of job loss. Structural 

reform policy needs to also consider the likely impact it will have on the PK and wellbeing of 

displaced workers and ‘survivors’, which will have implications for the pace of structural 

reform and packages to assist people adversely affected during the transition process.  

 

The discussion also suggested that the outcomes of labour market programs designed to 

assist the unemployed could be improved by the inclusion of personal development training 

to improve PK. This will have benefits such as increasing job search activity, improving 

human capital skills formation and promoting resiliency to cope with the stresses of being 

unemployed.  

 

Welfare programs such as the Australian Government’s Stronger Families and Communities 

Strategy can also benefit from initiatives that target PK and wellbeing. This is particularly 

true of programs that promote healthy family environments that increase the PK of children 

during their formative years.  

 

Career development services can also play an important role in building PK and therefore the 

ability to adapt to changes across the life-span. Programs such as CAA that target young 

people at risk of disengaging from school and the community can play a critical role in 

strengthening PK traits such as self-esteem, confidence and resiliency, which in turn will 
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promote life-long success. Career advice that matches the interests and skills of individuals 

with career paths will also help build PK and produce economic benefits such as lower 

unemployment.  

 

Two other key insights stand out from this discussion. The first is that there is a need for 

greater recognition amongst policy makers of the critical role PK plays in influencing 

outcomes such as human capital formation and academic achievement. Research needs to be 

extended to include PK, and PK needs to be treated as a primary issue of concern rather than 

just a secondary benefit arising from the development of human capital. This is likely to 

generate new and better policy solutions to existing problems such as unemployment and 

poverty. The second key insight is that there are very complex interrelationships between PK, 

the LAMBs variables and human capital. Low PK, which may result from poverty and social 

isolation, can affect human capital formation and therefore life-long wellbeing. As stated 

earlier the disadvantages faced by low-income people are multi-dimensional, cumulative and 

seemingly intractable. These complexities need to be recognised in the design of policies that 

seek to achieve the stated objectives of COAGs new National Reform Agenda. The 

discussion here suggests that initiatives/programs that foster healthier PK are more likely to 

promote greater labour force participation and productivity than policies that just target 

human capital. While more research is needed to understand how PK and human capital can 

be targeted together to achieve better outcomes, it is worth noting that other states (for 

example, California) have begun the process and there are practical policy suggestions 

already on the table worth considering.  
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Chapter 10 

Conclusion 

10.1) Summary 

The purpose of this thesis was to explore the relationship between a person’s LMS and 

wellbeing. It also sought to better understand the role played by an individual’s psychological 

capital in mediating the relationship between LMS and wellbeing. While the existing 

economic and psychological literature clearly shows unemployment has a negative impact on 

psychological health, the simultaneous effect of poor wellbeing on LMS and the role of PK in 

facilitating re-employment are less well understood and needed further investigation.  

 

The thesis combined key concepts from various economic theories of hysteresis and 

psychological theories of unemployment into an ‘integrated theory of labour market status’. 

PK was also included as an explanatory variable. The integrated theory was then tested by 

estimating regression equations for LMS and wellbeing using cross-sectional and longitudinal 

data from the HILDA survey. A case study looking at the benefits of personal development 

training for job seekers was also attempted but discontinued because of practical issues.  

 

10.2) Major findings and their implications 

The applied studies produced a number of important insights that both affirm the results of 

other studies and adds value to the existing body of literature: 

• There are significant differences in the levels of wellbeing, PK, and LAMBs for 

people in different labour market states. On average, employed individuals have 

higher wellbeing, PK, and healthier latent and manifest benefits (particularly levels of 

social support) than those who are unemployed/NILF. 
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• There is a significant simultaneous relationship between LMS and wellbeing. People 

who have higher wellbeing are more likely to be employed, and employment 

contributes to healthier wellbeing. 

• PK is an important factor influencing a person’s wellbeing and therefore LMS. 

Healthier PK contributes to higher wellbeing. 

• PK and LAMBs partially mediate the effects of a change in LMS on wellbeing but the 

transmission effect is very small (less than 5 percent). 

• A person’s wellbeing, and to a lesser extent PK, deteriorates the longer a person 

remains unemployed/NILF, which is likely to make it more difficult for them to re-

enter the labour market. 

• PK appears to be malleable, but a relatively stable trait, not changing significantly 

when people move in and out of employment. This finding, combined with the fact 

that there are significant differences in the level of PK between people in different 

labour market states, suggests that a person’s PK, formed during youth and 

adolescence, may predispose a person to a higher risk of being unemployed once they 

enter the labour market.  

• The finding of this research that PK is malleable, but relatively stable, is important to 

the psychological debate over the extent to which PK can be altered through 

interventions. The results support the use of personal development training and/or 

therapy to assist individuals with poor psychological health.  

 

A number of policy recommendations were discussed relating to these findings. First, human 

capital policies such as the new National Reform Agenda are likely to be more successful if 

they target both human capital skills and PK. Programs that build self-esteem, self-efficacy 

and personal and social responsibility are likely to result in higher educational achievement, 
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earnings, employment outcomes, and socio-economic success. Because family and 

educational environments strongly influence the development of PK, potential policies in 

these areas need to be examined. This will first require a greater recognition of the importance 

of PK as a factor contributing to achievement, and the collection of survey data on PK for 

applied research.  While existing programs such as Career Advice Australia are already likely 

to have a positive influence on PK and levels of social support, the linkage between PK and 

outcomes is still poorly recognised.  

 

Secondly, labour market programs that improve PK as well as human capital are likely to be 

more successful in helping the unemployed back into the labour market. There is solid 

evidence to support the claim that programs incorporating personal development training to 

boost PK do significantly improve the likelihood of re-employment. Economic policy makers 

need to also be more aware of the negative effects that recessions and structural reforms are 

likely to have on PK, such as eroded wellbeing and the hysteresis effect, which point to 

possible policy initiatives that can address these issues.  

 

The need to incorporate PK into economic theory was also discussed. At present there are 

deficiencies in mainstream theory that are likely to reduce the quality of research and policy 

advice because of omitted variable biases. Addressing this problem will require greater 

cooperation between economists and psychologists, as well as opening the door for 

contributions into economics from business schools and other social sciences.  

 

10.3) Limitations of the study 

A number of methodological weaknesses exist in the applied research. First, the study was 

reliant on proxy measures for PK and LAMBs in the HILDA dataset which may have affected 
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the validity of results, particularly for variables found to be insignificant. The ability to use all 

four components of the core self-evaluations construct in measuring PK would perhaps 

demonstrate greater changes in PK in response to changes in LMS. This suggests the need for 

datasets such as HILDA and LSAY to collect more information on personality traits.  

 

Secondly, the longitudinal analysis was restricted to only two waves of data, limiting the 

capacity of the study to examine changes in wellbeing and LMS over time. However, as 

additional waves of HILDA data are released, it will be possible to examine the changes more 

closely and future research should revisit this issue.61  

 

Thirdly, small sample sizes for some categories of unemployment are likely to have weakened 

the quality of the ANOVA results in the cross sectional analysis as the samples may not be 

reflective of the population. Again, as more waves of HILDA data become available, it will 

be possible to revisit these issues and facilitate better quality analysis.   

 

Fourthly, the assumption was made in estimating the structural equations in the cross 

sectional analysis that PK and LAMBs are exogenous. This was a limiting assumption, 

particularly in light of the ANOVA analysis which suggested that PK and LAMBs deteriorate 

with increasing lengths of unemployment. However, the results of the longitudinal study 

found that PK and LAMBs change little in response to a change in LMS. Therefore the 

assumption of exogeneity in the cross sectional analysis may not be problematic (an important 

conclusion for future research on PK. 

 

 

                                                 
61 At the time of submitting this thesis, wave 5 of HILDA data is now also available.  
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10.4) Opportunities for further research 

This study has also highlighted some areas for future research. One area is to evaluate the 

effectiveness of labour market and career development programs that help people regain 

employment. A better understanding of the effect these programs have on both PK and human 

capital would facilitate the improvement of future programs, and as Heckman (2005) points 

out, would facilitate better targeting of treatment programs for people struggling to re-enter 

the labour force. Heckman suggests a detailed cost-benefit analysis of specific activities of 

training programs to better inform course design, which should include an evaluation of the 

courses of different lengths.  

 

It is also unclear from this research to what extent PK and human capital influence the 

formation of each other. Learning new skills is expected to increase the confidence and self-

worth of individuals while increasing PK will facilitate greater skills acquisition. Research on 

this issue may provide insights into the appropriate mix of the training needed to develop both 

capitals.  

 

A third area of research, discussed briefly in Chapter 8, is the likely effects of structural 

adjustment on PK and therefore the productivity of labour. If structural reform does have a 

negative effect on productivity, then policies may need to be modified to minimise the extent 

of damage. This may, for example, involve introducing structural reforms over a longer time 

frame to allow workers to adjust to the new conditions, providing or targeting assistance 

packages at the adverse psychological effects, or educating employers on how to minimise the 

effects of structural change on staff (for example, a ‘best practice in downsizing’ type 

publication).  
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Another important area of research is the role of education, cultural and family environments 

in fashioning PK. Given the strong argument that PK is formed during youth and adolescence, 

understanding how to foster strong PK may help achieve desirable economic outcomes such 

as academic achievement, earnings, labour force participation, and reduced income inequality. 

An understanding of how school environments foster PK may also help explain shifts in 

student enrolments from public to private schools (that is, is there a perception that private 

schools foster PK better than public schools?). Differences in PK may also partially explain 

the observed lower levels of academic achievement amongst indigenous Australians. 

 

Finally, the influence of PK at work needs further exploration. How does PK affect the 

productivity and performance of the organisation? How does the organisational environment 

and structure of the industry impact on PK and the productivity of labour?  Are there 

significant competitive gains to be achieved from hiring staff with different types and levels 

of PK (for example, in a manufacturing industry compared to a service industry)?  

 

As discussed in the Introduction and Literature Review, research that explores the 

significance of psychological variables for economic issues is still in its infancy, and there is 

wide scope for further research between the traditional boundaries of economics and 

psychology. This study demonstrates the significant benefits to be gained by including 

psychological variables in economic models and the risk of omitted variable bias that results 

from treating them as unmeasurable and/or unobservable. It also discredits the Productivity 

Commission’s (2006) recent claim that it would be very difficult to disentangle the effects of 

PK and human capital, and that “data that would support such an analysis are not currently 

available.” (p. 247). Increasingly, datasets such as HILDA that collect psychological, 
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economic, and demographic data are opening up opportunities for more interdisciplinary 

research, which in turn can better inform policy debate and address shortcomings in economic 

theory. 

 

On a more personal note, the author discovered during the course of this study that there are 

significant differences in the way economists and psychologists carry out statistical research. 

In psychology, for example, psychometric tests such as internal consistency reliability, test-

retest reliability, and validity of the measures, as well as tests for mediation effects, 

corelational analysis and the use of ANOVA’s, are commonly used but are largely absent 

from econometrics. Similarly, large scale dataset analyses are much more frequently used in 

economics while psychologists tend to rely more heavily on case studies. Future 

interdisciplinary research will require a better understanding of the differences between 

psychometrics and econometrics and an ability to use a combination of techniques. The 

growth of economic schools in recent times such as socio-economics, economic psychology, 

behavioural economics and political economy highlights an already increasing trend toward 

these more interdisciplinary approaches in the pursuit of the “study of economics as if people 

mattered” (Schumacher, 1973).  
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Attachment 5.1 

 

Descriptive Statistics for Continuous Variables 
 
The following table reports the means, distributions, skewness and kurtosis of each 
continuous variable within the structural equations. The results indicate that each variable is 
approximately normally distributed within the ‘acceptable’ range of skewness and kurtosis 
between + or – 2. The exception is ‘Satisfaction with Children’ which has a distribution more 
peaked than normal (George and Mallery, 2005).  
 
 

Descriptive Statistics 

 N Mean 

Std. 
Error of 
Mean 

Std. 
Deviation Skewness 

Std. Error 
of 

Skewness Kurtosis 

Std. Error 
of 

Kurtosis 
Wellbeing 4356 78.70 0.24 15.62 -1.41 0.04 1.85 0.07 
Experience 
(Years) 4356 22.90 0.16 10.56 0.13 0.04 -0.53 0.07 
Psychological 
Capital 4356 67.71 0.20 13.23 -0.63 0.04 0.14 0.07 
Financial 
Deprivation 4356 53.62 0.19 12.71 0.07 0.04 0.83 0.07 
Social Support 4356 76.95 0.21 14.06 -0.57 0.04 -0.06 0.07 
Time Structure 4356 81.01 0.24 15.87 -0.74 0.04 0.81 0.07 
Social Status 4356 73.35 0.21 14.11 -0.64 0.04 0.53 0.07 
Collective 
Purpose 4356 69.14 0.32 20.90 -0.82 0.04 0.67 0.07 
Job Satisfaction 4356 69.07 0.44 28.81 -1.39 0.04 0.96 0.07 
Satisfaction with 
Children 4356 82.42 0.29 18.83 -1.83 0.04 4.31 0.07 

 
 
 

Wellbeing = measured using the SF-36 Health Survey included in the HILDA self-completion 
questionnaire.  
Experience = years of actual work experience.  
Psychological capital = proxy measure for the core self-evaluations construct based on 
responses to seven questions that gage self-efficacy and locus of control.  
Financial deprivation = an individual’s evaluation of their financial prosperity.  
Social support = an individual’s sense of being supported by others.  
Time structure = the amount of spare time an individual has that they don’t know what to do 
with.  
Social status = an individual’s satisfaction or dissatisfaction with aspects of their lives, such 
as home, employment opportunities, financial situation, an neighbourhood.  
Collective purpose = the degree to which an individual feels part of the community.  
Job satisfaction = Overall measure of a person’s satisfaction with their job. 
Satisfaction with Children = A person’s overall level of satisfaction with their children. 
 
See Chapter 5 for a more detailed description of each of these variables.  
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Attachment 5.2 
 

Comparison of the labour market status composition 
of the HILDA survey with the ABS Labour Force 

Survey  
 
 
The following table compares the composition of labour force data in the 2004 HILDA survey 
with the composition of labour force data in the Australian Bureau of Statistics (ABS) Labour 
Force Survey for 2003-2004. To facilitate a comparison between HILDA and the Labour 
Force Survey statistics, the population is restricted to individuals aged 15 years and over 
(ABS, 2005).  
 
 

Comparison of HILDA and ABS Labour Force Data 
HILDA ABS

Male Female Total Male Female Total
Employed 64.0% 61.9% 63.0% 66.0% 49.6% 57.7%
Unemployed 3.1% 3.6% 3.3% 5.6% 6.0% 5.8%
Not in labour force 33.0% 34.4% 33.6% 28.4% 44.4% 36.5%  

 
 
The table indicates that the HILDA data contains a reasonably comparable sample of 
individuals in each labour market state compared to the ABS survey. The total number of 
employed people is higher in the HILDA survey sample (5.3 percentage points), with 12.3 
percent more females in the HILDA sample in the employed category.  
 
The percentage of total unemployed people in the HILDA survey is 57 percent lower than the 
reported unemployment rate in the Labour Force Survey. However there is less than a 3 
percent difference in the proportion of people not in the labour force in both surveys. 
 
It should be noted that in this study the population is restricted to people aged between 17 and 
65 years of age. Data is not available in the ABS Labour Force Survey to produce a 
comparison table.  
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Attachment 5.3 
 

Construction of the Dependent Variable 
 
 

As stated in Chapter 5, the study compares individuals who are employed (full time or part 
time) with those who are unemployed or ‘not in the labour force’ (NILF). Those who are 
unemployed or NILF are combined into a single category.  
 
The rationale for doing this is similar to that described by the Australian Bureau of Statistics 
(2005), and is depicted in the below diagram.  
 
 

 
Source: ABS, Persons Not in the Labour Force 2004, Cat. No. 6220.0.  
 
The population is divided into two mutually exclusive groups: the labour force (employed and 
unemployed persons) and persons not in the labour force. Persons who are NILF can be 
divided into those who are marginally attached to the labour force and those who are not. 
Individuals are marginally attached if they: 

• Want to work and are actively looking for work but are not available to start work in 
the reference week, or; 
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• Want to work and are not actively looking for work but are available to start work 
within four weeks.  

People are not in the labour force and not marginally attached if they: 
• Do not want to work, or; 
• Want to work but are not actively looking for work and are not available to start work 

within four weeks.  
 
According to the ABS (2005), the main reasons why marginally attached people were not 
actively looking for work were (for males) ‘attending an educational institution’ and ‘own ill 
health or physical disability’. For females, the main reasons for not actively looking for work 
were ‘child care’ and ‘attending an educational institution’. However, there were also a 
significant number of discouraged job-seekers, 65 percent of whom were females. The main 
reasons reported for not actively looking for work by discouraged jobseekers were 
‘considered too old by employers’, ‘lacked necessary schooling, training, skills or experience’ 
and ‘no jobs in locality or line of work’.  
 
Of those persons who are NILF and have no marginal attachment, 83 percent did not want to 
work and 6 percent were not able to work. Those not wanting to work included those with 
‘home duties or child care’, ‘retired or involuntarily inactive’ people and those ‘attending an 
education institution’.  
 
Because this thesis is dealing primarily with the issue of unemployment, those included in the 
sample are ‘Employed Persons’ and ‘Unemployed Persons’ (left side of diagram), as well as 
the NILF marginally attached individuals (i.e.‘discouraged workers’). Persons who are NILF 
and not marginally attached because the are undertaking, for example, home duties, child 
care, or who are studying are omitted.  Persons who are working part-time instead of full-time 
because they are attending school, college, university or establishing their own business are 
also excluded.  
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Attachment 5.4 
 

Test of the functional form for the 2SLS equations 
 
The MacKinnon, White, and Davidson (MWD) test described in Gujarati (2003) has been 
used to choose the most appropriate functional form of the two models (i.e. linear or log-
linear).  
 
Procedure 
The test began with the following null and alternative hypotheses for the LMS equation: 
H0: Linear Model: Y is a linear function of the regressors (X’s). 
H1: Log-Linear Model: lnY is a linear function of the logs of regressors (lnX’s) 
 
The test then carried out the following steps: 
• Step 1: The linear model was estimated to obtain the estimated Y values (called Yƒ). 
• Step 2: The natural logarithm model was estimated to obtain the estimated Y values 

(called lnƒ). 
• Step 3: Obtain Z1 = (lnYƒ - lnƒ)62 
• Step 4: Regress Y on explanatory variables (X’s) and Z1. Reject the null hypothesis if the 

coefficient of Z1 is statistically significant (using the t-test). 
• Step 5: Obtain Z2 = (antilog of lnƒ - lnYƒ). 
• Step 6: Regress lnY on the logs of the X’s and Z2. Reject H1 if the coefficient of Z2 is 

statistically significant.  
 
The same procedure was used to test the functional forms of the wellbeing equation. As 
Gujarati states; 
 

If the linear model is in fact the correct model, the constructed variable Z1 
should not be statistically significant in Step 4, for in that case the estimated Y 
values from the linear model and those estimated from the log-linear model 
(after taking their antilog values for comparative purposes) should not be 
different. The same comment applies to the alternative hypothesis H1. (Gujarati, 
2003, p. 281) 

 
Results 
The MWD test was first applied to the LMS equation, testing the hypothesis that the true 
model is linear. The regression results are presented in Table A5.3.1. The estimated Z1 
coefficient (-1.34) is significantly different from 0, indicating the null hypothesis H0 (LMS is 
a linear function of the regressors (X’s)) should be rejected.  
 
Table A5.3.2 presents the results of step 6. The t score for the Z2 coefficient of 0.09 is 
significantly different from zero, suggesting the alternative hypothesis H1 (lnY is a linear 
function of the log of the regressors (X’s)) should be rejected.  
 
 

                                                 
62 In the case of the LMS equation, steps 3 and 5 didn’t involve the conversion of predicted values to log or anti-log values as 
the predicted Y variable is a dichotomous dummy variable with values of 0 or 1 in both the linear and log-linear models.  
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The results of the MWD test are therefore inconclusive as to the most appropriate functional 
form for the LMS equation. The log-linear functional form is therefore used because the 
coefficients (elasticities) facilitate easier interpretation.   
 
Tables A5.3.3 and A5.3.4 repeat the MWD test for the wellbeing equation. Similar to LMS, 
the results of the test were inconclusive.  The null hypothesis that the wellbeing equation is a 
linear function of the regressors is rejected as the Z1 coefficient is not significantly different 
from zero at the 95 percent confidence level (t = 0.06). The Z2 score in Table A5.3.4, testing 
the alternative hypothesis that the natural log of wellbeing is a function of the logs of the 
explanatory variables, is statistically significant (t = -8.65). Therefore the alternative 
hypothesis is rejected and the linear functional form is most appropriate. 
 
The author has chosen to use the log-linear form for the wellbeing equation to be consistent 
with the LMS equation and to facilitate easier interpretation. The author wishes to note that 
the MWD test results on the equations used at the time of submitting the thesis for 
examination clearly indicated that the log-linear form was most appropriate for both 
equations. However, the inclusion of nine additional (dummy) variables for age and marital 
status in the wellbeing equation (in response to examiner’s feedback) has resulted in the 
inconclusive results.  
 
 

Table 5.3.1) MWD Test of LMS Equation for Functional Form - Linear Regression 
Model 

  Coefficients Std. Error t Sig. 

(Constant) -1.04 0.09 -12.24 0.00 
Wellbeing 0.01 0.00 15.05 0.00 
Health problem/disability -0.16 0.01 -12.42 0.00 
Ed: Postgraduate 0.12 0.02 6.83 0.00 
Ed: Graduate 0.11 0.01 7.87 0.00 
Ed: Bachelor 0.11 0.01 9.93 0.00 
Ed: Diploma 0.08 0.01 6.23 0.00 
Ed: Certificate 3 or 4 0.04 0.01 4.67 0.00 
Ed: Certificate 1 or 2 -0.11 0.04 -2.60 0.01 
Ed: Year 12 0.05 0.01 4.17 0.00 
Experience (Years) 0.01 0.00 21.82 0.00 
Gender 0.00 0.01 -0.04 0.97 
Age 25 to 34 -0.08 0.01 -5.81 0.00 
Age 35 to 44 -0.16 0.02 -9.58 0.00 
Age 45 to 54 -0.29 0.02 -13.94 0.00 
Age 55 to 64 -0.48 0.03 -18.14 0.00 
Aboriginal or Torres Strait Islander -0.14 0.03 -5.34 0.00 
Ethnicity (Non-English background) -0.02 0.01 -1.69 0.09 
Children 14 years or younger -0.05 0.01 -6.47 0.00 
Remoteness - Inner Regional -0.01 0.01 -0.81 0.42 
Remoteness - Outer Regional 0.00 0.01 -0.41 0.68 
Remoteness - Remote -0.03 0.03 -1.07 0.28 
Remoteness - Very Remote -0.03 0.04 -0.73 0.47 
Z1 -1.34 0.08 -16.08 0.00 
Dependent Variable: LMS (Excluding not marginally attached) 
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Table 5.3.2) MWD Test of LMS Equation for Functional Form - Log-Linear 
Regression Model 

  Coefficients Std. Error t Sig. 
(Constant) -1.93 0.11 -17.78 0.00 
Wellbeing 0.54 0.02 24.68 0.00 
Health problem/disability -0.05 0.01 -4.18 0.00 
Ed: Postgraduate 0.08 0.02 4.81 0.00 
Ed: Graduate 0.09 0.01 6.23 0.00 
Ed: Bachelor 0.08 0.01 7.42 0.00 
Ed: Diploma 0.06 0.01 4.65 0.00 
Ed: Certificate 3 or 4 0.04 0.01 4.10 0.00 
Ed: Certificate 1 or 2 -0.09 0.04 -2.12 0.03 
Ed: Year 12 0.03 0.01 3.17 0.00 
Experience (Years) 0.15 0.01 17.95 0.00 
Gender 0.01 0.01 1.47 0.14 
Age 25 to 34 -0.13 0.02 -8.53 0.00 
Age 35 to 44 -0.18 0.02 -9.63 0.00 
Age 45 to 54 -0.24 0.02 -11.05 0.00 
Age 55 to 64 -0.33 0.02 -13.82 0.00 
Aboriginal or Torres Strait Islander -0.08 0.03 -3.09 0.00 
Ethnicity (Non-English background) -0.01 0.01 -1.11 0.27 
Children 14 year and under -0.05 0.01 -6.79 0.00 
Remoteness - Inner Regional -0.01 0.01 -1.03 0.30 
Remoteness - Outer Regional 0.00 0.01 -0.06 0.95 
Remoteness - Remote -0.03 0.03 -1.19 0.23 
Remoteness - Very Remote -0.03 0.04 -0.73 0.47 
Z2 0.09 0.03 3.26 0.00 
Dependent variable: LMS     
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Table 5.3.3) MWD Test of Welbeing Equation for Functional Form - Linear 
Regression Model 

  Coefficients Std. Error t Sig. 
(Constant) 35.16 2.43 14.47 0.00 
LMS  3.16 0.56 5.64 0.00 
Health problem/disability -10.35 0.51 -20.25 0.00 
Age 25 to 34 -0.38 0.56 -0.68 0.50 
Age 35 to 44 -0.15 0.59 -0.25 0.80 
Age 45 to 54 -1.14 0.62 -1.84 0.07 
Age 55 to 64 -0.92 0.71 -1.31 0.19 
Psychological Capital 0.35 0.02 20.82 0.00 
Financial Deprivation -0.06 0.01 -4.30 0.00 
Social Support 0.15 0.01 11.14 0.00 
Time Structure 0.00 0.01 0.11 0.91 
Collective Purpose  -0.01 0.01 -1.81 0.07 
Social Status  0.15 0.01 10.23 0.00 
Meaningful Activities  1.29 0.32 4.07 0.00 
Married 1.03 0.48 2.14 0.03 
Defacto -0.09 0.53 -0.18 0.86 
Separated -2.00 0.91 -2.20 0.03 
Divorced -0.94 0.76 -1.24 0.21 
Widowed -0.35 1.50 -0.24 0.81 
Z1 0.65 11.54 0.06 0.96 
Dependent Variable: Wellbeing (%) 

 
 

 
Table 5.3.4) MWD Test of Wellbeing Equation for Functional Form - Log-Linear 

Regression Model 
  Coefficients Std. Error t Sig. 
(Constant) 2.31 0.15 15.07 0.00 
LMS  0.09 0.01 9.61 0.00 
Health problem/disability -0.21 0.01 -23.66 0.00 
Age 25 to 34 -0.02 0.01 -1.85 0.06 
Age 35 to 44 -0.01 0.01 -1.13 0.26 
Age 45 to 54 -0.03 0.01 -3.18 0.00 
Age 55 to 64 -0.03 0.01 -2.82 0.00 
Psychological Capital 0.41 0.02 23.24 0.00 
Financial Deprivation -0.02 0.01 -2.19 0.03 
Social Support 0.19 0.02 12.36 0.00 
Time Structure 0.02 0.01 2.06 0.04 
Collective Purpose  -0.01 0.01 -1.24 0.21 
Social Status  0.25 0.02 13.42 0.00 
Meaningful Activities  0.04 0.01 6.84 0.00 
Married 0.00 0.01 0.47 0.64 
Defacto -0.01 0.01 -1.02 0.31 
Separated -0.05 0.01 -3.44 0.00 
Divorced -0.04 0.01 -3.39 0.00 
Widowed -0.06 0.02 -2.54 0.01 
Z2 -1.64 0.23 -7.15 0.00 
Dependent Variable: Wellbeing (lnSF36) 
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Attachment 5.5 Cross Section Results for Labour  
Market Status Equation (LPM) 

 
 
 

Regression Results - Males and Females Combined 
 
  Descriptive Statistics  
 

  Mean Std. Deviation N 
LMS (Excluding not 
marginally attached) .91 .289 6345 

Wellbeing 4.3386228 .17224386 6345 
Health condition affecting 
ability to work .11 .310 6345 

Ed: Postgraduate .04 .202 6345 
Ed: Graduate .07 .251 6345 
Ed: Bachelor .16 .371 6345 
Ed: Diploma .10 .294 6345 
Ed: Certificate 3 or 4 .22 .417 6345 
Ed: Certificate 1 or 2 .01 .080 6345 
Ed: Year 12 .14 .348 6345 
Currently studying .10 .294 6345 
Experience 2.7621 .78326 6345 
Gender .51 .500 6345 
Age 25 to 34 .23 .420 6345 
Age 35 to 44 .30 .458 6345 
Age 45 to 54 .25 .434 6345 
Age 55 to 64 .12 .329 6345 
Aboriginal or Torres Strait 
Islander .02 .123 6345 

Ethnicity (English not first 
language) .08 .277 6345 

Q1 Any children aged 14 
or less .41 .491 6345 

Remoteness - Inner 
Regional .24 .429 6345 

Remoteness - Outer 
Regional .11 .317 6345 

Remoteness - Remote .02 .131 6345 
Remoteness - Very 
Remote .01 .073 6345 

 
 

Model Summary 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .470(a) .220 .218 .256 
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ANOVA 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 116.902 23 5.083 77.726 .000(a) 
Residual 413.346 6321 .065     

1 

Total 530.248 6344      
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 Coefficients 
 

Unstandardized 
Coefficients 

Standardized 
Coefficients Collinearity Statistics 

Model   B Std. Error Beta t Sig. Tolerance VIF 
(Constant) -1.743 .094  -18.566 .000   
Wellbeing .557 .021 .332 25.918 .000 .752 1.329
Health condition affecting 
ability to work -.037 .012 -.039 -3.131 .002 .781 1.280

Ed: Postgraduate .081 .017 .056 4.706 .000 .866 1.155
Ed: Graduate .086 .014 .074 6.112 .000 .832 1.203
Ed: Bachelor .074 .010 .095 7.054 .000 .683 1.465
Ed: Diploma .055 .012 .056 4.458 .000 .790 1.265
Ed: Certificate 3 or 4 .037 .009 .053 3.900 .000 .662 1.511
Ed: Certificate 1 or 2 -.095 .041 -.026 -2.334 .020 .978 1.023
Ed: Year 12 .034 .011 .041 3.097 .002 .710 1.409
Currently studying -.020 .011 -.020 -1.790 .073 .968 1.033
Experience .147 .008 .399 17.856 .000 .247 4.043
Gender .007 .007 .013 1.096 .273 .898 1.113
Age 25 to 34 -.130 .015 -.189 -8.435 .000 .247 4.055
Age 35 to 44 -.184 .019 -.291 -9.646 .000 .135 7.390
Age 45 to 54 -.236 .021 -.355 -11.048 .000 .119 8.372
Age 55 to 64 -.331 .024 -.376 -13.698 .000 .163 6.125
Aboriginal or Torres Strait 
Islander -.069 .026 -.029 -2.610 .009 .984 1.016

Ethnicity (English not first 
language) -.013 .012 -.012 -1.076 .282 .950 1.052

Q1 Any children aged 14 
or less -.048 .007 -.082 -6.605 .000 .805 1.242

Remoteness - Inner 
Regional -.007 .008 -.010 -.865 .387 .907 1.103

Remoteness - Outer 
Regional .001 .011 .001 .057 .955 .915 1.093

Remoteness - Remote -.027 .025 -.012 -1.094 .274 .981 1.019

1 

Remoteness - Very 
Remote -.034 .044 -.009 -.770 .441 .994 1.007
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LMS equation results - males 
 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
LMS (Excluding not 
marginally attached) .94 .245 3247 

Wellbeing 4.3528932 .16822785 3247 
Health condition affecting 
ability to work .11 .308 3247 

Ed: Postgraduate .05 .215 3247 
Ed: Graduate .05 .220 3247 
Ed: Bachelor .15 .358 3247 
Ed: Diploma .09 .286 3247 
Ed: Certificate 3 or 4 .30 .458 3247 
Ed: Certificate 1 or 2 .01 .076 3247 
Ed: Year 12 .13 .336 3247 
Currently studying .09 .290 3247 
Experience 2.8699 .76461 3247 
Gender 1.00 .000 3247 
Age 25 to 34 .23 .422 3247 
Age 35 to 44 .30 .456 3247 
Age 45 to 54 .25 .430 3247 
Age 55 to 64 .13 .339 3247 
Aboriginal or Torres Strait 
Islander .01 .113 3247 

Ethnicity (English not first 
language) .08 .270 3247 

Q1 Any children aged 14 
or less .39 .489 3247 

Remoteness - Inner 
Regional .24 .425 3247 

Remoteness - Outer 
Regional .11 .317 3247 

Remoteness - Remote .02 .131 3247 
Remoteness - Very 
Remote .01 .072 3247 

 
 

 
 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .418(a) .175 .169 .224 
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ANOVA 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 34.237 22 1.556 31.103 .000(a) 
Residual 161.310 3224 .050     

1 

Total 195.547 3246      
 

 
 
 

 
  

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) -1.205 .117  -10.309 .000   
  Wellbeing .453 .026 .310 17.124 .000 .780 1.282
  Health condition affecting 

ability to work -.062 .014 -.077 -4.307 .000 .795 1.258

  Ed: Postgraduate .061 .020 .053 2.997 .003 .819 1.222
  Ed: Graduate .064 .020 .057 3.266 .001 .827 1.210
  Ed: Bachelor .048 .014 .071 3.526 .000 .640 1.563
  Ed: Diploma .028 .016 .033 1.778 .076 .765 1.308
  Ed: Certificate 3 or 4 .020 .011 .038 1.838 .066 .604 1.656
  Ed: Certificate 1 or 2 -.048 .052 -.015 -.919 .358 .973 1.028
  Ed: Year 12 .017 .014 .024 1.225 .221 .686 1.458
  Currently studying -.012 .014 -.014 -.865 .387 .949 1.054
  Experience .117 .013 .364 9.264 .000 .166 6.025
  Age 25 to 34 -.127 .020 -.218 -6.207 .000 .207 4.820
  Age 35 to 44 -.178 .027 -.332 -6.663 .000 .103 9.696
  Age 45 to 54 -.229 .031 -.401 -7.378 .000 .086 11.571
  Age 55 to 64 -.303 .035 -.419 -8.620 .000 .108 9.256
  Aboriginal or Torres Strait 

Islander -.044 .035 -.020 -1.248 .212 .988 1.012

  Ethnicity (English not first 
language) .013 .015 .015 .897 .370 .945 1.059

  Q1 Any children aged 14 
or less .000 .009 .000 -.014 .989 .820 1.219

  Remoteness - Inner 
Regional .000 .010 .001 .044 .965 .898 1.114

  Remoteness - Outer 
Regional -.022 .013 -.028 -1.691 .091 .910 1.099

  Remoteness - Remote -.005 .030 -.003 -.167 .867 .977 1.023
  Remoteness - Very 

Remote .018 .055 .005 .323 .747 .993 1.007

a  Dependent Variable: LMS (Excluding not marginally attached) 
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LMS equation results - females 
 
  

Descriptive Statistics 
 

  Mean Std. Deviation N 
LMS (Excluding not 
marginally attached) .88 .326 3098 

Wellbeing 4.3236661 .17513814 3098 
Health condition affecting 
ability to work .11 .312 3098 

Ed: Postgraduate .04 .187 3098 
Ed: Graduate .08 .278 3098 
Ed: Bachelor .18 .384 3098 
Ed: Diploma .10 .302 3098 
Ed: Certificate 3 or 4 .15 .353 3098 
Ed: Certificate 1 or 2 .01 .084 3098 
Ed: Year 12 .15 .360 3098 
Currently studying .10 .299 3098 
Experience 2.6491 .78675 3098 
Gender .00 .000 3098 
Age 25 to 34 .23 .418 3098 
Age 35 to 44 .31 .461 3098 
Age 45 to 54 .26 .439 3098 
Age 55 to 64 .11 .317 3098 
Aboriginal or Torres Strait 
Islander .02 .132 3098 

Ethnicity (English not first 
language) .09 .284 3098 

Q1 Any children aged 14 
or less .42 .494 3098 

Remoteness - Inner 
Regional .25 .432 3098 

Remoteness - Outer 
Regional .11 .316 3098 

Remoteness - Remote .02 .131 3098 
Remoteness - Very 
Remote .01 .074 3098 

 
 
 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .507(a) .257 .252 .282 
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ANOVA 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 84.687 22 3.849 48.330 .000(a) 
Residual 244.921 3075 .080     

1 

Total 329.608 3097      
 

 
Coefficients(a) 

 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) -2.189 .148  -14.820 .000   
  Wellbeing .650 .034 .349 19.161 .000 .728 1.373
  Health condition affecting 

ability to work -.015 .019 -.015 -.817 .414 .758 1.319

  Ed: Postgraduate .090 .029 .052 3.129 .002 .892 1.121
  Ed: Graduate .101 .020 .086 5.018 .000 .830 1.205
  Ed: Bachelor .093 .016 .109 5.860 .000 .696 1.436
  Ed: Diploma .082 .019 .076 4.381 .000 .801 1.249
  Ed: Certificate 3 or 4 .063 .016 .068 3.797 .000 .759 1.317
  Ed: Certificate 1 or 2 -.138 .061 -.035 -2.259 .024 .979 1.021
  Ed: Year 12 .054 .017 .059 3.236 .001 .725 1.380
  Currently studying -.036 .017 -.033 -2.086 .037 .975 1.026
  Experience .153 .011 .370 13.528 .000 .323 3.097
  Age 25 to 34 -.106 .023 -.135 -4.496 .000 .267 3.750
  Age 35 to 44 -.146 .028 -.206 -5.210 .000 .155 6.459
  Age 45 to 54 -.194 .031 -.262 -6.353 .000 .143 7.015
  Age 55 to 64 -.295 .035 -.286 -8.495 .000 .213 4.701
  Aboriginal or Torres Strait 

Islander -.077 .039 -.031 -1.976 .048 .973 1.027

  Ethnicity (English not first 
language) -.036 .018 -.031 -1.939 .053 .950 1.053

  Q1 Any children aged 14 
or less -.089 .012 -.135 -7.505 .000 .751 1.332

  Remoteness - Inner 
Regional -.016 .012 -.021 -1.315 .189 .910 1.099

  Remoteness - Outer 
Regional .024 .017 .023 1.417 .156 .915 1.093

  Remoteness - Remote -.042 .039 -.017 -1.084 .279 .980 1.021
  Remoteness - Very 

Remote -.082 .069 -.019 -1.185 .236 .990 1.010

a  Dependent Variable: LMS (Excluding not marginally attached) 
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Attachment 5.6 Cross Section Results for  
LMS Equation (Two Stage Logit Model) 

 
Logistic Regression for LMS – Males and Females Combined 

 
  
 

Case Processing Summary 
 

Unweighted Cases(a) N Percent 
Included in Analysis 6467 100.0 
Missing Cases 0 .0 

Selected Cases 

Total 6467 100.0 
Unselected Cases 0 .0 
Total 6467 100.0 

 
 
 

Omnibus Tests of Model Coefficients 
 

  Chi-square df Sig. 
Step 1184.171 23 .000
Block 1184.171 23 .000

Step 1 

Model 1184.171 23 .000
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Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
HealthCondition -.516 .131 15.464 1 .000 .597
Postgraduate 1.447 .358 16.299 1 .000 4.252
Graduate 1.408 .276 25.974 1 .000 4.086
Bachelor .966 .164 34.592 1 .000 2.627
Diploma .734 .195 14.230 1 .000 2.083
Certificate3or4 .482 .134 12.875 1 .000 1.619
Certificate1or2 -.308 .426 .523 1 .469 .735
Year12 .225 .138 2.656 1 .103 1.253
Studying -.534 .139 14.766 1 .000 .586
Gender .043 .103 .171 1 .679 1.044
Age25to34 -.027 .158 .029 1 .864 .973
Age35to44 -.383 .191 4.035 1 .045 .682
Age45to54 -1.151 .228 25.466 1 .000 .316
Age55to64 -2.949 .296 99.413 1 .000 .052
ATSI -.555 .269 4.250 1 .039 .574
Ethnicity -.317 .155 4.151 1 .042 .728
ChildrenUnder14 -.666 .107 38.403 1 .000 .514
InnerRegional -.002 .115 .000 1 .984 .998
OuterRegional .051 .147 .122 1 .727 1.053
Remote -.176 .395 .199 1 .656 .838
VeryRemote -.461 .648 .508 1 .476 .630
WellbeingProxy .090 .005 288.587 1 .000 1.094
Experience .116 .008 212.766 1 .000 1.123

Step 
1(a) 

Constant -5.842 .430 184.993 1 .000 .003
a  Variable(s) entered on step 1: HealthCondition, Postgraduate, Graduate, Bachelor, Diploma, Certificate3or4, 
Certificate1or2, Year12, Studying, Gender, Age25to34, Age35to44, Age45to54, Age55to64, ATSI, Ethnicity, 
ChildrenUnder14, InnerRegional, OuterRegional, Remote, VeryRemote, WellbeingProxy, Experience. 
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Logistic Regression - Males 
 
  
 

Case Processing Summary 
 

Unweighted Cases(b) N Percent 
Included in Analysis 3296 100.0 
Missing Cases 0 .0 

Selected Cases(a) 

Total 3296 100.0 
Unselected Cases 0 .0 
Total 3296 100.0 

 
 
 
  

Model Summary 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 1251.959 .136 .333
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 Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
HealthCondition -.615 .200 9.441 1 .002 .541
Postgraduate 1.876 .528 12.626 1 .000 6.529
Graduate 1.810 .576 9.889 1 .002 6.111
Bachelor .984 .281 12.233 1 .000 2.676
Diploma .654 .336 3.793 1 .051 1.923
Certificate3or4 .292 .207 1.986 1 .159 1.339
Certificate1or2 .264 .664 .159 1 .690 1.303
Year12 .072 .236 .094 1 .759 1.075
Studying -.646 .223 8.374 1 .004 .524
Age25to34 -.709 .270 6.907 1 .009 .492
Age35to44 -1.831 .374 23.975 1 .000 .160
Age45to54 -3.700 .496 55.659 1 .000 .025
Age55to64 -6.133 .664 85.330 1 .000 .002
ATSI -.446 .487 .839 1 .360 .640
Ethnicity .102 .284 .129 1 .719 1.107
ChildrenUnder14 .181 .184 .968 1 .325 1.199
InnerRegional .028 .196 .021 1 .886 1.028
OuterRegional -.360 .221 2.646 1 .104 .698
Remote .632 .857 .544 1 .461 1.882
VeryRemote -.080 1.297 .004 1 .951 .923
WellbeingProxy .088 .008 111.688 1 .000 1.092
Experience .175 .017 109.154 1 .000 1.192

Step 
1(a) 

Constant -5.481 .687 63.725 1 .000 .004
 

 
 

Logistic Regression - Females 
 
  

Case Processing Summary 
 

Unweighted Cases(b) N Percent 
Included in Analysis 3171 100.0 
Missing Cases 0 .0 

Selected Cases(a) 

Total 3171 100.0 
Unselected Cases 0 .0 
Total 3171 100.0 

 
 
 

Omnibus Tests of Model Coefficients 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 1807.819(a) .209 .378

 
 
 

Variables in the Equation 
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  B S.E. Wald df Sig. Exp(B) 
HealthCondition -.473 .183 6.705 1 .010 .623
Postgraduate 1.433 .506 8.024 1 .005 4.190
Graduate 1.354 .316 18.359 1 .000 3.872
Bachelor 1.116 .210 28.329 1 .000 3.052
Diploma 1.004 .256 15.362 1 .000 2.729
Certificate3or4 .693 .189 13.490 1 .000 2.001
Certificate1or2 -.678 .558 1.472 1 .225 .508
Year12 .446 .177 6.351 1 .012 1.562
Studying -.553 .185 8.915 1 .003 .575
Age25to34 .291 .209 1.942 1 .163 1.337
Age35to44 .078 .239 .106 1 .745 1.081
Age45to54 -.474 .274 2.995 1 .084 .623
Age55to64 -2.053 .347 35.007 1 .000 .128
ATSI -.533 .342 2.433 1 .119 .587
Ethnicity -.469 .195 5.804 1 .016 .626
ChildrenUnder14 -1.103 .147 56.399 1 .000 .332
InnerRegional -.087 .146 .350 1 .554 .917
OuterRegional .392 .205 3.650 1 .056 1.479
Remote -.419 .471 .793 1 .373 .658
VeryRemote -.768 .774 .985 1 .321 .464
WellbeingProxy .090 .007 155.122 1 .000 1.094
Experience .112 .010 125.141 1 .000 1.118

Step 
1(a) 

Constant -6.130 .587 109.150 1 .000 .002
a  Variable(s) entered on step 1: HealthCondition, Postgraduate, Graduate, Bachelor, Diploma, Certificate3or4, 
Certificate1or2, Year12, Studying, Age25to34, Age35to44, Age45to54, Age55to64, ATSI, Ethnicity, ChildrenUnder14, 
InnerRegional, OuterRegional, Remote, VeryRemote, WellbeingProxy, Experience. 
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Attachment 5.7 Cross Section Results for  
Wellbeing Equation 

 
  

Males and females combined 
 
  
 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Wellbeing 4.3431 .25109 6689 
LMS (Excluding not 
marginally attached) .89 .312 6689 

Health problem/disability .17 .373 6689 
Gender .51 .500 6689 
Age 25 to 34 .23 .418 6689 
Age 35 to 44 .29 .453 6689 
Age 45 to 54 .24 .427 6689 
Age 55 to 64 .12 .321 6689 
Psychological Capital 4.3338 .22040 6689 
Financial Deprivation 3.94 .269 6689 
Social Support 4.3260 .20553 6689 
Time Structure 4.34 .252 6689 
Collective Purpose 4.19 .382 6689 
Social Status 4.3070 .18886 6689 
Meaningful Activities .38 .486 6689 
Married .53 .499 6689 
Defacto .15 .360 6689 
Separated .04 .187 6689 
Divorced .06 .245 6689 
Widowed .01 .107 6689 

 
 

  
Model Summary 

 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .595(a) .354 .352 .20211 
 

 
 

ANOVA 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 149.221 19 7.854 192.256 .000(a) 
Residual 272.431 6669 .041     

1 

Total 421.653 6688      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 1.454 .105  13.853 .000   
  LMS (Excluding not 

marginally attached) .056 .009 .070 6.576 .000 .854 1.171

  Health problem/disability -.169 .007 -.252 -24.863 .000 .947 1.056
  Gender .032 .005 .064 6.289 .000 .928 1.077
  Age 25 to 34 -.013 .009 -.021 -1.360 .174 .407 2.454
  Age 35 to 44 -.008 .010 -.015 -.867 .386 .319 3.138
  Age 45 to 54 -.024 .010 -.041 -2.377 .017 .326 3.064
  Age 55 to 64 -.025 .012 -.032 -2.172 .030 .443 2.255
  Psychological Capital .320 .014 .281 23.592 .000 .685 1.460
  Financial Deprivation -.033 .010 -.036 -3.244 .001 .802 1.247
  Social Support .172 .015 .141 11.688 .000 .666 1.502
  Time Structure .019 .011 .019 1.769 .077 .863 1.159
  Collective Purpose -.007 .007 -.011 -.953 .341 .780 1.282
  Social Status .187 .017 .141 11.319 .000 .628 1.592
  Meaningful Activities .014 .005 .028 2.771 .006 .957 1.045
  Married .010 .008 .021 1.329 .184 .397 2.519
  Defacto -.003 .009 -.004 -.353 .724 .623 1.606
  Separated -.032 .015 -.024 -2.170 .030 .790 1.265
  Divorced -.018 .012 -.018 -1.465 .143 .673 1.487
  Widowed -.012 .024 -.005 -.508 .611 .888 1.126

a  Dependent Variable: Wellbeing 
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Wellbeing equation - males 
 
  
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Wellbeing 4.3598 .23622 3422 
LMS (Excluding not 
marginally attached) .92 .269 3422 

Health problem/disability .17 .373 3422 
Gender 1.00 .000 3422 
Age 25 to 34 .23 .420 3422 
Age 35 to 44 .28 .451 3422 
Age 45 to 54 .23 .424 3422 
Age 55 to 64 .13 .332 3422 
Psychological Capital 4.3398 .21441 3422 
Financial Deprivation 3.94 .269 3422 
Social Support 4.3025 .20877 3422 
Time Structure 4.31 .254 3422 
Collective Purpose 4.18 .388 3422 
Social Status 4.3100 .18414 3422 
Meaningful Activities .41 .492 3422 
Married .55 .498 3422 
Defacto .15 .359 3422 
Separated .03 .170 3422 
Divorced .05 .209 3422 
Widowed .00 .051 3422 

 
 
 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .589(a) .347 .343 .19145 
 
 

ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 66.164 18 3.676 100.287 .000(a) 
Residual 124.728 3403 .037    

1 

Total 190.892 3421     
a  Predictors: (Constant), Widowed, Collective Purpose, Age 35 to 44, Health problem/disability, Separated, Divorced, 
Defacto, Meaningful Activities, Time Structure, Financial Deprivation, LMS (Excluding not marginally attached), Age 55 to 
64, Psychological Capital, Age 25 to 34, Social Support, Social Status, Married, Age 45 to 54 
b  Dependent Variable: Wellbeing 
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Coefficients 

 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 1.359 .139  9.743 .000   
  LMS (Excluding not 

marginally attached) .041 .013 .046 3.076 .002 .854 1.171

  Health problem/disability -.142 .009 -.225 -15.744 .000 .943 1.060
  Age 25 to 34 -.012 .012 -.021 -.942 .346 .404 2.478
  Age 35 to 44 -.011 .013 -.021 -.877 .381 .319 3.130
  Age 45 to 54 -.031 .014 -.056 -2.302 .021 .326 3.064
  Age 55 to 64 -.035 .015 -.049 -2.322 .020 .427 2.340
  Psychological Capital .331 .018 .300 18.002 .000 .690 1.450
  Financial Deprivation -.020 .014 -.022 -1.448 .148 .810 1.234
  Social Support .144 .019 .128 7.554 .000 .673 1.486
  Time Structure .040 .014 .043 2.927 .003 .869 1.151
  Collective Purpose -.014 .010 -.023 -1.459 .145 .771 1.297
  Social Status .207 .023 .161 9.178 .000 .622 1.607
  Meaningful Activities .019 .007 .040 2.829 .005 .956 1.046
  Married .015 .010 .032 1.468 .142 .407 2.458
  Defacto .010 .011 .015 .879 .380 .633 1.581
  Separated -.026 .021 -.019 -1.253 .210 .830 1.205
  Divorced .012 .018 .011 .662 .508 .754 1.326
  Widowed -.079 .065 -.017 -1.220 .222 .977 1.024

a  Dependent Variable: Wellbeing 
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Wellbeing equation - Females 
 
  
 

Descriptive Statistics 

  Mean Std. Deviation N 
Wellbeing 4.3255 .26468 3267 
LMS (Excluding not 
marginally attached) .86 .349 3267 

Health problem/disability .17 .374 3267 
Gender .00 .000 3267 
Age 25 to 34 .22 .416 3267 
Age 35 to 44 .29 .455 3267 
Age 45 to 54 .25 .431 3267 
Age 55 to 64 .11 .309 3267 
Psychological Capital 4.3276 .22637 3267 
Financial Deprivation 3.94 .268 3267 
Social Support 4.3506 .19917 3267 
Time Structure 4.36 .246 3267 
Collective Purpose 4.20 .376 3267 
Social Status 4.3038 .19366 3267 
Meaningful Activities .35 .478 3267 
Married .52 .500 3267 
Defacto .15 .361 3267 
Separated .04 .204 3267 
Divorced .08 .276 3267 
Widowed .02 .144 3267 

 
 

 
Model Summary 

 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .601(a) .361 .358 .21210 
 

 
ANOVA 

 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 82.680 18 4.593 102.102 .000(a) 
Residual 146.120 3248 .045     

1 

Total 228.800 3266      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 1.590 .158  10.085 .000   
  LMS (Excluding not 

marginally attached) .066 .012 .087 5.706 .000 .854 1.170

  Health problem/disability -.198 .010 -.279 -19.336 .000 .942 1.061
  Age 25 to 34 -.014 .014 -.022 -.981 .327 .408 2.452
  Age 35 to 44 -.007 .015 -.013 -.505 .614 .315 3.179
  Age 45 to 54 -.017 .015 -.028 -1.116 .264 .323 3.099
  Age 55 to 64 -.015 .018 -.017 -.823 .411 .457 2.190
  Psychological Capital .308 .020 .263 15.426 .000 .676 1.479
  Financial Deprivation -.048 .016 -.049 -3.108 .002 .788 1.269
  Social Support .199 .023 .150 8.764 .000 .671 1.490
  Time Structure -.004 .016 -.003 -.227 .820 .867 1.153
  Collective Purpose .003 .011 .004 .228 .820 .785 1.274
  Social Status .168 .024 .123 6.938 .000 .629 1.591
  Meaningful Activities .010 .008 .017 1.217 .224 .959 1.043
  Married .007 .012 .012 .543 .587 .379 2.639
  Defacto -.016 .013 -.022 -1.212 .226 .604 1.657
  Separated -.036 .021 -.028 -1.714 .087 .746 1.340
  Divorced -.036 .017 -.038 -2.114 .035 .606 1.650
  Widowed -.011 .029 -.006 -.401 .688 .816 1.225

a  Dependent Variable: Wellbeing 
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Attachment 5.8 

Hausman Specification Test for Simultaneity 

 

Introduction 

The following tables present the results of the Hausman Specification Test for a simultaneous 

relationship between LMS and wellbeing in the structural equations (Gujarati, 2003, pp. 753-

756). 

 

Test procedures  

Gujarati (2003) states: 

[T]he simultaneity problem arises because some of the regressors are 
endogenous and are therefore likely to be correlated with the disturbance, or 
error, term. Therefore, a test of simultaneity is essentially a test of whether 
(an endogenous) regressor is correlated with the error term. If it is, the 
simultaneity problem exists, in which case alternatives to OLS must be 
found; If it is not, we can use OLS. To find out which is the case in a 
concrete situation, we can use Hausman’s specification error test (pp.753-
754). 
 

The test begins with the null hypothesis H0: there is no simultaneity between LMS and 

wellbeing. The alternative hypothesis H1 is that there is simultaneity. 

 

The two structural equations for the model are: 

LMSt = α1 + α Wellbeingt + αHuman Capitalt + α Demographicst + μt 

Wellbeingt = β1 + β LMSt + β LAMBst + β PKt +  β Demographicst + β Human Capitalt + et 

 

Because of the possibility of simultaneity between LMS and wellbeing, wellbeing was first 

regressed on the other exogenous variables in the system (human capital, demographics, 
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LAMBs, and PK) to obtain the reduced-form equation. The LMS equation was then estimated 

including the Residual from the reduced form equation as an explanatory variable. The 

following coefficient table shows that at the 5 percent level of significance, the coefficient for 

Residual is statistically significant (t = -23.39), and therefore we do not reject the hypothesis 

of a simultaneous relationship between LMS and wellbeing.  

 

The Hausman test was also used to test whether the LAMBs and PK variables are endogenous 

or exogenous by trying to estimate the reduced form equations for each variable and 

substituting them into the equations. However, the results were inconclusive because the 

predicted values for each variable were very lowly correlated with the original variables, 

making them poor proxies (less than 0.20). The wellbeing equation is potentially composed of 

all endogenous variables, making the calculations impossible. The limiting (and unlikely) 

assumption that PK and LAMBs are exogenous had to be made to continue the analysis. 

Attempts were also made to estimate structural equations for each of the PK and LAMBs 

variables. However it became evident that there was insufficient data in HILDA and a lack of 

theory to guide the process.  

 
 

Model Summary 
  

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .398(a) .158 .155 .266
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ANOVA 

  

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 83.558 23 3.633 51.376 .000(a) 
Residual 443.869 6277 .071     

1 

Total 527.427 6300      
 

 
 

Coefficients 
Unstandardized 

Coefficients 
Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -.828 .133  -6.221 .000
Wellbeing .341 .031 .298 11.190 .000
Health condition 
affecting ability to work -.048 .016 -.052 -3.104 .002

Ed: Postgraduate .094 .018 .066 5.292 .000
Ed: Graduate .092 .015 .080 6.303 .000
Ed: Bachelor .088 .011 .113 8.063 .000
Ed: Diploma .062 .013 .063 4.817 .000
Ed: Certificate 3 or 4 .036 .010 .052 3.667 .000
Ed: Certificate 1 or 2 -.094 .043 -.026 -2.179 .029
Ed: Year 12 .036 .011 .043 3.121 .002
Experience .166 .009 .448 19.352 .000
Gender .009 .007 .016 1.323 .186
Age 25 to 34 -.158 .016 -.229 -9.823 .000
Age 35 to 44 -.226 .020 -.358 -11.393 .000
Age 45 to 54 -.291 .022 -.438 -13.114 .000
Age 55 to 64 -.391 .025 -.445 -15.571 .000
Aboriginal or Torres 
Strait Islander -.082 .028 -.035 -2.969 .003

Ethnicity (English not 
first language) -.016 .012 -.015 -1.300 .194

Q1 Any children aged 
14 or less -.044 .008 -.076 -5.860 .000

Remoteness - Inner 
Regional -.006 .008 -.009 -.774 .439

Remoteness - Outer 
Regional .000 .011 .000 .025 .980

Remoteness - Remote -.020 .026 -.009 -.784 .433
Remoteness - Very 
Remote -.025 .046 -.006 -.538 .590

1 

Residual for Hausman 
test -.259 .035 -.175 -7.404 .000

a  Dependent Variable: LMS (Excluding not marginally attached) 
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Attachment 5.9) Regression Results for Test of  
Mediation Effects 

 
 
5.9.1) Regression: Wellbeing = ƒ(LMS) 
 
   
 
  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .207(a) .043 .043 .24830
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 
  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 19.369 1 19.369 314.160 .000(a) 
Residual 434.839 7053 .062    

1 

Total 454.208 7054     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 
  Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.193 .009  474.649 .000   
  LMS (Excluding not 

marginally attached) .166 .009 .207 17.725 .000 1.000 1.000

a  Dependent Variable: Wellbeing 
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5.9.2) Regression: Psychological capital = ƒ(LMS) 
 
  
 
 
  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .109(a) .012 .012 .21972
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 
  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 4.092 1 4.092 84.757 .000(a) 
Residual 340.482 7053 .048    

1 

Total 344.574 7054     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Psychological Capital 
 
 
 
  Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.265 .008  545.535 .000   
  LMS (Excluding not 

marginally attached) .076 .008 .109 9.206 .000 1.000 1.000

a  Dependent Variable: Psychological Capital 
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5.9.3) Regression: Wellbeing = ƒ(LMS, Psychological capital) 
 

  
 
 
  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .484(a) .234 .234 .22212
a  Predictors: (Constant), Psychological Capital, LMS (Excluding not marginally attached) 
 
 
 
  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 106.282 2 53.141 1077.098 .000(a) 
Residual 347.926 7052 .049    

1 

Total 454.208 7054     
a  Predictors: (Constant), Psychological Capital, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 
  Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 2.039 .052  39.248 .000   
  LMS (Excluding not 

marginally attached) .128 .008 .159 15.122 .000 .988 1.012

  Psychological Capital .505 .012 .440 41.972 .000 .988 1.012
a  Dependent Variable: Wellbeing 
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5.9.4) Regression: Financial deprivation = ƒ(LMS) 
 

  
 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .160(a) .026 .026 .265
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 13.091 1 13.091 186.659 .000(a) 
Residual 495.711 7068 .070    

1 

Total 508.802 7069     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Financial Deprivation 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.062 .009  433.505 .000   
  LMS (Excluding not 

marginally attached) -.136 .010 -.160 -13.662 .000 1.000 1.000

a  Dependent Variable: Financial Deprivation 
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5.9.5) Regression: Wellbeing = ƒ(LMS, Financial Deprivation) 
 
  
  
 
 
  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .294(a) .087 .086 .24265
a  Predictors: (Constant), Financial Deprivation, LMS (Excluding not marginally attached) 
 
 
 
  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 39.482 2 19.741 335.269 .000(a) 
Residual 416.110 7067 .059    

1 

Total 455.592 7069     
a  Predictors: (Constant), Financial Deprivation, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 5.009 .045  111.087 .000   
  LMS (Excluding not 

marginally attached) .139 .009 .173 15.006 .000 .974 1.026

  Financial Deprivation -.201 .011 -.212 -18.423 .000 .974 1.026
a  Dependent Variable: Wellbeing 
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5.9.6) Regression: Social support = ƒ(LMS) 
 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .095(a) .009 .009 .20454
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 2.651 1 2.651 63.359 .000(a) 
Residual 291.988 6979 .042    

1 

Total 294.639 6980     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Social Support 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

Collinearity 
Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.271 .007  585.707 .000   
  LMS (Excluding not 

marginally attached) .062 .008 .095 7.960 .000 1.000 1.000

a  Dependent Variable: Social Support 
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5.9.7) Regression: Wellbeing = ƒ(LMS, Social Support) 
 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .411(a) .169 .169 .23192
a  Predictors: (Constant), Social Support, LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 76.226 2 38.113 708.600 .000(a) 
Residual 375.319 6978 .054    

1 

Total 451.544 6980     
a  Predictors: (Constant), Social Support, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 2.305 .059  39.363 .000    
  LMS (Excluding not 

marginally attached) .138 .009 .172 15.674 .000 .991 1.009

  Social Support .442 .014 .357 32.587 .000 .991 1.009
a  Dependent Variable: Wellbeing 
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5.9.8) Regression: Social Status = ƒ(LMS) 
 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .282(a) .079 .079 .18077
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 19.516 1 19.516 597.224 .000(a) 
Residual 226.394 6928 .033    

1 

Total 245.910 6929     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Social Status 
 
 
 

  Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.156 .007  635.505 .000    
  LMS (Excluding not 

marginally attached) .169 .007 .282 24.438 .000 1.000 1.000

a  Dependent Variable: Social Status 
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5.9.9) Regression: Wellbeing = ƒ(LMS, Social Status) 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .369(a) .136 .136 .23404
a  Predictors: (Constant), Social Status, LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 59.883 2 29.942 546.632 .000(a) 
Residual 379.425 6927 .055    

1 

Total 439.308 6929     
a  Predictors: (Constant), Social Status, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B 
Std. 

Error Beta     Tolerance VIF 
1 (Constant) 2.410 .065  36.958 .000    
  LMS (Excluding not 

marginally attached) .090 .009 .112 9.605 .000 .921 1.086

  Social Status .430 .016 .322 27.651 .000 .921 1.086
a  Dependent Variable: Wellbeing 
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5.9.10) Regression: Meaningful Activities = ƒ(LMS) 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .052(a) .003 .003 .485
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 4.505 1 4.505 19.138 .000(a) 
Residual 1667.947 7086 .235    

1 

Total 1672.451 7087     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Meaningful Activities 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .311 .017  18.134 .000   
  LMS (Excluding not 

marginally attached) .080 .018 .052 4.375 .000 1.000 1.000

a  Dependent Variable: Meaningful Activities 
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5.9.11) Regression: Wellbeing = ƒ(LMS, meaningful activities) 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .223(a) .050 .049 .24807
a  Predictors: (Constant), Meaningful Activities, LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 22.710 2 11.355 184.522 .000(a) 
Residual 436.001 7085 .062    

1 

Total 458.711 7087     
a  Predictors: (Constant), Meaningful Activities, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

Collinearity 
Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.179 .009  466.114 .000   
  LMS (Excluding not 

marginally attached) .163 .009 .203 17.466 .000 .997 1.003

  Meaningful Activities .043 .006 .082 7.081 .000 .997 1.003
a  Dependent Variable: Wellbeing 
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5.9.12) Regression: Collective purpose = ƒ(LMS) 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .079(a) .006 .006 .380
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 6.444 1 6.444 44.737 .000(a) 
Residual 1023.736 7107 .144    

1 

Total 1030.181 7108     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Collective Purpose 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.111 .013  307.149 .000   
  LMS (Excluding not 

marginally attached) .095 .014 .079 6.689 .000 1.000 1.000

a  Dependent Variable: Collective Purpose 
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5.9.13) Regression: Wellbeing = ƒ(LMS, Collective Purpose) 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .243(a) .059 .059 .24685
a  Predictors: (Constant), Collective Purpose, LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 27.147 2 13.573 222.760 .000(a) 
Residual 432.987 7106 .061    

1 

Total 460.134 7108     
a  Predictors: (Constant), Collective Purpose, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 

  Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

Collinearity 
Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 3.839 .033  116.721 .000   
  LMS (Excluding not 

marginally attached) .157 .009 .196 16.974 .000 .994 1.006

  Collective Purpose .086 .008 .129 11.164 .000 .994 1.006
a  Dependent Variable: Wellbeing 
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5.9.14) Regression: Time Structure = ƒ(LMS) 

  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .222(a) .049 .049 .246
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 22.317 1 22.317 368.481 .000(a) 
Residual 429.098 7085 .061    

1 

Total 451.415 7086     
a  Predictors: (Constant), LMS (Excluding not marginally attached) 
b  Dependent Variable: Time Structure 
 
 
 

  Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 4.179 .009  480.595 .000   
  LMS (Excluding not 

marginally attached) .177 .009 .222 19.196 .000 1.000 1.000

a  Dependent Variable: Time Structure 
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5.9.15) Regression: Wellbeing = ƒ(LMS, Time Structure) 
 
 
  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .228(a) .052 .052 .24769
a  Predictors: (Constant), Time Structure, LMS (Excluding not marginally attached) 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 23.849 2 11.924 194.359 .000(a) 
Residual 434.616 7084 .061    

1 

Total 458.465 7086     
a  Predictors: (Constant), Time Structure, LMS (Excluding not marginally attached) 
b  Dependent Variable: Wellbeing 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 3.759 .051  74.091 .000   
  LMS (Excluding not 

marginally attached) .146 .010 .182 15.301 .000 .951 1.052

  Time Structure .104 .012 .103 8.720 .000 .951 1.052
a  Dependent Variable: Wellbeing 
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5.9.16) Regression: Wellbeing = ƒ(LMS, PK, LAMBs) 

   Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .533(a) .284 .283 .21256
a  Predictors: (Constant), Meaningful Activities, LMS (Excluding not marginally attached), Psychological Capital, Collective 
Purpose, Time Structure, Financial Deprivation, Social Support, Social Status 
 
 
 

  ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 119.827 8 14.978 331.500 .000(a) 
Residual 301.826 6680 .045    

1 

Total 421.653 6688     
a  Predictors: (Constant), Meaningful Activities, LMS (Excluding not marginally attached), Psychological Capital, Collective 
Purpose, Time Structure, Financial Deprivation, Social Support, Social Status 
b  Dependent Variable: Wellbeing 
 
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) 1.195 .109  10.962 .000   
  LMS (Excluding not 

marginally attached) .079 .009 .098 8.928 .000 .885 1.129

  Psychological Capital .353 .014 .310 25.059 .000 .701 1.427
  Financial Deprivation -.043 .011 -.045 -3.978 .000 .819 1.220
  Social Support .163 .015 .133 10.682 .000 .686 1.457
  Time Structure .023 .011 .023 2.095 .036 .919 1.089
  Collective Purpose -.014 .008 -.022 -1.887 .059 .795 1.258
  Social Status .224 .017 .169 13.006 .000 .637 1.569
  Meaningful Activities .017 .005 .033 3.141 .002 .966 1.035

a  Dependent Variable: Wellbeing 
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Attachment 6.1 

Hausman Tests for Simultaneity between LMS and 
Wellbeing for Individuals Transitioning between 

Employment and Unemployment/NILF  
 

Similar to Chapter 5 (see Attachment 5.6), the Hausman specification test was used to 

examine whether there is a simultaneous relationship between LMS and wellbeing using the 

longitudinal HILDA data. Tables 6.1.1 provide the test results for individuals transitioning 

from employed to unemployed/NILF, and 6.1.2 lists the results for individuals transitioning 

from unemployed/NILF to employed. The null hypothesis tested is that there is no 

simultaneity between LMS and wellbeing and the alternative hypothesis is that there is 

simultaneity. In both equations, the estimated coefficient for the residual variable was found 

to be statistically insignificant based on the t-statistic.  Therefore, in both cases we reject the 

hypothesis of a simultaneous relationship between LMS and wellbeing.  

 

6.1.1) Test results for individuals transitioning from employed to unemployed/NILF 

 Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .244(a) .059 .055 .21931
 
 

 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 13.979 19 .736 15.298 .000(a) 
Residual 221.624 4608 .048    

1 

Total 235.603 4627     
b  Dependent Variable: Change from employed to unemployed 
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 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) .071 .011  6.787 .000
Age 25-34 -.025 .012 -.045 -2.062 .039
Age 35-44 -.039 .012 -.079 -3.324 .001
Age 45-54 -.038 .012 -.074 -3.170 .002
Age 55-64 .001 .014 .001 .054 .957
Δ Postgraduate .131 .079 .030 1.657 .098
Δ Graduate -.022 .072 -.006 -.306 .760
Δ Bachelor .013 .049 .007 .267 .789
Δ Diploma .043 .070 .011 .619 .536
Δ Cert3or4 -.041 .044 -.017 -.929 .353
Δ Cert1or2 -.106 .064 -.024 -1.651 .099
Δ Year12 .050 .037 .030 1.375 .169
Δ Studying .016 .009 .026 1.776 .076
Region - Inner regional 
Australia .005 .008 .009 .608 .543

Region - Outer regional 
Australia -.003 .011 -.004 -.244 .807

Region - Remote Australia 
-.005 .027 -.003 -.180 .857

Region - Very remote 
Australia .088 .042 .030 2.072 .038

Change LMS from 
employed to unemployed 
W2and3 

.095 .013 .108 7.456 .000

Wellbeing interaction 
variable (change from 
employed to 
unemployed/NILF) 

-.644 .051 -.188 -12.689 .000

1 

Unstandardised Residual .010 .017 .009 .595 .552
a  Dependent Variable: Change from employed to unemployed 
 
 

6.1.2) Test results for individuals transitioning from unemployed/NILF to employed 

 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson

1 .433(a) .187 .167 .43784 1.999
b  Dependent Variable: change from unemployed to employed 
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 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 35.107 20 1.755 9.157 .000(a) 
Residual 152.403 795 .192    

1 

Total 187.510 815     
b  Dependent Variable: change from unemployed to employed 
 
 

 

Coefficients(a) 
 

Model   
Unstandardised 

Coefficients 
Standardized 
Coefficients t Sig. 

    B Std. Error Beta     
1 (Constant) .310 .040  7.754 .000
  Age 25-34 -.073 .048 -.065 -1.508 .132
  Age 35-44 -.036 .047 -.034 -.780 .436
  Age 45-54 -.094 .053 -.073 -1.788 .074
  Age 55-64 -.201 .059 -.131 -3.378 .001
  Δ Postgraduate 1.097 .255 .179 4.305 .000
  Δ Graduate .814 .360 .084 2.259 .024
  Δ Bachelor .624 .144 .213 4.346 .000
  Δ Diploma .363 .180 .079 2.019 .044
  Δ Cert3or4 -.029 .118 -.009 -.249 .804
  Δ Cert1or2 .157 .203 .026 .772 .441
  Δ Year12 .243 .090 .109 2.702 .007
  Δ Studying -.062 .040 -.053 -1.548 .122
  Region - Inner regional 

Australia -.023 .038 -.020 -.612 .541

  Region - Outer regional 
Australia -.045 .045 -.034 -1.018 .309

  Region - Remote Australia 
.054 .112 .016 .484 .628

  Region - Very remote 
Australia -.414 .313 -.043 -1.322 .187

  Δ Psychological Capital .002 .002 .068 .983 .326
  Δ LMS (W2and3) from 

unemployed to employed .338 .034 .324 9.956 .000

  Wellbeing interaction 
variable (change from 
unemployed to employed) 

.353 .135 .103 2.621 .009

  Residuals for Hausman test 
- Unemp to emp -.159 .138 -.080 -1.150 .250

a  Dependent Variable: change from unemployed to employed 
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Attachment 6.2 

LMS (LPM) Regression Results for Individuals 
Transitioning from Unemployed/NILF to Employed 

 
 

A6.2.1) Regression results for change in LMS for males and females transitioning from 
unemployed/NILF to employed 
 

Descriptive Statistics 

  Mean Std. Deviation N 
change from unemployed to 
employed .2001 .40020 1714 

Change in SF-36 (lnW4SF36 - 
lnW3SF36) .0052 .28474 1714 

Wellbeing interation variable 
(change from unemployed to 
employed) 

.0077 .11090 1714 

Change in LMS (W2&3) from 
unemployed to employed .2013 .40108 1714 

FDPostgraduate .0029 .05395 1714 
FDGraduate .0000 .03417 1714 
FDBachelor .0076 .11563 1714 
FDDiploma .0018 .08012 1714 
FDCert3or4 .0029 .09958 1714 
FDCert1or2 .0023 .04827 1714 
FDYear12 -.0082 .10774 1714 
FDStudying .0029 .29093 1714 

 
 

 
Model Summary 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .430(a) .185 .179 .36252 1.919 
 
 

 
ANOVA(b) 

 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 50.684 11 4.608 35.061 .000(a) 
Residual 223.676 1702 .131     

1 

Total 274.360 1713      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .118 .010  11.910 .000   
  Change in SF-36 (lnW4SF36 - 

lnW3SF36) .004 .033 .003 .122 .903 .846 1.182

  Wellbeing interation variable 
(change from unemployed to 
employed) 

.395 .086 .110 4.590 .000 .841 1.189

  Change in LMS (W2&3) from 
unemployed to employed .343 .022 .343 15.573 .000 .986 1.014

  FDPostgraduate 1.472 .225 .198 6.544 .000 .521 1.920
  FDGraduate 1.115 .307 .095 3.631 .000 .697 1.435
  FDBachelor .872 .144 .252 6.038 .000 .275 3.634
  FDDiploma .549 .157 .110 3.497 .000 .485 2.060
  FDCert3or4 .078 .112 .020 .699 .485 .614 1.629
  FDCert1or2 .374 .184 .045 2.033 .042 .971 1.030
  FDYear12 .275 .134 .074 2.055 .040 .368 2.716
  FDStudying -.072 .031 -.053 -2.357 .019 .959 1.043

a  Dependent Variable: change from unemployed to employed 
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A6.2.2) Regression results for change in LMS for males transitioning from 
unemployed/NILF to employed 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
change from unemployed to 
employed .2341 .42387 504 

Change in SF-36 (lnW4SF36 - 
lnW3SF36) .0235 .28981 504 

Wellbeing interation variable 
(change from unemployed to 
employed) 

.0058 .12852 504 

Change in LMS (W2&3) from 
unemployed to employed .2282 .42007 504 

FDPostgraduate .0060 .07700 504 
FDGraduate -.0020 .04454 504 
FDBachelor .0218 .17130 504 
FDDiploma .0020 .11795 504 
FDCert3or4 -.0020 .09968 504 
FDCert1or2 .0020 .04454 504 
FDYear12 -.0198 .16565 504 
FDStudying .0060 .27115 504 

 
 

 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .475(a) .225 .208 .37721 1.943 
 

 

ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 20.367 11 1.852 13.012 .000(a) 
Residual 70.006 492 .142     

1 

Total 90.373 503      
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 Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .130 .019  6.670 .000   
  Change in SF-36 (lnW4SF36 - 

lnW3SF36) -.021 .065 -.014 -.317 .751 .793 1.262

  Wellbeing interation variable 
(change from unemployed to 
employed) 

.235 .147 .071 1.601 .110 .792 1.263

  Change in LMS (W2&3) from 
unemployed to employed .358 .041 .355 8.784 .000 .964 1.037

  FDPostgraduate 1.753 .368 .318 4.758 .000 .352 2.844
  FDGraduate 1.236 .525 .130 2.353 .019 .517 1.934
  FDBachelor 1.050 .250 .424 4.203 .000 .154 6.477
  FDDiploma .471 .267 .131 1.765 .078 .286 3.495
  FDCert3or4 .313 .255 .074 1.230 .219 .440 2.275
  FDCert1or2 .008 .385 .001 .021 .983 .964 1.038
  FDYear12 .449 .229 .175 1.963 .050 .197 5.066
  FDStudying -.125 .063 -.080 -1.992 .047 .972 1.029

a  Dependent Variable: change from unemployed to employed 
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A6.2.3) Regression results for change in LMS for females transitioning from 
unemployed/NILF to employed 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
change from unemployed to 
employed .1860 .38923 1210 

Change in SF-36 (lnW4SF36 - 
lnW3SF36) -.0024 .28238 1210 

Wellbeing interation variable 
(change from unemployed to 
employed) 

.0085 .10273 1210 

Change in LMS (W2&3) from 
unemployed to employed .1901 .39253 1210 

FDPostgraduate .0017 .04064 1210 
FDGraduate .0008 .02875 1210 
FDBachelor .0017 .08133 1210 
FDDiploma .0017 .05750 1210 
FDCert3or4 .0050 .09950 1210 
FDCert1or2 .0025 .04975 1210 
FDYear12 -.0033 .07037 1210 
FDStudying .0017 .29888 1210 

 
 

Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .419(a) .176 .168 .35499 2.087 
 
 
 
 
 

ANOVA 

Model  
Sum of 
Squares df Mean Square F Sig. 

Regression 32.191 11 2.926 23.223 .000(a) 
Residual 150.970 1198 .126   

1 

Total 183.161 1209    
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .112 .011  9.826 .000   
  Change in SF-36 (lnW4SF36 - 

lnW3SF36) .014 .039 .010 .364 .716 .863 1.159

  Wellbeing interation variable 
(change from unemployed to 
employed) 

.492 .108 .130 4.570 .000 .854 1.172

  Change in LMS (W2&3) from 
unemployed to employed .334 .026 .337 12.668 .000 .972 1.029

  FDPostgraduate 1.058 .321 .110 3.296 .001 .613 1.632
  FDGraduate 1.103 .410 .081 2.691 .007 .750 1.333
  FDBachelor .682 .199 .143 3.431 .001 .399 2.509
  FDDiploma .888 .219 .131 4.055 .000 .658 1.520
  FDCert3or4 .029 .125 .007 .231 .817 .678 1.475
  FDCert1or2 .506 .208 .065 2.428 .015 .970 1.031
  FDYear12 .150 .185 .027 .809 .419 .612 1.634
  FDStudying -.053 .035 -.041 -1.519 .129 .946 1.057

a  Dependent Variable: change from unemployed to employed 
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Attachment 6.3 

LMS (Logit) Regression Results for Individuals 
Transitioning from Unemployed/NILF to Employed 

 
 

6.3.1) Logistic Regression – Males and females combined 
 
  
   Model Summary 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 1436.860 .150 .238

 
 

  
  Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
FDLMSW2W3UnemptoEmp 

1.870 .140 177.506 1 .000 6.488

FDPostgraduate 8.804 1.705 26.659 1 .000 6662.147
FDGraduate 6.787 2.411 7.926 1 .005 885.981
FDBachelor 5.769 1.207 22.862 1 .000 320.155
FDDiploma 3.654 1.137 10.327 1 .001 38.611
FDCert3or4 .492 .812 .367 1 .544 1.636
FDCert1or2 2.170 1.104 3.865 1 .049 8.762
FDYear12 2.178 1.018 4.576 1 .032 8.831
FDStudying -.487 .224 4.738 1 .029 .615
ChangeWellbeingUnempEmp
Interact .043 .011 14.959 1 .000 1.044

ChangeSF36 .000 .005 .007 1 .931 1.000

Step 
1(a) 

Constant -2.049 .086 572.016 1 .000 .129
a  Variable(s) entered on step 1: FDLMSW2W3UnemptoEmp, FDPostgraduate, FDGraduate, FDBachelor, FDDiploma, 
FDCert3or4, FDCert1or2, FDYear12, FDStudying, ChangeWellbeingUnempEmpInteract, ChangeSF36. 
 

 
6.3.2) Logistic Regression - Males 

 
  

 
Model Summary 

 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 441.226(a) .192 .289 
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Variables in the Equation 

 

  B S.E. Wald df Sig. Exp(B) 
FDLMSW2W3UnemptoEmp 

1.902 .252 57.143 1 .000 6.697

FDPostgraduate 28.516 26860.140 .000 1 .999 242354809
5675.427

FDGraduate 7.199 48341.928 .000 1 1.000 1338.650
FDBachelor 5.975 1.751 11.643 1 .001 393.364
FDDiploma 2.549 1.787 2.034 1 .154 12.795
FDCert3or4 1.189 1.669 .508 1 .476 3.284
FDCert1or2 -18.451 40192.970 .000 1 1.000 .000
FDYear12 2.656 1.591 2.787 1 .095 14.238
FDStudying -.793 .429 3.419 1 .064 .452
ChangeWellbeingUnempEmp
Interact .032 .020 2.696 1 .101 1.033

ChangeSF36 .000 .011 .000 1 .991 1.000

Step 
1(a) 

Constant -1.954 .157 154.702 1 .000 .142
a  Variable(s) entered on step 1: FDLMSW2W3UnemptoEmp, FDPostgraduate, FDGraduate, FDBachelor, FDDiploma, 
FDCert3or4, FDCert1or2, FDYear12, FDStudying, ChangeWellbeingUnempEmpInteract, ChangeSF36. 
 

 
 

6.3.3) Logistic Regression - Females 
 

   
   Model Summary 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 983.495 .137 .223
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Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
FDLMSW2W3UnemptoEmp 

1.857 .171 117.295 1 .000 6.403

FDPostgraduate 23.946 13517.020 .000 1 .999 251073593
73.185

FDGraduate 
42.424 42405.008 .000 1 .999 

265717091
190117300

0.000
FDBachelor 21.970 13517.020 .000 1 .999 347753916

3.964
FDDiploma 

39.316 21504.220 .000 1 .999 
118791569
627149500.

000
FDCert3or4 .330 .944 .122 1 .727 1.391
FDCert1or2 2.773 1.338 4.296 1 .038 16.012
FDYear12 1.395 1.667 .701 1 .402 4.037
FDStudying -.366 .265 1.912 1 .167 .693
ChangeWellbeingUnempEmp
Interact .046 .014 11.156 1 .001 1.047

ChangeSF36 .001 .006 .022 1 .881 1.001

Step 
1(a) 

Constant -2.088 .103 414.493 1 .000 .124
a  Variable(s) entered on step 1: FDLMSW2W3UnemptoEmp, FDPostgraduate, FDGraduate, FDBachelor, FDDiploma, 
FDCert3or4, FDCert1or2, FDYear12, FDStudying, ChangeWellbeingUnempEmpInteract, ChangeSF36. 
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Attachment 6.4 
LMS (LPM) Regression Results for Individuals 

Transitioning from Employed to Unemployed/NILF  
 
A6.4.1) LMS regression results for males and females transitioning from employed to 
unemployed/NILF 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change from Employed to 
unemployed (Use this one!) .0659 .24815 5128 

Change in SF-36 (lnW4SF36 
- lnW3SF36) -.0049 .20638 5128 

ln Change in wellbeing 
(interactive) - Employed to 
unemployed 

-.0040 .07771 5128 

Change LMS from employed 
to unemployed W2&3 .0723 .25909 5128 

FDPostgraduate .0025 .05029 5128 
FDGraduate .0029 .06081 5128 
FDBachelor .0037 .11254 5128 
FDDiploma .0006 .05758 5128 
FDCert3or4 .0057 .09352 5128 
FDCert1or2 .0012 .04415 5128 
FDYear12 -.0109 .11119 5128 
FDStudying -.0244 .36202 5128 

 
 

 

Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .249(a) .062 .060 .24059 1.931 
 
 
 
 

ANOVA 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 19.578 11 1.780 30.746 .000(a) 
Residual 296.144 5116 .058     

1 

Total 315.722 5127      
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 Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .054 .004  15.217 .000   
  Change in SF-36 (lnW4SF36 

- lnW3SF36) .001 .018 .001 .070 .944 .858 1.165

  ln Change in wellbeing 
(interactive) - Employed to 
unemployed 

-.594 .047 -.186 -12.717 .000 .856 1.168

  Change LMS from employed 
to unemployed W2&3 .145 .013 .151 11.149 .000 .993 1.007

  FDPostgraduate .096 .090 .019 1.068 .285 .555 1.801
  FDGraduate .013 .079 .003 .166 .868 .494 2.026
  FDBachelor 7.74E-005 .061 .000 .001 .999 .243 4.107
  FDDiploma .044 .077 .010 .575 .566 .570 1.756
  FDCert3or4 -.035 .052 -.013 -.668 .504 .481 2.078
  FDCert1or2 -.160 .077 -.028 -2.069 .039 .972 1.028
  FDYear12 .030 .056 .013 .530 .596 .290 3.448
  FDStudying .012 .009 .018 1.313 .189 .980 1.020

a  Dependent Variable: Change from Employed to unemployed (Use this one!) 
 
 

A6.4.2) Regression results for change in LMS for males transitioning from employed to 
unemployed/NILF 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change from Employed to 
unemployed (Use this one!) .0484 .21460 2646 

Change in SF-36 (lnW4SF36 
- lnW3SF36) -.0025 .20535 2646 

ln Change in wellbeing 
(interactive) - Employed to 
unemployed 

-.0034 .06839 2646 

Change LMS from employed 
to unemployed W2&3 .0537 .22540 2646 

FDPostgraduate .0038 .06137 2646 
FDGraduate .0015 .05498 2646 
FDBachelor .0004 .09325 2646 
FDDiploma .0004 .06449 2646 
FDCert3or4 .0042 .08006 2646 
FDCert1or2 .0008 .03888 2646 
FDYear12 -.0072 .09297 2646 
FDStudying -.0212 .34500 2646 
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Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .284(a) .080 .077 .20622 1.932 
 
 
 

ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 9.794 11 .890 20.937 .000(a) 
Residual 112.014 2634 .043     

1 

Total 121.808 2645      
 
 
 
 
 Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .038 .004  9.212 .000   
  Change in SF-36 (lnW4SF36 

- lnW3SF36) .002 .021 .002 .103 .918 .886 1.128

  ln Change in wellbeing 
(interactive) - Employed to 
unemployed 

-.658 .062 -.210 -10.570 .000 .886 1.128

  Change LMS from employed 
to unemployed W2&3 .159 .018 .167 8.883 .000 .987 1.013

  FDPostgraduate .127 .115 .036 1.104 .270 .322 3.101
  FDGraduate -.014 .110 -.004 -.125 .901 .441 2.269
  FDBachelor -.021 .097 -.009 -.219 .827 .198 5.063
  FDDiploma -.006 .102 -.002 -.060 .952 .375 2.668
  FDCert3or4 -.030 .078 -.011 -.383 .702 .416 2.403
  FDCert1or2 -.286 .106 -.052 -2.703 .007 .949 1.054
  FDYear12 .043 .085 .018 .501 .616 .259 3.864
  FDStudying .023 .012 .038 2.000 .046 .979 1.022

a  Dependent Variable: Change from Employed to unemployed (Use this one!) 
 
 
 
 
 
 
 
 
 
 
 



 302

 
A6.4.3) Regression results for change in LMS for females transitioning from employed 
to unemployed/NILF 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change from Employed to 
unemployed (Use this one!) .0846 .27836 2482 

Change in SF-36 (lnW4SF36 
- lnW3SF36) -.0074 .20750 2482 

ln Change in wellbeing 
(interactive) - Employed to 
unemployed 

-.0047 .08656 2482 

Change LMS from employed 
to unemployed W2&3 .0923 .28946 2482 

FDPostgraduate .0012 .03475 2482 
FDGraduate .0044 .06644 2482 
FDBachelor .0073 .12991 2482 
FDDiploma .0008 .04917 2482 
FDCert3or4 .0073 .10599 2482 
FDCert1or2 .0016 .04915 2482 
FDYear12 -.0149 .12768 2482 
FDStudying -.0278 .37938 2482 

 
 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .226(a) .051 .047 .27179 1.915 
 
 
 
 

ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 9.778 11 .889 12.034 .000(a) 
Residual 182.454 2470 .074     

1 

Total 192.232 2481      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .071 .006  12.175 .000   
  Change in SF-36 (lnW4SF36 

- lnW3SF36) .003 .029 .002 .094 .925 .824 1.214

  ln Change in wellbeing 
(interactive) - Employed to 
unemployed 

-.552 .070 -.172 -7.945 .000 .823 1.216

  Change LMS from employed 
to unemployed W2&3 .129 .019 .134 6.831 .000 .994 1.006

  FDPostgraduate -.046 .178 -.006 -.261 .794 .778 1.285
  FDGraduate .002 .115 .000 .014 .989 .506 1.976
  FDBachelor -.010 .082 -.005 -.119 .905 .260 3.845
  FDDiploma .093 .133 .016 .696 .487 .696 1.437
  FDCert3or4 -.042 .072 -.016 -.588 .556 .510 1.959
  FDCert1or2 -.079 .112 -.014 -.701 .484 .977 1.023
  FDYear12 .011 .078 .005 .141 .888 .299 3.342
  FDStudying .004 .015 .006 .281 .779 .978 1.022

a  Dependent Variable: Change from Employed to unemployed (Use this one!) 
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Attachment 6.5 

LMS (Logit) Model Results for Individuals Transitioning 

from Employed to Unemployed/NILF  

 
6.5.1) Logistic Regression – Males and females combined 

 
  
 

Omnibus Tests of Model Coefficients 
 

  Chi-square df Sig. 
Step 168.086 11 .000
Block 168.086 11 .000

Step 1 

Model 168.086 11 .000
 
 

Model Summary 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 2323.461 .032 .084

 
 

Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
FDPostgraduate .503 1.356 .138 1 .711 1.654
FDGraduate -.379 1.368 .077 1 .782 .685
FDBachelor -.580 1.111 .272 1 .602 .560
FDDiploma .012 1.298 .000 1 .993 1.012
FDCert3or4 -1.052 1.054 .995 1 .318 .349
FDCert1or2 -3.004 1.687 3.170 1 .075 .050
FDYear12 .005 .981 .000 1 .996 1.005
FDStudying .222 .159 1.956 1 .162 1.249
ChangeSF36 .001 .005 .088 1 .766 1.001
ChangeWellbeingEmpUnemp
Interactive -.079 .011 53.255 1 .000 .924

ChangeLMSEmpUnempW2
W3 1.455 .149 95.889 1 .000 4.284

Step 1 

Constant -2.897 .066 1934.807 1 .000 .055
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6.5.2) Logistic Regression - Males 
 
   Omnibus Tests of Model Coefficients 
 

  Chi-square df Sig. 
Step 111.808 11 .000
Block 111.808 11 .000

Step 1 

Model 111.808 11 .000
 
 

Model Summary 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 913.264 .041 .129

 
 
  
  Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
FDPostgraduate -64.877 16618.998 .000 1 .997 .000
FDGraduate -66.218 16618.998 .000 1 .997 .000
FDBachelor -66.534 16618.998 .000 1 .997 .000
FDDiploma -49.944 14159.145 .000 1 .997 .000
FDCert3or4 -34.239 11740.428 .000 1 .998 .000
FDCert1or2 -38.758 19070.858 .000 1 .998 .000
FDYear12 -16.978 9816.448 .000 1 .999 .000
FDStudying .610 .275 4.930 1 .026 1.841
ChangeSF36 .002 .008 .054 1 .816 1.002
ChangeWellbeingEmpUnemp
Interactive -.114 .019 34.678 1 .000 .893

ChangeLMSEmpUnempW2
W3 1.811 .251 52.065 1 .000 6.119

Step 1 

Constant -3.287 .108 919.604 1 .000 .037
 
 
 

6.5.3) Logistic Regression - Females 
 
  

Omnibus Tests of Model Coefficients 
 

  Chi-square df Sig. 
Step 67.656 11 .000
Block 67.656 11 .000

Step 1 

Model 67.656 11 .000
 
 
 
 
 



 306

 
  

Model Summary 
 

Step 
-2 Log 

likelihood 
Cox & Snell 

R Square 
Nagelkerke R 

Square 
1 1371.332(a) .027 .061

 
 
  
 Variables in the Equation 
 

  B S.E. Wald df Sig. Exp(B) 
FDPostgraduate -18.638 22913.428 .000 1 .999 .000
FDGraduate -.108 1.541 .005 1 .944 .897
FDBachelor -.291 1.135 .066 1 .798 .748
FDDiploma .697 1.577 .195 1 .659 2.007
FDCert3or4 -.625 1.091 .328 1 .567 .535
FDCert1or2 -1.363 2.022 .455 1 .500 .256
FDYear12 .067 1.054 .004 1 .950 1.069
FDStudying .068 .194 .123 1 .726 1.070
ChangeSF36 .002 .006 .104 1 .747 1.002
ChangeWellbeingEmpUnemp
Interactive -.060 .013 21.303 1 .000 .942

ChangeLMSEmpUnempW2
W3 1.179 .186 40.196 1 .000 3.251

Step 1 

Constant -2.587 .084 948.522 1 .000 .075
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Attachment 6.6 

Wellbeing Equation Results for Individuals Transitioning 
from Unemployed/NILF to Employed  

 
 
A6.6.1) wellbeing regression results for males and females transitioning from employed 
to unemployed/NILF 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change in SF-36 (lnW4SF36 - 
lnW3SF36) .0149 .26151 768 

change from unemployed to 
employed .3451 .47570 768 

Change in PK (lnW4PK - 
lnW3PK) -.0065 .21766 768 

Change in Financial 
Deprivation (W4 - W3) -.0145 .24286 768 

Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.0031 .18982 768 

Change in Social Status (W4 - 
W3) .0377 .25677 768 

Change in Time Structure 
(W4-W3) .0217 .29933 768 

Change in Meaningful 
Activities .0026 .45098 768 

Change in collective purpose 
.0060 .43475 768 

PK interaction variable 
(change from unemployed to 
employed) 

-.0015 .12184 768 

Financial Deprivation 
interaction variable (change 
from unemployed to 
employed) 

-.0141 .14638 768 

Social Support interaction 
variable (unemp to emp) .0038 .08530 768 

Social status interaction 
variable (unemp to emp) .0303 .14362 768 

Time structure interaction 
variable (unemp to emp) .0189 .15038 768 

Meaningful activities 
interaction variable (unemp to 
emp) 

-.0026 .27498 768 
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Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .349 .122 .105 .24736 2.006 
 
 
 
 

ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 6.378 14 .456 7.446 .000(a) 
Residual 46.073 753 .061     

1 

Total 52.451 767      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) .005 .011  .469 .639   
  change from unemployed to 

employed .029 .020 .052 1.438 .151 .879 1.138

  Change in PK (lnW4PK - 
lnW3PK) .360 .052 .300 6.973 .000 .632 1.582

  Change in Financial 
Deprivation (W4 - W3) -.025 .047 -.023 -.526 .599 .609 1.642

  Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.188 .055 .137 3.408 .001 .726 1.378

  Change in Social Status (W4 - 
W3) .079 .043 .077 1.815 .070 .643 1.555

  Change in Time Structure 
(W4-W3) .029 .035 .033 .827 .408 .727 1.376

  Change in Meaningful 
Activities .001 .025 .002 .053 .958 .622 1.607

  Change in collective purpose 
-.007 .021 -.011 -.309 .757 .932 1.073

  PK interaction variable 
(change from unemployed to 
employed) 

-.217 .093 -.101 -2.336 .020 .623 1.606

  Financial Deprivation 
interaction variable (change 
from unemployed to 
employed) 

-.024 .079 -.014 -.307 .759 .600 1.668

  Social Support interaction 
variable (unemp to emp) -.010 .123 -.003 -.085 .932 .725 1.379

  Social status interaction 
variable (unemp to emp) -.043 .081 -.023 -.530 .596 .595 1.680

  Time structure interaction 
variable (unemp to emp) -.089 .070 -.051 -1.270 .204 .715 1.399

  Meaningful activities 
interaction variable (unemp to 
emp) 

.009 .041 .010 .226 .821 .618 1.618

a  Dependent Variable: Change in SF-36 (lnW4SF36 - lnW3SF36) 
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A6.6.2) wellbeing regression results for males transitioning from unemployed/NILF to 
employed 

 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change in SF-36 (lnW4SF36 - 
lnW3SF36) .0238 .26176 227 

change from unemployed to 
employed .3921 .48929 227 

Change in PK (lnW4PK - 
lnW3PK) -.0050 .21209 227 

Change in Financial 
Deprivation (W4 - W3) -.0140 .25156 227 

Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.0087 .21372 227 

Change in Social Status (W4 - 
W3) .0106 .23793 227 

Change in Time Structure 
(W4-W3) .0100 .28905 227 

Change in Meaningful 
Activities -.0264 .40919 227 

Change in collective purpose 
-.0051 .43931 227 

PK interaction variable 
(change from unemployed to 
employed) 

.0042 .12220 227 

Financial Deprivation 
interaction variable (change 
from unemployed to 
employed) 

-.0186 .19253 227 

Social Support interaction 
variable (unemp to emp) .0097 .09052 227 

Social status interaction 
variable (unemp to emp) .0292 .16353 227 

Time structure interaction 
variable (unemp to emp) .0253 .15102 227 

Meaningful activities 
interaction variable (unemp to 
emp) 

-.0176 .28166 227 
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Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .369(a) .136 .079 .25121 2.118 
 
 

ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 2.107 14 .151 2.385 .004(a) 
Residual 13.378 212 .063     

1 

Total 15.486 226      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B 
Std. 

Error Beta     Tolerance VIF 
1 (Constant) .031 .022  1.416 .158    
  change from unemployed to 

employed .003 .036 .005 .075 .941 .882 1.133

  Change in PK (lnW4PK - 
lnW3PK) .352 .099 .285 3.568 .000 .637 1.569

  Change in Financial 
Deprivation (W4 - W3) -.149 .104 -.143 -1.428 .155 .407 2.460

  Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.145 .089 .118 1.620 .107 .764 1.310

  Change in Social Status (W4 - 
W3) .121 .107 .110 1.128 .260 .432 2.316

  Change in Time Structure 
(W4-W3) .046 .071 .051 .650 .516 .658 1.519

  Change in Meaningful 
Activities -.003 .057 -.004 -.049 .961 .510 1.962

  Change in collective purpose 
-.016 .040 -.027 -.409 .683 .918 1.090

  PK interaction variable 
(change from unemployed to 
employed) 

-.368 .180 -.172 -2.045 .042 .578 1.731

  Financial Deprivation 
interaction variable (change 
from unemployed to 
employed) 

.033 .139 .024 .239 .811 .390 2.564

  Social Support interaction 
variable (unemp to emp) -.196 .218 -.068 -.902 .368 .719 1.391

  Social status interaction 
variable (unemp to emp) .000 .157 .000 .002 .998 .425 2.352

  Time structure interaction 
variable (unemp to emp) -.249 .136 -.144 -1.830 .069 .662 1.511

  Meaningful activities 
interaction variable (unemp to 
emp) 

.067 .084 .072 .797 .426 .494 2.023

a  Dependent Variable: Change in SF-36 (lnW4SF36 - lnW3SF36) 
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A6.6.3) wellbeing regression results for females transitioning from unemployed/NILF to 
employed 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change in SF-36 (lnW4SF36 - 
lnW3SF36) .0112 .26155 541 

change from unemployed to 
employed .3253 .46893 541 

Change in PK (lnW4PK - 
lnW3PK) -.0071 .22015 541 

Change in Financial 
Deprivation (W4 - W3) -.0147 .23936 541 

Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.0007 .17901 541 

Change in Social Status (W4 - 
W3) .0491 .26366 541 

Change in Time Structure 
(W4-W3) .0267 .30366 541 

Change in Meaningful 
Activities .0148 .46723 541 

Change in collective purpose 
.0107 .43314 541 

PK interaction variable 
(change from unemployed to 
employed) 

-.0039 .12172 541 

Financial Deprivation 
interaction variable (change 
from unemployed to 
employed) 

-.0123 .12211 541 

Social Support interaction 
variable (unemp to emp) .0013 .08298 541 

Social status interaction 
variable (unemp to emp) .0308 .13456 541 

Time structure interaction 
variable (unemp to emp) .0163 .15017 541 

Meaningful activities 
interaction variable (unemp to 
emp) 

.0037 .27214 541 
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Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .375(a) .140 .118 .24570 2.059 
 
 

ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 5.186 14 .370 6.136 .000(a) 
Residual 31.754 526 .060     

1 

Total 36.940 540      
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Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) -.004 .013  -.277 .782   
  change from unemployed to 

employed .045 .024 .081 1.849 .065 .854 1.171

  Change in PK (lnW4PK - 
lnW3PK) .362 .061 .305 5.940 .000 .620 1.614

  Change in Financial 
Deprivation (W4 - W3) .006 .053 .005 .108 .914 .688 1.453

  Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.210 .071 .144 2.957 .003 .692 1.444

  Change in Social Status (W4 - 
W3) .074 .048 .074 1.523 .128 .684 1.462

  Change in Time Structure 
(W4-W3) .027 .041 .031 .662 .509 .723 1.383

  Change in Meaningful 
Activities .003 .028 .006 .118 .906 .646 1.549

  Change in collective purpose 
.001 .026 .001 .032 .974 .916 1.092

  PK interaction variable 
(change from unemployed to 
employed) 

-.145 .109 -.067 -1.322 .187 .632 1.583

  Financial Deprivation 
interaction variable (change 
from unemployed to 
employed) 

.050 .106 .023 .474 .636 .666 1.503

  Social Support interaction 
variable (unemp to emp) .114 .151 .036 .759 .448 .713 1.402

  Social status interaction 
variable (unemp to emp) -.045 .099 -.023 -.456 .649 .624 1.603

  Time structure interaction 
variable (unemp to emp) -.024 .083 -.014 -.288 .774 .724 1.381

  Meaningful activities 
interaction variable (unemp to 
emp) 

-.022 .048 -.023 -.450 .653 .650 1.539

a  Dependent Variable: Change in SF-36 (lnW4SF36 - lnW3SF36) 
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Attachment 6.7 

Wellbeing Equation Results for Individuals Transitioning 
from Employed to Unemployed/NILF 

 
 
A6.7.1) Wellbeing regression results for males and females transitioning from employed 
to unemployed/NILF  
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change in SF-36 (lnW4SF36 - 
lnW3SF36) -.0034 .20357 4940 

CollectPurpInteract -.0789 4.36420 4940 
PKInteractEmpUnemp -.0002 .04478 4940 
SocialSupportInteractEmpUne
mp -.0004 .03914 4940 

FinDepInteractEmpUnemp 
.0005 .05816 4940 

SocStatInteractEmpUnemp 
-.0029 .05975 4940 

TimeStrucInteractEmpUnemp 
-.0027 .07139 4940 

MeanActInteractEmpUnemp 
-.0030 .09540 4940 

Change from Employed to 
unemployed (Use this one!) .0514 .22087 4940 

Change in PK (lnW4PK - 
lnW3PK) .0022 .19431 4940 

Change in Financial 
Deprivation (W4 - W3) .0102 .23056 4940 

Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.0001 .15647 4940 

Change in Social Status (W4 - 
W3) -.0027 .17265 4940 

Change in Time Structure 
(W4-W3) .0043 .22981 4940 

Change in Meaningful 
Activities -.0109 .44166 4940 

Change in collective purpose 
.0181 .36658 4940 

 
 

 

 



 317

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .301(a) .091 .088 .19441 
 

 
ANOVA 

 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 18.575 15 1.238 32.763 .000(a) 
Residual 186.107 4924 .038     

1 

Total 204.682 4939      
 

 
Coefficients(a) 

 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) -.001 .003  -.318 .750   
  CollectPurpInteract -.001 .001 -.030 -2.039 .041 .880 1.136
  PKInteractEmpUnemp .256 .071 .056 3.608 .000 .755 1.324
  SocialSupportInteractEmpUne

mp .155 .080 .030 1.924 .054 .772 1.295

  FinDepInteractEmpUnemp 
.029 .052 .008 .557 .577 .846 1.182

  SocStatInteractEmpUnemp 
-.027 .054 -.008 -.493 .622 .737 1.357

  TimeStrucInteractEmpUnemp 
.145 .042 .051 3.472 .001 .860 1.163

  MeanActInteractEmpUnemp 
.005 .030 .002 .160 .873 .915 1.093

  Change from Employed to 
unemployed (Use this one!) -.038 .013 -.041 -2.911 .004 .921 1.086

  Change in PK (lnW4PK - 
lnW3PK) .185 .015 .177 12.185 .000 .878 1.138

  Change in Financial 
Deprivation (W4 - W3) -.029 .013 -.033 -2.300 .021 .914 1.095

  Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.149 .019 .114 7.825 .000 .867 1.153

  Change in Social Status (W4 - 
W3) .067 .018 .057 3.709 .000 .787 1.271

  Change in Time Structure 
(W4-W3) .032 .013 .036 2.480 .013 .898 1.114

  Change in Meaningful 
Activities .025 .006 .054 3.884 .000 .951 1.052

  Change in collective purpose 
-3.81E-005 .008 .000 -.005 .996 .873 1.146

a  Dependent Variable: Change in SF-36 (lnW4SF36 - lnW3SF36) 
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A6.7.2) Wellbeing regression results for males transitioning from employed to 
unemployed/NILF 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change in SF-36 (lnW4SF36 - 
lnW3SF36) -.0023 .20156 2396 

CollectPurpInteract -.0584 3.75624 2396 
PKInteractEmpUnemp -.0007 .03791 2396 
SocialSupportInteractEmpUne
mp .0002 .03543 2396 

FinDepInteractEmpUnemp 
-.0005 .04936 2396 

SocStatInteractEmpUnemp 
-.0017 .04629 2396 

TimeStrucInteractEmpUnemp 
-.0024 .07824 2396 

MeanActInteractEmpUnemp 
-.0046 .07901 2396 

Change from Employed to 
unemployed (Use this one!) .0392 .19419 2396 

Change in PK (lnW4PK - 
lnW3PK) .0069 .18811 2396 

Change in Financial 
Deprivation (W4 - W3) .0136 .22857 2396 

Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

-.0028 .15347 2396 

Change in Social Status (W4 - 
W3) -.0025 .16246 2396 

Change in Time Structure 
(W4-W3) .0037 .23644 2396 

Change in Meaningful 
Activities -.0017 .42764 2396 

Change in collective purpose 
.0227 .37698 2396 

 
 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .339(a) .115 .110 .19020 
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ANOVA 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 11.201 15 .747 20.641 .000(a) 
Residual 86.099 2380 .036     

1 

Total 97.299 2395      
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) -.001 .004  -.215 .830   
  CollectPurpInteract -.001 .001 -.026 -1.143 .253 .746 1.340
  PKInteractEmpUnemp .224 .123 .042 1.825 .068 .696 1.436
  SocialSupportInteractEmpUne

mp .241 .129 .042 1.863 .063 .722 1.385

  FinDepInteractEmpUnemp 
-.017 .085 -.004 -.197 .844 .863 1.159

  SocStatInteractEmpUnemp 
.065 .100 .015 .650 .516 .707 1.415

  TimeStrucInteractEmpUnemp 
.156 .057 .060 2.741 .006 .764 1.309

  MeanActInteractEmpUnemp 
-.050 .053 -.019 -.929 .353 .847 1.180

  Change from Employed to 
unemployed (Use this one!) -.051 .021 -.049 -2.389 .017 .880 1.136

  Change in PK (lnW4PK - 
lnW3PK) .222 .022 .207 10.180 .000 .896 1.116

  Change in Financial 
Deprivation (W4 - W3) -.013 .018 -.015 -.760 .447 .923 1.083

  Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.177 .027 .135 6.545 .000 .879 1.138

  Change in Social Status (W4 - 
W3) .057 .026 .046 2.162 .031 .819 1.220

  Change in Time Structure 
(W4-W3) .053 .017 .062 3.037 .002 .886 1.129

  Change in Meaningful 
Activities .027 .009 .058 2.944 .003 .963 1.038

  Change in collective purpose 
.000 .011 -.001 -.033 .974 .882 1.133

a  Dependent Variable: Change in SF-36 (lnW4SF36 - lnW3SF36) 
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A6.7.3) Wellbeing regression results for females transitioning from employed to 
unemployed/NILF 
 

Descriptive Statistics 
 

  Mean Std. Deviation N 
Change in SF-36 (lnW4SF36 - 
lnW3SF36) -.0071 .20160 2232 

CollectPurpInteract -.0582 4.97832 2232 
PKInteractEmpUnemp .0000 .05264 2232 
SocialSupportInteractEmpUne
mp -.0011 .04485 2232 

FinDepInteractEmpUnemp 
.0016 .06900 2232 

SocStatInteractEmpUnemp 
-.0044 .07421 2232 

TimeStrucInteractEmpUnemp 
-.0031 .06660 2232 

MeanActInteractEmpUnemp 
-.0022 .11399 2232 

Change from Employed to 
unemployed (Use this one!) .0694 .25427 2232 

Change in PK (lnW4PK - 
lnW3PK) -.0017 .19776 2232 

Change in Financial 
Deprivation (W4 - W3) .0096 .23071 2232 

Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.0018 .15307 2232 

Change in Social Status (W4 - 
W3) -.0041 .17580 2232 

Change in Time Structure 
(W4-W3) .0042 .21181 2232 

Change in Meaningful 
Activities -.0157 .45725 2232 

Change in collective purpose 
.0149 .34496 2232 

 
 

Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .276(a) .076 .070 .19442 
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ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 6.910 15 .461 12.187 .000(a) 
Residual 83.765 2216 .038     

1 

Total 90.675 2231      
 
 

Coefficients(a) 
 

Model   
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. Collinearity Statistics 

    B Std. Error Beta     Tolerance VIF 
1 (Constant) -.004 .004  -.909 .364    
  CollectPurpInteract -.001 .001 -.037 -1.692 .091 .878 1.139
  PKInteractEmpUnemp .280 .092 .073 3.062 .002 .729 1.372
  SocialSupportInteractEmpUne

mp .128 .107 .028 1.193 .233 .735 1.361

  FinDepInteractEmpUnemp 
.032 .067 .011 .471 .638 .792 1.262

  SocStatInteractEmpUnemp 
-.051 .067 -.019 -.759 .448 .690 1.449

  TimeStrucInteractEmpUnemp 
.123 .067 .040 1.840 .066 .862 1.160

  MeanActInteractEmpUnemp 
.020 .038 .011 .519 .604 .914 1.094

  Change from Employed to 
unemployed (Use this one!) -.033 .017 -.042 -1.951 .051 .917 1.091

  Change in PK (lnW4PK - 
lnW3PK) .151 .023 .148 6.678 .000 .844 1.184

  Change in Financial 
Deprivation (W4 - W3) -.030 .019 -.034 -1.576 .115 .885 1.130

  Change in Social Support 
(lnW4Social Support - 
lnW3Social Support) 

.122 .029 .093 4.162 .000 .836 1.197

  Change in Social Status (W4 - 
W3) .070 .027 .061 2.558 .011 .726 1.377

  Change in Time Structure 
(W4-W3) .019 .021 .020 .924 .356 .892 1.121

  Change in Meaningful 
Activities .024 .009 .054 2.555 .011 .935 1.070

  Change in collective purpose 
.010 .013 .016 .737 .461 .840 1.190

a  Dependent Variable: Change in SF-36 (lnW4SF36 - lnW3SF36) 
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Attachment 6.8 

Mediation Effects of PK and LAMBs for People 
Transitioning from Employed to Unemployed/NILF  

 
 
6.8.1) Psychological capital: ∆ Wellbeing = ƒ(∆ LMS) 
 
  
 
 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .195(a) .038 .038 .07108 1.990
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.198 1 1.198 237.173 .000(a) 
Residual 30.189 5975 .005    

1 

Total 31.387 5976     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 

Coefficients(a) 
 

Model   
Unstandardised 

Coefficients 
Standardized 
Coefficients t Sig. 

    B Std. Error Beta     
1 (Constant) 1.63E-017 .001  .000 1.000 
  Δ LMS from employed to 

unemployed -.060 .004 -.195 -15.400 .000 

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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6.8.2) Psychological capital: ∆ PK = ƒ(∆ LMS) 
 
  
 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .047(a) .002 .002 .05862 2.003
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: PKInteractEmpUnemp 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .046 1 .046 13.530 .000(a) 
Residual 20.594 5993 .003    

1 

Total 20.641 5994     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: PKInteractEmpUnemp 
 
 
 
 

Coefficients(a) 
 

Model   
Unstandardised 

Coefficients 
Standardized 
Coefficients t Sig. 

    B Std. Error Beta     
1 (Constant) 4.07E-018 .001  .000 1.000 
  Δ LMS from employed to 

unemployed -.012 .003 -.047 -3.678 .000 

a  Dependent Variable: PKInteractEmpUnemp 
 
 
 
 
 
6.8.3) Psychological capital: ∆ Wellbeing = ƒ(∆ LMS, ∆ PK) 
 
 
  Model Summary 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .470(a) .221 .221 .06398
a  Predictors: (Constant), Change from employed to unemployed, PKInteractEmpUnemp 
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 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 6.935 2 3.467 847.091 .000(a) 
Residual 24.453 5974 .004    

1 

Total 31.387 5976     
a  Predictors: (Constant), Change from employed to unemployed, PKInteractEmpUnemp 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 

Coefficients(a) 
 

Model   
Unstandardised 

Coefficients 
Standardized 
Coefficients t Sig. 

    B Std. Error Beta     
1 (Constant) 1.54E-017 .001  .000 1.000 
  PK Interactive  .549 .015 .428 37.436 .000 
  Δ LMS from employed to 

unemployed -.056 .004 -.181 -15.879 .000 

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 
 
6.8.4) Financial Deprivation: ∆ Financial Deprivation = ƒ(∆ LMS) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .038(a) .001 .001 .06487 2.009
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: FinDepInteractEmpUnemp 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .037 1 .037 8.817 .003(a) 
Residual 25.196 5988 .004    

1 

Total 25.233 5989     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: FinDepInteractEmpUnemp 
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Coefficients(a) 
 

Model   
Unstandardised 

Coefficients 
Standardized 
Coefficients t Sig. 

    B Std. Error Beta     
1 (Constant) -9.73E-019 .001  .000 1.000 
  Δ LMS from employed to 

unemployed .010 .004 .038 2.969 .003 

a  Dependent Variable: FinDepInteractEmpUnemp 
 
 
 
 
 
 
 
6.8.5) Financial Deprivation: ∆ Wellbeing = ƒ(∆ LMS, ∆ Financial Deprivation) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .236(a) .056 .055 .06977 1.992
a  Predictors: (Constant), FinDepInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.714 2 .857 176.067 .000(a) 
Residual 29.052 5969 .005    

1 

Total 30.766 5971     
a  Predictors: (Constant), FinDepInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 

Coefficients(a) 
 

Model   
Unstandardised 

Coefficients 
Standardized 
Coefficients t Sig. 

    B Std. Error Beta     
1 (Constant) -1.48E-017 .001  .000 1.000 
  Δ LMS from employed to 

unemployed -.064 .004 -.207 -16.467 .000 

  Financial Deprivation 
Interactive  -.129 .015 -.108 -8.573 .000 

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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6.8.6) Social Support: ∆ Social Support = ƒ(∆ LMS) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .042(a) .002 .002 .04084 2.006
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: SocialSupportInteractEmpUnemp 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .018 1 .018 10.645 .001(a) 
Residual 9.975 5980 .002    

1 

Total 9.993 5981     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: SocialSupportInteractEmpUnemp 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -8.16E-019 .001  .000 1.0001 
Δ LMS from employed to 
unemployed -.007 .002 -.042 -3.263 .001

a  Dependent Variable: SocialSupportInteractEmpUnemp 
 
 
 
 
6.8.7) Social Support: ∆ Wellbeing = ƒ(∆ LMS, ∆ Social Support) 
 
  
 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .333(a) .111 .110 .06787 2.006
a  Predictors: (Constant), SocialSupportInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 3.421 2 1.710 371.275 .000(a) 
Residual 27.468 5963 .005    

1 

Total 30.889 5965     
a  Predictors: (Constant), SocialSupportInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 8.48E-018 .001  .000 1.000
Δ LMS from employed to 
unemployed -.057 .004 -.184 -15.077 .000

1 

Social Support Interactive 
.475 .022 .269 21.977 .000

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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6.8.8) Social Status: ∆ Social Status = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .208(a) .043 .043 .06177 1.980
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: SocStatInteractEmpUnemp 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.029 1 1.029 269.662 .000(a) 
Residual 22.757 5964 .004    

1 

Total 23.785 5965     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: SocStatInteractEmpUnemp 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -7.53E-018 .001  .000 1.0001 
Δ LMS from employed to 
unemployed -.057 .003 -.208 -16.421 .000

a  Dependent Variable: SocStatInteractEmpUnemp 
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6.8.9) Social Status: ∆ Wellbeing = ƒ(∆ LMS, ∆ Social Status) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .254(a) .065 .064 .06386 2.005
a  Predictors: (Constant), SocStatInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.662 2 .831 203.818 .000(a) 
Residual 24.086 5906 .004    

1 

Total 25.749 5908     
a  Predictors: (Constant), SocStatInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -1.18E-017 .001  .000 1.000
Δ LMS from employed to 
unemployed -.045 .004 -.147 -11.380 .000

1 

Social Status Interactive  
.204 .015 .178 13.826 .000

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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6.8.10) Meaningful Activities: ∆ Wellbeing = ƒ(∆ LMS, ∆ Meaningful Activities) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .188(a) .035 .035 .06742 1.991
a  Predictors: (Constant), MeanActInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .990 2 .495 108.909 .000(a) 
Residual 27.121 5967 .005    

1 

Total 28.111 5969     
a  Predictors: (Constant), MeanActInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 3.86E-018 .001  .000 1.000
Δ LMS from employed to 
unemployed -.053 .004 -.178 -13.914 .000

1 

Meaningful Activities 
Interactive .027 .009 .039 3.039 .002

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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6.8.11) Collective Purpose: ∆ Collective Purpose = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .037(a) .001 .001 .10465 2.013
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: CollPurpInteractEmpUnemp 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .092 1 .092 8.355 .004(a) 
Residual 66.105 6036 .011    

1 

Total 66.197 6037     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: CollPurpInteractEmpUnemp 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 4.84E-019 .001  .000 1.0001 
Δ LMS from employed to 
unemployed -.015 .005 -.037 -2.890 .004

a  Dependent Variable: CollPurpInteractEmpUnemp 
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6.8.12) Collective Purpose: ∆ Wellbeing = ƒ(∆ LMS, ∆ Collective Purpose) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .195(a) .038 .038 .06907 1.989
a  Predictors: (Constant), CollPurpInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.119 2 .559 117.272 .000(a) 
Residual 28.454 5965 .005    

1 

Total 29.573 5967     
a  Predictors: (Constant), CollPurpInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -7.39E-018 .001  .000 1.000
Δ LMS from employed to 
unemployed -.059 .004 -.194 -15.285 .000

1 

Collective Purpose 
Interactive .008 .010 .010 .759 .448

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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6.8.13) Time Structure: ∆ Time Structure = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .176(a) .031 .031 .07333 1.986
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: TimeStrucInteractEmpUnemp 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.028 1 1.028 191.217 .000(a) 
Residual 32.214 5991 .005    

1 

Total 33.242 5992     
a  Predictors: (Constant), Change from employed to unemployed 
b  Dependent Variable: TimeStrucInteractEmpUnemp 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 1.29E-018 .001  .000 1.0001 
Δ LMS from employed to 
unemployed -.055 .004 -.176 -13.828 .000

a  Dependent Variable: TimeStrucInteractEmpUnemp 
 



 334

6.8.14) Time Structure: ∆ Wellbeing = ƒ(∆ LMS, ∆ Time Structure) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .260(a) .067 .067 .06965 1.993
a  Predictors: (Constant), TimeStrucInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 2.093 2 1.047 215.793 .000(a) 
Residual 28.968 5972 .005    

1 

Total 31.062 5974     
a  Predictors: (Constant), TimeStrucInteractEmpUnemp, Change from employed to unemployed 
b  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -5.64E-018 .001  .000 1.000
Change from employed to 
unemployed -.051 .004 -.166 -13.111 .000

1 

Time Structure Interactive 
.176 .013 .177 13.978 .000

a  Dependent Variable: Wellbeing interaction variable (change from employed to unemployed/NILF) 
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Attachment 6.9 

Mediation Effects of PK and LAMBs for People 
Transitioning from Unemployed/NILF to Employed 

 
6.9.1) Psychological Capital: ∆ Wellbeing = ƒ(∆ LMS) 
 
 Variables Entered/Removed(b) 
 

Model 
Variables 
Entered 

Variables 
Removed Method 

1 
change from 
unemployed 
to 
employed(a) 

. Enter 

a  All requested variables entered. 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .136(a) .019 .018 .10069 1.987
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .398 1 .398 39.268 .000(a) 
Residual 21.008 2072 .010    

1 

Total 21.406 2073     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -1.98E-018 .002  .000 1.0001 
Δ LMS from unemployed to 
employed .036 .006 .136 6.266 .000

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.2) Psychological Capital: ∆ Psychological Capital = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .012(a) .000 .000 .09361 1.970
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: PK interaction variable (change from unemployed to employed) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .003 1 .003 .325 .569(a) 
Residual 18.279 2086 .009    

1 

Total 18.282 2087     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: PK interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 2.48E-018 .002  .000 1.0001 
Δ LMS from unemployed to 
employed -.003 .005 -.012 -.570 .569

a  Dependent Variable: PK interaction variable (change from unemployed to employed) 
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6.9.3) Psychological Capital: ∆ Wellbeing = ƒ(∆ LMS, ∆ PK) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .242(a) .058 .058 .09865 1.982
a  Predictors: (Constant), PK interaction variable (change from unemployed to employed), change from unemployed to 
employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.252 2 .626 64.318 .000(a) 
Residual 20.154 2071 .010    

1 

Total 21.406 2073     
a  Predictors: (Constant), PK interaction variable (change from unemployed to employed), change from unemployed to 
employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -1.68E-018 .002  .000 1.000
Δ LMS from unemployed to 
employed .036 .006 .138 6.454 .000

1 

PK interactive variable  
.220 .024 .200 9.366 .000

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.4) Financial Deprivation: ∆ Financial Deprivation = ƒ(∆ LMS) 
 
  
 
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .105(a) .011 .011 .11557 2.024
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Financial Deprivation interaction variable (change from unemployed to employed) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .312 1 .312 23.365 .000(a) 
Residual 27.794 2081 .013    

1 

Total 28.106 2082     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Financial Deprivation interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -5.62E-018 .003  .000 1.0001 
Δ LMS from unemployed to 
employed -.032 .007 -.105 -4.834 .000

a  Dependent Variable: Financial Deprivation interaction variable (change from unemployed to employed) 
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6.9.5) Financial Deprivation: ∆ Wellbeing = ƒ(∆ LMS, ∆ Financial Deprivation) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .173(a) .030 .029 .09893 1.990
a  Predictors: (Constant), Financial Deprivation interaction variable (change from unemployed to employed), change from 
unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .627 2 .313 32.031 .000(a) 
Residual 20.219 2066 .010    

1 

Total 20.846 2068     
a  Predictors: (Constant), Financial Deprivation interaction variable (change from unemployed to employed), change from 
unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -1.30E-017 .002  .000 1.000
Δ LMS from unemployed to 
employed .032 .006 .121 5.569 .000

1 

Financial Deprivation 
interactive variable 

-.097 .019 -.112 -5.123 .000

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.6) Social Support: ∆ Social Support = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .007(a) .000 .000 .06599 1.996
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Social Support interaction variable (unemp to emp) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .000 1 .000 .099 .753(a) 
Residual 9.015 2070 .004    

1 

Total 9.015 2071     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Social Support interaction variable (unemp to emp) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -6.00E-019 .002  .000 1.0001 
Δ LMS from unemployed to 
employed .001 .004 .007 .315 .753

a  Dependent Variable: Social Support interaction variable (unemp to emp) 
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6.9.7) Social Support: ∆ Wellbeing = ƒ(∆ LMS, ∆ Social Support) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .214(a) .046 .045 .09340 1.989
a  Predictors: (Constant), Social Support interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .863 2 .432 49.480 .000(a) 
Residual 17.936 2056 .009    

1 

Total 18.799 2058     
a  Predictors: (Constant), Social Support interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 1.27E-017 .002  .000 1.000
Δ LMS from unemployed to 
employed .036 .005 .145 6.730 .000

1 

Social Support interactive 
variable  .232 .032 .154 7.164 .000

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.8) Social Status: ∆ Social Status = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .266(a) .071 .070 .10738 1.990
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Social status interaction variable (unemp to emp) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression 1.824 1 1.824 158.147 .000(a) 
Residual 23.904 2073 .012    

1 

Total 25.728 2074     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Social status interaction variable (unemp to emp) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -3.32E-017 .003  .000 1.0001 
Δ LMS from unemployed to 
employed .077 .006 .266 12.576 .000

a  Dependent Variable: Social status interaction variable (unemp to emp) 
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6.9.9) Social Status: ∆ Wellbeing = ƒ(∆ LMS, ∆ Social Status) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .178(a) .032 .031 .09238 1.984
a  Predictors: (Constant), Social status interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .560 2 .280 32.788 .000(a) 
Residual 17.143 2009 .009    

1 

Total 17.703 2011     
a  Predictors: (Constant), Social status interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 8.08E-018 .002  .000 1.000
Δ LMS from unemployed to 
employed .030 .006 .117 5.136 .000

1 

Social status interactive 
variable .098 .021 .105 4.619 .000

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.10) Meaningful activities: ∆ Meaningful Activities = ƒ(∆ LMS) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .069(a) .005 .004 .20504 2.051
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Meaningful activities interaction variable (unemp to emp) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .414 1 .414 9.839 .002(a) 
Residual 87.492 2081 .042    

1 

Total 87.906 2082     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Meaningful activities interaction variable (unemp to emp) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -8.22E-018 .005  .000 1.0001 
Δ LMS from unemployed to 
employed -.036 .012 -.069 -3.137 .002

a  Dependent Variable: Meaningful activities interaction variable (unemp to emp) 
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6.9.11) Meaningful activities: ∆ Wellbeing = ƒ(∆ LMS, ∆ Meaningful Activities) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .156(a) .024 .023 .09695 1.998
a  Predictors: (Constant), Meaningful activities interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares Df Mean Square F Sig. 

Regression .485 2 .243 25.806 .000(a) 
Residual 19.420 2066 .009    

1 

Total 19.906 2068     
a  Predictors: (Constant), Meaningful activities interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 3.13E-018 .002  .000 1.000
Δ LMS from unemployed to 
employed .040 .006 .156 7.166 .000

1 

Meaningful activities 
interactive variable 2.06E-005 .011 .000 .002 .998

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.12) Collective Purpose: ∆ Collective Purpose = ƒ(∆ LMS) 
 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .025(a) .001 .000 .18351 1.994
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: CollectPurpInteract 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .044 1 .044 1.305 .253(a) 
Residual 71.391 2120 .034    

1 

Total 71.435 2121     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: CollectPurpInteract 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 4.02E-018 .004  .000 1.0001 
Δ LMS from unemployed to 
employed .011 .010 .025 1.142 .253

a  Dependent Variable: CollectPurpInteract 
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6.9.13) Collective Purpose: ∆ Wellbeing = ƒ(∆ LMS, ∆ Collective Purpose) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .134(a) .018 .017 .09933 1.996
a  Predictors: (Constant), CollectPurpInteract, change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .373 2 .187 18.906 .000(a) 
Residual 20.304 2058 .010    

1 

Total 20.677 2060     
a  Predictors: (Constant), CollectPurpInteract, change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -4.06E-018 .002  .000 1.000
Δ LMS from unemployed to 
employed .034 .006 .128 5.855 .000

1 

Collective Purpose Interactive .020 .013 .033 1.515 .130
a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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6.9.14) Time Structure: ∆ Time Structure = ƒ(∆ LMS) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .163(a) .027 .026 .11863 2.021
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Time structure interaction variable (unemp to emp) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .799 1 .799 56.762 .000(a) 
Residual 29.342 2085 .014    

1 

Total 30.141 2086     
a  Predictors: (Constant), change from unemployed to employed 
b  Dependent Variable: Time structure interaction variable (unemp to emp) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) -8.18E-018 .003  .000 1.0001 
Δ LMS from unemployed to 
employed .050 .007 .163 7.534 .000

a  Dependent Variable: Time structure interaction variable (unemp to emp) 
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6.9.15) Time Structure: ∆ Wellbeing = ƒ(∆ LMS, ∆ Time Structure) 
 
  
 Model Summary(b) 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate Durbin-Watson 

1 .137(a) .019 .018 .10066 1.986
a  Predictors: (Constant), Time structure interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 ANOVA(b) 
 

Model   
Sum of 
Squares df Mean Square F Sig. 

Regression .399 2 .200 19.705 .000(a) 
Residual 20.972 2070 .010    

1 

Total 21.372 2072     
a  Predictors: (Constant), Time structure interaction variable (unemp to emp), change from unemployed to employed 
b  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
 
 
 
 Coefficients(a) 
 

Unstandardised 
Coefficients 

Standardized 
Coefficients 

Model   B Std. Error Beta t Sig. 
(Constant) 2.25E-018 .002  .000 1.000
Δ LMS from unemployed to 
employed .036 .006 .138 6.278 .000

1 

Time structure interactive 
variable  -.020 .019 -.023 -1.049 .294

a  Dependent Variable: Wellbeing interaction variable (change from unemployed to employed) 
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Attachment 7.1 
 

Course Notes for Training Program 
 
 
 

Beating 
Unemployment 

 
 

 
“I guess the job didn’t work out quite the way you expected?” 

 
 
 

Practical skills for building self-esteem, confidence, and finding work faster 
 
 

Presented by 
 

Kenneth Cole and Rad Cameron 
 

Supported by 
 

Quest Employment and Training Solutions 
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Common responses to job loss include stress, anxiety, depression, lowered self-
esteem, mental illness, and behavioural problems such as alcohol abuse and drug 
addiction (people who are unemployed are nearly 3 times more likely to 
consider themselves worthless).   
 
Unemployment has a scarring effect. The longer you remain unemployed, the 
greater the damage to your psychological health. 
 
Psychological health improves with re-employment but not immediately. It can 
take 5-8 months before you start feeling well again. 
 
Self-esteem, self-confidence, and personal responsibility are good indicators of 
how long it takes to find work.  
 
Personal development training can improve psychological health and 
employment status 

HOW DOES UNEMPLOYMENT 
AFFECT YOU?

Decline in 
productivity of 

Labour

Poor Psychological Health
* Declining psychological health
* Financial deprivation
* Loss of latent benefits

  Labour Market 
Attachment

* Less job search activity
* Withdrawal from labour market

UNEMPLOYMENT
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“You’re blessed when you’re content with just who you are – no more, no less. That’s the 
moment you find yourselves proud owners of everything that can’t be bought.” Eugene 

Peterson 
 
 
 
 

IALVAC 
 
 
 

I Am L____________, V______________ And C______________ 
 

 

 
Self

-
esteem is built up in R ______________ 

 

 
“Mirror, mirror on the wall, who’s the biggest, bravest dog of all?” 

 

WHAT IS SELF-ESTEEM? 

WHERE DOES SELF-ESTEEM 
COME FROM?
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Self-esteem is influenced by our S___________ and 
F__________ 
 

 
Success Review 

 
Write 3 successes you have had in each third of your life.  
 
1st Third 
1. 
 
2. 
 
3. 
 
2nd Third 
1. 
 
2. 
 
3. 
 
3rd Third 
1. 
 
2. 
 
3. 
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“Life is either a daring adventure, or it is nothing.” Helen Keller 

 
 

To achieve goals we need to take R__________ 
 

3 risks I have taken in the past 
1. _______________________________ 
 
2. _______________________________ 

 
3. _______________________________ 

 
3 risks waiting for me in the future 

1. _______________________________ 
 
2. _______________________________ 

 
3. _______________________________ 

 

 

WHY IS SELF-ESTEEM 
IMPORTANT? 
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“It is when we’re given choice that we sit with the gods 

and design ourselves.” Dorothy Gilman 
 
 

A  + B = C 
 
 
 

If I were to take 5% more responsibility, I would … 
 
 
 
 
 
 
 
 
 
 
 

THE KEY TO HIGH SELF-ESTEEM AND 

PEAK PERFORMANCE 
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MIND   

 
1. Beliefs, Thoughts, and Values 

 
BELIEFS (Remember A+B=C) 
 
Unrealistic expectations (must’s, have to’s, got to’s, etc.) about yourself, others, or the world 
leads to …  
 
1. Awfulising (Catastraphising) – “This is disastrous.”  
2. Overgeneralising – “I didn’t get the job. I’ll never get a job.” 
3. Self-rating – “I’m stupid”.  
4. Attribution errors – “It’s my fault my parents divorced.” 
5. Low frustration tolerance – “I can’t stand it.” 
 
 
 
 
 
 
 
 

Spirit

Mind

Emotions

Body
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Affirmations 
 

P____________ 
 
P____________ 
 
P____________ 
 
P_____________ 

 
• “I am a lovable, valuable and capable person.” 
• “I am comfortable feeling uncomfortable.” 
• “I make mistakes, I own my mistakes and I am not my mistakes.” 
• “I enjoy life’s challenges and I am learning all the time.” 
• “I am a risk taker. I feel the fear and do it anyway.” 
• “Every day, in every way, I am getting better, better and better.” 
• “I forgive others and myself easily.” 
• “I take action and ask for what I want.” 
• “I am open to receiving feedback that helps me learn and grow.” 
• “I am excitedly achieving my goals.” 
• “I am responsible for creating value and interest in my life.” 
• “I can turn problems into opportunities if I face them and work at them.” 
• “Continued effort will pay off in some way.” 
• “I am open to receiving, and respond positively, to feedback.” 
• “I will never, never, never, give up.” 

 
 
Rude Interruption Technique 
 

When you catch yourself saying or thinking something negative, immediately say “Stop”, or 
“Cancel, Cancel”, and then replace the negative thought with a positive one.  

 

 

Ask empowering questions 

Morning questions 
• What am I happy about today? 
• What am I excited about today? 
• What am I grateful for today? 
• What am I committed to today? 
• Who do I love and who loves me? 
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• VALUES 
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Means Vs. Ends 
 
What’s important to me … 

• In life 
• In a job 
• In a relationship 
• In a friendship 

 
 

2. Imagination 
 
 
 

F.E.A.R. 
 

F___________ E___________ A____________ R___________ 
 
 
 

How to visualise 
1. Relax 
2. Think of a goal and describe it to yourself in 6 sentences 
or less 
3. Create a picture in your mind of that goal 
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EMOTIONS   

 
1. Accept them 
 
 
2. Express them positively 
 
 
3. Use them as a source of feedback 
 
 

Here and Now Wheel 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4. Let go of them 

• Write a Total Truth letter 
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Total Truth Letter 
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BODY   

 
Exercise 
 
 
Healthy Diet 
 
 
Relaxation 
 
 
Movement 
 
 
 
 
 

SPIRIT   

 
“Live as if you were to die tomorrow. Learn as if you were  

to live forever.”  Ghandi 
 
 

Spirit  = Self-awareness = Freedom 
 
 

Ways to develop self-awareness 
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1. KNOW WHAT YOU WANT 
 

“There are those who never reflect with any intensive awareness on 
any part of their lives. They eat and sleep, they work and 
reproduce, and they study and forget. They play it safe and tiptoe 
through life with no aspiration other than to arrive at death 
safely.”  Tony Campolo 
 

 
 
 
 

Exercise: Wheel of Life
Use the below wheel to evaluate each area of your life. Rate each area on a scale of 0-10 and 
draw in a curved line corresponding to that score. How smoothly is your life rolling along right now?

Physical 
environment Career

Finances

Physical 
Health

RelationshipsSpiritual/Mental

Emotional 
Wellbeing

Fun & 
Recreation
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What do you want? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

“A single moment of understanding can flood a whole life with meaning.” 

Anonymous 
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2. SET GOALS 

 

 
 

“Shoot for the moon. Even if you miss it you will land among the stars.” 
Les Brown 

 
 
 
Create SMART goals 

Specific 
Measurable 
Aligned with values 
Realistic 
Time limited 

 
 

Write Goals 
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3. FIND SUPPORT 
 
1. Use role models 
 
2. Find a mentor or coach 
 
3. Create or join a support group 
 
4. Create a mastermind group 
 
5. Access community support services 
 
 
 

4. TAKE ACTION 
“Goals are funny things. They do not work unless you do.” 

 
Action plans 
Break each goal down into as many individual steps as possible and then do those steps. 
 
 
Motivating yourself to take action 

1. What action do I need to take now? 
2. What will it cost me if I do not take any action? 
3. What benefits do I get from not taking any action? 
4. What will I benefit from taking action? 

 
 
 
 

5. RESPOND TO FEEDBACK 
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6. STAY COMMITTED 

 

 
 

“Where there’s a will, there’s a way.” 
 
 

Review your goals regularly 
 

Use affirmations and visualisation 
 
 
 

 
 

TOKEN ECONOMY PLAN
Week 1 Week 2 Week 3 Week 4

Activities M T W T F S M T W T F S M T W T F S M T W T F S Total

TOTAL
Demerits

GRAND TOTAL
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7. HAVE FUN AND SAY ‘THANKS!’ 
 
Have a celebration fund 
 
10 things I love to do as a reward 
 
1.  
 
2. 
 
3. 
 
4. 
 
5. 
 
6. 
 
7. 
 
8. 
 
9. 
 
10. 
 

“Think and Thank” 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

BOARD OF 
DIRECTORS 
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Attachment 7.2 (Pre-Training Survey) 
 

SURVEY ON EMPLOYMENT TRAINING 
 
Researcher: Kenneth Cole 
 
Research Supervisors: Dr Anne Daly, Dr Anita Mak 
 
This survey is part of a study in Economics/Psychology at the University of Canberra looking 
at how training can be used to help jobseekers find work more quickly by improving work 
skills, enhancing self-image and building confidence. It is also a chance for you to consider 
how you think and feel about yourself. This research has been approved by The University of 
Canberra Committee for Ethics in Human Research.  
 
The following survey asks some questions about your background, how you view yourself, 
and employment status. It is expected that the survey will take approximately 20 minutes to 
complete. If you find any aspect of this survey to be distressing, you may choose not to 
complete it. If you feel any lasting distress, you can contact Lifeline on 13 11 14.  
 
With the exception of some initial questions that ask for background information about 
yourself, please answer ALL questions by placing a ‘ ’ in the most appropriate box. This is 
not a test - there are no right or wrong answers, and everyone will have different responses.  
Answer each question according to how you feel now, rather than how you may have felt in 
the past. Answer each question as quickly as possible as your first response is usually the 
most accurate. 
 
This survey is STRICTLY CONFIDENTIAL and your individual responses will not be 
discussed with, or released to, anyone else. Responses will only be reported in group form for 
research purposes. Please DO NOT write your name at the top of the survey. Instead, write 
your mother’s initials and the last three digits of your telephone number (e.g. CG928)). This 
ensures your responses remain anonymous. Please DO NOT leave the space blank as this will 
make it impossible to compare your ‘before and after’ results. After the data is compiled, your 
survey will be destroyed.  
 
Thank you for your help with this research!  
 
Sincerely,  
Kenneth Cole 
Researcher 
University of Canberra  ACT  2601 
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PERSONAL INFORMATION 
 
 

 
What is your age group? (please tick) 

  <20   20 - 24   25 - 29   30 - 34   35 - 39   40 - 44 

  45 – 49   50 - 54   55 - 59   60 - 64   >65  

What is your gender? (please tick)  Male  Female 

What level of education have you attained? (please tick one) 
 Year 9 or under   Year 10  Year 12 Tertiary certificate/diploma 
 Undergraduate degree   Postgraduate degree 

 

 

 
 

 

 

 
 
 
 
 
 
 
 

Please create an alias by writing your mother's initials and the last three 
digits of your phone number (e.g. CG928)

Yes No
Do you identify yourself as indigenous or a Torres Strait Islander?

Yes No
Is your first language something other than english?

Single Married
Partnered
/Defacto Separated Divorced Widowed

What is your marital status?

Yes No
Do you have any dependent children? (under 18 years old)
If 'Yes', how many?

Approximately how many years of work experience do you have? 

Which of the following best describes your current labour market status?
Unemployed
Employed part time (less than 25 hours per week)
Employed full time
Studying part time or full time
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SECTION ONE 
 
 

 
 
 
SECTION TWO 
 
Read each pair of statements. Tick one of the boxes (and only box per pair of statements) to indicate the response 
that best applies to you. For example, on the sample item below, if you are usually able to pay your bills on time 
you would tick the number “1” or “2” box. If you usually have trouble paying your bills on time you  would tick 
the number “6” or “7” box. If you are sometimes able to pay your bills on time, you would tick the number “3” 
or “4” box. If you sometimes have trouble paying your bills on time then you would tick the number “4” or “5” 
box. 
 
Sample Item 
 

(a)   I am able to pay my bills on time 

 1  2  3  4  5  6  7 

    I have trouble paying my bills 
on time 

 
These questions ask about how you use your time 
 

1.    I often have a lot of time on my hands 

 1  2  3  4  5  6  7 

    I rarely have a lot of time on my 
hands 

2.    I often wish I had more things to do to 
 fill up the time in my days  1  2  3  4  5  6  7 

    I rarely wish I had more things 
to do to fill up the time in my days 

3.    Time usually drags for me 

 1  2  3  4  5  6  7 

    Time rarely drags for me 

4.    There is usually too much spare time  
       in my day  1  2  3  4  5  6  7 

    There is rarely too much spare 
time in my day 

5.    I rarely keep busy during the day 

 1  2  3  4  5  6  7 

    I usually keep busy during  
    the day 

6.    I often have nothing to do 

 1  2  3  4  5  6  7 

    I rarely have nothing to do 

 
 
These questions refer to the social contacts you have       
  

Are you curently looking for a job? (circle one answer) 1 - Yes 2 - No

If you are currently looking for a job, please indicate how confident you are in each of the following
situations. "1" means you have no confidence at all and "7" means full of confidence. Circle "4" if you
feel somewhat confident. If you are not currently looking for a job, go directly to the next section.

No Full of 
Confidence Confidence

Contacting potential employers to find 
out about the availability of jobs?

1 2 3 4 5 6 7

Contacting other people to find out 
about what jobs may be available?

1 2 3 4 5 6 7

Explaining to others about your 
qualifications and work experience?

1 2 3 4 5 6 7

Preparing for a job interview? 1 2 3 4 5 6 7
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7.    I rarely have a lot of opportunities to  
       mix with people  1  2  3  4  5  6  7 

    I usually have a lot of 
opportunities to mix with people 

8.    I rarely engage in social activities  
        with others  1  2  3  4  5  6  7 

    I regularly engage in social 
activities with  others 

9.    I rarely go out and meet with others 

 1  2  3  4  5  6  7 

    I often go out and meet with 
others 

10.   I seldom meet new people 

 1  2  3  4  5  6  7 

    I often meet new people 

11.   I rarely have a lot of opportunities to mix  
with other people  1  2  3  4  5  6  7 

    I usually have a lot of 
opportunities to  mix  with other 
people 

12.   I rarely engage in social 
        activities with people I know  1  2  3  4  5  6  7 

    I regularly engage in social 
activities with people I know 

 
These questions ask about your relationship with the wider community 
 

13.   I rarely feel that I make a meaningful  
        contribution to society  1  2  3  4  5  6  7 

    I often feel that I make a 
meaningful contribution to society 

14.   I rarely feel very much a part of my  
        community  1  2  3  4  5  6  7 

    I usually feel very much a part 
of my Community 

15.   I contribute minimally to my community 

 1  2  3  4  5  6  7 

    I contribute greatly to my 
community 

16.   I seldom feel a valuable part of society 

 1  2  3  4  5  6  7 

    I often feel a valuable part of 
society 

17.   I rarely feel I make a meaningful 
contribution to society  1  2  3  4  5  6  7 

    I often feel I make a meaningful 
contribution to society 

18.   I do not hold a valuable position in society 

 1  2  3  4  5  6  7 

    I hold a valuable position in  
    Society 

  
        These questions ask about your activities during the day 
   

19.   I usually need others to push me to do  
things  1  2  3  4  5  6  7 

    I rarely need others to push me 
to do things 

20.   I rarely catch up with the things I  
        have to do  1  2  3  4  5  6  7 

    I always catch up with the 
things I have to do 

21.   I rarely do all the things I have to 

 1  2  3  4  5  6  7 

    I usually do all the things I have 
to 

22.   I do not find it useful to structure my time 

 1  2  3  4  5  6  7 

    I find it useful to structure my  
    time 

23.   My days are not usually well organised 

 1  2  3  4  5  6  7 

    My days are usually well 
organised 

24.   I do not  have a good balance in my day  
between responsibilities and free  
        time  1  2  3  4  5  6  7 

    I  have a good balance in my  
    day between responsibilities and 
free time 

 
         These questions ask about how others see you 
      

25.   I am rarely important to my friends 

 1  2  3  4  5  6  7 

    I am usually important to my 
friends 

26.   My friends rarely value my company 

 1  2  3  4  5  6  7 

    My friends usually value my 
company 
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27.   I am rarely valued by the people 
        around me  1  2  3  4  5  6  7 

    I am often valued by the people 
around me 

28.   I rarely help others 

 1  2  3  4  5  6  7 

    I often help others 

29.   My assistance is rarely welcomed 
        by my family and friends  1  2  3  4  5  6  7 

    My assistance is greatly 
welcomed by my family and 
friends 

30.   People rarely rely on me for help 

 1  2  3  4  5  6  7 

    People often rely on me for help 

Copyright © 
 
 
These questions ask about your financial situation 
 

31.   My income doesn’t restrict me from  
         living as well as my friends  1  2  3  4  5  6  7 

    My income restricts me from 
living as well as my friends 

32.   From the income I receive I often  
        have money left for savings  1  2  3  4  5  6  7 

    From the income I receive I 
rarely have money left for savings 

33.   My income usually allows me to  
        socialise as often as I like  1  2  3  4  5  6  7 

    My income rarely allows me to 
socialise as often as I like 

34.   My income usually allows me to do  
         the things I want  1  2  3  4  5  6  7 

    My income rarely allows me to 
do the things I want 

35.   I often have enough money to buy  
        treats for myself  1  2  3  4  5  6  7 

    I rarely have enough money to 
buy treats for myself 

36.   My level of income usually allows 
        me to make plans for the future  1  2  3  4  5  6  7 

    My level of income rarely 
allows me to make plans for the 
future 

 
SECTION THREE 
 

Please tick ( ) the box that best represents your response to the following statements. 

 

S t r o n g l y  
d i s a g r e e D i s a g r e e A g r e e

S t r o n g l y  
A g r e e

O n  t h e  w h o l e ,  I  a m  s a t i s f i e d  w i t h  m y s e l f .

A t  t i m e s  I  t h i n k  I  a m  n o  g o o d  a t  a l l .

I  f e e l  t h a t  I  h a v e  a  n u m b e r  o f  g o o d  
q u a l i t i e s .
I  a m  a b l e  t o  d o  t h i n g s  a s  w e l l  a s  m o s t  
o t h e r  p e o p l e .  

I  f e e l  I  d o  n o t  h a v e  m u c h  t o  b e  p r o u d  o f .  

I  c e r t a i n l y  f e e l  u s e l e s s  a t  t i m e s .  

I  f e e l  t h a t  I  a m  a  p e r s o n  o f  w o r t h ,  a t  l e a s t  
o n  a n  e q u a l  p l a n e  w i t h  o t h e r s .  
I  w i s h  I  c o u l d  h a v e  m o r e  r e s p e c t  f o r  
m y s e l f .  
A l l  i n  a l l ,  I  a m  i n c l i n e d  t o  f e e l  t h a t  I  a m  a  
f a i l u r e .  

I  t a k e  a  p o s i t i v e  a t t i t u d e  t o w a r d  m y s e l f .  
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Please tick ( ) the box that best represents your response to the following statements. 

 

 
 
 
 
 
 
 
 
 

Strongly 
Agree Agree Undecided Disagree

Strongly 
Disagree

I will be able to achieve most of the 
goals that I have set for myself.
When facing difficult tasks, I am 
certain that I will accomplish them.
In general, I think that I can obtain 
outcomes that are important to me. 
I believe I can succeed at most any 
endeavour to which I set my mind.
I will be able to successfully 
overcome many challenges. 
I am confident that I can perform 
effectively on many  different tasks. 
Compared to other people, I can do 
most tasks very well. 
Even when things are tough, I can 
perform quite well. 

Strongly 
Disagree

Disagree 
Somewhat

Slightly 
Disagree

Slightly 
Agree

Agree 
Somewhat

Strongly 
Agree

Whether or not I get to be a leader depends 
mostly on my ability.
Whether or not I get into a car accident 
depends mostly on how good a driver I am.
When I make plans I am almost certain to 
make them work. 
How many friends I have depends on how 
nice a person I am. 
I can pretty much determine what will 
happen in my life. 
I am usually able to protect my personal 
interests.
When I get what I want, it's usually because I 
worked hard for it. 
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Please tick ( ) the box that best represents your response to the following statements. 
 
 

Y e s U n d e c i d e d N o
D o  y o u  s o m e t i m e s  f e e l  h a p p y ,  s o m e t i m e s ,  
d e p r e s s e d ,  w i t h o u t  a n y  a p p a r e n t  r e a s o n ?
D o  y o u  h a v e  f r e q u e n t  u p s  a n d  d o w n s  i n  
m o o d ,  e i t h e r  w i t h  o r  w i t h o u t  a p p a r e n t  
c a u s e ?

A r e  y o u  i n c l i n e d  t o  b e  m o o d y ?

D o e s  y o u r  m i n d  o f t e n  w a n d e r  w h i l e  y o u  
a r e  t r y i n g  t o  c o n c e n t r a t e ?
A r e  y o u  f r e q u e n t l y  " l o s t  i n  t h o u g h t "  e v e n  
w h e n  s u p p o s e d  t o  b e  t a k i n g  p a r t  i n  a  
c o n v e r s a t i o n ?
A r e  y o u  s o m e t i m e s  b u b b l i n g  o v e r  w i t h  
e n e r g y  a n d  s o m e t i m e s  v e r y  s l u g g i s h ?

Why are you currently engaged 
in looking for a job?

Corresponds 
not at all

Corresponds 
a very little

Corresponds 
a little

Corresponds 
moderately

Corresponds 
enough

Corresponds 
a lot

Corresponds 
exactly

1. Because I think that job-searching is 
interesting
2. Because I am doing it for my own 
good
3. Because I am supposed to do it

4. There may be good reasons to search 
for a job, but personally I don't see any

5. Because I think that this job-search 
activity is pleasant
6. Because I think that this activity is 
good for me
7. Because it is something that I have to 
do
8. I do this job-searching activity, but I 
am not sure it is worth it
9. Because job-searching in fun
10. By personal decision
11. Because I don't have any choice
12. I don't know; I don't see what this 
job-searching brings me
13. Because I feel good when doing this 
job-searching
14. Because I believe this job-searching 
is important for me
15. Because I feel that I have to do it
16. I do this job-searching, but I am not 
sure it is a good thing to pursue it
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Here is a list of statements describing how people sometimes feel.  After each one, circle the number 
which best tells how often you have felt this way during the past week. 

 

1 = Hardly Ever 2 = Some of the Time 3 = Most of the Time 
 

1. I felt depressed. 1 2 3 
2. I felt that everything I did was an effort. 1 2 3 
3. My sleep was restless. 1 2 3 
4. I was happy. 1 2 3 
5. I felt lonely. 1 2 3 
6. People were unfriendly. 1 2 3 
7. I enjoyed life. 1 2 3 
8. I felt sad. 1 2 3 
9. I felt that people disliked me. 1 2 3 
10. I could not get going. 1 2 3 
11. My appetite was poor. 1 2 3 

Thank you for completing this survey! Please seal it in the envelope provided 
and place it in the box at the front of the room. 

  

HAVE YOU RECENTLY:
Been able to concentrate on whatever you're doing? Better than 

usual
Same as usual Worse than 

usual
Much worse 
than usual

Lost much sleep over worry? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Felt that you are playing a useful part in things? More so than 
usual

Same as usual Less useful 
than usual

Much less 
useful

Felt capable of making decisions about things? More so than 
usual

Same as usual Less so than 
usual

Much less 
capable

Felt constantly under strain? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Felt you couldn’t overcome your difficulties? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been able to enjoy your normal day-to-day activities? More so than 
usual

Same as usual Less so than 
usual

Much less 
than usual

Been able to face up to your problems? More so than 
usual

Same as usual Less able than 
usual

Much less 
able

Been feeling unhappy and depressed? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been losing confidence in yourself? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been thinking of yourself as a worthless person? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been feeling reasonably happy, all things considered? More so than 
usual

About same as 
usual

Less so than 
usual

Much less 
than usual



 379

Attachment 7.3 (Post PDT and JST Survey) 
 

 
SURVEY ON EMPLOYMENT TRAINING 

 
Researcher: Kenneth Cole 
 
Research Supervisors: Dr Anne Daly, Dr Anita Mak 
 
This survey is part of a study in Economics/Psychology at the University of Canberra looking 
at how training can be used to help jobseekers find work more quickly by improving work 
skills, enhancing self-image and building confidence. It is also a chance for you to consider 
how you think and feel about yourself. This research has been approved by The University of 
Canberra Committee for Ethics in Human Research.  
 
The following survey asks some questions about your background, how you view yourself, 
and employment status. It is expected that the survey will take approximately 20 minutes to 
complete. If you find any aspect of this survey to be distressing, you may choose not to 
complete it. If you feel any lasting distress, you can contact Lifeline on 13 11 14.  
 
With the exception of some initial questions that ask for background information about 
yourself, please answer ALL questions by placing a ‘ ’ in the most appropriate box. This is 
not a test - there are no right or wrong answers, and everyone will have different responses.  
Answer each question according to how you feel now, rather than how you may have felt in 
the past. Answer each question as quickly as possible as your first response is usually the 
most accurate. 
 
This survey is STRICTLY CONFIDENTIAL and your individual responses will not be 
discussed with, or released to, anyone else. Responses will only be reported in group form for 
research purposes. Please DO NOT write your name at the top of the survey. Instead, write 
your mother’s initials and the last three digits of your telephone number (e.g. CG928)). This 
ensures your responses remain anonymous. Please DO NOT leave the space blank as this will 
make it impossible to compare your ‘before and after’ results. After the data is compiled, your 
survey will be destroyed.  
 
Thank you for your help with this research!  
 
Sincerely,  
Kenneth Cole 
Researcher 
University of Canberra  ACT  2601 
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PERSONAL INFORMATION 
 
 

 
 

 
 
 
SECTION THREE 
 

Please tick ( ) the box that best represents your response to the following statements. 
 

Please create an alias by writing your mother's initials and the last three 
digits of your phone number (e.g. CG928)

S t r o n g l y  
d i s a g r e e D i s a g r e e A g r e e

S t r o n g l y  
A g r e e

O n  t h e  w h o l e ,  I  a m  s a t i s f i e d  w i t h  m y s e l f .

A t  t i m e s  I  t h i n k  I  a m  n o  g o o d  a t  a l l .

I  f e e l  t h a t  I  h a v e  a  n u m b e r  o f  g o o d  
q u a l i t i e s .
I  a m  a b l e  t o  d o  t h i n g s  a s  w e l l  a s  m o s t  
o t h e r  p e o p l e .  

I  f e e l  I  d o  n o t  h a v e  m u c h  t o  b e  p r o u d  o f .  

I  c e r t a i n l y  f e e l  u s e l e s s  a t  t i m e s .  

I  f e e l  t h a t  I  a m  a  p e r s o n  o f  w o r t h ,  a t  l e a s t  
o n  a n  e q u a l  p l a n e  w i t h  o t h e r s .  
I  w i s h  I  c o u l d  h a v e  m o r e  r e s p e c t  f o r  
m y s e l f .  
A l l  i n  a l l ,  I  a m  i n c l i n e d  t o  f e e l  t h a t  I  a m  a  
f a i l u r e .  

I  t a k e  a  p o s i t i v e  a t t i t u d e  t o w a r d  m y s e l f .  

Are you curently looking for a job? (circle one answer) 1 - Yes 2 - No

If you are currently looking for a job, please indicate how confident you are in each of the following
situations. "1" means you have no confidence at all and "7" means full of confidence. Circle "4" if you
feel somewhat confident. If you are not currently looking for a job, go directly to the next section.

No Full of 
Confidence Confidence

Contacting potential employers to find 
out about the availability of jobs?

1 2 3 4 5 6 7

Contacting other people to find out 
about what jobs may be available?

1 2 3 4 5 6 7

Explaining to others about your 
qualifications and work experience?

1 2 3 4 5 6 7

Preparing for a job interview? 1 2 3 4 5 6 7
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Please tick ( ) the box that best represents your response to the following statements. 

 
 
 
 
Please tick ( ) the box that best represents your response to the following statements. 

 
 
 
 

Strongly 
Agree Agree Undecided Disagree

Strongly 
Disagree

I will be able to achieve most of the 
goals that I have set for myself.
When facing difficult tasks, I am 
certain that I will accomplish them.
In general, I think that I can obtain 
outcomes that are important to me. 
I believe I can succeed at most any 
endeavour to which I set my mind.
I will be able to successfully 
overcome many challenges. 
I am confident that I can perform 
effectively on many  different tasks. 
Compared to other people, I can do 
most tasks very well. 
Even when things are tough, I can 
perform quite well. 

Strongly 
Disagree

Disagree 
Somewhat

Slightly 
Disagree

Slightly 
Agree

Agree 
Somewhat

Strongly 
Agree

Whether or not I get to be a leader depends 
mostly on my ability.
Whether or not I get into a car accident 
depends mostly on how good a driver I am.
When I make plans I am almost certain to 
make them work. 
How many friends I have depends on how 
nice a person I am. 
I can pretty much determine what will 
happen in my life. 
I am usually able to protect my personal 
interests.
When I get what I want, it's usually because I 
worked hard for it. 
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Y e s U n d e c i d e d N o
D o  y o u  s o m e t i m e s  f e e l  h a p p y ,  s o m e t i m e s ,  
d e p r e s s e d ,  w i t h o u t  a n y  a p p a r e n t  r e a s o n ?
D o  y o u  h a v e  f r e q u e n t  u p s  a n d  d o w n s  i n  
m o o d ,  e i t h e r  w i t h  o r  w i t h o u t  a p p a r e n t  
c a u s e ?

A r e  y o u  i n c l i n e d  t o  b e  m o o d y ?

D o e s  y o u r  m i n d  o f t e n  w a n d e r  w h i l e  y o u  
a r e  t r y i n g  t o  c o n c e n t r a t e ?
A r e  y o u  f r e q u e n t l y  " l o s t  i n  t h o u g h t "  e v e n  
w h e n  s u p p o s e d  t o  b e  t a k i n g  p a r t  i n  a  
c o n v e r s a t i o n ?
A r e  y o u  s o m e t i m e s  b u b b l i n g  o v e r  w i t h  
e n e r g y  a n d  s o m e t i m e s  v e r y  s l u g g i s h ?
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SECTION FOUR 
 

 
 
 
 
Thank you for completing this survey! Please seal it in the envelope provided 

and place it in the box at the front of the room.  

 

Overall, I found the program (circle one number)

1 very relevant to my needs
2 relevant to my needs
3 not very relevant to my needs
4 not at all relevant to my needs

Please rate the following aspects of the program out of 10, where 0 = of no value at all, and 10 = extremely valuable and useful.

__ the demonstration by the trainers
__ the practice and coaching sessions
__ the talks by the trainers
__ the discussions in the group
__ Action plan at end of session
__ the homework practice of carrying out the action plan

Please rate the trainers (out of 10 where 10 is the top score) on the following:

__ knowledge
__ helpfulness
__ presentation of material
__ modelling of competencies
__ organisation of the group

6. If you have attended the Personal Development Program, please also answer the following questions.

What were the most important parts of the program for you?

What were the least useful parts?
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Attachment 7.4 (2 month Follow-up Survey) 

SURVEY ON EMPLOYMENT TRAINING 
 
Researcher: Kenneth Cole 
 
Research Supervisors: Dr Anne Daly, Dr Anita Mak 
 
This survey is part of a study in Economics/Psychology at the University of Canberra looking 
at how training can be used to help jobseekers find work more quickly by improving work 
skills, enhancing self-image and building confidence. It is also a chance for you to consider 
how you think and feel about yourself. This research has been approved by The University of 
Canberra Committee for Ethics in Human Research.  
 
The following survey asks some questions about your background, how you view yourself, 
and employment status. It is expected that the survey will take approximately 20 minutes to 
complete. If you find any aspect of this survey to be distressing, you may choose not to 
complete it. If you feel any lasting distress, you can contact Lifeline on 13 11 14.  
 
With the exception of some initial questions that ask for background information about 
yourself, please answer ALL questions by placing a ‘ ’ in the most appropriate box. This is 
not a test - there are no right or wrong answers, and everyone will have different responses.  
Answer each question according to how you feel now, rather than how you may have felt in 
the past. Answer each question as quickly as possible as your first response is usually the 
most accurate. 
 
This survey is STRICTLY CONFIDENTIAL and your individual responses will not be 
discussed with, or released to, anyone else. Responses will only be reported in group form for 
research purposes. Please DO NOT write your name at the top of the survey. Instead, write 
your mother’s initials and the last three digits of your telephone number (e.g. CG928)). This 
ensures your responses remain anonymous. Please DO NOT leave the space blank as this will 
make it impossible to compare your ‘before and after’ results. After the data is compiled, your 
survey will be destroyed.  
 
Thank you for your help with this research!  
 
Sincerely,  
Kenneth Cole 
Researcher 
University of Canberra  ACT  2601 
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PERSONAL INFORMATION 
 
 

 
What is your age group? (please tick) 

  <20   20 - 24   25 - 29   30 - 34   35 - 39   40 - 44 

  45 – 49   50 - 54   55 - 59   60 - 64   >65  

What is your gender? (please tick)  Male  Female 

What level of education have you attained? (please tick one) 
 Year 9 or under   Year 10  Year 12 Tertiary certificate/diploma 
 Undergraduate degree   Postgraduate degree 

 

 

 
 

 

 

 
 
 
 
 
 
 
 

Please create an alias by writing your mother's initials and the last three 
digits of your phone number (e.g. CG928)

Yes No
Do you identify yourself as indigenous or a Torres Strait Islander?

Yes No
Is your first language something other than english?

Single Married
Partnered
/Defacto Separated Divorced Widowed

What is your marital status?

Yes No
Do you have any dependent children? (under 18 years old)
If 'Yes', how many?

Approximately how many years of work experience do you have? 

Which of the following best describes your current labour market status?
Unemployed
Employed part time (less than 25 hours per week)
Employed full time
Studying part time or full time
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SECTION ONE 
 
 

 
 
 
SECTION TWO 
 
Read each pair of statements. Tick one of the boxes (and only box per pair of statements) to indicate the response 
that best applies to you. For example, on the sample item below, if you are usually able to pay your bills on time 
you would tick the number “1” or “2” box. If you usually have trouble paying your bills on time you  would tick 
the number “6” or “7” box. If you are sometimes able to pay your bills on time, you would tick the number “3” 
or “4” box. If you sometimes have trouble paying your bills on time then you would tick the number “4” or “5” 
box. 
 
Sample Item 
 

(a)   I am able to pay my bills on time 

 1  2  3  4  5  6  7 

    I have trouble paying my bills 
on time 

 
These questions ask about how you use your time 
 

1.    I often have a lot of time on my hands 

 1  2  3  4  5  6  7 

    I rarely have a lot of time on my 
hands 

2.    I often wish I had more things to do to 
 fill up the time in my days  1  2  3  4  5  6  7 

    I rarely wish I had more things 
to do to fill up the time in my days 

3.    Time usually drags for me 

 1  2  3  4  5  6  7 

    Time rarely drags for me 

4.    There is usually too much spare time  
       in my day  1  2  3  4  5  6  7 

    There is rarely too much spare 
time in my day 

5.    I rarely keep busy during the day 

 1  2  3  4  5  6  7 

    I usually keep busy during  
    the day 

6.    I often have nothing to do 

 1  2  3  4  5  6  7 

    I rarely have nothing to do 

 
 
These questions refer to the social contacts you have       
  

Are you curently looking for a job? (circle one answer) 1 - Yes 2 - No

If you are currently looking for a job, please indicate how confident you are in each of the following
situations. "1" means you have no confidence at all and "7" means full of confidence. Circle "4" if you
feel somewhat confident. If you are not currently looking for a job, go directly to the next section.

No Full of 
Confidence Confidence

Contacting potential employers to find 
out about the availability of jobs?

1 2 3 4 5 6 7

Contacting other people to find out 
about what jobs may be available?

1 2 3 4 5 6 7

Explaining to others about your 
qualifications and work experience?

1 2 3 4 5 6 7

Preparing for a job interview? 1 2 3 4 5 6 7
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7.    I rarely have a lot of opportunities to  
       mix with people  1  2  3  4  5  6  7 

    I usually have a lot of 
opportunities to mix with people 

8.    I rarely engage in social activities  
        with others  1  2  3  4  5  6  7 

    I regularly engage in social 
activities with  others 

9.    I rarely go out and meet with others 

 1  2  3  4  5  6  7 

    I often go out and meet with 
others 

10.   I seldom meet new people 

 1  2  3  4  5  6  7 

    I often meet new people 

11.   I rarely have a lot of opportunities to mix  
with other people  1  2  3  4  5  6  7 

    I usually have a lot of 
opportunities to  mix  with other 
people 

12.   I rarely engage in social 
        activities with people I know  1  2  3  4  5  6  7 

    I regularly engage in social 
activities with people I know 

 
These questions ask about your relationship with the wider community 
 

13.   I rarely feel that I make a meaningful  
        contribution to society  1  2  3  4  5  6  7 

    I often feel that I make a 
meaningful contribution to society 

14.   I rarely feel very much a part of my  
        community  1  2  3  4  5  6  7 

    I usually feel very much a part 
of my Community 

15.   I contribute minimally to my community 

 1  2  3  4  5  6  7 

    I contribute greatly to my 
community 

16.   I seldom feel a valuable part of society 

 1  2  3  4  5  6  7 

    I often feel a valuable part of 
society 

17.   I rarely feel I make a meaningful 
contribution to society  1  2  3  4  5  6  7 

    I often feel I make a meaningful 
contribution to society 

18.   I do not hold a valuable position in society 

 1  2  3  4  5  6  7 

    I hold a valuable position in  
    Society 

  
        These questions ask about your activities during the day 
   

19.   I usually need others to push me to do  
things  1  2  3  4  5  6  7 

    I rarely need others to push me 
to do things 

20.   I rarely catch up with the things I  
        have to do  1  2  3  4  5  6  7 

    I always catch up with the 
things I have to do 

21.   I rarely do all the things I have to 

 1  2  3  4  5  6  7 

    I usually do all the things I have 
to 

22.   I do not find it useful to structure my time 

 1  2  3  4  5  6  7 

    I find it useful to structure my  
    time 

23.   My days are not usually well organised 

 1  2  3  4  5  6  7 

    My days are usually well 
organised 

24.   I do not  have a good balance in my day  
between responsibilities and free  
        time  1  2  3  4  5  6  7 

    I  have a good balance in my  
    day between responsibilities and 
free time 

 
         These questions ask about how others see you 
      

25.   I am rarely important to my friends 

 1  2  3  4  5  6  7 

    I am usually important to my 
friends 

26.   My friends rarely value my company 

 1  2  3  4  5  6  7 

    My friends usually value my 
company 
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27.   I am rarely valued by the people 
        around me  1  2  3  4  5  6  7 

    I am often valued by the people 
around me 

28.   I rarely help others 

 1  2  3  4  5  6  7 

    I often help others 

29.   My assistance is rarely welcomed 
        by my family and friends  1  2  3  4  5  6  7 

    My assistance is greatly 
welcomed by my family and 
friends 

30.   People rarely rely on me for help 

 1  2  3  4  5  6  7 

    People often rely on me for help 

Copyright © 
 
 
These questions ask about your financial situation 
 

31.   My income doesn’t restrict me from  
         living as well as my friends  1  2  3  4  5  6  7 

    My income restricts me from 
living as well as my friends 

32.   From the income I receive I often  
        have money left for savings  1  2  3  4  5  6  7 

    From the income I receive I 
rarely have money left for savings 

33.   My income usually allows me to  
        socialise as often as I like  1  2  3  4  5  6  7 

    My income rarely allows me to 
socialise as often as I like 

34.   My income usually allows me to do  
         the things I want  1  2  3  4  5  6  7 

    My income rarely allows me to 
do the things I want 

35.   I often have enough money to buy  
        treats for myself  1  2  3  4  5  6  7 

    I rarely have enough money to 
buy treats for myself 

36.   My level of income usually allows 
        me to make plans for the future  1  2  3  4  5  6  7 

    My level of income rarely 
allows me to make plans for the 
future 

 
SECTION THREE 
 

Please tick ( ) the box that best represents your response to the following statements. 

 

S t r o n g l y  
d i s a g r e e D i s a g r e e A g r e e

S t r o n g l y  
A g r e e

O n  t h e  w h o l e ,  I  a m  s a t i s f i e d  w i t h  m y s e l f .

A t  t i m e s  I  t h i n k  I  a m  n o  g o o d  a t  a l l .

I  f e e l  t h a t  I  h a v e  a  n u m b e r  o f  g o o d  
q u a l i t i e s .
I  a m  a b l e  t o  d o  t h i n g s  a s  w e l l  a s  m o s t  
o t h e r  p e o p l e .  

I  f e e l  I  d o  n o t  h a v e  m u c h  t o  b e  p r o u d  o f .  

I  c e r t a i n l y  f e e l  u s e l e s s  a t  t i m e s .  

I  f e e l  t h a t  I  a m  a  p e r s o n  o f  w o r t h ,  a t  l e a s t  
o n  a n  e q u a l  p l a n e  w i t h  o t h e r s .  
I  w i s h  I  c o u l d  h a v e  m o r e  r e s p e c t  f o r  
m y s e l f .  
A l l  i n  a l l ,  I  a m  i n c l i n e d  t o  f e e l  t h a t  I  a m  a  
f a i l u r e .  

I  t a k e  a  p o s i t i v e  a t t i t u d e  t o w a r d  m y s e l f .  



 389

Please tick ( ) the box that best represents your response to the following statements. 

 

 
 
 
 
 
 
 
 
 

Strongly 
Agree Agree Undecided Disagree

Strongly 
Disagree

I will be able to achieve most of the 
goals that I have set for myself.
When facing difficult tasks, I am 
certain that I will accomplish them.
In general, I think that I can obtain 
outcomes that are important to me. 
I believe I can succeed at most any 
endeavour to which I set my mind.
I will be able to successfully 
overcome many challenges. 
I am confident that I can perform 
effectively on many  different tasks. 
Compared to other people, I can do 
most tasks very well. 
Even when things are tough, I can 
perform quite well. 

Strongly 
Disagree

Disagree 
Somewhat

Slightly 
Disagree

Slightly 
Agree

Agree 
Somewhat

Strongly 
Agree

Whether or not I get to be a leader depends 
mostly on my ability.
Whether or not I get into a car accident 
depends mostly on how good a driver I am.
When I make plans I am almost certain to 
make them work. 
How many friends I have depends on how 
nice a person I am. 
I can pretty much determine what will 
happen in my life. 
I am usually able to protect my personal 
interests.
When I get what I want, it's usually because I 
worked hard for it. 
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Please tick ( ) the box that best represents your response to the following statements. 

 

 

Y e s U n d e c i d e d N o
D o  y o u  s o m e t i m e s  f e e l  h a p p y ,  s o m e t i m e s ,  
d e p r e s s e d ,  w i t h o u t  a n y  a p p a r e n t  r e a s o n ?
D o  y o u  h a v e  f r e q u e n t  u p s  a n d  d o w n s  i n  
m o o d ,  e i t h e r  w i t h  o r  w i t h o u t  a p p a r e n t  
c a u s e ?

A r e  y o u  i n c l i n e d  t o  b e  m o o d y ?

D o e s  y o u r  m i n d  o f t e n  w a n d e r  w h i l e  y o u  
a r e  t r y i n g  t o  c o n c e n t r a t e ?
A r e  y o u  f r e q u e n t l y  " l o s t  i n  t h o u g h t "  e v e n  
w h e n  s u p p o s e d  t o  b e  t a k i n g  p a r t  i n  a  
c o n v e r s a t i o n ?
A r e  y o u  s o m e t i m e s  b u b b l i n g  o v e r  w i t h  
e n e r g y  a n d  s o m e t i m e s  v e r y  s l u g g i s h ?

Strongly 
Agree Agree Undecided Disagree

Strongly 
Disagree

I will be able to achieve most of the 
goals that I have set for myself.
When facing difficult tasks, I am 
certain that I will accomplish them.
In general, I think that I can obtain 
outcomes that are important to me. 
I believe I can succeed at most any 
endeavour to which I set my mind.
I will be able to successfully 
overcome many challenges. 
I am confident that I can perform 
effectively on many  different tasks. 
Compared to other people, I can do 
most tasks very well. 
Even when things are tough, I can 
perform quite well. 
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Why are you currently engaged 
in looking for a job?

Corresponds 
not at all

Corresponds 
a very little

Corresponds 
a little

Corresponds 
moderately

Corresponds 
enough

Corresponds 
a lot

Corresponds 
exactly

1. Because I think that job-searching is 
interesting
2. Because I am doing it for my own 
good
3. Because I am supposed to do it

4. There may be good reasons to search 
for a job, but personally I don't see any

5. Because I think that this job-search 
activity is pleasant
6. Because I think that this activity is 
good for me
7. Because it is something that I have to 
do
8. I do this job-searching activity, but I 
am not sure it is worth it
9. Because job-searching in fun
10. By personal decision
11. Because I don't have any choice
12. I don't know; I don't see what this 
job-searching brings me
13. Because I feel good when doing this 
job-searching
14. Because I believe this job-searching 
is important for me
15. Because I feel that I have to do it
16. I do this job-searching, but I am not 
sure it is a good thing to pursue it
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Here is a list of statements describing how people sometimes feel.  After each one, circle the number 
which best tells how often you have felt this way during the past week. 

 

1 = Hardly Ever 2 = Some of the Time 3 = Most of the Time 
 

12. I felt depressed. 1 2 3 
13. I felt that everything I did was an effort. 1 2 3 
14. My sleep was restless. 1 2 3 
15. I was happy. 1 2 3 
16. I felt lonely. 1 2 3 
17. People were unfriendly. 1 2 3 
18. I enjoyed life. 1 2 3 
19. I felt sad. 1 2 3 
20. I felt that people disliked me. 1 2 3 
21. I could not get going. 1 2 3 
22. My appetite was poor. 1 2 3 

 
 
 
 
 
 
 

HAVE YOU RECENTLY:
Been able to concentrate on whatever you're doing? Better than 

usual
Same as usual Worse than 

usual
Much worse 
than usual

Lost much sleep over worry? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Felt that you are playing a useful part in things? More so than 
usual

Same as usual Less useful 
than usual

Much less 
useful

Felt capable of making decisions about things? More so than 
usual

Same as usual Less so than 
usual

Much less 
capable

Felt constantly under strain? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Felt you couldn’t overcome your difficulties? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been able to enjoy your normal day-to-day activities? More so than 
usual

Same as usual Less so than 
usual

Much less 
than usual

Been able to face up to your problems? More so than 
usual

Same as usual Less able than 
usual

Much less 
able

Been feeling unhappy and depressed? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been losing confidence in yourself? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been thinking of yourself as a worthless person? Not at all No more than 
usual

Rather more 
than usual

Much more 
than usual

Been feeling reasonably happy, all things considered? More so than 
usual

About same as 
usual

Less so than 
usual

Much less 
than usual
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SECTION FOUR 
 

 
 
 
 
Thank you for completing this survey! Please seal it in the envelope provided and place it in 

the box at the front of the room.  

 

Overall, I found the program (circle one number)

1 very relevant to my needs
2 relevant to my needs
3 not very relevant to my needs
4 not at all relevant to my needs

Please rate the following aspects of the program out of 10, where 0 = of no value at all, and 10 = extremely valuable and useful.

__ the demonstration by the trainers
__ the practice and coaching sessions
__ the talks by the trainers
__ the discussions in the group
__ Action plan at end of session
__ the homework practice of carrying out the action plan

Please rate the trainers (out of 10 where 10 is the top score) on the following:

__ knowledge
__ helpfulness
__ presentation of material
__ modelling of competencies
__ organisation of the group

6. If you have attended the Personal Development Program, please also answer the following questions.

What were the most important parts of the program for you?

What were the least useful parts?
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Attachment 7.5 (Consent Form) 
 
 
 
 
 
 
School of Business and Government 
 

BEATING UNEMPLOYMENT 
 

Consent to Participate 
 
Researcher: Kenneth Cole 
 
Research Supervisors: Dr Anne Daly, Dr Anita Mak 
 
I understand that Kenneth Cole, a Ph.D. student at the University of Canberra, is evaluating 
the Job Search Training (JST) run by Quest Employment and Training Solutions. In 
conjunction with the JST, Kenneth is also running a one-day seminar called “Beating 
Unemployment” for job seekers. The course is designed to help job seekers build their self-
esteem, confidence, and develop peak performance skills that will help them gain re-
employment faster. I also understand that: 

• The research is asking for volunteers to complete a confidential survey form at the 
beginning and end of the JST and Beating Unemployment programs, and a two month 
follow-up survey to evaluate the effectiveness of the training in helping job seekers 
regain employment and improve psychological health; 

• Participation in the Beating Unemployment course is free; 
• I can choose to decline to participate in the Beating Unemployment training, or 

withdraw at any stage, and decline to complete the surveys designed to evaluate the 
JST and Beating Unemployment programs, without any penalty or negative impact on 
the service I receive from Quest; 

• The survey data collected will be kept anonymous using aliases, and will not be 
disclosed to anyone by the researcher. The data will be securely stored in password 
protected files and computers, and at the University of Canberra for five years. 
Responses will only be reported in group form for research purposes. 

• If I find any aspect of the personal development training or survey to be distressing, I 
may choose not to complete it. If I feel any lasting distress, I can talk with the trainer 
who will organise support, or contact Lifeline on 13 11 14.  

• This project has been considered and approved by the University of Canberra 
Committee for Ethics in Human Research. 

 
Any queries about the training course or the study can be made to the researcher, Kenneth 
Cole, at any time (contact details are listed below). This project has been considered and 
approved by the University of Canberra Committee for Ethics in Human Research. 
 
I _______________________________ (name) have read and understand the information 
provided. I am not aware of any medical condition, psychiatric condition (e.g. severe 
depression), or substance abuse problem that would prevent my participation, and I agree to 
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participate in this research. I also understand that the training is not designed to be a source 
of, or substitute for, professional therapy (e.g. counselling session).  
 
Signed ________________________ Date _______________________ 
 
Contact details: 
Kenneth Cole 
Researcher,  
PO Box 547, Dickson, ACT 
Tel: 02 62625957 
Email: kencole@dodo.com.au 
 

mailto:kencole@dodo.com.au
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Glossary 
 
 
Collective Purpose – A sense of involvement in the community, which is partially derived 
from employment.  
 
Core self-evaluations - Basic conclusions or bottom-line evaluations that represent one’s 
appraisal of people, events, and things in relation to oneself.  
 
Core self-evaluations construct - The combination of four personality traits - self-esteem, 
self-efficacy, locus of control, and emotional stability – into a single construct that is 
correlated with work performance.  
 
Efficiency wage theories – A set of theories used to explain inter-industry wage differentials 
(that is, why firms may offer employees a wage rate above the market clearing rate).  
 
Emotional stability - The ease and frequency with which a person becomes upset and 
distressed. 
 
Financial deprivation – A person’s perception of financial hardship, which is related to their 
employment status.  
 
Human capital - A person’s stock of knowledge, skills and experience.  
 
Locus of control - A concept used to explain how people account for what happens in their 
lives. People with an internal locus of control see themselves as primarily in control of their 
behaviour and its consequences; those with an external locus of control perceive what 
happens to be in the hands of fate, luck, or chance. 
 
Meaningful activities – An individual’s perception of having significant tasks to perform. It 
is one of the latent benefits associated with employment.  
 
Organisational capital - Productivity embodied within the working relationships between 
people within an organisation. It includes aspects of organisational specific social capital such 
as trust, networks, and associability (i.e. alignment of an individual’s goals with the goals of 
the organisation).  
 
Psychological capital - Personality traits that influence the productivity of labour (i.e., work 
performance). These include: self-esteem; self-efficacy; locus of control; emotional stability; 
optimism; hope; resiliency; and conscientiousness.  
 
Self-efficacy - A person’s belief in his or her ability to perform competently in whatever is 
attempted. 
 
Self-esteem - The extent to which a person believes him/herself to be a capable and worthy 
individual. 
 
SF-36 Survey - The SF-36 Health Survey is an internationally recognised diagnostic tool for 
assessing functional health status and wellbeing. 
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Social status – A individual’s sense of social standing, which is partially derived from 
employment.   
 
Social support – A person’s perception of their support network that can be accessed during 
times of hardship, such as unemployment. Social support is one of the latent benefits of 
employment.  
 
Time structure – The degree to which an individual feels they have excess time on their 
hands. Time structure is one of the latent benefits of employment.   
 
Wellbeing - The condition of happiness, prosperity, and good health. In this study, wellbeing 
is measured using the SF-36 Health Survey.  
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