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Abstract

The case for policy intervention in social or
economic problems should be based on inci-
dence, severity and persistence of the problem.
In this article, we show the usefulness of panel
data in this regard by comparing preferred
working hours to actual working hours, and
examining the degree of mismatch between the
two. Some individuals report working more
hours than they would prefer, whereas others
prefer working less. We examine the preva-
lence, severity and persistence of both types of
problems. The case for policy intervention is
weak as most working hour mismatch prob-
lems are resolved in a short time period.
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1. Introduction

The pressure for policy intervention to
improve people’s lives is strong. The media,
social pressure groups, opposition political
parties and many others regularly identify dis-
satisfied groups of people or societal problems
and appeal for some type of public policy
intervention. These types of calls for interven-
tion are then evaluated in some type of cost-
benefit framework. Cost-benefit analysis may
only be applied very loosely, but any interven-
tion clearly has costs and benefits, and these
are generally enumerated, if not costed, by
those who argue for or against intervention.

In this article, we demonstrate the useful-
ness of panel data in making a case for public
policy intervention. We begin from a simple
premise: any case for intervention must be
made on the basis of three dimensions: inci-
dence of the problem, severity of the problem
and persistence of the problem. Problems that
are widespread, severe and persistent provide a
compelling case for policy intervention, for
example, malaria eradication and access to
clean drinking water in developing countries
today, or smallpox eradication in the past.
There are tradeoffs across these three dimen-
sions, and not all problems need to score
‘high’ in all three dimensions. We can make a
compelling case for intervention for problems
with low incidence, but which are severe and
persistent, for example, severe disability and
the policy intervention of the National Disabil-
ity Insurance Scheme in Australia.
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Cross-sectional data, such as the Australian
Bureau of Statistics (ABS) Housing and Expen-
diture Survey, can provide information about
incidence and severity of problems. But because
different individuals are interviewed in subse-
quent waves of the data, it is not possible to learn
about persistence from such cross-sectional
surveys. One solution is to ask individuals retro-
spective questions about their situation in the
past, but such responses tend to be unreliable as a
large literature in statistics has documented. (For
a recent example, see de Nicola & Giné 2011,
and the references cited therein.) Panel data not
only can provide information about incidence
and severity but also information about persis-
tence as the same individuals are followed over
time and current responses for each time period
can be tracked over time to provide information
about movement and dynamics.

In this article, we show how panel data can
be used to get a feel for the likely benefits of
policy intervention. Solutions to problems that
have only a small incidence, which are not
severe and which are not persistent, will bring
only small benefit. We also have as a back-
ground premise that policy intervention always
comes with costs. There are administrative
costs for the government in running programs
and compliance costs for individuals and busi-
nesses. Although one may debate the magni-
tude of the problem, raising taxes has at least
some negative consequences on €economic
activity. Policy intervention also often has
unintended consequences that are hard to
foresee even in the most well-designed pro-
grams. This worldview provides an a priori
argument against any policy intervention for
which the likely benefits are small.

In this article, we look at the mismatch
between actual working hours and stated pre-
ferred hours. This mismatch, well documented
in a variety of surveys which we discuss below,
is a frequent target of talk about policy inter-
vention. A recent example':

The Prime Minister Julia Gillard last week outlined
her government’s economic priorities for 2011 to a

1. Source: HC online; Date: 17 February 2011; available
at <http://www.hcamag.com/resources/Diversity/gillard-
attempts-to-widen-employment-net/81787/>.
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CEDA lunch in Melbourne. In her speech, she
noted, in the context of skills shortages, her concern
over: ‘the large number of working-age Australians,
possibly as many as two million, who stand outside
the full-time labour force, above and beyond those
registered as unemployed. Around 800,000 are in
part-time jobs but want to work more. Another
800,000 are outside the labour market, including
discouraged job seekers.

In this article, we focus specifically on the
group who are working but say they want to
work more. In fairness, we also consider those
who are working but say they want to work less.

Labour force surveys typically find a substan-
tial fraction of workers who express dissatisfac-
tion with their current working hours. In this
article, we examine the extent of this dissatisfac-
tion and the dynamics of individual reports of
dissatisfaction with working hours. We examine
both those workers who report working more
hours than desired (‘overemployed’) and those
who report working less hours than desired
(‘underemployed’). If a correct match between
actual and desired hours is related to worker
well-being, then both types of mismatch between
preferred and actual hours (‘hours mismatch’)
should be considered.

Working hours are only one dimension of a
job. Jobs are composed of a variety of charac-
teristics, including wage, intellectual stimula-
tion, physical exertion, danger, satisfaction
with colleagues and supervisors, and other
important features. It may be that individuals
who report dissatisfaction with working hours
are nonetheless globally satisfied with their job
because of other compensating characteristics,
as seen in Altonji and Paxson (1988). Wooden
et al. (2009) and Wilkins (2004) examine the
relationship between hours mismatch and
overall job satisfaction and find that they are
correlated. A potential consequence of hour
mismatch may be higher job separation rates
where individuals seek a better match outside
their existing workplace, as observed in the
United States (Altonji & Paxson 1992) and the
United Kingdom (Blundell et al. 2005).

In a healthy labour market that is creating
new jobs, dissatisfied individuals should have
opportunities to move to jobs that suit them
better. Persistent mismatch between preferred
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and actual hours, therefore, could be interpreted
as a failure in the labour market, or could be
interpreted as individuals who are actively
choosing to remain in jobs with which they are
dissatisfied with their hours but for which they
feel compensated by other characteristics.

If hours mismatch is a short-lived phenomena,
and individuals are able to adjust their hours or
change jobs to find a better match, then it should
not be of major concern to policy-makers. The
policy prescription would be to encourage
smooth functioning of the labour market.” If, on
the other hand, hours mismatch combined with
overall job dissatisfaction is a persistent phenom-
enon, then there may be a case for policy inter-
vention to help workers improve the match
between their actual working hours and their
desired working hours.

These questions provide the motivation for our
study. We aim to carefully and clearly examine
the prevalence, severity and persistence of
working hour mismatch in Australia. We show
that dissatisfaction with working hours is by and
large a transitory state. Exploiting the dynamic
panel nature of the Household, Income and
Labour Dynamics in Australia (HILDA) survey,
we show that the majority of workers who feel
that they are working too little express satisfac-
tion with their working hours in future waves.
Thus, dissatisfaction seems to be a temporary
state through which people pass on the way to
finding the job that suits them. We also show that
workers’ dissatisfaction with working hours due
to working too many hours is quite different and
is much more persistent. Interestingly, men and
women exhibit very similar trends in hour mis-
match statistics after accounting for full-time and
part-time labour force status.

2. Measuring and Analysing Working
Hour Mismatch in Australia

Past research into the hour preferences of Aus-
tralians has seen a variety of data sources exam-
ined and some differences between seemingly
comparable measures reported. There has been a
limited focus on the transitions between states of

2. Policies that make it costly for firms to hire or fire
would slow job turnover and make it harder for individuals
to find a job that better matches their desired hours.

underemployment, overemployment and satis-
faction with working hours. We briefly discuss
issues of survey design and how they impact on
measures of the prevalence of underemployment
and overemployment. We then review the Aus-
tralian literature.

In this article, we restrict our analysis to
those who are working. Unemployment can be
viewed as a mismatch between desired (posi-
tive) and actual (zero) working hours;
however, the two groups are typically sepa-
rated in research. The fact that the underem-
ployed have a job justifies a separate analysis
of their outcomes as that signals that paid work
exists given their skills and reservation wage.
(For the unemployed, we cannot be sure if
there is any job that exists at the individual’s
reservation wage and given the individual’s
productivity). Further, Wooden et al. (2009)
show that the overemployed have lower life
satisfaction outcomes than the underem-
ployed, whereas the unemployed are much less
satisfied than any group of workers.

2.1 Survey Questionnaire Phrasing

Appendix 1 Table Al summarises Australian
hour mismatch statistics derived from data
sources not used in this article. Underemploy-
ment rates across the data sources range from 7.1
per cent to 29 percent, and overemployment
ranges from 10 per cent to 50 per cent. These
bounds are not explained by standard measure-
ment error and sampling variation; rather, they
illustrate the sensitivity of survey responses to
the phrasing of questions and sample exclusions.
In general, questions that ask respondents to state
their preferred hours when taking into account
the income effect of their decision get higher
rates of underemployment and lower rates of
overemployment than questions that do not ask
for consideration of the income effects. This sen-
sitivity provides an important caveat to analysis
of hour mismatch. In particular, attention should
be paid to question wording when conducting
any cross-study or cross-country comparison.
Lang and Khan (2001) discuss the sensitiv-
ity of responses to the wording of survey ques-
tions on work hour preferences in the 1986
Canadian Survey of Work Reduction to the
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method of attaching financial consequences
with hour decisions. Likewise, Golden and
Gebreselassie (2007) discuss the issue of
survey wording after summarising American
data sources to find a wide range of
overemployment rates.

2.2 Review of Australian Literature

We review the literature through the three
dimensions discussed above—prevalence/
incidence, severity and persistence—noting
that the work on persistence has been fairly
limited. We also briefly discuss work that has
been done on the patterns of underemployment
and overemployment over the business cycle.

Prevalence

Studies based upon the HILDA data consis-
tently find that more Australians prefer fewer
hours rather than more hours.> When examin-
ing other data sources, the prevalence of
working hour mismatches seen in the HILDA
data is largely supported. The exception to this
is the Australian Survey of Social Attitudes
(AuSSA), which reported underemployment
as more prevalent than overemployment.*
However, the AuSSA survey uses phrasing of
the hour mismatch question that when used in
other countries often reveals a larger underem-
ployed population.’

3. Refer to HILDA statistical reports, most recently
Wilkins and Warren (2012, p. 75), for examples.

4. See Wilson et al. (2006). Also, see Stone and Hughes
(2009) for the Families, Social Capital and Citizenship
project cited in the Appendix 1.

5. Respondents to AuSSA must respond with a prescrip-
tive answer, such as preferring to ‘work fewer hours and
earn less money’. The more common way to link income
to hours work is more passive, with preferred working
hour changes asked to take into account the effect on
income. These two phrasings may, for example, elicit dif-
ferent responses from salaried workers. Otterbach (2010)
collates hour constraint data for 21 countries with the
survey wording identical to AuSSA, and shows that under-
employment is a more dominant occurrence than
overemployment, with only Denmark, Norway and Swit-
zerland having a higher level of overemployment
than underemployment in his sample. Golden and
Gebreselassie (2007) observe lower overemployment rates
with US survey questions having stronger wording regard-
ing the income tradeoff of less hours.
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The demographic composition of the under-
employed and overemployed is an area that has
been well examined. Prime working-age Aus-
tralians with working hour preference mis-
matches are more likely to be overemployed
and less likely to be underemployed than people
aged under 25. Likewise, university education is
associated with higher rates of overemployment
and lower rates of underemployment. These
trends are found in both the HILDA dataset
(Tseng & Wooden 2005; Wilkins 2006) and
ABS data (ABS 2010, 2012). Tseng and
Wooden (2005) also show that migrants from
non-English-speaking backgrounds are more
likely to desire more hours than their current
arrangement and less likely to desire fewer
hours. Partnered workers are more likely to be
overemployed (ABS 2011), and the HILDA
data show that people are likely to desire more
(less) hours than their current hours if their
partner also would prefer to work more (less)
hours (Tseng & Wooden 2005). Reynolds and
Aletraris (2007) construct a work—family con-
flict variable and associate it with an increased
desire for fewer hours for both men and women,
with the effects stronger for women if they have
a young child. They also find that household
income significantly impacts male hour mis-
matches in both directions, but not females in a
couple.

Notable job characteristics that are corre-
lated with hour mismatch include employment
type and industry and occupation. Casual
workers and the self-employed are more likely
to be underemployed, with strong industry and
occupation effects (Wilkins 2006; ABS 2010;
Fear etal. 2010). It is uncertain what the
causal factors for hour mismatch are as indus-
try and occupation may influence the probabil-
ity of being a salaried worker and other work
conditions.

Due to the subjectivity of hour preference
survey questions, causal relationships between
satisfaction-based variables can be difficult to
identify. For example, one may dislike his or
her work environment and therefore desire less
hours, making it difficult to ascertain which
factor leads to lower job satisfaction. Tseng
and Wooden (2005) show that people who
enjoy having a job are unsurprisingly less
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likely to want fewer hours and more likely to
want more hours. Similarly, Reynolds and
Aletraris (2007) associate stress with a desire
for fewer hours for both men and women in
couples.

Labour demand factors are not present in
the HILDA survey data and may be useful for
hour mismatch analysis. Baum and Mitchell
(2008) add some regional labour market infor-
mation to HILDA Wave 1 in their analysis of
15- to 24-year-old Australians and find that
higher proportions of low income jobs in a
region increase the likelihood that the region’s
youth are underemployed. An area that cannot
be explored using the HILDA dataset is the
relationship between hour mismatch and
employer/firm characteristics. Doiron (2003)
used data from the 1995 Australian Workplace
Industrial Relations Survey to match firm and
worker data, finding that contracting firms do
not hoard labour as they are less likely to have
underemployed workers than expanding firms.
Furthermore, non-contracting firms show a
negative job tenure/probability of underem-
ployment relationship for their workers. This
suggests that changes in the characteristics of
individual firms may influence hour mis-
matches of workers.

Severity
Similar to prevalence statistics, HILDA data
consistently exhibit an average preference for
less hours of work for both males and females.
Appendix 1 Table Al shows that where infor-
mation on severity is produced from other
Australian surveys, there is an average prefer-
ence for less hours of work across the sample.
ABS categorises the most severely
overemployed as workers who work 60 or
more hours per week. Similarly, the most
severely underemployed are workers of low
hours, with the underemployed male workers
wanting more additional hours than the under-
employed females (ABS 2010, 2011). These
trends are supported by Fear et al. (2010).
Tseng and Wooden (2005) measure the
extent of both underemployment and overem-
ployment in couple households by performing a
conditional ordinary least squares regression on
the hour mismatch for both groups. Of the

overemployed, the average mismatch is greater
for the self-employed and when the partner is
overemployed, and the average mismatch is
lower with a recent unemployment spell and if
their partner is employed part-time. There are
also significant age effects with prime age
workers the most susceptible to overem-
ployment. Of the underemployed, the mismatch
is greater for casual, self-employed and non-
English-speaking background workers, and the
mismatch is lower for people with an
overemployed partner.

Persistence

The longitudinal Negotiating the Life Course
(NLC) survey (van Wanrooy 2004, 2005;
McDonald et al. 2009) supports our results
below by showing that overemployment is a
more persistent state in the NLC data than
underemployment.

Reynolds and Aletraris (2006) use the first
two waves of HILDA data to show that a desire
for more hours is more likely to be resolved
than a desire for less hours between surveys.
They also show that in creating and resolving
hour mismatches, both preferred and actual
hours adjust in most cases, with preferred
hours often moving the most for resolving or
desiring fewer hours. This suggests that people
may acclimatise to their working situations.
They find that men and women who change
both their actual or preferred hours are more
likely to resolve a mismatch than people who
do not, and that men are more likely to resolve
a desire for more hours than fewer hours.

Reynolds and Aletraris (2006) also test the
effect of a range of job-specific, personal and
family characteristics on creating and resolv-
ing hour mismatches. The strongest relation-
ship found is an increased likelihood of
resolving mismatches if people change their
job. For females, lower household hours of
work are associated with a lower chance of
resolution, with younger and older workers
more likely than the middle-aged to resolve a
mismatch. For males, the presence of another
earner in their household and feeling secure in
their job improve the odds of resolving mis-
matches, and like females higher hours of
work are associated with a decline in the odds.

© 2014 The Authors. Asia and the Pacific Policy Studies
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In creating hour mismatches, changes in pre-
ferred hours are positively associated with
hour mismatches, whereas changes in actual
hours are negatively related. People on higher
incomes are less likely to develop a preference
for more hours, and male professionals and
managers are more likely to develop
overemployment, likewise university-educated
females. Women who have a teenage youngest
child are more likely to create an unmet desire
for more hours, while women who believe
working harms their relationship with their
child are more likely to develop
overemployment.

In an article that is strongly related to ours,
Wooden and Drago (2007) analyse the first
five waves of the HILDA data asking the same
set of questions that we do. They begin by
looking at working hour preferences by sex
and usual working hours. The patterns that
they report in the first five waves are,
unsurprisingly, very similar to what we report.
They also look at the magnitude of hours mis-
matches by sex, and again our numbers for the
early waves are similar to theirs. They examine
persistence across one wave and multiple
waves. Taking matched pairs of people
employed at both time periods, they examine
the reported hour mismatches at time ¢ com-
pared with those at time ¢+ [ for people with
mismatches at time ¢, allowing [ to take values
from one through four. In this article, we pri-
marily look at persistence over one time
period, although we briefly discuss longer time
horizons as well. Wooden and Drago (2007) do
not examine the role of job changes nor do
they look at what changes when hour mis-
matches are resolved, as we do below.
However, in addition to examining longer time
lags, they undertake some analyses that we do
not. They look at annual hours versus weekly
hours and the relationship between paid leave
entitlements and whether or not they are taken
up. They find no evidence that those working
long hours are less likely to take up annual
leave. They also provide some international
comparisons.

When restricting the analysis sample to Aus-
tralians with high working hours, Drago et al.
(2009) reveals persistent high-hour overem-
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ployment for university-educated managers and
professionals, fathers with a partner who works,
and people with high debt to income ratios. Over
time, fathers appear to accept their long hours by
changing their preferences to match their long
working hour situation.

Working Hour Mismatch and the

Business Cycle

Analysis of the macro-dynamics of working
hour mismatch tends to be limited to underem-
ployment rather than all hour mismatches. The
ABS (2010) and Campbell (2008) provide
descriptions of the underemployment measures
used by the ABS and show that underemploy-
ment varies less over the business cycle than
unemployment. Rather, there appears to be an
increase in the aggregate rate of underemploy-
ment at the beginning of an economic downturn
with the new level maintained longer as the
business cycle returns back to growth. Mitchell
and Carlson (2000) use the ABS data to con-
struct indexes of labour force underutilisation
using the difference between reported and pre-
ferred working hours, and show that these
indexes may evolve differently from the unem-
ployment rate. The percentage of part-time
work may increase at some points in the busi-
ness cycle, and the Centre of Full Employment
and Equity (2011) discussed the relationship
between part-time work and mismatch between
preferred and actual working hours.

We extend the above literature by looking
at all three dimensions of mismatch between
actual and preferred working hours across an
11-year span. In the next section, we describe
our data before considering the three dimen-
sions in detail.

3. Data and Analysis Sample

We use the first 11 waves (2001-2011) of the
HILDA survey. HILDA is a longitudinal
survey containing rich information on indi-
vidual’s work patterns and preferences along
with other important personal and family char-
acteristics. As discussed above, the use of
panel data allows us to describe persistence of
working hour mismatches by tracking indi-
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viduals over time. Wave | had a household
response rate of 66 per cent and an individual
response rate of 92 per cent, resulting in 7,682
households and 13,969 individual respondents
aged over 15 years. For more information on
the HILDA survey, including the sample sizes
and response rates for all waves, see Watson
and Wooden (2002) and Summerfield et al.
(2011).

3.1 Measuring Prevalence

The variables we used to establish prevalence
of working time preference mismatches are
derived from HILDA survey question #jbhrcpr.
It is a discrete variable that establishes whether
a worker is content with his or her current
hours. This question is asked of all workers in
the survey, including the self-employed and
unpaid family workers.

* #jbhrcpr: If you could choose the number of
hours you work each week, and taking into
account how that would affect your income,
would you prefer to work:

— fewer hours than you do now
— about the same hours as you do now or
— more hours than you do now?

3.2 Measuring Severity

To establish the severity of working time pref-
erence mismatches, we first derive a variable
that has the preferred hours for individuals. For
people who reported a working hour prefer-
ence mismatch in #jbhrcpr, we set their pre-
ferred hours to HILDA variable #jbprhr.

e #jbprhr: In total, how many hours a week, on
average, would you choose to work? Again,
take into account how that would affect your
income.

When respondents to #jbhrcpr report that
they are content with their current working
hour arrangements, we set their preferred
hours to their usual hours worked or average
hours worked if usual hours are unknown. We
also treat people who work but ‘don’t know’
whether they are satisfied with their hours in

the same manner. When there are inconsisten-
cies or missing values in the responses for
labour force status, preference to work more or
less hours, usual hours and/or preferred hours,
we set the working preference variables to
missing.

Once preferred hours are derived for our
sample, we calculate the difference between
that value and usual working hours to con-
struct a severity measure for working time
preference mismatch. In any cases where
either usual or preferred hours are missing, we
set the severity measure to missing.

3.3 Measuring Persistence

The description of persistence of working
hour preference mismatches is constructed
from the same variables used in identifying
the prevalence of mismatches. We analyse
responses between two consecutive waves to
the hour preference survey question and con-
struct transition variables accordingly. There-
fore, a person who is employed in all 11 waves
of HILDA will have 10 observations for our
transition variables. Note that although we
refer to these variables as ‘transitions’, they
are point in time survey responses, approxi-
mately one year apart for each person. Mul-
tiple midyear changes of working hour
preference mismatches are not observed, but
we can capture job changes between responses
for analysis.

To further our analysis of transitions in
working hour preference mismatches, we
construct indicators for changes in preferred
hours and wusual working hour changes
between waves, where indictors are only con-
structed for people who have non-missing
values for these variables in both waves, as
described in the severity section above.

3.4 Measuring Job/Employer Changes

We use information across waves to create a
measure of whether or not people have
changed job. For those who report only having
had one job in the past, we use the response to
#pjsemp, which asks whether the individual
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has changed employers. For those who report
having multiple jobs, we use the response to
#pjmsemp, which asks whether the individual
has changed employers for the main job. We
verify employment status in the previous
period using the answer from the previous
wave and only record job changes for those
who were employed at both waves since this is
what we are comparing in our persistence
measure. Further, for a small number of indi-
viduals, they report not changing employers,
but they report changing jobs (they respond to
the questions about the reason for job change,
#pjorea). We code these people (who are very
few in number) as having changed jobs even
though they appear to not have changed
employer.

3.5 Sample Exclusions

There are 12,599 men who appear in HILDA
during at least one of the first 11 waves. Of
these, 2,861 never answer the questions relat-
ing to working time preference mismatches,
primarily because they are not in the labour
force at the point in time when they respond to
the survey. These individuals are dropped,
leaving 9,738 men across the 11 data waves
who remain in our analysis sample. Each indi-
vidual who has answered the hours preference
question for at least one wave is kept for all
waves. Thus, in our analysis sample, some
individuals have answered the hours prefer-
ence question once, whereas some have
answered the question in the 11 consecutive
waves and there are many other possibilities in
between these two extremes. In total, there are
49,414 observations across the 11 waves on
these 9,738 unique individuals. Of the 49,352
valid responses, 40,911 of them relate to full-
time employed men and 8,503 relate to part-
time employed men.

There are 13,431 women who appear in
HILDA during at least one of the first 11
waves. Of these, 4,208 never answer the ques-
tions relating to working time preference
mismatches. These individuals are dropped,
leaving 9,223 women across the 11 data waves
who remain in our analysis sample. Each of
these individuals has answered the hours pref-

o 2014

erence question at least once. In total, there are
44,715 observations across the 11 waves on
these 9,223 unique individuals. The sample of
women is much more evenly split between
full- and part-time, with 22,750 observations
on full-time employed women and 21,965 on
part-time employed women.

We use all of these individuals and their
responses, and we make no other sample
exclusions in our analysis of the incidence of
working hour mismatch. When we consider
severity, we drop observations with missing
data for either actual working hours or pre-
ferred hours. Since we are particularly inter-
ested in transitions, we consider that non-
response in a wave is a possible outcome, so
individuals who respond at time ¢ and are
missing at time 7 + 1 are included in the sample
we use for analysing transitions. Tables 1-3
show total and wave-specific sample sizes by
gender and by full- and part-time.

4. Patterns of Mismatch between Actual
and Desired Work Hours

This section will provide a detailed descriptive
analysis of the data. We first look at the preva-
lence of mismatches between desired and
actual working hours. We consider the
‘headcount” measure based upon the HILDA
question #jbhrcpr, which is described in
Section 3.1. We then look at the gap between
desired hours and actual hours worked to get
an idea of severity of the problem. Our
approach is akin to the one used in poverty
measurement where in addition to simply
counting the number of poor we also look at
the distance between income and the poverty
line. Here, we look at the distance between
desired and actual hours worked.

We also look at persistence for the reasons
discussed in the introduction above. If hours
mismatch is a transitory state, then it may not
be an appropriate target for policy. If hours
mismatch is persistent, then an argument for
some type of policy intervention could be
made provided it can be shown that hours
mismatch is a result of some type of market
failure.
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Table 1 Working Hour Preferences of Employed Australians

Males Females
All employed All employed
(number of Prefer to Prefer to (number of Prefer to Prefer to
Year (wave)  observations)  work less (%)  work more (%)  observations) — work less (%)  work more (%)
2001 (1) 4,546 29.6 15.8 3,975 26.7 17.0
2002 (2) 4,325 30.5 16.0 3,762 24.3 17.9
2003 (3) 4,246 30.1 15.0 3,743 25.9 17.6
2004 (4) 4,155 30.9 14.0 3,665 26.4 16.1
2005 (5) 4,304 29.4 12.8 3,940 26.8 16.7
2006 (6) 4,353 28.8 13.7 4,002 27.3 15.1
2007 (7) 4,307 28.9 12.0 4,034 27.0 14.6
2008 (8) 4,337 27.8 12.6 4,032 25.8 14.3
2009 (9) 4,484 27.0 13.6 4,065 23.6 15.6
2010 (10) 4,508 26.0 13.2 4,140 25.7 16.2
2011 (11) 5,849 24.6 15.8 5,356 24.2 17.1
All 49,414 28.4 14.0 44,715 25.8 16.2

Note: Differences between percentage who prefer to work less and percentage who prefer to work more are statistically

significant for all waves and total.

Table 2 Working Hour Preferences of Full-Time Employed Australians

Males Females

Full-time Full-time

employed employed

(number of Prefer to Prefer to (number of Prefer to Prefer to
Year (wave)  observations) — work less (%)  work more (%)  observations) — work less (%)  work more (%)
2001 (1) 3,794 342 10.3 2,001 42.1 5.5
2002 (2) 3,576 35.7 10.2 1,874 39.8 5.2
2003 (3) 3,523 35.0 8.8 1,873 42.1 3.2
2004 (4) 3,441 36.3 8.7 1,835 43.0 3.8
2005 (5) 3,587 34.1 8.1 1,969 434 4.6
2006 (6) 3,579 33.8 7.9 2,055 42.6 4.7
2007 (7) 3,564 33.5 6.7 2,104 41.9 3.0
2008 (8) 3,635 31.7 8.2 2,092 39.9 3.8
2009 (9) 3,686 31.5 8.3 2,106 38.2 42
2010 (10) 3,730 30.2 8.4 2,127 40.3 5.1
2011 (11) 4,796 29.3 9.7 2,714 39.5 42
All 40,911 33.1 8.6 22,750 41.1 4.3

Notes: Differences between percentage who prefer to work less and percentage who prefer to work more are statistically
significant for all waves and total. Full-time employed are defined as working 35 hours or more per week.

4.1 Prevalence

Tables 1-3 show the rates of prevalence of
working hours mismatch for men and women.
Table 1 shows values for all workers with males
in columns 2 through 4 and females
in columns 5 through 7. The table shows
wave-by-wave percentages of people who indi-
cate that they would prefer to work more hours
and those who indicate that they would prefer to

work less hours. In the last row, responses are
totalled across all waves. Tables 2 and 3 show
the same information, but split by employment
status. Full-time workers are shown in Table 2
and part-time workers in Table 3. We present
weighted data throughout the article. We use the
svy commands in STATA (StataCorp LP,
College Station, TX, USA), and all standard
errors and hypotheses tests make use of the
jackknife replicate weights.
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Table 3 Working Hour Preferences of Part-Time Employed Australians
Males Females
Part-time Part-time
employed employed
(number of Prefer to Prefer to (number of Prefer to Prefer to

Year (wave)  observations) — work less (%)

work more (%)

observations)  work less (%)  work more (%)

2001 (1) 752 6.5 43.7
2002 (2) 749 4.8 44.8
2003 (3) 723 6.4 45.1
2004 (4) 714 5.5 39.2
2005 (5) 717 4.5 37.2
2006 (6) 774 5.7 40.3
2007 (7) 743 5.8 383
2008 (8) 702 6.2 36.6
2009 (9) 798 5.7 38.7
2010 (10) 778 5.8 36.3
2011 (11) 1,053 5.0 40.7
All 8,053 5.6 40.0

1,975 9.5 29.8
1,888 7.8 31.4
1,870 9.1 32.7
1,830 9.0 28.9
1,971 9.6 29.2
1,947 9.7 27.0
1,930 9.8 28.0
1,940 9.2 26.6
1,959 73 28.4
2,013 9.1 28.9
2,642 8.0 30.7
21,965 8.9 29.2

Note: Differences between percentage who prefer to work less and percentage who prefer to work more are statistically

significant for all waves and total.

The main patterns that emerge from these
tables can be summarised as the following:

* ‘Over-work’ is much more prevalent than
‘under-work’.

¢ Full-time workers are overwhelmingly more
likely to desire less hours.

Of full-time employed men, 33.1 per cent
would like to work less hours (across all
waves), whereas only 8.6 per cent of full-time
employed men would prefer to work more
hours. For women, the difference is even
larger, with 41.1 percent of full-time
employed women preferring less hours and 4.3
per cent of full-time employed women prefer-
ring to work more hours.

 Part-time workers are more likely to prefer
more hours.

For men, 40 per cent of part-time employees
would prefer to work more hours, whereas only
5.6 per cent would prefer less hours on average
across all 11 waves. For women who work part-
time, the numbers are only slightly more bal-
anced, with 8.9 per cent preferring to work less
and 29.2 per cent preferring to work more.

* Across all workers, nearly twice as many
individuals report a preference to work less

hours than report a preference to work more
hours.

For men, the difference is larger than for
women due to the fact that a larger proportion
of women work part-time.

* Average response rates to questions about
wanting to work more or less are relatively
stable across the 2001-2010 sample period.

* With some imagination, one can discern an
effect of the strong economic conditions in
Australia in 2004-2008 and the global finan-
cial crisis in 2009.

For part-time employed males, the percent-
age of those who preferred to work more went
down from 2004-2008 as employment
demand rose and seems to have gone back up
after 2009, perhaps in response to the global
financial crisis. The numbers of those who pre-
ferred to work also appear to peak in 2004—
2008 and drop after 2009.

4.2 Severity
Next, we examine the question of how large
the difference is between individuals’ reported

and desired hours. In the previous section, we
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show that many more people report a desire to
work less hours than more hours. However, it
may be the case that the people who want to
work less hours only want to work two or three
less hours a week, whereas those who want
more hours might want to work 20 or more
additional hours a week. In this case, the
prevalence measure we show above may mask
an important dimension of hour mismatch.

In this section, we create a measure of hours
mismatch ‘severity’ based upon the difference
between stated desired working hours and
actual working hours (measured as actual or
usual hours worked per week). One hundred
twenty-one men and 102 women have missing
information on either actual or preferred hours
and are dropped for this section. Of those
remaining, 14,215 men have desired hours less
than actual hours (providing a negative value
for our severity measure), whereas 6,764 men
have desired hours greater than actual hours
and thus a positive value for our severity
measure. There were 28,314 men satisfied with
their hours. For women, 11,306 have desired
hours less than actual hours, and 7,318 have
desired hours greater than actual hours. There
were 25,989 who report being content with
their current hours.

Table 4 presents the results for all male
workers across all 11 waves of the survey.

11

Table 5 presents the results for all working
women. In the third column, we present the total
number of hours per week by which those who
prefer to work less would need to change their
hours in order to have actual hours match desired
hours. In the fifth column, we present the same
thing for those who wish to work more. The last
column provides the change in the number of
hours per week per male worker with a mismatch
that would need to happen for actual and desired
hour to be aligned with one another.

If all male workers could magically be
matched to their preferred hours, this would
represent a 12.9 per cent decrease in labour
supply for workers who currently have a mis-
match. This would represent a 5.7 per cent
decrease in labour supply across all workers.
The analogous percentages for women are
very similar at 11.4 per cent and 5.6 per cent.

These figures are staggering, particularly in
light of the quote from former Prime Minister
Gillard above. A government intervention to
match workers to preferred hours, often pre-
sented in a discussion of possible policies to
increase labour supply, would in fact have the
opposite effect and a large one at that.

Figures 1 and 2 present non-parametric
density estimates for the distribution of the
difference between desired and actual hours
separately for those who wish to work less and

Table 4 Difference between Desired and Actual Hours (All Employed Australian Males with an Hours
Mismatch)

Prefer to work less

Prefer to work more

Any mismatch

Number Average Number Average Number Average
Year (wave) of workers hours of workers hours of workers hours
2001 (1) 1,372 -14.3 691 11.6 2,063 =53
2002 (2) 1,352 -14.6 652 12.0 2,004 =55
2003 (3) 1,326 —-14.3 579 11.7 1,905 =5.7
2004 (4) 1,282 —-14.6 551 12.2 1,833 —6.3
2005 (5) 1,274 -14.4 564 12.2 1,838 —6.3
2006 (6) 1,285 -144 569 12.7 1,854 =5.7
2007 (7) 1,233 —-143 514 11.9 1,747 —6.6
2008 (8) 1,204 -14.2 530 11.5 1.734 —6.2
2009 (9) 1,226 -14.6 629 12.1 1,855 =5.7
2010 (10) 1,153 -13.8 621 11.5 1,774 =53
2011 (11) 1,508 -13.7 864 12.3 2,372 -3.5
All 14,215 -14.3 6,764 12.0 20,979 5.6

Note: Differences between average hours for those who prefer to work less and those who prefer to work more are

statistically significant for all waves and total.
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Table 5 Difference between Desired and Actual Hours (All Employed Australian Females with an Hours
Mismatch)

Prefer to work less

Prefer to work more

Any mismatch

Number Average Number Average Number Average
Year (wave) of workers hours of workers hours of workers hours
2001 (1) 1,059 -13.3 682 11.6 1,741 -3.6
2002 (2) 925 —-13.1 664 11.3 1,589 2.7
2003 (3) 941 -13.0 648 11.6 1,589 -3.0
2004 (4) 946 -12.8 597 11.3 1,543 -3.7
2005 (5) 1,031 -13.3 667 11.2 1,698 —4.0
2006 (6) 1,042 -12.8 611 104 1,653 —4.5
2007 (7) 1,075 -13.4 619 10.7 1,694 -4.9
2008 (8) 1,013 -13.0 585 11.0 1.598 —4.4
2009 (9) 971 -13.6 636 10.5 1,607 —4.0
2010 (10) 1,015 —-13.1 690 10.7 1,705 -39
2011 (11) 1,288 -12.9 919 11.3 2,207 -29
All 11,306 —-13.1 7,318 11.0 18,624 -38

Note: Differences between average hours for those who prefer to work less and those who prefer to work more are

statistically significant for all waves and total.

Figure 1 Hours Mismatch for Those Who Report Preferring to Work Less Hours

Density

|

those who wish to work more.® What is strik-
ing about these two figures is the similarity
between the distributions for men and women.
This mimics our conclusion from Section 4.1
where we saw little difference between men
and women once we split the sample into full-
and part-time workers.

6. Both reported working hours and desired hours are
lumpy and have significant additional mass at five-hour
intervals. Replicating the analysis above eliminating all of
those whose desired hours were within five hours (either
up or down) of their actual hours does not affect the
results.

The conclusion from the prevalence analysis
is supported by the evidence from the severity
analysis. The magnitude of overwork is larger
than underwork in Australia. Aligning desired
and actual hours across all workers would
result in a decrease in hours worked of
between 5 and 6 per cent across all workers.

4.3 Persistence

In the previous sections, we have considered
the prevalence and severity of the mismatch
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Figure 2 Hours Mismatch for Those Who Report Preferring to Work More Hours

Density

between desired and actual working hours. To
enhance our understanding of this mismatch,
we also need to consider what happens to those
people who experience a mismatch between
actual and desired hours. Does the mismatch
persist over time or is it transitory? We can use
the panel nature of the HILDA data to look at
this dimension of the mismatch.

The first question we ask is, ‘what happens
in time 7+ 1 to people who experience an
hours mismatch at time ¢?” Tables 6 and 7
provide the answer to this question for men
and women, respectively. In each table, the top
panel pools across all workers and all waves,
whereas the second panel pools across full-
time workers in all waves, and the third panel
across part-time workers in all waves. If we do
the analysis wave by wave, the patterns are
similar to the ones that we present here.

The second column of the table looks at all
individuals who report a desire to work less at a
particular wave (year). We then look at the same
individual one wave (year) later and classify
them according to one of five possibilities: (i)
they would still prefer to work less hours; (ii)
they are now satisfied with their hours; (iii) they
would now prefer to work more hours; (iv) they
are still present in the survey but are no longer
working (the individual could be unemployed

or not in the labour force); and (v) they are
missing from the survey. This final category is
included for completeness and allows us to see
whether there is different attrition from the
survey based upon satisfaction with working
hours. Columns 3 and 4 look at those who were
satisfied with their hours in a previous wave and
those who wished to work more in a previous
wave, respectively, and again classify them by
their status in the following wave.

The following are the main conclusions that
we draw from inspection of Tables 6 and 7:

e There is a large degree of movement
between the categories.

For both men and women, about 23 per cent
of those who work in both waves and who
were satisfied with their hours in wave  — 1 are
no longer satisfied with their hours in wave .
Consistent with Section 4.1 above, more
people become dissatisfied because they work
too many hours rather than becoming dissatis-
fied with working too few hours.

* Dissatisfaction relating to working too many
hours is much more persistent than dissatis-
faction with working too few hours.

For both full-time men and full-time women,
about half of those who wished to work less at
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Table 6 Persistence of Hours Mismatch (All Employed Australian Males)

(A): Transitions of All Male Workers—All Waves

Preference last period (t —1)

Status this period (t) Prefer to work less (%)

Current hours okay (%) Prefer to work more (%)

Prefer to work less 53.5
Current hours okay 29.9
Prefer to work more 3.1
Other (present in survey) 4.0
Missing 9.5

Number of observations 12,722

Column percentages sum to 100 per cent subject to rounding.

155 6.9

62.4 36.4

7.3 35.0

52 8.7

9.6 13.0
24,928 5915

(B): Transitions of Full-Time Male Workers—All Waves

Preference last period (t — 1)

Status this period (t) Prefer to work less (%)

Current hours okay (%) Prefer to work more (%)

Prefer to work less 54.5
Current hours okay 29.6
Prefer to work more 2.9
Other (present in survey) 3.5
Missing 9.6

Number of observations 12,310

Column percentages sum to 100 per cent subject to rounding.

Workers are full-time at 7 — 1.

16.9 7.7

63.7 39.6

6.3 355

32 3.6

10.0 13.6
20,862 2,943

(C): Transitions of Male Part-Time Workers—All Waves

Preference last period (t —1)

Status this period (t) Prefer to work less (%)

Current hours okay (%) Prefer to work more (%)

Prefer to work less 24.9
Current hours okay 38.0
Prefer to work more 10.1
Other (present in survey) 19.3
Missing 7.8
Number of observations 412

8.2 6.0
55.8 34.0
12.5 345
15.6 14.0

79 12.4

4,066 2,972

Column percentages sum to 100 per cent subject to rounding.

Workers are part-time at £ — 1.

time ¢ — 1 still wished they worked less at time 7.
If we condition on working full-time in time ¢,
this rises to about 54 per cent for both groups.
For part-time workers, about 35 per cent of
those who wished to work more hours at wave
t — 1 still wished to work more hours at time 7.

* Considering those who prefer to work more
at time ¢ — 1, satisfaction with hours at time
t is as common outcome for all groups as a
persistent desire to work more hours.

 For those who desire to work less hours at
time 7— 1, the most common outcome at

time ¢ is by far a continued desire to work
less hours.

 Part-time workers who prefer to work less
hours are likely to leave the labour force in
the next wave.

For men, 19 per cent are no longer working
at time #; for women this is 13 per cent. The
vast majority of these individuals report no
longer being in the labour force.

* Unexpectedly, attrition from the sample
seems correlated with a desire to work more
hours.
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Table 7 Persistence of Hours Mismatch (All Employed Australian Females)

(A): Transitions of All Female Workers—All Waves

Preference last period (t — 1)

Status this period (t) Prefer to work less (%)

Current hours okay (%) Prefer to work more (%)

Prefer to work less 49.5
Current hours okay 30.9
Prefer to work more 39
Other (present in survey) 7.2
Missing 8.5
Number of observations 10,036

Column percentages sum to 100 per cent subject to rounding.

14.8 7.0

59.4 36.4

8.7 33.8

8.2 11.8

9.0 11.1
22,909 6,414

(B): Transitions of Full-Time Female Workers—All Waves

Preference last period (t — 1)

Status this period (t) Prefer to work less (%)

Current hours okay (%) Prefer to work more (%)

Prefer to work less 53.4
Current hours okay 28.6
Prefer to work more 3.3
Other (present in survey) 5.9
Missing 8.8
Number of observations 8,322

Column percentages sum to 100 per cent subject to rounding.

Workers are full-time at ¢ — 1.

20.1 6.6

59.6 41.8

5.1 273

4.7 7.7

10.6 16.6
10,898 816

(C): Transitions of Female Part-Time Workers—All Waves

Preference last period (t — 1)

Status this period (t) Prefer to work less (%)

Current hours okay (%) Prefer to work more (%)

Prefer to work less 29.7
Current hours okay 425
Prefer to work more 6.9
Other (present in survey) 13.4
Missing 7.5
Number of observations 1,714

9.6 7.0
59.3 355
12.1 34.8
11.5 12.5

7.4 10.2

12,011 5,598

Column percentages sum to 100 per cent subject to rounding.

Workers are part-time at 7 — 1.

However, this attrition is not large enough to
explain the difference in persistence of a desire
to work less hours compared with a desire to
work more hours.

Tables 6 and 7 only show the transitions
between working hour satisfaction and dissat-
isfaction states over one year. Unreported sta-
tistics of transitions over a longer period of time
show that people with a working hour mis-
match are less likely to have the same mismatch
as time continues. However, most transitions
out of a working hour mismatch occur within
one year, as also found by Wooden and Drago
(2007). For example, there are 2,805 men who
are employed and provide valid responses to the

hours preference questions in every wave from
the sixth to the tenth (2006-2010). Of these,
898 of them report being overemployed in
2006; 61 per cent of the 898 report also being
overemployed in 2007; 45 per cent report being
overemployed in each of 2006, 2007 and 2008;
35 per cent report being overemployed in all
years from 2006 through 2009; and 29 per cent
report being overemployed in all five years
from 2006 to 2010.

Persistence: Complexity of the Dynamics

We next examine in more detail the dynamics of
those who resolve a mismatch (who go from
wanting to work more or less at t— 1 to being
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Table 8 Average Adjustment in Actual and Preferred Hours When Developing and Resolving Working Hour
Mismatches

Males Females
Change in Change in
Change in preferred Number Change in preferred Number
actual hours hours of workers  actual hours hours of workers
Developed desire for fewer hours 4.0 -8.7 3,969 4.2 -71.5 3,377
Developed desire for more hours —4.4 6.6 1,792 -3.7 6.3 2,011
Resolved a desire for fewer hours —4.3 8.6 3,853 -5.0 6.8 3,157
Resolved a desire for more hours 7.4 -3.6 2,168 8.1 2.2 2,307

Note: Differences between the magnitude in the change in actual hours and the change in preferred hours is statistically

significant for each group.

content with their hours at time 7) and those who
develop a mismatch (who report satisfaction
with hours at 7 — 1 and then report dissatisfac-
tion of either type at time 7). We begin by
looking at the question of what adjusts. Is it
working hours that change or is it preferred
hours that change. Recall that working hour sat-
isfaction is only one aspect of overall job satis-
faction and that it may depend upon other
aspects of the job. Suppose that one goes from
having an unpleasant boss to a pleasant boss
without changing jobs or actual working hours.
In this case, preferred hours may adjust, and the
dissatisfaction with working hours may be
resolved without changing actual hours worked.
Table 8 examines the average change in
hours for those who develop a mismatch (rows
one and two) and those who resolve a mismatch
(rows three and four). Men are considered in
columns 2 through 4 and women in the last
three columns. For those who desire more hours
at time ¢ — 1 and resolve this mismatch in time 7,
actual hours worked increase by much more
(twice as much for men; four times as much for
women) than preferred hours change. So this
group appears to resolve a mismatch by
working more. For all other groups, we see that
the adjustment of preferred hours is larger than
the change in actual hours. Thus, a desire for
fewer hours is generally resolved by a larger
change in preferred hours than in actual hours
worked. Likewise, the development of either
type of mismatch is driven more by changes in
preferred hours than changes in actual hours.
Averages can mislead. Tables 9 and 10 are
an attempt to demonstrate the richness of pat-
terns that are actually observed in the data for

Table 9 Patterns of Changes in Preferred and Actual
Working Hours When Developing and Resolving
Working Hour Mismatches (Employed Australian

Males)
Developed a Resolved a
desire for: desire for:
Fewer More Fewer More
hours hours hours hours
PHT AHT 8.7 23.4 18.8 242
PHT AH- 0 23.9 25.7 0
PHT AH! 0 25.3 35.7 0
PH- AHT 10.2 0 0 12.4
PH- AH- 0 0 0 0
PH. AH! 0 11.9 11.3 0
PH! AHT 34.2 0 0 24.7
PH! AH- 275 0 0 22.7
PH! AH! 19.5 14.5 8.6 15.9
Number of 3,969 1,792 3,853 2,168

observations

Notes: Column percentages sub to 100 subject to round-
ing. Preferred hours (PH) can increase (T), decrease (1) or
remain unchanged (-), and the same is true for actual hours
(AH), giving nine possibilities.

men and women, respectively. In columns 2 and
3, we examine the patterns of changes in actual
hours and preferred hours for those who
develop an hours mismatch. In columns 4 and 5,
we examine the same patterns for those who
resolve a mismatch. What we observe is that
preferred and actual hours often move together,
something not readily visible from Table 8.
What we can also observe is that most mis-
matches are either resolved or created by pre-
ferred and actual hours both moving together
rather than by just one or the other changing.
For example, in Table 10, we can see that
for women a desire for more hours is resolved

© 2014 The Authors. Asia and the Pacific Policy Studies

published by Crawford School of Public Policy at The Australian National University and Wiley Publishing Asia Pty Ltd



Breunig et al.: Dynamics of Satisfaction with Working Hours 17

Table 10 Patterns of Changes in Preferred and
Actual Working Hours When Developing and
Resolving Working Hour Mismatches (Employed
Australian Females)

Developed a Resolved a
desire for: desire for:
Fewer More Fewer More
hours hours hours hours
PHT AHT 12.3 25.8 19.7 31.3
PHT AH- 0 20.5 21.5 0
PHT AH! 0 25.6 34.5 0
PH- AHT 9.6 0 0 12.9
PH- AH- 0 0 0 0
PH- AH) 0 10.7 10.0 0
PH! AHT 31.7 0 0 26.8
PH! AH- 26.5 0 0 14.9
PH! AH! 19.8 17.4 142 14.1
Number of 3377 2,011 3,157 2307
observations

Notes: Column percentages sub to 100 subject to round-
ing. Preferred hours (PH) can increase (T), decrease ({) or
remain unchanged (), and the same is true for actual hours
(AH), giving nine possibilities.

by a change only in preferred hours in 14.9
per cent of cases, by a change only in actual
hours in 12.9 per cent of cases and by a change
in both in the vast majority (72.2 per cent) of
cases. Simple intuition might suggest that a
desire to work more hours is resolved by
working more hours, but at least in its simplest
form this is the least likely way in which such
a mismatch is resolved.

Figures 3 and 4 (for men) and Figures 5
and 6 (for women) further elaborate on this
complexity. In these figures, we present non-
parametric density estimates of the changes in
actual and preferred hours for the four groups
considered in Tables 8-10. We again can see
the wide variety of experiences documented in
Tables 9 and 10, where a change in both pre-
ferred and actual hours for all four groups is
the norm.

Figure 7 (for men) and Figure 8 (for
women) examine the difference in actual hours
at time ¢ and preferred hours at time 7 — 1 for
the four groups that either resolve or develop a
mismatch. This difference is largest (in posi-
tive terms) for those who resolve a desire for
fewer hours. It takes on the largest negative
values for those who resolve a desire for more

hours. Both groups that develop mismatches
are more centred around zero, indicating a
smaller shift from past preferred hours to
current actual hours.

Across all six figures, the differences
between men and women are again very small.

Persistence: The Role of Changing Employer
As mentioned above, persistent mismatch may
be viewed as indicating some type of rigidity in
the labour market. If people can freely change
jobs to improve their working conditions and
move from a situation of dissatisfaction to one
of satisfaction, then this would be a strong argu-
ment against public policy intervention.

In this subsection, we reexamine the ques-
tion of transitions across wave between differ-
ent states of satisfaction and dissatisfaction
with working hours. We constrain ourselves to
those who are employed in both periods, and
we separately analyse those who change
employers/jobs and those who stay with the
same employer/job (as defined in Section 3.4).

Tables 11 and 12 are laid out in the same
fashion as Tables 6 and 7. Looking at full-time
employed males, we can see that changing
employers between periods greatly facilitates
resolving a desire to work less. Of full-time
employed males who wished to work less, 65.5
per cent still felt that way a year later if they
were with the same employer. Among those
who changed employers, only 42.6 per cent
now felt this way. Meanwhile, 32.2 per cent
resolved a desire to work less hours without
changing employer, whereas this number
jumps to 46.9 per cent for those who changed
employer.

The result is similarly dramatic if we look
at part-time males who wish to work more. Of
these, 52.2 per cent reported the same problem
if they stayed with the same employer,
whereas the desire to work more was only
reported for 33.5 percent who changed
employer. Of those who changed employer, 55
per cent resolved the desire to work more
hours, whereas only 40.8 resolved the problem
without changing employer.

For women, the results are similar. Full-
time employees resolved a desire to work less
46.5 percent of the time when changing
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Figure 3 Change in Hours Worked for Males Developing and Resolving Mismatches
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Figure 4 Change in Preferred Hours for Males Developing and Resolving Mismatches
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employer and only 31.6 per cent of the time if
they stayed with the same employer. Part-time
women resolved a desire to work more 52.7
per cent of the time when changing employers,
and only 43.8 per cent of the time when not
changing employers.

5. Discussion and Conclusion

It seems clear that the problem of working too
much is a bigger problem than that of working

too little. Our simple analysis above shows that
a desire to work less hours is more common,
more severe in terms of the gap between actual
and desired hours, and more persistent than the
problem of wanting to work more hours. These
overarching conclusions are the same for men
and women. Once we account for the vastly
different proportions of men and women in
full-time and part-time work, men and women
look very similar within those categories.
One public policy implication that is imme-
diately clear from this analysis is that any
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Figure 5 Change in Hours Worked for Females Developing and Resolving Mismatches
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Figure 6 Change in Preferred Hours for Females Developing and Resolving Mismatches
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policy that tries to better align worker prefer-
ences about working hours with their actual
working hours is likely to decrease labour
supply rather than increase labour supply. If
increasing labour supply is the objective, then
this is not the right place to look. Media dis-
cussion of part-time workers who wish to work
more should be balanced with discussion of
workers who are working full-time (or more)
hours and who would like to work less.

Even on the basis of societal welfare, this
looks like a poor target for policy intervention.

Our argument is partially based upon what we
know about government intervention in labour
markets and partially based upon our data
analysis presented above.

Considering first the data, the fact that most
mismatches are resolved when we look one
year later provides a strong argument against
policy intervention. Full-time workers who
prefer to work less are the only group for
whom this is not true, and the persistence is
just over 50 per cent for this group. If we
look over longer intervals, this persistence
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Figure 7 Difference in Actual Hours (f) and Preferred Hours (t — 1) for Males Developing and Resolving
Mismatches
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Figure 8 Difference in Actual Hours (f) and Preferred Hours (t — 1) for Females Developing and Resolving
Mismatches
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decreases in a predictable way. Over a five-
year span, about 29 percent of full-time
workers report a desire for fewer hours in all
years.

Clearly, some workers are able to resolve
mismatches. The evidence on the impact of
changing employers indicates one way in
which this happens. Workers resolve mis-
matches at a rate that is 10-20 percentage
points higher when they change employers
than when they do not change employers. Poli-

cies that lower the rate at which people change
jobs, such as those that impose high hiring or
firing costs on firms, will make it harder for
workers to resolve mismatches.

Without ignoring the fact that some workers
are unhappy about their working hours and
that it is persistent for some people, we would
still argue against public policy intervention on
other grounds not directly based upon our data.

Government intervention in labour markets
can be highly distortionary. It is hard to imagine
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Table 11 Job Changes and the Persistence of Hours Mismatch (All Employed Australian Males)

(A): Transitions of All Male Workers—All Waves

Preference last period (t — 1)

Same employer both periods

Changed employer between periods

Prefer to work  Current hours Prefer to work Prefer to work Current hours Prefer to work

Status this period (t) less (%) okay (%) more (%) less (%) okay (%) more (%)
Prefer to work less 64.7 18.1 7.8 41.9 18.3 12.0
Current hours okay 32.7 74.0 45.0 47.2 67.4 50.9
Prefer to work more 2.6 7.9 47.2 11.0 14.3 37.1
Observations 9,749 18,533 3,468 1,422 2,839 1,169

Column percentages sum to 100 per cent subject to rounding.

(B): Transitions of Full-Time Male Workers—AIl Waves

Preference last period (t — 1)

Same employer both periods

Changed employer between periods

Prefer to work  Current hours Prefer to work Prefer to work Current hours Prefer to work

Status this period (t) less (%) okay (%) more (%) less (%) okay (%) more (%)
Prefer to work less 65.5 19.3 8.3 42.6 19.6 12.5
Current hours okay 32.2 74.1 48.1 46.9 66.9 46.3
Prefer to work more 2.3 6.5 43.6 10.4 13.5 41.2
Observations 9,500 15,913 1,886 1,376 2,348 541

Column percentages sum to 100 per cent subject to rounding.

Workers are full-time at ¢ — 1.

(C): Transitions of Male Part-Time Workers—All Waves

Preference last period (t — 1)

Same employer both periods

Changed employer between periods

Prefer to work Current hours Prefer to work Prefer to work Current hours Prefer to work

Status this period (t) less (%) okay (%) more (%) less (%) okay (%) more (%)
Prefer to work less 37.1 10.3 7.1 20.4 12.1 11.5
Current hours okay 51.4 73.3 40.8 52.1 70.0 55.0
Prefer to work more 11.5 16.5 52.2 27.6 17.9 335
Observations 249 2,620 1,582 46 491 628

Column percentages sum to 100 per cent subject to rounding.

Workers are part-time at 7 — 1.

an intervention in this case that would not
impose costs on both employers and employ-
ees. These costs would raise the cost of working
(shifting labour supply to the left) and the cost
of hiring (shifting labour demand to the left).
This would have an ambiguous effect on wages
but an unambiguous, negative effect on employ-
ment. Furthermore, intervention would distort
behaviour. Firms might choose not to hire part-
time workers if they believe that the govern-
ment will try and force them to convert these
workers into full-time workers, which might
decrease employment. A subsidy program to
convert part-time workers to full-time workers

might have the opposite effect where employers
only hire part-time workers in order to reap the
benefits of the subsidy. Such a policy could
quickly become very costly as it would have to
be paid on all employees, but the effect would
only be on a small margin who would have
persisted as underemployed in the absence of
the subsidy. Any policy would also necessarily
remove the ability of workers to trade off job
characteristics. Some people may put up with
hours they do not like for other benefits (either
currently or in the future), and any policy would
necessarily restrict an individual’s ability to
make these types of choices.
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Table 12 Job Changes and the Persistence of Hours Mismatch (All Employed Australian Females)

(A): Transitions of All Female Workers—All Waves

Preference last period (t — 1)

Same employer both periods

Changed employer between periods

Prefer to work  Current hours Prefer to work Prefer to work Current hours Prefer to work

Status this period (t) less (%) okay (%) more (%) less (%) okay (%) more (%)
Prefer to work less 61.7 17.6 8.1 39.1 19.2 114
Current hours okay 34.9 72.8 46.0 48.5 63.6 51.2
Prefer to work more 3.5 9.6 459 12.4 17.2 37.4
Observations 7,349 16,601 3,777 1,158 2,537 1,187

Column percentages sum to 100 per cent subject to rounding.

(B): Transitions of Female Full-Time Workers—All Waves

Preference last period (t — 1)

Same employer both periods

Changed employer between periods

Prefer to work  Current hours Prefer to work Prefer to work Current hours

Prefer to work

Status this period (t) less (%) okay (%) more (%) less (%) okay (%) more (%)
Prefer to work less 65.8 23.8 8.2 41.2 22.4 9.9
Current hours okay 31.6 71.3 60.2 46.5 63.6 43.8
Prefer to work more 2.6 4.9 31.6 12.3 14.0 46.2
Observations 6,178 8,026 451 969 1,317 179

Column percentages sum to 100 per cent subject to rounding.

Workers are full-time at 7 — 1.

(C): Transitions of Part-Time Female Workers—All Waves

Preference last period (t — 1)

Same employer both periods

Changed employer between periods

Prefer to work Current hours Prefer to work Prefer to work Current hours Prefer to work

Status this period (t) less (%) okay (%) more (%) less (%) okay (%) more (%)
Prefer to work less 38.8 11.2 8.0 26.2 15.4 11.7
Current hours okay 53.2 74.5 43.8 60.5 63.7 52.7
Prefer to work more 8.1 14.3 48.2 13.3 20.9 35.6
Observations 1,171 8,575 3.326 189 1,220 1,008

Column percentages sum to 100 per cent subject to rounding.

Workers are part-time at 7 — 1.

A more complete understanding of the
problem of working hour mismatch requires
econometric modelling and would allow for
variation in the conditional probabilities of
mismatch. Allowing this probability to vary
over time, demographic characteristics and job
characteristics could allow for a deeper under-
standing of welfare and inequality issues
related to working hour mismatch. Even in this
case, the first step in running sensible regres-
sion models is a thorough understanding of the
data.

One can quibble about our rather dismal
view towards government intervention, but the

added benefit of being able to better under-
stand the nature of policy problems provided
by the presence of panel data seems undeni-
able. We also would like to draw the reader’s
attention to the fact that even in the absence of
the type of regression modelling discussed
above, our approach provides a much
enhanced view of our understanding of the
problem. We think that there is large scope
within government policy circles and agencies
to make better use of existing data sources
to undertake more complicated descriptive
analyses of public policy problems following
the basic outline of this article.
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