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he Australian Government is currently
seeking to identify some potential
reforms for the Community Develop-
ment Employment Projects (CDEP)
scheme and the Indigenous Employment

Program in an attempt to improve Indigenous 
economic development. For example, they are
soliciting suggestions on how such programs can be
linked to the universal employment services model
and innovatively address Indigenous people’s needs
into the future (Australian Government, 2008).
This paper attempts to evaluate the relative
strengths and weaknesses of the CDEP scheme to
better inform this move to reform such programs.

The CDEP scheme is an innovative program that orig-
inally began in 1977 by converting notional
equivalents of the unemployment benefit entitle-

ments of Aboriginal people in remote areas within the
social security system into grants to Aboriginal organ-
isations from the then Commonwealth Department of
Aboriginal Affairs. These grants were then used by
Indigenous organisations to employ potential unem-
ployment benefit recipients in part-time work. The
scheme was developed as a response to the perceived
social threat of “sit-down money” to Indigenous com-
munities in the 1970s (Sanders, 2008), but, ironically,
is now being criticised as one of the main factors driv-
ing the social effects of prolonged welfare dependence
(Hughes, 2007; Stone, 2008).

During the 1980s and 1990s the CDEP scheme
expanded substantially, eventually being used in
many urban areas and metropolitan areas. In recent
years, it has been viewed by the Australian Govern-
ment as being more of an employment program than
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CDEP scheme can be seen in
Hughes (2007), which arguably
provided a rationale for the NTER.

Much of the public debate focuses
on ideological considerations
rather than examining empirical
evidence on the effect of the
CDEP scheme on individual and
community outcomes. However,
there are many scholarly and peer
reviewed works that describe the
scheme using Census and other
survey data sources (Altman,
Gray, & Levitus, 2005; Altman,
Gray, & Sanders, 2000). Ethno-
graphic and detailed case studies
of particular schemes also add to
our understanding of how the pro-
gram works (Madden, 2000;
Morphy & Sanders, 2001; Smith,
1995). Overall, it has been rather

difficult to obtain robust evidence about the 
general effect of the CDEP scheme on many socio-
economic outcomes because of the diverse ways in
which the scheme operates and is managed.

One of the most comprehensive evaluations of the
CDEP scheme was conducted by the Office of Eval-
uation and Audit (OEA; 1997) that was situated in
the then Aboriginal and Torres Strait Islander Com-
mission (ATSIC). Given that the CDEP scheme is in
the process of being reformed, it seems appropriate
to revisit those findings to ascertain whether there
are still any implications for contemporary policy
makers. The OEA used data from the 1994 National
Aboriginal and Torres Strait Islander Survey (NAT-
SIS), which was itself collected in response to the
reports of the Royal Commission into Aboriginal
Deaths in Custody (1991).

There are several official reviews of the CDEP
schemes, including the Spicer Review, which
referred in passing to the OEA evaluation of the
CDEP (Spicer, 1997). While Spicer pointed to the
many benefits of the CDEP scheme for Indigenous
people, it failed to mention some of the more awk-
ward findings in the OEA report. This paper seeks
to replicate some of the important findings of the
OEA report and attempts to explain some of the
apparent anomalies—for example, why the CDEP
scheme was associated with poor outcomes for
social indicators such as community violence and
substance abuse in the local area, or why there was
no correlation between participation in the CDEP
scheme and whether a person was a victim of phys-
ical or verbal abuse.

The main conclusion arising from the following
analysis is that the CDEP scheme provides a con-
sistently positive influence on social outcomes;
however, it is important not to lose sight of the fact
that economic development and mainstream
employment opportunities are, in the long run,

a community development program. However, as its
name implies, it still nominally has a component that
relates to the development of relevant Indigenous
communities. Under the last few years of the Howard
Government, the CDEP scheme was wound back to
focus only on regional and remote areas. The early
manifestations of the 2007 Northern Territory Emer-
gency Response (NTER, sometimes called the
“Intervention”) included a proposal to close all CDEP
schemes in the Northern Territory. This aspect of the
NTER was shelved after the election of the Rudd Gov-
ernment in November 2007, and some formerly
abolished CDEP schemes have since been re-instated.

Noel Pearson has consistently advocated a less
“passive” and responsibility-based welfare system
over the last 10 years (Sanders, 2008). After noting
that CDEP was based on the “reciprocity princi-
ples” that he advocated as the basis of welfare
reform (i.e., locally run by Indigenous organisa-
tions), Pearson (2000) elaborated on this point by
indicating that while CDEP in some smaller com-
munities was “very successful”, some projects in
larger communities were “not very distinguishable
from the dole” (p. 87). He developed this theme by
arguing that the CDEP scheme had “not achieved as
much as it could have in terms of community devel-
opment” because it was “administered under
welfarist governance structures” and surrounded by
other programs within the social security system
that were “not based on reciprocity but are located
within the passive welfare paradigm” (Pearson,
2000, p. 88). To fix CDEP, Pearson argued “we need
to reinsert the original goals of reciprocity and
responsibility” into the scheme and “subject other
government programs to similar principles” (Pear-
son, 2000, p. 88; Sanders, 2008).

In recent years, the Bennelong Society has been
particularly active in their criticism of the CDEP
scheme in public debate (e.g., Stone, 2008).
Another example of strident criticism against the
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even more important factors for ensuring there is a
constructive social environment in Indigenous
communities. The following analysis uses the 2002
National Aboriginal and Torres Strait Islander
Social Survey (NATSISS) to argue and partially
demonstrate that the anomalous findings in the
OEA report arose because CDEP tends to be located
in areas with pre-existing problems. Supplementary
geographic evidence from the 1994 NATSIS is also
presented to illustrate the crucial distinction
between community- and individual-level factors.
The concluding section speculates about the impli-
cations of these findings for policy makers. The
discussion elaborates on some important issues
that need to be taken into account when finalising
the substance of the latest reform of the CDEP
scheme (Australian Government, 2008).

Re-visiting the OEA report
The OEA’s (1997) evaluation of the CDEP had 
several objectives that can be summarised as:

identifying the benefits of urban CDEP schemes
and suggesting ways to improve such schemes;
and

identifying non-labour market outcomes of all
CDEP schemes (p. i).

The first objective is rather redundant, given
changes in policy direction whereby CDEP focuses
on remote and non-urban areas, and hence this
paper focuses on the latter objective. The main
finding of the OEA (1997) was that, compared to
the unemployed, for CDEP participants:

substance abuse and violence were more likely
to be described as being problems in their local
areas;

personal income and cultural identification were
higher;

alcohol consumption, number of arrests and
intention to pursue further study were lower;
and

health status and whether a respondent was 
a victim of verbal or physical abuse were not 
significantly different (pp. 42–50).

The findings on the community incidence of sub-
stance abuse and violence are counterintuitive and
are not consistent with the proposition that the
CDEP scheme develops either the community or
individuals within the community. This is an awk-
ward finding for the defenders of the scheme, which
may explain why the OEA report has not been as
widely cited as one might have expected. In a sense,
this paper is an attempt to make sense of the fact
that substance abuse and violence appear to be
associated with the areas in which CDEP schemes
operate. Before replicating this aspect of the OEA
analysis using more recent data, it is important to
rehearse some of the other findings from that
report.

The OEA (1997) also summarised the Current Par-
ticipant Survey from all CDEP schemes that existed
in 1997. That analysis revealed that:

54% of participants wanted to work in CDEP to
get off the dole (24% to improve their skills, 20%
because there was no other work);

81% found CDEP work interesting;

47% received training in the last year (of whom
91% claimed the training was useful);

66% wanted a non-CDEP job within a year; and

mobility was low between schemes but relatively
high within a scheme (e.g., the average duration
spent in a scheme was only 8.7 months) 
(pp. 21–31).

The 1996–97 Ex-Participant Survey also provided
some interesting insights into the likely impacts of
the CDEP scheme (OEA, 1997, pp. 31–39). The sur-
vey, which involved interviews with 430 former
CDEP participants who were interviewed between 7
and 31 months after leaving the CDEP scheme,
showed that:

Immediately after leaving the scheme, 24% went
straight to another job, with one-third of these
being employer-subsidised employment. How-
ever, 50% of ex-participants were unemployed
and another 26% were not in the labour force
(NILF; i.e., people not currently involved in the
labour market). By comparison, at the time of
the survey, 28% were in jobs (with 64% unem-
ployed and only 8% being NILF). Therefore, these
employment rates held up for some time after
leaving the scheme.

CDEP increased the availability of training, espe-
cially for those with low levels of schooling.

The majority of ex-participants thought that the
CDEP administration was adequate or good.
Notwithstanding, 63% had some concerns about
absenteeism within the scheme.

In broad terms, the OEA report could be charac-
terised as indicating that the CDEP scheme was
achieving similar outcomes to other job creation
programs (see Hunter, Gray, & Chapman, 2000).
While the OEA report did not provide a formal 
statistical analysis of the impacts of CDEP scheme,
in terms of improved labour market participation
the impacts were substantial, but by no means 
spectacular.

However, the CDEP scheme is not just another
employment program—as the name indicates, it is
nominally linked to community development. 
Consequently, the following section seeks to repli-
cate the OEA analysis using more recent data—the
2002 NATSISS—to explore socio-economic and
community outcomes.
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regression analysis because they may result in a
“bias” in the magnitude of the measured associa-
tion. One example of such a variable used by the
OEA was the local incidence of substance abuse,
which was used to “explain” some of the other
social outcomes, even though it was itself partially
“explained” by CDEP employment; that is, the
measured effect of CDEP on those social outcomes
may have been biased by the inclusion of substance
abuse as an explanatory factor. Note that this is not
to deny the importance of such factors, but merely
recognising that a more sophisticated empirical
approach is required to eliminate the possibility of
bias distorting the findings.

Note that it was not always possible to use the same
explanatory variables, given that the data changed
between the 1994 and 2002 surveys. The set of
exogenous variables used in the following regres-
sion included: male, age (in years), “mixed”
households with both Indigenous and non-Indige-
nous residents, sole-parent families, multi-family
households, taken from natural family, state, the
standard ABS remoteness classification, difficulty
in speaking English, highest qualification, and
speaking an Indigenous language. Table A1 in the
Appendix provides the mean values for all the vari-
ables used in the regression analysis. Table A2
documents the simple correlations between CDEP
scheme employment and all the outcomes used in
the regression analysis—being careful to distin-
guish between the correlations between remote and
non-remote areas. The differences in the signs and

The need to re-assess the OEA report
The main concern with the OEA (1997) analysis
was where it mixed community-level and individ-
ual-level data. For example, violent neighbourhood
and victim data were measured at the neighbour-
hood level, or rather the individual perception of
what was happening in the neighbourhood. Individ-
ual perceptions would be highly correlated with
neighbourhood outcomes and could be considered
a measure of neighbourhood problems. So what
does it mean when an analyst tries to explain neigh-
bourhood issues by reference to responses of
individuals? To the extent that respondents are
clustered together in particular neighbourhoods by
the sampling design of the survey, correlations
between individual responses may arise from the
relationship between neighbourhoods; however, if
the relationships between neighbourhoods are the
only consideration, then data is more appropriately
measured at the neighbourhood level.

In attempting to replicate the OEA (1997) findings
on non-employment outcomes, there are several
important points that should be made. Firstly, the
OEA confined their analysis to the unemployed and
CDEP scheme participants. This restriction raises
the prospect that the OEA analysis was, inadver-
tently or otherwise, attempting to make the CDEP
scheme “look good” by confining their comparisons
with the unemployed. Consequently, the following
analysis looks at the whole Indigenous population
in the working age group and controls for the social
and economic effects of being employed in either

CDEP scheme employment seems to be associated with better
socio-economic outcomes and working in a CDEP scheme

seems to reduce the incidence of substance abuse

the CDEP scheme or other jobs, relative to being
unemployed. For the sake of completeness, the
socio-economic effects of not being in the labour
force at all will also be documented (again relative
to the outcomes for the unemployed).

The second potential issue with the original OEA
(1997) specification was that they used a different
set of explanatory variables for each of the 
non-employment outcomes they modelled. Conse-
quently, the reader of that report could not be sure
whether the differing measured effect of the CDEP
scheme was due to involvement in the scheme or
the failure to control for variations in relevant
observable characteristics of survey respondents.
To avoid this potential issue, the following analysis
uses a similar set of controls for each regression.
Explanatory variables that may raise issues about
reverse causation should be eliminated from the

significance of correlations between remote and
non-remote areas illustrate that there may be dif-
ferent processes in the respective areas.

Table 1 reports the effect of labour force status on
the probability of experiencing various socio-eco-
nomic outcomes, using a standard statistical model
of those outcomes (i.e., a “marginal effect” from a
“probit” model). For example, the first entry in this
table reports the marginal effect of being in the
CDEP scheme on the probability of being a victim of
physical or verbal abuse (i.e., a “victim”), relative to
the unemployed reference person (see note in 
Table 1). CDEP significantly reduces the probability
of being a “victim” by 5.5 percentage points relative
to the unemployed. However, being in non-CDEP or
mainstream employment reduces the probability of
being a victim by significantly more, with a reduc-
tion of 8.9 percentage points.
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Two major points arise from Table 1.1 The first is
that CDEP scheme employment seems to be associ-
ated with better socio-economic outcomes. The
exception to this rule is living in a violent neigh-
bourhood but, as with the OEA study, this anomaly
may result from the fact that these data are
unavoidably measured at a neighbourhood level
rather than capturing the effect of CDEP employ-
ment on individuals.

The second thing to note from Table 1 is that the
CDEP scheme is generally associated with less pos-
itive outcomes than non-CDEP employment, but is
associated with more positive outcomes than either
unemployment or NILF. One exception to this rule
is that CDEP has no significant effect on health sta-
tus, whereas non-CDEP jobs have a significant
effect, increasing the number reporting fair or poor
health status vis-à-vis unemployment. Persons out-
side the labour force tend to be less likely to report
fair or poor health status. These observations may
reflect the difficulty many Indigenous people have
in reconciling participation in the workforce with
their cultural commitments.

In contrast to the OEA study, Table 1 also shows
that working in a CDEP scheme seems to reduce the
incidence of substance abuse. Note that the 2002
NATSISS only collected and reported direct infor-
mation on the substance abuse of individuals for
non-remote areas. The contrast between the results
based on 1994 and 2002 data probably arises
because of the geographic level of the dependent
variable. That is, individuals probably have a differ-
ent relationship between labour force status and
substance abuse than regional or local communities
have between the same two variables. It seems
highly likely that substance abuse is less common
among CDEP participants relative to the unem-
ployed reference person, but appears to be more
common in communities where CDEP workers live.

Geographic analysis and the effects of the
CDEP scheme
How do we separate out the effect of community-
and individual-level phenomena? The answer is
that it is very difficult to do this convincingly with
existing data sources. Even if the reader is willing to
suspend disbelief about the theoretical difficulties
in separately identifying the effect of the respective
levels of analysis (see Hunter, 2004b), then you are
faced with the issue of simultaneously collecting
enough data on both individuals and local areas (or,
rather, communities). The 1994 NATSIS and 2002
NATSISS had large numbers of individual respon-
dents, but both surveys were designed to be
national studies and hence did not have sufficient
numbers of observations within particular commu-
nities to conduct a powerful or credible analysis to
separate out the effect of these distinct levels.

Notwithstanding, it is possible to gain some insight
into what is happening at the community level by

Marginal effects of labour force status for analogous 
OEA outcomes, all Indigenous population aged 15–64
years, 2002

Table 1

CDEP Non-CDEP 
employed employed NILF

%

Victim –5.5 (1.7) –8.9 (1.5) –3.8 (1.5)

Arrested –6.2 (1.0) –13.7 (0.9) –5.1 (1.0)

Financial stress –5.7 (2.4) –25.7 (2.0) –1.8 (2.0)

Studying 3.8 (1.7) 5.1 (1.4) 3.9 (1.2)

Disability –3.3 (2.2) –13.6 (1.9) 7.6 (1.9)

Self-assessed health status is fair/poor 0.3 (1.9) 6.2 (1.8) –4.1 (1.6)

Substance abuse –9.0 (3.3) –7.0 (2.3) –4.6 (2.2)

Violent neighbourhood 5.3 (2.2) –1.9 (1.9) –3.5 (1.8)

Notes: The substance abuse regression was only conducted for non-remote areas because
no data were available for remote areas. The reference (omitted) categories are:
unemployed, female, Indigenous-only household, coupled families, one family per
household, had not been taken from the natural family, resident in New South
Wales, lives in a metropolitan area, has no qualification, and does not speak an
Indigenous language.

focusing on geographic data that are closely related
if not identical to local factors. As indicated above,
the 1994 NATSIS collected information on whether
family violence is perceived to be a problem in the
local communities. These data were aggregated to
the ATSIC regions and mapped by Hunter, Arthur
and Morphy (2005), as shown in Figure 1 (on p. 48).
Note that ATSIC regions illustrated in Figure 1 are
obviously larger than most common notions of
community, but they are the lowest geographic lev-
els for which data are currently available. However,
this information can be interpreted as truly reflect-
ing community-level factors; it is not just an
aggregation of individual outcomes to a relatively
high level of geography, as respondents to the NAT-
SIS were asked directly about their perceptions of
problems in their local community. For the pur-
poses of this paper, the crucial thing to note about
Figure 1 is that family violence is particularly pro-
nounced in the very remote parts of most states
and territories.

Altman and Hunter (2005) provided the analogous
picture of CDEP scheme employment rates for 2001.
Figure 2 (on p. 48) identifies the relatively high rates
of dependence on CDEP in remote Australia. Biddle
and Hunter (2006), who attempted to provide a dis-
aggregated picture of geographic distribution of CDEP
employment, argued that this observation is driven
by the location of CDEP schemes in particular com-
munities. For example, high rates of CDEP schemes
in the Cape York community are partially driven by
the existence of large schemes around Cooktown
(e.g., Wujal Wujal). The main message from Figure 2
is that there is substantial variation in the rates of
CDEP jobs across ATSIC regions, with the majority of
such employment being particularly concentrated in
remote areas. 
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supportive community and family environment.
Economic sustainability is likely to feed back to a
positive family environment, especially to the extent
that adequate resourcing and housing is provided
(Hunter, 2007c).

In the debate surrounding the Northern Territory
Intervention, several media commentators have
pointed to the CDEP scheme as being responsible
for widespread community dysfunction (Hughes,
2007). But is that entirely fair?

CDEP and community dysfunction
CDEP scheme participation has historically been
more prominent in remote areas, even before the
recent changes to the administration of the scheme
(i.e., the closing of urban schemes in the last couple
of years). CDEP scheme employment rates are still
particularly high in the top end of Australia, which
seems to point to CDEP as being a possible driver of
the high rates of community violence in remote
Indigenous Australia. However, this assertion
ignores the prior problems in those areas of the lack
of economic development and the failure to clearly
resolve the intertwined issues of social justice con-
siderations and property rights in native title. While
it is too difficult to provide direct evidence about
social justice and property rights issues in this
paper, one can attempt to get some insight into
social justice issues using 1994 data aggregated to
the 36 ATSIC regions. Rather than use the disag-
gregated data used to construct the map in Figure 2,
the following analysis uses the more aggregated
CDEP data from Altman and Hunter (2005, Map
15.18, which is drawn to show CDEP participation
by ATSIC regions). This has the considerable
advantage that it is contemporaneous with, and
geographically comparable to, the only national
measure of community violence available (Figure 1).
Economic development can be clearly measured 
in the 1994 NATSIS data using private sector
employment, which excludes all public sector
employment. It should be noted that the CDEP
scheme category is theoretically mutually exclusive
from the private sector employment category used
in the following analysis (although there was possi-
bly some overlap in previous Census data). The
analysis also focuses on Indigenous employment in
various regions, rather than the total number of
local jobs available, as Indigenous workers are often
employed in a very different set of jobs to the rest of
the workforce (i.e., there is a high level of industrial
segregation between Indigenous and non-Indige-
nous employment, see Hunter, 2004a).

Table 2 reports an ordinary least squares regression
analysis of the effect of these labour market indica-
tors on community violence when measured at the
level of ATSIC regions. All the geographic data is
derived from the 1994 NATSIS. CDEP participation
is significantly correlated with neighbourhood vio-
lence only if you ignore the relative buoyancy of the
Indigenous labour market. However, if one does

The CDEP scheme participation rate was positively
correlated with the perception of violence in the
local community. While one cannot exclude the pos-
sibility of reverse causation, it is not unreasonable to
assume that the lack of economic engagement in
remote areas is leading to widespread violence in 
the community, which in turn undermines the 

Rates of perception that family violence was a problem 
in the community, 1994

Figure 1

Most 66-93%
More 50-65%
Less 40-49%
Least 12-39%

Source: Hunter, Arthur, & Morphy (2005, Map 19.12)
Reproduced with the kind permission of Macmillan Publishers Australia.

CDEP participation rates of adults, 2001Figure 2

Most 33-68%
More 16-32%
Less 6-15%
Least 1-5%

Notes: The data were derived by dividing ATSIC data on CDEP employment by the 
Indigenous Estimated Residential Population at the time of the 2001 Census.

Source: Altman & Hunter (2005, Map 15.3)
Reproduced with the kind permission of Macmillan Publishers Australia.
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control for the lack of economic development, as
evidenced by the lack of private sector jobs, then
you find that CDEP is no longer significant.

One possible explanation for this is that CDEP
schemes are provided in areas where pre-existing
issues such as high levels of community dysfunc-
tion are identified. That is, the apparently
anomalous OEA (1997) finding on the association
between the CDEP scheme and community level
violence is simply an artefact of the geographic dis-
tribution of CDEP jobs. Stated another way, it is the
confusion of the individual and geographic levels of
analysis that drive the anomaly in the original OEA
analysis.

Given the limitations on local geographic data avail-
able in Indigenous surveys such as the 1994
NATSIS or 2002 NATSISS, the above analysis was
confined to a broad analysis between relatively
large geographic areas. Theoretically, it should be
possible to provide evidence on whether CDEP
schemes are attracted to particular communities
with problems; however, disaggregated reliable data
on CDEP scheme participation has only been avail-
able for a relatively short period (from 1999 until
the demise of ATSIC in 2004). At this stage, a direct
assessment of whether people have felt that the
level of violence changed after a CDEP scheme was
implemented or dismantled in the local area is not
possible, as there is no data available.

Notwithstanding, it may be possible to get some
associated insights into the effect of CDEP schemes
on the local community. Hunter (2008) used longi-
tudinal CDEP data for New South Wales to illustrate
that there was no significant correlation between
CDEP employment and Indigenous crime rates
once unobservable regional factors, such as pre-
existing levels of community dysfunction, are taken

into account. That analysis is consistent with the
hypothesis that CDEP schemes are more likely to
operate in communities with social problems.

This section has illustrated that the apparently neg-
ative impacts of the CDEP scheme identified in the
1997 OEA report can be explained by other com-
munity-level factors. While the positive effects of
CDEP scheme participation are significant across a
range of indicators, there was no significant nega-
tive effect from the scheme that was robust to
critical scrutiny.

non-Indigenous outcomes is itself multidimensional
in nature and hence it would be unreasonable to
expect that CDEP employment could simultane-
ously address all aspects of Indigenous disadvantage
(Hunter, 2007c). Notwithstanding such difficulties,
the CDEP scheme appears to have had a consistent
and substantial positive effect on a range of social
and economic outcomes at both an individual and
community level. One possible exception is com-
munity violence but, as this paper argues, this
probably reflects the pre-existing conditions and
history of such communities.

Implications for reform of the CDEP scheme
The former head of the Treasury, John Stone,
recently wrote (2008) that the “evidence of the
[CDEP scheme] program’s ineffectiveness is over-
whelming”. The evidence presented in this paper
shows that this proposition is contestable. I want to
make it clear that my half-hearted defence of the
CDEP is not based on a desire to rationalise (or indeed
attack) the scheme, but rather to acknowledge that
there are some good and bad aspects of the scheme.

The CDEP scheme involves a complex and multidi-
mensional set of activities that has both strengths
and weaknesses. The decentralised control of how
the work is organised allows it to respond to local
needs defined from an Indigenous perspective.
However, it cannot be seen as a panacea for
addressing all the sources of Indigenous disadvan-
tage, as the CDEP scheme is only one policy
instrument. The wide gap between Indigenous and

Ordinary least squares regression of the perception 
of violence as being a problem in the community, 
ATSIC regions, 1994

Table 2

Specification 1 Specification 2

CDEP scheme 0.547 (0.159) 0.226 (0.215)

Private sector –0.440 (0.179)

Constant 38.202 (3.767) 60.298 (9.800)

R2 0.330 0.461

Number of observations 36 36

Notes: Specification 1 is simply a parsimonious version of specification 2 that explores the
regional correlation between CDEP participation and community violence before
taking into account the variation in local private sector employment. Robust 
standard errors are calculated using White’s heteroscedastisticity robust estimator
and reported in parentheses (see Cook & Weisberg, 1983). The averages for violent
neighbourhood, CDEP scheme and real private sector across the 36 ATSIC regions
are: 50.7%, 22.8% and 33.6% respectively.

While the positive effects of CDEP scheme participation are significant
across a range of indicators, there was no significant negative effect
from the scheme that was robust to critical scrutiny.
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the extent of such a trade-off. Intuitively, it is possible
to argue that maintaining a cultural identity that is
distinct from the mainstream Australian norms might
foreclose one’s employment and education options.
However, the evidence that I am aware of seems to
indicate that such fears can be overstated. For exam-
ple, Hunter (2007c) shows that youth who speak an
Indigenous language are actually more likely to attend
school.

Johns (2008) provides a radical proposal whose bot-
tom line is that policy should change the set of
incentives for mobility facing Indigenous people by
removing unconditional income support and services

When the CDEP scheme was introduced it was seen
as a means of avoiding the traps of passive welfare, but
some commentators now argue that it failed in this
objective, while others argue that it is no different to
other welfare payments or “sit-down money” (most
colourfully argued in Hughes, 2007). Notwithstanding
the generally positive effect of the scheme, non-CDEP
employment is (usually) a more protective factor
than CDEP work. While welfare dependence is still a
potential issue in many Indigenous communities, it
can be argued that the problem is the lack of non-
CDEP jobs in the local area and prolonged reliance on
handouts from government, not the existence of the
CDEP scheme per se.

provided in such communities by CDEP schemes or
other government initiatives. While some findings in
this paper could be used to support this position, the
optimal level of mobility depends on the individual
and the social costs and benefits of moving. Even if
one is willing to ignore Indigenous perspectives on
culture and interventions made on their behalf, it is
not entirely clear to me that mobility will necessarily
result in the benefits anticipated by Johns (2008),
especially when one takes into account the likelihood
that there will be substantial short-run adjustment
costs (e.g., in terms of social dislocation) and the dif-
ficulty that many Indigenous people have in securing
employment in developed labour markets. Another
factor that is discounted in Johns’ analysis is that the
ongoing existence of an authentic and living Indige-
nous culture has considerable non-market value to
both Indigenous and non-Indigenous Australians.
From a national perspective, CDEP jobs are also
important for much of the natural resource manage-
ment work undertaken in remote Australia. For
example, Indigenous Protected Areas are an integral
part of the conservation estate, and ensuring that
such areas are adequately maintained is in the
national interest.

Whatever one’s positions on the validity of the argu-
ments put forward by Johns (2008), public debate
would be enhanced by the further evaluation of the
extent of trade-off between cultural maintenance
and integration into the mainstream economy.

As indicated above, the Australian Government
(2008) is canvassing suggestions for the reform of
the CDEP scheme that are developed at a local
level. This is all well and good, but does so within 
a framework that distinguishes three types of

Challenges and dilemmas
There are several important ongoing dilemmas for the
CDEP scheme. In a sense, it can be argued that the
CDEP scheme has facilitated the decline of Indige-
nous employment in the public sector (Hunter,
2007b). The fact that some services are provided for
Indigenous communities by the CDEP scheme may
have lessened the pressure for traditional public ser-
vant jobs to be filled by Indigenous workers. The
evidence that this sort of substitution is taking place
is that, since 1981, the decline in the Indigenous pub-
lic sector (excluding CDEP scheme jobs) is greater
than the decline in the overall Australian public sec-
tor (with both expressed as a proportion of the
respective adult populations employed in the public
sector). That is, the “evolution” of the CDEP scheme
has meant that the work-for-the-dole and community
development functions interacted with other institu-
tions to change the set of incentives facing both
Indigenous people and other actors (public service
managers). This “evolution” has been interpreted in
terms of institutional economics and cumulative cau-
sation (Hunter, 2007c).

Another dilemma for the CDEP scheme is that it has
allowed more people to choose to stay in “non-viable”
remote communities because residents do not bear
the full economic cost of not moving (Johns, 2008).
Johns argues for a policy of “economic integration”,
on the grounds that the modernisation project is
(necessarily) inconsistent with cultural maintenance.
Ironically, Johns cites one of my papers (Hunter,
2007a) to support this assumption. While I raised the
prospect that there is some partial inconsistency or
trade-off between modernisation and cultural main-
tenance, I believe that it is an empirical question as to

While welfare dependence is still a potential issue in many Indige-
nous communities, it can be argued that the problem is the lack of

non-CDEP jobs in the local area and prolonged reliance on handouts
from government, not the existence of the CDEP scheme per se.
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economies—established, emerging and limited—
and seems to be largely based on a focus on the
demand side of the labour market, or rather the
experience of growth and potential growth within
the region.2 One might quibble with how appropri-
ate the growth typology is for various regions, but
there is a clear need to enhance the number of jobs
available for Indigenous people in many parts of
Australia. In a sense, this paper reinforces this need
in that non-CDEP scheme employment is associ-
ated with better outcomes at both individual and
community level than CDEP scheme employment.

Another issue for the Australian Government
(2008) is that it fails to link adequately with the
supply side of the labour market; that is, the aspira-
tions, motivations and capacities of the local
Indigenous people. For example, the differentiated
responses for limited economies does not refer to
developing the capacity of participants, but rather
focuses on mobility, wage subsidies, business sup-
port and development (2008, p. 8). That paper
refers to “ironing out” differences in incentives by
moving off CDEP wages (in established economies)
and training and mobility (in emerging economies).
These references are somewhat confusing because,
as is pointed out on page 3 of the same document,
CDEP is no longer available in capital cities and
many regional centres. The discussion of such
issues needs to be further clarified and developed.

The incentives for individuals to take up non-CDEP
scheme work can be examined using the concept of
replacement rates (Daly & Hunter, 1999). Replace-
ment rates, or rather replacement ratios, are
calculated as the ratios of total transfer payments
when not working, relative to the total income
received when employed outside the CDEP scheme.
The closer a replacement ratio is to one, the less
incentive an individual has to work. Replacement
ratios over one mean that an individual has no mon-
etary incentive to work as they can receive more
income from remaining outside employment. While
the calculation of replacement ratios is conceptu-
ally simple, it requires that the analyst models the
whole social security and tax system in an attempt
to account for the family circumstances of each
individual.

Daly and Hunter (1999) estimated that replacement
rates were highest for single Indigenous males and
females who are NILF, but did not differ substantially
between those in non-CDEP employment or unem-
ployment. This probably reflects the generally lower
income-earning potential of those outside the labour
force. However, it should be noted that the replace-
ment rates were significantly higher for CDEP scheme
participants compared to unemployed workers, with
the former having slightly higher transfer payments
(partially a result of more and possibly lower expected
wages, or rather, lower earning potential outside the
scheme). That is, the lower taper rates mean that
CDEP scheme participants usually keep more of their
“benefit” than the unemployed when working in

extra (non-CDEP) employment. The lower income
for CDEP workers relative to other workers is likely to
be associated with the distinctive characteristics of
the CDEP scheme participants (including where they
live). While mobility-based policies may address loca-
tional disadvantage, they will not necessarily redress
deficits for CDEP workers in the quality and quantity
of educational outcomes and other characteristics
that affect their productivity. 

Notwithstanding the training provided by many
CDEP schemes, it is important to ensure that future
options are not foreclosed by encouraging youth to
enter the CDEP scheme before completing their edu-
cation (for an innovative policy suggestion, see Henry
& Smith, 2002, pp. 14–16). The importance of main-
taining an incentive structure that encourages youth
to stay at school is particularly apparent in remote
areas, where CDEP participation is significantly neg-
atively correlated with attendance at school or other
educational institutions (see Appendix, Table A2). At
the risk of stating the obvious, incentives can be
either positive or negative—positive incentives
ensure that income and conditions when studying are
better than youth working in CDEP schemes and neg-
ative incentives ensure that CDEP scheme wages for
youth are not so attractive that people have a finan-
cial incentive to leave school early.

Simply addressing the incentive issues for reaching
the highest educational qualification possible is not
necessarily sufficient. An Australian Government
paper (2008, p. 8) suggests that assistance might be
provided for individuals to take advantage of oppor-
tunities in established economies. However, the
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Endnotes
1 Legitimate questions can be raised about the direction of

causality, especially with respect to the arrest findings. For
example, Borland and Hunter (2000) argued that arrest is
historically determined by reference to whether or not a
person had been arrested in the previous five years. In con-
trast, employment status is measured contemporaneously
and hence the direction of effect is likely to be from arrest to
employment. However, most of the dependent variables in
Table 1 are not historically determined and it is easier to
make the case that direction of causality is from labour
force status to these outcomes.

2 The focus on limited economies is interesting in that it
avoids a reference to declining regional economies, which
might suggest the need for structural adjustment and
enhanced mobility and re-location.

3 I would not deny the existence of some “positive discrimi-
nation”, whereby Indigenous workers may be more likely to
get a job than other similarly qualified workers because of
the existence of Indigenous-specific recruitment processes
(e.g., in certain mining companies and public sector organi-
sations). However, such discrimination is probably not sig-
nificant, given that the Australian Public Service has experi-
enced a relatively stagnant number of Indigenous workers
in the last decade, which has resulted in a substantial decline
in the rate of Indigenous employment (Commonwealth of
Australia, 2007, p. 81).
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