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Introduction

The lockdown-induced recession has revealed that Australia is a fundamentally divided 
country. It has exposed the differences between what the Institute of Public Affairs has 
described as the ‘Two Australias’: one is the group of public service elites and high 
income earners who were largely sheltered from the economic and social impacts 
of lockdowns; the other is comprised of young people, low income earners, and 
mainstream Australians who work in small business and the private sector, who have 
suffered greatly.

The 2020 recession ended Australia’s record of economic growth. The Australian 
economy contracted by 0.3% in the March quarter and by 7% in the June quarter. 
The recession technically came to an end in the September quarter when the 
economy grew by 3.3%.1

The Two Australias have had vastly different experiences of this severe contraction and 
relatively strong growth. Despite the claim popular with political elites when lockdowns 
were being introduced that Australians were “all in this together”,2 the best available 
evidence shows that this was never the case.

Due to seasonal impacts on employment data over December and January, this report 
uses data up to the end of November 2020. As such, it can be taken as an assessment 
of the impacts of lockdowns, and in particular an exposé of three pieces of evidence 
which highlight the divide between the Two Australias. 

The first is the divide between the public and private sectors. Those employed in 
the private sector suffered disproportionate job losses, with almost 300,000 still 
out of work in November, nine months after lockdowns were imposed. Public sector 
employment, on the other hand, returned to pre-lockdown levels in mid-June and by 
the end of November was 25,800 above March levels. Total private sector wages 
were down a cumulative 8.3 billion between the March and September quarters, but 
total public sector wages were a cumulative $2.75 billion higher.

The second is the intergenerational divide, with job losses being concentrated amongst 
young Australians. While employment among those aged 35 and over had grown above 
pre-crisis levels by November, employment for those aged 15 to 34 remained 3.1% 
below March levels, representing a net decline of 158,000 employees aged 15 to 34.

The third divide is between low- and high-income individuals. Between August 2019 
and August 2020,3 there was a decline of 515,400 jobs for those earning less than 
$700 a week (the bottom 20% of income earners), an increase of 53,500 jobs for 

1 Australian Bureau of Statistics, “Australian National Accounts: National Income, Expenditure and Product,” 
September 2020.

2 Scott Morrison, Ministerial Statement, Australian Parliament House, Australian Capital Territory, 8 April 2020, 
https://www.pm.gov.au/media/ministerial-statement-australian-parliament-house-act-080420.

3 The Australian Bureau of Statistics releases the relevant data as a snapshot of August in each year, and as such the 
only comparison that can be made is between August 2019 and August 2020.
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those earning between $700 and $1,799 per week (middle 60% of income earners), 
and an increase of 194,500 jobs for those earning over $1,800 per week (top 20% of 
income earners).

The findings of this report serve as a warning of the devastating and divisive effect 
lockdown measures have had on the Australian community. While the recession is 
technically over according to the definition of a recession as two consecutive quarters of 
declining real gross domestic product, these three parts of Australian society are likely 
still experiencing economic hardship. The lockdowns exposed the differences between 
the Two Australias, which must be addressed if policymakers and politicians wish to 
maintain the health of Australia’s egalitarian, liberal democratic, capitalist way of life.
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Public-private split: The ‘K-shaped’ 
recession

Public sector employees have had a very different experience of the lockdown-
induced economic disruption compared to their counterparts in the private sector. 
This difference became more pronounced over the course of 2020, giving rise to the 
K-shaped recession shown in Chart 1 below. The K-shape describes the fact that the 
public sector saw a rapid restoration of jobs lost, followed by employment gains, while 
the private sector suffered heavier losses and a stagnant recovery. The public sector is 
on the upward arm of the K while the private sector is on the downward arm.

At the height of job losses in April, public sector employment was 4.7% below pre-
lockdown levels while the private sector was down 8.8%. From these lows, the public 
sector returned to pre-lockdown employment by mid-June, effectively ending the 
recession for those employees. Between 14 March and 28 November, the public sector 
expanded employment by 3.1%, or almost 25,800 jobs. Meanwhile, the private sector 
has effectively seen no employment growth since mid-July, with employment on 28 
November down 2.4%, or just over 295,000 jobs, compared to pre-lockdown levels.4

The 2020 recession was only experienced by the private sector. Aside from employment, 
this can be seen in wage data and is shown in Chart 2 below. According to Australian 
Bureau of Statistics (ABS) data, total private sector wages were a cumulative $8.3 billion 
lower in the June and September quarters, compared to the March quarter. By contrast, 
total public sector wages were a cumulative $2.75 billion higher over this period.5

Chart 1: Australia’s K-shaped recession

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: IPA, ABS.

4 While more recent data is available, there are seasonal factors which impact the payroll jobs data in December and 
January. To avoid unnecessary noise, the analysis was restricted to between March and November.

5 Australian Bureau of Statistics, “Australian National Accounts: National Income, Expenditure and Product,” 
September 2020.
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Chart 2: Total wage changes between the March and September quarters

 
 
 
 
 
 
 

 
 
 

Source: IPA, ABS.
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Young Australians disproportionately 
impacted by the lockdowns

The unemployment crisis caused by the lockdowns has disproportionately affected 
young Australians. At the height of the crisis in May 2020, when employment had 
fallen by 6.7% in just two months, Australians aged 15 to 34 accounted for 62% of the 
net job losses despite the age group accounting for just 39% of the workforce.6 This 
represented 544,000 young Australians out of work.

Young Australians experienced a sharper decline in employment and a substantially 
weaker recovery than the broader labour force. In May, employment was down 17.1% 
for those aged 15 to 24, 6.8% for those aged 25 to 34, and 4.1% for those aged 35 
and over. Between May and November, employment for those aged 35 and over 
recovered and grew 0.3% above the March level, while employment for those aged 
15 to 24 remained down 4.4%, and down 2.3% for those aged 25 to 34. On net, 
approximately 158,000 Australians aged 15 to 34 were unable to return to work as of 
November. This compares to a 20,000 increase in net jobs for those aged 35 and over.

There are a number of factors behind the heavy job losses experienced by young 
Australians. Measures to restrict large gatherings, restaurant and cafe dining, and 
travel disproportionately affected industries with high shares of youth employment, 
including hospitality, tourism, and retail. Young Australians are also more likely to be 
employed in part-time work and less likely to be as firmly established in their business 
than their older colleagues making them more susceptible to job losses.

Chart 3: Change in employment by age

 
 
 
 
 
 
 

 
 
 

Source: IPA, ABS.

6 Australian Bureau of Statistics, “Labour Force, Australia, November 2020.” 
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Job losses concentrated among lower 
income Australians

Between August 2019 and August 2020 there was a net decline of 267,300 jobs.7 
This does not reveal the entire story, however. This net figure is the result of job declines 
among some income groups, offset by job gains in other income groups.

Chart 4 shows the net change in employment between August 2019 and August 2020 
by different pre-tax income groups. In 2020, these three income groups represented 
the bottom 20% (under $700 per week), middle 60% ($700-$1,799 per week), and 
top 20% (over $1,800 per week) of income earners. On an annual basis, the bottom 
20% earn under $36,400, the middle 60% earn between $36,400 and $93,600, 
and the top 20% earn above $93,600. Casual and part-time workers are more likely 
to earn smaller annual amounts, which causes a drag on the bottom 20%. 

There was a decline of 515,400 jobs for those earning less than $700 a week, an 
increase of 53,500 jobs for those earning between $700 and $1,799 per week, and 
an increase of 194,500 jobs for those earning over $1,800 per week.8

Chart 4: Changes in jobs by income group

 
 
 
 
 
 
 

 
 
 

Source: IPA, ABS.

7 This is based on annual employee earnings data from the Australian Bureau of Statistics, which outlines the 
distribution of employees based on weekly earnings. Data is only available for August 2019 and August 2020.

8 Australian Bureau of Statistics, “Employee earnings,” 11 December 2020, https://www.abs.gov.au/statistics/
labour/earnings-and-work-hours/employee-earnings/aug-2020#distribution-of-earnings.
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This suggests that coronavirus-related lockdown measures had a disproportionate 
impact on those with incomes below $700 per week. While it is possible that some 
low-income earners were moved up into a higher income group because of the $750 
per week JobKeeper wage subsidy, ABS data shows that, in August 2020, only 14% 
of JobKeeper recipients were receiving more than their usual pay.9

This indicates that, of the 515,000 people who moved out of the low-income group, 
approximately 373,800 likely moved into a higher group as a result of JobKeeper, 
while at least 141,200 lost their job entirely.10

This hypothesis is supported by ABS data which shows that average weekly earnings 
jumped 5.4% between May 2019 and May 2020, an unusual spike which can be 
explained by changes to the distribution of earnings, rather than increases in income at 
the individual level. As the ABS explain, “The large-scale loss of lower paid jobs… [has] 
the effect of increasing the value of average weekly earnings at the economy level.”11 

Chart 5 below demonstrates this effect, showing the percentage change in jobs between 
14 March and 15 August and average weekly earnings by industry. The industry with the 
lowest average pay, accommodation and food services, saw the largest decline in jobs 
between March and August. As indicated above, this increases average weekly earnings 
at the economy level by removing lower-income employees from the distribution. 

While the disproportionate effect of lockdowns on lower-income employees is clear, 
there are some limitations with the available data which likely understate the extent of 
job losses. The ABS only report the distribution of earnings for August of each year, 
which means that job losses calculated above are based on August 2019 to August 
2020 changes, rather than pre-lockdown to August 2020 changes. According to 
ABS labour force data, there were 363,900 jobs lost between March 2020 and 
August 2020, indicating that there were a further 96,600 net job losses which are 
unaccounted for here.12 The difference is caused by net job creation that occured 
between August 2019 and March 2020.

Given the analysis presented in this report, it is likely that these additional job losses 
came disproportionately from lower income earners. Additionally, these figures do not 
account for underemployment, where an individual is employed but is not able to work 
enough hours. Between March 2020 and August 2020, there were 314,800 more 
underemployed people.13 These people are still technically employed, but they may 
not be able to earn enough to support themselves or their family. While lockdowns 
increased the number of underemployed people, it is not clear where these people fall 
on the income distribution scale.

9 Ibid.

10 Australian Bureau of Statistics, “Household Impacts of COVID-19 Survey, August 2020,” https://www.abs.gov.au/
statistics/people/people-and-communities/household-impacts-covid-19-survey/aug-2020.

11 Australian Bureau of Statistics, “Average Weekly Earnings, Australia,” May 2020, https://www.abs.gov.au/
statistics/labour/earnings-and-work-hours/average-weekly-earnings-australia/latest-release.

12 Australian Bureau of Statistics, “Labour Force, Australia,” November 2020, https://www.abs.gov.au/statistics/
labour/employment-and-unemployment/labour-force-australia/latest-release.

13 Ibid.



8 Institute of Public Affairs www.ipa.org.au

Chart 5: Job losses by industry and average weekly earnings

 
 
 
 
 
 
 

 
 
 
 

Source: IPA, ABS.
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Conclusion

While the lockdown-induced recession has technically ended, private sector workers, 
young Australians, and small business owners and workers continue to suffer 
disproportionate negative impacts. 

In mid-November, private sector jobs remained 2.4% lower than before lockdowns 
were imposed while public sector employment had expanded by 3.1%.

While employment for those aged 35 and over grew above pre-lockdown levels in 
November, around 158,000 young Australians on net were not able to return to work. 

And while the bottom 20% of income earners saw 515,400 jobs disappear, this was in 
stark contrast to the 194,500 jobs added for the top 20% of earners.

Contrary to the frequent assertion when lockdowns were being introduced that 
Australians were “all in this together”, a threatening presence of Two Australias has 
emerged. In the one, there are the public sector elites and high-income individuals who 
have been largely insulated from the economic consequences of the recession. On the 
other are young people, low-income earners, and mainstream Australians employed in 
the private sector who have suffered greatly.

Policymakers must address this fundamental divide which poses an existential threat 
to the Australian way of life. Australia is an egalitarian liberal democracy based on 
aspiration and reward for hard work. The economic destruction caused by lockdowns 
risks alienating private sector workers, the young, and low-income earners by shutting 
them out of the Australian way of life.
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About the Institute of Public Affairs

The Institute of Public Affairs is an independent, non-profit public policy think tank, 
dedicated to preserving and strengthening the foundations of economic and  
political freedom.

Since 1943, the IPA has been at the forefront of the political and policy debate, 
defining the contemporary political landscape.

The IPA is funded by individual memberships and subscriptions, as well as 
philanthropic and corporate donors.

The IPA supports the free market of ideas, the free flow of capital, a limited and 
efficient government, evidence-based public policy, the rule of law, and representative 
democracy. Throughout human history, these ideas have proven themselves to be the 
most dynamic, liberating and exciting. Our researchers apply these ideas to the public 
policy questions which matter today.
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