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The aim of the study is to determine the influence of diabetes and cardiovascular disease on labour supply
in people aged over 25. We estimate an endogenous multivariate probit model with a recursive
simultaneous structure using unit record data from a stratified random national survey with a physical
examination of 11,247 individuals in Australia. We estimate the average treatment effect on labour force
participation of each chronic illness taking account of both the structural coefficients and cross equation
correlations in errors. The prevalence of the two chronic diseases and the probability of labour force
participation are potentially endogenous due to common unobserved risk factors, and diabetes is itself an
independent risk factor for cardiovascular disease. The results confirm that both diabetes and
cardiovascular disease have a strong influence on labour market outcomes particularly for males, and that
risk factors such as obesity, insufficient exercise, hypertension, lipid abnormality, smoking and parental
diabetes all have a significant indirect effect on labour force participation. Chronic disease reduces the
probability of being in the labour force by 0.06 for males and 0.12 for females with diabetes and by 0.11 for
males with cardiovascular disease. Males with both diseases have a reduced probability of being in the
labour force of 0.22. The results also suggest that the pervasive single equation regression model
considerably overestimates the treatment effect of chronic disease on labour market outcomes.
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held teaching and research positions at the University of Aberdeen, University of Western Australia and
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