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About us

The Public Service Research Group in the School of Business at UNSW Canberra? has a strong record of
research on the implementation of social policy in Australia and overseas. We welcome the opportunity to
contribute to the Committee’s inquiry into sustainable employment for disadvantaged jobseekers.

In 2016 Dr Sue Olney conducted a detailed study of the effectiveness of Australia’s employment services system
in tackling long-term unemployment.3 The findings of that study, and our group’s research into public service
reform, the marketisation of social services, and stewardship of public service markets* underpin this
submission. We address the following issues being investigated by the Committee:

e the social and economic benefits of seeking to place disadvantaged jobseekers into
sustainable employment

e the jobseekers who may be considered as being ‘disadvantaged’ in the labour market and
the types of barriers to employment they face

¢ how well current efforts, programs or activities meet the needs of disadvantaged jobseekers
and employers looking for workers, and potential improvements
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The social and economic benefits of seeking to place disadvantaged jobseekers into sustainable
employment

Australia’s mutual obligation requirements for income support are built on the premise that moving unemployed
people into any form of paid work quickly will improve their chances of staying attached to the labour market,
and produce public benefits by lowering welfare costs, reducing pressure on public services, stimulating
economic activity and promoting social cohesion.> However, evidence suggests that churning disadvantaged
jobseekers through precarious low-paid jobs, interspersed with long periods of unemployment with activity
requirements that do little to improve their prospects of finding work, can have the opposite effect.

Twenty-five years ago, the OECD warned governments not to ignore people who had difficulty adapting to the
requirements of advancing economies, as “their exclusion from the mainstream of society risks creating social
tensions that could carry high human and economic costs.”® Australian governments’ efforts to bridge that divide
are still patchy. The message that people who are persistently unemployed or at risk of long-term unemployment
have to be forced to prepare for and search for work has been pushed by both Coalition and Labor governments
and the mainstream media since the 1990s.” Whether that message reflects or shapes public sentiment is open
to debate, but the unintended consequence is that employers are reluctant to hire those jobseekers because of
concerns about their reliability and work ethic.®

There is a clear economic imperative in Australia to engage people in the labour market who have been
excluded from it, or avoided it, in the past. By 2055, the proportion of the population participating in the workforce
will have declined dramatically as a result of the population ageing.® But even in times of skill and labour
shortages, there are people with particular characteristics who struggle to find work — early school leavers,
Aboriginal and Torres Strait Islander people, people with mental health issues, people with substance use
issues, people living in unstable housing, people living in areas with concentrated unemployment, people with
a history of contact with the justice system, people with dependents with complex needs, people with disabilities,
and people with a non-English speaking background.® The negative economic impact of these jobseekers’
persistent unemployment includes public spending on income support, employment services, education and
training that fails to lead to employment, monitoring and enforcing compliance with welfare activity requirements,
other services drawn into compliance activity, and flow-on pressure on the health system, human services,
housing and justice; the opportunity cost of that spending (much of which impacts on state government budgets);
the loss of those jobseekers’ potential contribution to the economy as consumers, producers of goods and
services, and taxpayers; and deterioration of skills and motivation to work in the pool of labour available to
industry.1?
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The economic impact is compounded by the social impact of growing disparity in wealth, political influence,
income, civic participation, mental and physical health, life expectancy, access to housing, access to secure
work and access to education, which can fuel intergenerational disadvantage, crime, discrimination, and
detachment from mainstream norms and values among people who feel marginalised and excluded.?

Discussion about access to sustainable employment is often clouded by industry citing growing demand from
workers for less structured employment conditions.'® Sustainable employment and flexible work arrangements
are not mutually exclusive. Jobseekers in single-income families may need flexibility to manage responsibilities
outside work, but they also need secure employment to find stable housing, to plan and pay for childcare, to
avoid disrupting their children’s education through relocation, and to accumulate superannuation - the lack of
which can generate significant long-term public costs.

The majority of long-term unemployed people and people at high risk of long-term unemployment in receipt of
income support in Australia are not finding sustainable work.'* In return for income support they are compelled
to engage in activity that does little to improve their employment prospects — activity that has increasing cost
and diminishing value the longer they cycle in and out of the employment services system.

Jobseekers marginalised in the mainstream labour market and the types of barriers to work they face

The environment in which jobseekers are competing for work has shifted. Successive welfare reforms have
pushed people facing complex barriers to work from other benefits on to Newstart and into the queue for
available jobs. There are many more jobseekers than advertised job vacancies, so employers can be more
selective in recruiting staff than they would be in a tighter job market.1> Businesses are increasingly seeking
qualified, skilled, portable, contingent and ‘work ready’ workers. Technological change is affecting how and
where work is done, and increasing automation is expected to reduce employment in both unskilled and semi-
skilled professions by 10 to 40 per cent in the foreseeable futurel® - considerably higher than projections offered
in the Australian Government’s 2015 quinquennial Intergenerational Report, which assumes a constant rate of
unemployment of around 5 per cent over the period from 2015 to 2055.17 The gig economy and contracts without
minimum hours are blurring boundaries between self-employment and employee status, and provide irregular
and uncertain income. Entry level, unskilled and low-skilled jobs have become less secure, offering low wages
and limited prospects of career advancement, leaving young jobseekers particularly disadvantaged. There has
also been a rise in contingent, part time or ad hoc employment in some skilled industries, including health, allied
health and post-compulsory education, which have high levels of female workforce participation.

Changes in the nature and conditions of work and changes in the characteristics of jobseekers mean that many
jobseekers now work episodically, move in and out of self-employment in the gig economy, or hold multiple
short-term jobs concurrently. This sits uneasily with a welfare-to-work model founded on the premise that
jobseekers will move from income support into a job providing regular documented income. Current transition
arrangements between welfare and work are cumbersome for government, jobactive providers and jobseekers
and expose jobseekers to risk of financial hardship through human or algorithmic error. They are a (rational)
deterrent for jobseekers with dependents to trade the security of income support and contingent access to
subsidised housing, health services, transport and childcare for precarious, transient, low-paid work.
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Valid concerns have been raised about the transparency and rigour of current processes for assessing
jobseekers’ capacity to work and their barriers to work — the Job Seeker Classification Instrument (JSCI) and
the Employment Services Assessment (ESAt).1® Given that a jobseeker's assessment determines their
obligations in return for income support and their access to assistance to prepare for and find a job, jobseekers’
capacity to understand the ramifications of disclosure or non-disclosure in their assessment - for example in
cases of cognitive impairment, undiagnosed disability, language and literacy issues, or substance use issues —
should be closely examined, and questions should be asked about the state’s duty of care to vulnerable citizens.
Those with the most to lose in terms of mutual obligation for income support are the least equipped to navigate
the assessment process. Even with tiered incentives, in a service environment built on payment by results, a
jobseeker’s stream in jobactive has a significant impact on their odds of moving from welfare to work.

While there have been differences in the approaches of federal Labor and Coalition governments to tackling
long-term unemployment, both concentrate on diagnosing and treating ‘deficits’ in individuals to enhance
employability. However, the process of trying to define core employability skills in the education and training
system since the 1990s*° highlights the extent to which values-based attributes and externalities factor into a
jobseeker finding and keeping a job. The weakness in welfare to work initiatives focused on individual
jobseekers lies in overlooking evidence of strong links between demand for labour, systemic barriers to work
outside individuals’ control, and reliance on welfare. Attributing unemployment to individual inadequacies implies
that every Australian who is “capable of working” or “willing to work” can find a job, despite overwhelming
evidence to the contrary.

How well current efforts, programs or activities meet the needs of disadvantaged jobseekers and
employers looking for workers, and potential improvements

Australia’s approach to tackling long-term unemployment fails to acknowledge and address the complex and
intertwined combination of demand and supply side factors that exclude or equip people to enter and remain in
the workforce; the extent to which the design of employment services policy, its performance measures and its
funding model can marginalise ‘hard to place’ jobseekers in the labour market; and the pressure the persistent
unemployment of those jobseekers places on the economy and society. Our research, together with the
Australian Government’s recent inquiry into jobactive,2° suggests that much of the effort and investment devoted
to helping people who are persistently unemployed or at risk of long-term unemployment to overcome barriers
to work is misdirected, and that the real cost of failing to move the most disadvantaged jobseekers in Australia
into work is not adequately factored into policy design, service provider incentives or system metrics in the
welfare-to-work market.

Changes to Australia’s welfare system over time have pushed people who would have been economically
inactive in the past into the employment services system.?! But what has been consistent is that there are people
deemed capable of working by the government who cannot find work after more than a year of active
engagement with the employment services system, and the proportion of unemployed people who have been
out of work for a year or more is rising.?? The employment services system continues to treat long-term
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unemployment as a problem that can be solved by adjusting the skills and behaviour of individuals in the face
of changing labour market conditions driven by economic policy, globalisation and technological change. The
focus on producing value and reducing risk within narrow parameters and short timeframes in employment
services are barriers both to defining the problem of labour market exclusion and finding the solution.

Employment services can improve the odds of someone finding a job, but they cannot directly produce that
outcome. While there are tiered incentives in place for jobactive providers to move ‘hard to place’ jobseekers
into work, research shows that jobseekers who need time and high levels of effort and investment to compete
in the mainstream labour market with a low probability of success are relegated to the sidelines of the
employment services system, referred to programs and other government services to meet activity requirements
but making no real progress towards employment.23 The costs of services to which jobseekers are referred are
covered variously by the Employment Fund, the individual services involved (depending on eligibility
requirements, with variations between jurisdictions), or in the case of deferred payment for education and
training, jobseekers themselves. Given the employment services system’s procurement and reporting
framework, this result is unsurprising. Achieving employment outcomes for jobseekers not only generates
income for jobactive providers but positions them for success in future tenders for government business. That
is a powerful incentive for them to minimise the cost of servicing the jobseekers least likely to be employed in
an over-supplied labour market, regardless of flow-on effects and cost-shifting.

In attaching income support for unemployed people to obligations to participate in active labour market
programs, the Australian Government is attempting to move discouraged jobseekers (those needing
encouragement and help to find a job), disadvantaged jobseekers (those needing help to overcome barriers to
work outside their control), and reluctant jobseekers (those whose motivation to work might be weakened by
benefit incentives) from welfare to work with the same governing instrument. In practice, encouraging and
assisting disadvantaged jobseekers to overcome complex barriers to workforce participation, equipping them
with skills needed by industry, encouraging businesses to hire them, and helping them stay in work is a
challenge for all Australian governments - federal and state - spanning the employment, welfare, education,
health, housing, transport and justice portfolios. There is no requirement or incentive for service providers within
or outside government to consider the consequences of their interaction with unemployed people beyond their
individual key performance indicators, and their efforts are not mutually reinforcing. Significantly, most state
government employment initiatives like the Jobs Victoria Employment Network?* duplicate or overlap the
existing obligations of jobactive, addressing the employment services system’s failure to move disadvantaged
jobseekers into work to reduce pressure on social services in their jurisdiction while jobactive reaps the reward
for outcomes. This is a key weakness in the institutional architecture of activation and employment services.
Realising the full potential of Australia’s human capital, and containing the social and economic costs of
particular groups of citizens being excluded from or opting out of the labour market, calls for a coherent funding
and performance measurement regime that rewards collective-action solutions and partnerships between
employment services, industry and complementary service providers across jurisdictions to help disadvantaged
jobseekers prepare for and find sustainable work, and participate meaningfully in the community while they are
not in paid work.
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