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1. Introduction

Audrdid swdfare sysem differs from those in most nations. It isfunded from
government generd revenue, is non-contributory, and is not related to previous
earnings. Payments are means tested, and there are no time limits on how long people
may receive payments.

It was established in the early 1900s with the introduction of age and invaid pendons,
and maternity alowance, and extended during the post World Wer |1 period, with the
addition of child endownent, widows pension, unemployment, sickness and specid
benefits. Since then the fundamenta Structure of the system has remained intect, with
incrementa change occurring regularly.

Over the years, the system has evolved to the point where there is now an array of
income support payments for many different categories of need, thet are usudly
associated with reduced opportunity for workforce participation. These income
support payments are complemented by awide range of services, such as public
housing, childcare, employment services and services for people with disshilities.

On many indicators, Audrdia s welfare sysem compares well with those of other
countries. 1t combines comprehensive coverage with efficient targeting and effective
poverty dleviation. Significant support for the welfare to work trangtion is available
through part-rate income support that asssts those with part-time work through along
tall on meanstests. Inwork benefits are dso available for families with workersin
lov-paid or intermittent employment in Augtrdia, by way of family payments for
those with children or one partner not in employment, and through the provision of
work-related services (such as child-care payments).

Means tests have been progressively eased to meke in work benefits more widely
avallable through reducing withdrawd rates for family paymentsin particular and
continuing to provide partner payments as ameans of reducing Effective Margina
Tax Rates and replacement rates for families with low to moderate wages. Because
these gpproaches have tended to receive more emphasis for families and couples,
however, unemployment payments gtill have more stringent means tests than other
income support payments.

In many ways, however, our welfare systlem is il rooted in the past, and has not kept
pace with the economic, socid and demographic changes of recent times. It embodies
assumptions about the structure of work, the structure of families and gender roles
thet look increesingly outdated.

It was designedwhen unemployment was generdly low and of short duration and
when the most common family type was a couple with children and aprincipd mae
breadwinner. Welfare payments were provided for the smal minority of casesin
which afamily neaded support kecause of unemployment, severe disability or lone
parenthood. Welfare receipt is now much more common due to the growth of
unemployment (in particular long-term unemployment), the aging of the population
and increased lone parenthood.



Thewelfare system has dso not responded sufficiently to a number of labour market
trends, induding: the growth in femae employment and the dedlinein mae
employment; the growth of part-time, casud and non-standard work; increased
underemployment; and declining opportunities for unskilled and semi-skilled

workers.

While overdl employment levels have risen in Audrdia over the past two decades,
this has been accompanied by amuch larger increase in the proportion of the working
age population recelving income support payments. Thisis primarily due to changes
in the digtribution of employment across families, whereby there has been an
increased number of familieswith no adult in employment, and anincreasing
proportion of children living in these families Around 1in 6 Audrdian children are
growing up in families where there is no adult in paid work.

At the same time, the Audtrdian population is growing older, with increassng numbers
of older people experiencing long-term joblessness. Many of these people have a
disability or arein poor hedth. Asareault, the number of Disability Support Penson
recipients is threatening to exceed the number of unemployment payment recipients.

Theincidence of joblessness has dso fdlen unevenly across different geographica
locations. Some communities are experiencing high levels of joblessness and
excluson from the maingream of Audtrdian economic and socid life, at the same
time as other locations have record low leves of unemployment (eg in Sydney).

These issues have gained some urgency in recent times, with the redisation that
nearly adecade of economic growth since the early 1990s has not trandated into
reduced levels of welfare dependency in the Audtrdian community. There are
currently 1 in 7 Augtrdian people of workforce age who rely on welfare for 90 per
cent or more of their income.

In this context the Austrdian government has acted to reform the Audtrdian wefare
system. The gpproach taken has emphasised the need for a broader conception of the
nature of the welfare system than just income support and a greater emphasison
tackling joblessness with welfare to work policies rether than just focussing on those
registered as unemployed.

Greater emphasisis dso being given to the combined impact of awide range of
government programs, and to the need for preventive srategies. And, rather than
launching into mgjor new initiatives, the government has taken amore exploratory
gpproach by piloting approaches to assess the rdlaive merits of different gpproaches.

In October 1999, the Government gppointed a reference group to provide advice on
future directions for the Audrdian wefare sysem. The government outlined six
main principles to be addressed by the reference group as part of their terms of
reference (Attachment A).

This paper has two main parts. Thefirg part describes the economic and socid
factors driving the need for welfare reform in Augtrdia. The second part outlines the
main directions of welfare to work policies and welfare reform in Audrdia



2. The need for welfare reform

21  Economic and demographic trends

Composition of the labour force

Over the last two decades, the Austrdian labour market has changed dramatically,
with sgnificant differences in the patterns of men and women. Morewomen are
working, induding those with children. Most mothers are now in the paid workforce,
a least part-time. Only those with children aged under 5 are more likely to be a
home than in paid work. Employment among older women has dso increased
markedly. For men, however, fewer are working. Of thosein work, more are
working part-time and there is aso more under-employment.

The proportion of men aged 15 to 64 in full-time employment fell from 77%in 1978

to 67% in 1999, while the proportion in part-time employment doubled from 4% to

%. Therewasasmdl net increase in the proportion unemployed (from 5% in 1978
to 6% in 1999), and alarger increase in the proportion not in the labour force (from
14% to 18%). Figure2.1 dearly shows theimpact of the economic cycle on both full -
time employment and unemployment, wherees part-time employment rose, and

overd| labour force participation fdl, much more Seedily.

In contrest, the overd| participation of women aged 15 to 64 grew strongly (from
50% in 1978 to 64% in 1999), with most of the increase occurring in the 1980s.
While women's Iabour force participation is still much lower than men's, the gep
between the two has haved over this period. The increase in labour force
participation was driven mainly by the increase in part-time employment (from 16%
in 1978 to 26% in 1999). Full-time employment grew only dightly (from 30% in
1978 to 33% in 1999) and there was no change in the unemployment to population
ratio (4% in both 1978 and 1999). The fluctuations of the economic cycle had much
less effect on women's employment levels than on men's.

Figure 2.1: Labour force status of men and women aged 15 to 64, as ratios of
population, 1978 to 1999.
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Source: ABS, Labour Force Australia (Cat. Nos. 6203.0 & 6204.0), 1978 to 1999.



The overdl pictureis of an increased proportion of the working-age populaion in
employment, but lessin full-time and more in part-time employment. Much of the
part-timework isaso casud, and is often low-paid (Dunlop 2000). Theincreasein
part-time employment is partly due to increased under-employment over this period.

There has been ardatively smdl overdl increase in the prevaence of unemployment
over the last twenty years but the duration of unemployment hasincreased
ggnificantly. Between 1978 and 1999, the average duraion of unemployment
increased from 25 weeks to 59 weeks for men and from 27 weeks to 44 weeks for
women. For men, there has been an increase in |abour force non-participation
probably due to hidden unemployment, induding discouraged job-seekers and
marginal attachment to the labour force.

Family status gppears to have influenced the employment to population ratios for men
and women aged 15 to 64 over the period 1979 to 1999. Employment rates of
partnered men decreased dthough thase with children remained consstently higher
than those without. Most of the decline occurred in the recessons of the early 1980s
and 1990s. There wasllittle overdl change in the proportion of single men employed
(69% in 1979 and 68% in 1999), dthough this group was dearly responsve to
changesin the economic cycle. Among men, the experience of mde lone parents
gandsout — their employment rate fdl by 15 percentage points from 79% in 1979 to
64% in 1999.

Fgure 2.2: Employment to population ratios of men and women aged 15 to 64, by
family status, 1979 to 1999.
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Source: ABS, Labour Force Status and Other Characteristics of Families, Australia (Cat. No. 6224.0), 1979 to 1999.

Partnered women with and without children shared Smilar patterns of employment.
Employment among women with children increased from 42% in 1979 to 60% in
1999, while employment among women without children increased from 45% to

61%. Therate of increase was mogt rapid in the 1980s, with smdler increases during
the 1990s. Female lone parents aso experienced rapid employment growth in the
1980s (from 38% in 1980 to 45% in 1990), but there has been little further
improvement during the 1990s (47% in 1999). Employment rates of sngle women
without children increased less than for the other groups of women. The employment
to population ratio for this group is now only dightly above the ratios of partnered
women.



Thedigribution of work

Inequdlity in the digtribution of employment has aso increased in the past two
decades. Aswedl as more dud worker families, there are now more jobless families.
Theimpact of these trends on the employment patterns of family income unitsis
summarisedin Figure 2.3 This shows that the number of coupleswith no paid work
has increased dongsde the sgnificant increase in the number of couples with two
incomes (Miller 1997). Thisislargely a consequence of increased joblessness among
men and the tendency of their wives dso to be jobless (Bradbury 1995). The
proportion of working-age couple families with one earner fell from 45% in 1982 to
31% in 1996-97, the proportion with two earners increased from 45% to 57% over the
same period, and the proportion with neither partner in employment increased fram
10.6% to 12.2%. The most rgpid growth in this phenomenon occurred during the
1980's. Figure 2.3ds0 shows alarge increase in the number of jobless lone parent
families

Figure 2.3: Change in number of family income units aged 15 to 64, by number of
employed adults, 1982 to 1996-97.

400
300
200 4
-100
-200
-300
2 1 0 2 1 0 1 0
working working working working working working working working
couples with children couples no children lone parents

Source: Landt & Pech 2000.

These changes in the didribution of employment have meant that more children now
live in families with two parents working, and in jobless families (Gregory 1999).
Thedatasummarised in Table 21 show that in June 1999 more than two in every five
Audrdian children were living with two employed parents, while more than onein

six wereliving in jobless families. This represents around 860,000 dependent

children living in 440,000 families without a parent in paid work. Internationa
comparisons show that joblessness affects alarger proportion of familieswith

children in Audrdiathan in mog other indudtrid nations, dthough thisis not the case
for sngle people and couples without children (Oxley, et d 1999).



Table 2.1: Dependent children by family type and parents' employment status, June
1999.

Family type and employment status No of dependent* children % of all dependent children
Two earner couple 2,204,500 44.7
One earner couple 1,451,900 29.4
Jobless couple 339,000 6.9
Employed lone parent 417,900 8.5
Jobless lone parent 518,500 10.5
All families 4,931,700 100.0
Jobless families 857,500 17.4

Source: ABS, Labour Force Status and Other Characteristics of Families (Cat. No. 6224.0), June 1999.

Our populetion is aso ageing. The workforce-age population has grown steedily older
during the 1980s and 1990s. Population projections dso show alargeincrease
between now and 2021 in the numbers of people in the age groups from 40 years
onwards (Figure 2.4). Early retirement (both voluntary and involuntary) has become
increesingly prevaent. Thisincreases the risk of low incomesin old age and places
additiona burdens on the socid security system.

Figure24  Percentage of population, by age group and gender, 1961, 1991 &
2021
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22  Trends and patterns of welfare receipt

The past 20 years has seen alarge increase in the proportion of workforce-age people
on socid security payments — from around 10 per cent in 1978 to 18 per cent in 1998,
now invalving some 2.6 million people. People who receive income support
paymentsL can be divided into four main groups: unemployed people; lone parents;

1 Income support paymentsinclude all of the basic social security pensions and allowances. Low-
income people who receive only some additional family assistance for their children are not definedas
income support recipients.




partnerscarerdparents, and people with illness or disability. Figure2.5 shows how
the proportion of working-age people receiving these forms of income support dmost
doubled between 1980 and 1998. Recipient numbers increased in each of these mgjor
groups over the 1980s and 1990s, with the largest overdl increase occurring among
people recaiving unemployment payments.

Figure 2.5: Main groups of working-age income support recipients as proportions of
the working-age population, 1980 to 1998.

25%
OuUnemployed

20%

15% OLone parents
10% —/_/\/—/‘_/‘

OPartners, carers,
5% parents

MEDisabled, sick

0%

1980
1982
1984
1986
1988
1990
1992
1994
1996
1998

Source: Department of Family and Community Services (formerly Department of Social Security) Annual Reports.
Categorical Nature of the Wefare System

There are two main categories of income support payments — pensionsand
dlowances. Pensons are based on somewhat outdated assumptions about the
circumstances that reguire long term support, such as disability, widowhood and lone
parenthood. Allowances tend to be paid to people whose Stuation is assumed to be
temporary — the unemployed and sick. Because of their long-term focus, pensonsare
more generous.

Another assumption that conditions the pensorvallowance divide is that men are
labour market aspirants and women are not. Thus men tend to receive payments
which require them to show that they cannot support themsdves (such as
unemployment payments and disability pensions) whereas many women receive
payments that assume domestic respongibility and dependency or see caring and
parenting as a complete subgtitute for labour market activity.

Unemployment payments

The proportion of the working-age populaion recaiving unerrployment payments
increased from 3.4%in 1980 to 7.3% in 1998. Three main factors have contributed to
this increases in aggregate unemployment during recent economic downturns, growth
in parttime and casud work and underemployment; and changes to income support
provisons. There are now over 12 per cent of unemployment payment recipients who
declare earnings due to the increased availability of part-time and casua work and
changes to income tests that alow recipients to keep more of their earnings. Changes
to activity test provisions have increased the proportion of recipients undertaking
activities other than job search (such as short-term training) and digibility has been
broadened to include large numbers of people who are temporarily unable to look for
work because of illness



People with disabilities and illness

The primary payment now in this category is Disability Support Penson (DSP). The
number of people recaiving this payment rose steedily throughout the 1980s and
1990s. It isgeneraly accepted thet one factor behind the steedy increase in DSP
receipt during the 1980s was the overdl increase in unemployment during that period
and its selective impact on groups such as middle-aged and older men from blue-
collar occupations.  The rdationship between unemployment and DSP receipt is not
direct. Theincreasein long-term unemployment and subsegquent discouragement
from job search may well have acted to exacerbate levels of ill-hedth in the
unemployed populaion. In addition, some unemployed people may seek to dlam
DSP rather than Newstart Allowance because of its higher payment rate, more lenient
income test and lack of activity requirements.

Another important factor is the declining avallability of dternative payments
(especidly Veterans Pensions) for people aged 50 and over who miake up the bulk of
DSP recipients. The age pendon age for women is being progressively raised from 60
to 65 and other payments for older wives and widows are being phased out. These
developments have increased the demand for DSP among the older age group, a the
same time that numbersin that age group are do increasing due to the ageing of the
baby boomer cohort.

Lone parents

Audrdian lone parents differ sgnificantly from those of lone parentsin other
countries, such asthe United States. Austrdia has alower proportion of lone parents
(21 per cent) amongdt families with children than the US (29 per cent). 1n addition,
the vast mgority were previoudy married or in amarriage-like rdationship, they tend
to be older than in the US (median age is 33) and have fewer children (around 50 per
cent have only one child). Only 3 per cent of those receiving income support are
teenagers and Audrdia has a declining teenage birth rate which is only around one
third thet of the US. Audrdian lone parents are highly representative of the broader
Audrdian population.

Most lone parents on income support receive Parenting Payment Single (PPS). The
principa factor behind the sgnificant increase in lone parent recipients (from 1.7% of
the working-age population in 1980 to 3.1% in 1998) has been the increased incidence
of lone parenthood in the generd population (from 13 per cent of families with
children in 1980 to 21 per cent of familieswith children in 1998). Thisgrowth in lone
parenthood has been a sgnificant contributor to the overdl growth in family
joblessness discussed earlier.

Around one third of lone parents on benefit have earnings a any one point in time.
Given the high cut-out points for assistance, over 80 per cent of lone parents with
children aged under 16 in Audrdia are currently digible for & least part-rate of
penson. Mog work part-time and some on low full-time wages a0 receive some
payment. For many, the issue is not whether they are on or off welfare so much as
their degree of rdiance. Intermsof duration, lone parents tend to come onto
payment, stay for around two years (75 per cent) with some staying a leest five years
(25—30 per cent). But, the mgority of those who exit for re-partnering or work
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reasons return to income support within 12 months elther on the same or an
dternative payment (eg as the partner of someone on unemployment benefits).

Carers, partners and parents

Thefind group conggts of people recaiving payment because of their caring
respongbilities and/or presumed financid dependency on a current or former partner.
Rdevant payments include Wife Pension, Partner Allowance, Parenting Payment
(Partnered), Carer Payment, Widow B Penson and Widow Allowance. These
payments are primarily designed for and received by women and, with the exception
of Parenting and Carer Payments, most are aimed specificaly at peoplein older age
groups. Most people in these payment categories receive payment because of their
relaionship to people in other payment groups (for example, wives and carers of
people with disabilities and partners of unemployed people)z. Asthese groups have
grown in Sze, 0 hasthis one. The proportion of working-age people recaiving these
forms of payment increased from 2.4% in 1980 to 3.9% in 1998.

Patterns of income support receipt

Adminigrative longitudind data suggest theat there are anumber of distinct patterns of
income support receipt (FaCS 2000, Appendix 3). Thesetend to vary congderably
both within and between payment categories.

The mogt gable population is people receiving disability payments. People who come
onto DSP tend to stay on that payment until they reech age penson age or die. Very
few ever leave payment for employment. Also, 56 per cent of new DSP recipients
come onto payment from another income support payment (38 per cent from Newdtart
Allowance). Thisshowsthe potentid for people with disabilities to become
dependent on low levels of incomefor life.

At the other extreme, there is consderable turnover in the populaion recaiving
unemployment payments. Many people receive this payment only for short periods of
time, but many dso dternate periods of employment with periods of income support
receipt. About onein seven reportsincome from employment a any point intime.

It isrdatively rare for along-term unemployed person to be entirely dependent on
payment for many years.

Net populaion turnover for lone parents on payment isrdaively low. Someleave
payment becauise of re-partnering, others for employment and a substantia group
smply moves onto ancther payment when their digibility for Parenting Payment
Single expires. Lone parents are the group most likely to combine employment and
income support on an ongoing basis. And, as noted earlier, of those who leave
wedfare, the mgority do not sustain this exit.

Thelagt of the four main recipient groups is the most diverse. Some of the payments
in this group (Wife Pengion, widow payments) show patterns of receipt Smilar to
those of DSP, others (Carer Payment, Partner Allowance) are more like Parenting

2 Prior to September 1994 many of these people did not receive paymentsin their own right. The data
presented in this paper have been adjusted to alocate partners of payment recipientsto the
Carerg/Partners/Parents paymert category.
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Payment Single, while Parenting Payment Partnered is most like the unemployment
payments.

Thisincreasing diversty of wefare receipt pardlels the increasing diversity of labour
market experience outlined earlier. The increased availability of part-time
employment has provided more opportunities for people to supplement their income
support with earnings. On the other hand, increased underemployment and casud
employment have meant thet many people who in previous times might have been
independent of the income support system have had to rely on it to top up ther
inadequate earnings. The system does not respond to these employment opportunities
asreadily asit could in terms of providing incentives for and rewards from taking up
such work.

23  Groups atrisk of long-term dependence

Figures from the Audtrdian Bureau of Statigtics show that around 1.5million
Audrdian adults of workforce age received more than 90 per cent of their income
from government pensons and alowances. About haf amillion more received
between 50 and 90 per cent of their income from socid security. Table 2.3
summarises trends in dependency rates for various groups. Between 1986 and
1996-97, the proportion of highly reliant income unitsincressed in al categories
except for lone parent families.

Mog people who receive income support are highly reliant on it for income. Of
goproximatdy 2.6 million workforce-age people recaiving income support in March
1999, 83 per cent had less than $50 aweek of private income in addition to their
penson or dlowance. Only 5 per cent had private income of $150 aweek or more.

Table2.2: Workforce-ageincomeunitsand adultswith at least 90 per cent of
income from gover nment cash payments, 1986 and 1996-97

1986* 1996-97*
Income unit type No (‘000s) %) No (‘000s) %)
Couple with children 125.5 6.4 161.9 8.0
Couple without children 118.6 9.1 158.9 10.5
Lone parent 147.6 46.8 196.9 41.8
Single person without children 523.7 18.2 718.8 20.4
Workforce-age adults 1159.5 11.9 1557.4 14.1

Source ABS, Income Distribution Australia, 1986 and 1996-97 unit record data
* Daardate to usud weekly income, not annual income. 1986 survey took place between September
and December 1986 and the 199697 survey over that financid year.

Single people are much more likely to be rdiant on income support than couples,
whether or not they have children. The other key factor is age — 47 per cent of Sngle
people aged 55 to 64 were highly reliant on income support in 1997-98, compared

with 15 per cent of Sngle people under the age of 35. Among couples in the same age




groups, the proportions with high reliance were 18 per cent and 2 per cent,
respectively.

Of the workforce age income support payment groups, the older unemployed and
disabled people are the most dependent. They have low leves of additiond income
and high probahilities of long periods continuing to receive incame support (induding
through retirement). There is Sgnificant overlgp between these groups, with many
older unemployed people reporting Sgnificant levels of disability. Sgnificant
numbers of older unemployed people move onto DSP, and once on DSP very few
ever leave the socid security system before they die. Also, demographic projections
show that this group islikely to grow significantly in the near future (Figure 2.6.

Theleast degpendent are young unemployed people (who tend to move on quickly
from the income support system), followed by lone parents (who often work and/or
Sudy whilgt receiving income support). It is however important to note that within
these groups there remain significant numbers of people at risk of long-term

dependence.

Figure 2.6: Projection of income support recipient numbers, based on current
age specific rates of income support, by age group, 1999 to 2021
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Source: FaCS 2000, Appendix 2.

Research suggests that extended periods of welfare dependency can dso adversely

afect the life chances of children. Audrdian longitudind socid security data show
that young people from income support recipient families are themsdves more likely

to become parents & an early age, leave school prematurdly, receive income support

and become heavily rdiant on income support. By the time they are about to turn 19,

about one in 9x young people from income support recipient families have spent

more than hdf the previous three years on income support themsealves. This compares
with an average probability of about onein fifteen. Other factors associated with high

income support dependence between the ages of 16 and 18 are living with only one
parent & age 15, living in public housng a age 15 and/or having a primary parent
who identified asindigenous (Pech & McCoull 1999).
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24  Economic participation of welfare recipients

Theoverdl levd of economic participation among welfare recipients hasrisen in
Audgrdiaover the past two decades. Figure 2.7 shows sgnificant increases in
employment levels among people recaiving income support. Congstent with
adminidrative data, lone parents had consstently the highest employment rates a
eech paint in time. Employment rates of women in familiesincreased strongly in the
late 1980s, whereas employment rates have increased more strongly for men during
the 1990s. The increased employment of femae income support reci pients represents
anincrease in aggregate labour supply, whereas for men it represents adecrease in
aggregate labour supply (ie a net movement from full-time to part-time employmen),
of which &t leagt part is underemployment (Landt & Pech 2000).

Figure 2.7: Proportions of working-age income support recipientsin
employment, by gender and family status, 1982, 1986, 1990 & 1994-96.
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Source: Landt & Pech 2000.

Participation in education aso increased among femae income support recipients
over the 1980s and 1990s, but not among men (Landt & Pech 2000). Survey data
(Pech & Pawagi 1999) dso show that femade lone parents are the income support
group with the highest rate of participation in education. Thus, it gppears thet
increasing proportions of women on income support are deciding thet time spent
improving their skillsis aworthwhile investment. Research from both the US and
Canada has dso confirmed the vaue of education for the employment prospects of
ferde income support recipients (Harris & Edin (2000) and Barrett (2000)

respectively).

Risk Factorsfor Long Term Welfare Dependence

However, there remain large groups who remain reively inactive- predominantly
people in the older age groups — and & risk of long-term welfare dependence.

In addition, many of those who are active in employment or education are not able to
sugtain an exit from welfare and return to income support at alater time. For ingtance,
adminigrative data show that 70 per cent of people recaiving income support in
September 1995 were dso on payment in June 1999, An additiond ten per cent hed
progressed to age pension, highlighting the high incidence of income support receipt

in the yearsimmediately before age penson age.

14




People receiving the activity-tested unemployment alowances had the highest exit
rate, followed by people on parenting payments (partnered and single) and Partner
Allowance, many of whom leave payment when their partner getsajob. Among
workforce age pensioners, only Carer Pensioners and Sole Parent Pensionershad an
exit rate of more than Sper cent.

Sgnificant numbers had transferred from one payment to another. Many more people
had moved from an dlowance to aworkforce-age penson (14 per cent of alowees
did this) than from a penson to an dlowance (only 5 per cent of pensonersdid this).
Mot dlowance to pension movements were to Disghility Support Penson (DSP),
while most pension to dlowance movements were to Newstart Allowance.

This subgtantia movement of people from alowance payments to pension payments
may be of concern, asit is dear that pensoners are much more likdly than dloweesto
become highly rdiant on income support. Thistrend reflects avariety of factors,
induding population ageing and the multiple disadvantages faced by someincome
support recipients, incdluding poor hedth (which may dso deteriorate with age and
duration on income support).

Another contributing factor may be the differing rates and conditions for pensions and
dlowances, which are likely to have an incentive effect for some people  the
margins of pengon digibility. Because pensons are pad at higher rates than
alowances, areless ringently means-tested and generdly have no activity
requirements, they are attractive to some alowance recipients.

The more generous payment conditions of pensions compared with alowances may
have contributed to the growth in recipient numbers in the payments that are not
subject to activity tests, or other participation requirements.

To sum up, the socid security system in Austrdiamay have contributed to the growth
in welfare dependency, particularly amongst the older age goups. The system tends
to focus on dleviaing short-term financiad need, with less emphads on facilitating the
trangtion to work of welfare recipients. Some parts of the system till creste work
and savings disncentives. Eligibility requirements for many income support
payments are il focused primarily on incapacity and barriers to work, rather than
emphasising peopl€ s capacities and potentid. In short, the income support system
gl doestoo little to prevent and discourage wedfare dependency.

3. Welfare to Work Reforms

31 Recent initiatives

The Audraian government has identified wefare reform asamgor areafor policy
reform. It follows on from arange of very sgnificant policy changes with broad
impect on the Audtralian community, including those people receiving assstance
from the welfare sysem.

The establishment of Centrelink and the Job Network were radical changesto the
delivery of welfare and employment services. They replaced the traditiond ddlivery
of sarvices within government with contractua arrangements, specifying the
outcomes required for programs funded by government and, in the case of the Job
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Network, opening up the ddlivery of such programs to private and community sector
bodies.
TheNew Tax System

The New Tax System introduced on 1 July 2000 affected dl Audtrdians by reducing
income taxes and introducing a broadtbased tax on goods and services. 1n respect of
wefare to work policy, the changes included:

Increased payments for family assstance and child care
Greater incentives for working low to middle-income families, and
Gregter incentives for people moving into full-time employment.

Combined with persond income tax cuts worth $12 hillion a year (which ensure that
80 per cent of tax payerswill faceamargind tax rate of 30 per cent or less) these
messures provide subgtantia income for low income families and a the sametime,
ggnificantly improve work incentives. The effective margind tax rate for many of
those in the socid security system will drop from 85.5 per cent to 61.5 per cent over a
substantia range of income. Workers employed full-time will have more incentive to
improve their circumstances in the workforce,

Providing assistance to low income familiesin this way has been preferred by the
Government to the introduction of an Earned Income Tax Credit (EITC) smilar to
that in other countries. In Audtrdia, socid security for parents, epecidly lone
parents, has not suffered from the same leve of sigmaasin other countries perhaps
because of the breadth of coverage of these families. In addition, cash benefits for
low-income families are generaly well regarded. Thusin relation to families, for
example, reducing bendfit tapers are aredidic dternative to an EITC and provide
more transparent work incentives for low and middle income earners. Further, they
do not complicate the system and respond more immediatdly to trangtionsin and out
of the workforce than an EITC might.

Stronger families and communities strategy

The Government announced amgjor new direction for family and community policy
in Audrdiawith the launch of the Sronger Families and Community Srategy in
April 2000. The strategy has been influenced by evidence that prevention and early
intervention approaches sarting in early childhood are important for developing an
individual’ s foundation skills for participation throughout the rest of their life.
Another strong underpinning of the strategy is the finding that strong communities
support families and individuds to become more sdf-reliant and solve their own
problems.

The Strategy, which will cost some $240 million over four yearsindudes parenting
and relationship education, community leedership training, the development of
volunteering and support for local solutionsto locd problems. The Strategy will be
implemented in partnership with the business and community sectors.
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Parenting Payment Intervention Pilot

In early 2000, a pilot was established to test the impact of intervention Strategies on
Parenting Payment3 customers who are, or have the potentid to become, long term
income support reiant. The intervention Srategies used were Smilar to those pursued
under the voluntary Jobs, Education and Training (JET) program but with a more
structured ard activist gpproach.

Four target groups were sdected among asample of some 5,200 customers with no
current earnings on their file, no higtory of use of the JET program and no child for
whom Child Disability Allowanceispaid. The four target groups were:

long term Parenting Payment (Single) customers receiving payment for over 5
years

customers recently granted Parenting Payment in the last four months
customers with a youngest child aged 12 to 15

customers receiving Parenting Payment (Partnered) for over one year with a
partner on Newstart Allowance for more than 6 months.

The pilot involved aface to face interview and a follow-up phoneinterview
conducted by Centrdink JET Advisers. The effectiveness of compulsory versus
voluntary participation in the interview was tested by requiring some customersto
atend a payment entitlement interview, after which they were invited to say for a
JET interview. A further group wasinvited by letter to attend a JET interview ona
voluntary badis.

Conggent with the UK experience of the prototype New Dedl for Lone Parents,
atendance & an interview was much higher under a compulsory gpproach with 81 per
cent atending the interview compared with only 17 per cent under the voluntary
approach.

Reactions of customers who participated in the interview were generdly postive.

Just over 70 per cent reported that they had gained a better understanding of available
assistance and 78 per cent reported that the interview helped them to think about their
future. Almogt one-third of participants reported thet the interview had helped them to
change ther plansto increase their level of economic participation

The main barrier to participation reported by participants was alack of work skills (50
per cent). Some eight per cent of the Parenting Payment single customers reported
never having worked and some 16 per cent of the Parenting Payment customers with
Newstart partners reported never having worked.

Amog hdf the participants planned to be in work within two years, a significant
number planned to do further training (25 per cent) and around 25 per cent expected

3 Parenting Payment is paid to lone parents and partnered parents with a dependent child under 16
years of age. Parenting Payment (single) is paid under pension conditions to lone parents whilst
Parenting Payment (partnered) is paid under alawance conditions with adightly more generous
income test than unemployment payments (Newstart Allowance). Once the youngest child of a
Parenting Payee turns 16, the parent must claim another payment, such as Newstart Allowance.
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to be doing voluntary work. - Of significant concern was the finding that the group
gpproaching loss of Parenting Payment when their youngest child turred 16 hed lower
levels of workforce aspiration and around one third of this group had not thought
about what they would do when their youngest child reached 16.

There was strong support from pilot participants for the gpproach trided. Around 85
per cent of participants reporting support for compulsory interviews for dl or some
Parenting Payment customers. Support for activity requirements was dso high from
those who were interviewed with 66 per cent of respondents agreeing or strongly
agreeing that anactivity should be required in addition to parenting.

Thelong-term resuilts of the pilot will be followed up with longitudina tracking of
participants subsequent income support receipt and labour force participation.

32  The Australian welfare reform process

In October 1999, the Audrdian Government commissoned areview of socid
security arrangements and related services. In establishing the Review the
Government emphassed thet it desired an evauation of how well placed the exigting
system was to meet the challenges of 21™ Century. Australianow spends around $50
billion per annum on socid wefare payment and servicesin the FaCS portfalio, of
which $38 hillion is on income support. Forward esimates indicate thet this
expenditure will grow by around 21 per cent over the next three years. While the
sudtanability of the system in the longer term is a concern, the Government dso made
it clear thet it was not seeking short-term savings through cuiting benefits or limiting
entittements. A sgnificant concern was the high incidence of joblessness among
families with children in Austrdia and emerging evidence about the intergenerationd
impacts for children growing up in jobless families

An additiond driver was the aging of the population. The Audtrdian populaion, in
common with many other countries, is getting steadily older and older people tend to
need more support than younger people. The Audrdian Bureau of Staidics
edimates that in twenty yearstime there will be about four million people aged over
65, compared with less than two and ahaf million now. Increasing trends of early
retirement — both voluntary and involuntary — have dso led Government to incresse
the emphasis on encouraging people to maximise their capacity for sdf -riance
through the lifecycle.

The purpose of the review was to develop policies and strategies that strike a better
ba ance between providing a srong safety net and dlowing dl Audrdiansto
participate fully in the workforce where they are able. A Reference Group, with
representatives from the community sector, business, academia and government, was
commissioned to report to the Government initialy in March 2000 and present its
find report in July 2000 with recommendations on reform proposds. Thefind

report, Participation Support for a More Equitable Society (Reference Group on
Wefare Reform 2000) was published in August 2000.

33 Piloting new approaches

Pending receipt of the Reference Group's findl report, the Government established
some pilots which will provide additiond assistance (and in some cases requirements)
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for those a risk of long-term welfare dependence. This gpproach is condstent with
the OECD’ s suggestion thet pilots and evauation should proceed full-scae
implementations d interventions.

Government policy encouraging economic participation hasin the past been ontwo
main fronts. On the one hand, assistance has been provided on avoluntary basisto
some groups likdly to benefit from invesment in work-related skills (for instance lone
parents). On the other hand, activity tests are gpplied stringently to ensure those able
to work are actively pursuing employment opportunities

More recently, the focus has turned to more active forms of assstance. In the most
recent B udget the government announced severd pilots of different gpproachesto
increasing socid and economic participation among income support recipients and
those at risk of long term dependency in the future. These pilots am to incresse levels
of economic and socid participation among people who are at risk of long-term
reliance on income support and who may benefit from earlier access to services or
dternative approaches to building their capecities for participation. Each of these
tridswill involve a face to face interview, referrd to exigting services where
gopropriate and development of a participation plan. The pilots will dso test the
provison of up to $500 in discretionary funds for services or itemsto assst with a
return to work. This approach may offer a cost-effective way of empowering
recipients to identify their own pathways out of welfare. More detall on the pilotsis at
Attachment B.

Disability Assessment and Work Capacity Trial

In addition to the above pilots, the Government is testing different approachesto
identifying capacity for participation among people with disabilities and proving
interventions from a broader group of service providers. Thistrid seeksto test
whether anew approach for people with a disability, induding amore detalled
aseesament of an individud’ s capacity for work, leads to better targeting of existing
interventions and improves outcomes. Participants will be drawn from Disability
Support Penson daimants and recipients of unemployment payments (Newstart) who
have disabilities. Thetrid will dso test the capacity of the non-government sector to
provide rehabilitation services in cases where rehabilitation is considered gppropriate.

3.4 Findings and Recommendations of the Reference Group

TheFind Repat of the Reference Group on Wefare Reform advocated the need to
overhaul the whole wefare system (both income support and services) and refocusiit
on participation. It rejected gpproaches based on redtricting access to payments or
time limits for digbility. However the Reference Group aso acknowledged that the
poverty dleviation god of the socid safety net may have been over-emphasised and
that the current system was failing many of those it had been designed to help because
there had been insufficient emphasis on the welfare to work trangtion:

“Audrdia s socid support syslem should activate, enhance and support people's
cgpacities for economic and socid participation.” (Reference Group on Wdfare
Reform March 2000)

Particular problems identified with the system included:
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Fragmented service ddlivery arrangements which are not sufficiently focussed on
participation goas for al people of workforce age;

A rigid, categoricd and complex array of payments which rdlies heavily on
presumptions of cgpacity for participation and doesn't recognise the diversity of
eaech individud’s capacity and circumstances,

Poor incentives and support for some forms of work

Insufficient recognition of the many formsin which people make a contribution,
induding sodid participation.

Thefind report argued that welfare reform was a community wide issue that needed
commitment from business and the broader community aswell as government in

order to be successful. A long term vision for a new participation support system was
developed by the Reference Group which included the following five key features:

% Individudised sarvice ddivery

% Smpler income support structure
% Incentives and financid assstance
% Mutud Obligation

s Sodd Patnerships

The Reference Group arguedin their find report that each of these features required
atention both to achieve baance between additiond facilitation, incentives and
requirement and to maximise the likely outcomes of wefare to work initiatives.

Individualised service delivery

The gpproach to service delivery and service provision advocated by the Reference
Group would focus on individud capacities and outcomes, rather than payment
category, when determining access to services and assistance. The new sarvice
ddivery sysemset out in the find report seeksto link the disparate parts of the
current service ddivery network through a central gateway for assessment and
sreaming, backed up with integrated I nformation Technology management and

reporting systems.

Streaming to one of three levels of service provision would depend upon a person’'s
assessed |abour force disadvantage and likely risk of long term dependence, dong
with the likelihood of achieving an outcome. This sysem would require much more
sophigticated assessment and profiling tools than are currently available.

The report envisages that around 75 per cent of people would be referred to the base

level of assistance that offered salf-hdp and information provison. Typicdly people
in thistier would include those who are job ready or participating in education and
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need no specific assgtance, those who are caring or parenting and not yet ready for
economic participation and those for whom an outcome is consdered remote.

The second tier istitled low-leve brokerage and would encompass those people who
need to be linked to available sarvice or require additiond hep with planning.

Themost intensvetier - highlevel brokerage - would offer individuaised assstance
to those who are not yet job ready or who have multiple barriers to assstance but for
whom an outcome is consdered likely with the provison of such assstance,

A diagram of this conceptud modd of the service ddivery sysemis at Attachment B.
The chdlengesfor government thrown up by this modd indlude:

The development of better assessment and profiling tools to aid streaming and
rationing of services

Determining likely outcomes for people with more complex neads

Incorporating access to socid participation opportunities (eg volunteer work)
within the modd

Providing a degree of integration across disparate Commonwedth, State and nort
government service providers and agencies

Determining gppropriate funding regimes— input, output or outcome based
Privacy concernswith more integration of IT networks

I dentifying agencies best placed to carry out the roles of gateway, low leve broker
and high leve broker

Appropriate risk management and assurance frameworks.

Simpler income support structure

The Reference Group found a number of shor tcomings with the categorical system of
income support available to people of workforce agein Audrdia In particular the
Reference Group argued that the system does not adequately recognise the individud
vaidion in circumstances and capacity among people receiving income support nor
does it support the trangitions thet people make across their life course, for example,
from being aprimary carer back into the labour market. The Reference Group dso
identified some unintended behavioura incentives, induding incentives to reduce

work effort in order to meet digibility rules for more generous pensons and/or non-
activity tested alowances (such as Disability Support Pension or Widow Allowance).
Complexity of the arrangements was aso noted as creating confusion for staff
adminigering the system as wdl as damants. The table overleaf sets out some of the
main differences between payments for people of workforce agein the Audtrdia
welfare system:

The Reference Group recommended that, in the longer term, the categorical system of
pensons and alowances should be replaced with an integrated payment structure for
al people of workforce age. The nature of this payment structure would be a
conditional minimum income (or participation income) modd with a base rate and
supplementary add-on modules to address various additiona needs such as.
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The cogts of children

The additiond cogt of living as the only adult in a household
Additiond cogts of alone parent or Sngle income family
Codgs of childcare

Housing costs above some specified leve

Cods of dissbility

Remote area costs



Table 2. 4 Summary of main workfor ce age payments- rates and income tests

PAYMENT CATEGORY | BASIC RATESOF PAYMENT ($PF) | INCOME TESTS ($PF)

PENSIONS Sngle 386.90 Free Area 106 (single)

Age Pension Partnered: 322.90 188 (couple) plus

Disahility Support Pension Single DSP under 21, o children 24.60 per child

Carer Payment _ < . Taper: 40% of income
18, at home: 233.40*

Parenting Payment (Single) . _ above free area

Mature Age Allowance/ <18, Independent 333.70* (200/0 for each of a

Mature Age Partner 18-20, at home: 264.50* couple)

Allowance (granted before 18-20, independent: ~ 360.60*

July 1996)

ALLOWANCES Single, no children: 344.90 Free Areat 62

Newstart Allowance
Sickness Allowance
Widow Allowance

Single, with children or
Single, 60+ years, 9+ mths duration:

Tapers:
50% of income between 62 and 142

373.00 70% of income above 142
Partner Allowance Partnered: 311.10 Partner income test:
Mature Age Allowance
ted after July 1996 Freeaea 530
(gran e Ay ) Taper: 70%
PARENTING PAYMENT 311.10 As for alowances, except 50%
(PARTNERED) taper gpplies between 62 and 245
AUSTUDY PAYMENT Single or Free Area: 236
Partnered, no children:  281.10 Tapers:
Single, with children:  368.30 50% of income 236 and 316
Partnered, children: 30870 70% of income above 316

Previoudy long-term unemployed

‘Income bank’ of unused free area

Sngle: 341.40 up to $6,000
Partnered: 308.70

YOUTH ALLOWANCE Single, 16-17 a home:  153.90 Full-time students — as for Austudy
Single 18+ at home:  185.00 Payment
Single, not at home or Other — asfor Allowances
Partnered, no children: 281.10 Parental income test applies if not
Single, with children:  368.30 independent.
Partnered, children: 308.70

Previoudy long-term unemployed 21+

Single, a home: 227.20
Single, not a home 341.40
Partnered: 308.70

SPECIAL BENEFIT

Newstart or Y outh Allowance rates
aoply.

No Free Area

Benefit reduced by $1 for every $1
of income.

* Includes Y outh Disahility Supplement of 79.50
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In addition to these forms of support, a participation supplement was dso suggested as
ether afortnightly payment (which could build up as alump sumin an “account”) to
address the additiond costs of some forms of economic participation (eg education,
voluntary work, €c).

In addition to standardising rates (which are & present some $21 per week higher for
sngle adults receiving pensions rather than alowances), the Reference Group aso
recommended adopting a consstent gpproach to means testing, indexation and taxation
treatment of workforce age payments.

Thelong-term nature of thisgod is highlighted by the likdly cogtsinvolved and the
difficult baances government would need to consder in implementing a more
integrated payment structure. For example, aigning adlowance rates with those of
pensions would cogt upwards of $1 hillion per annum. In addition, the issue of
coverage arises because at present full-time workers and the self -employed are
generdly excluded from receiving unemployment payments because of their ingbility to
mest the test of seeking and being available for suitable paid work. Remova of sharp
distinctions between the “ unemployed” and other participants as abasis for payment
would bring thisissue to the fore.

The Reference Group dso identified some possible initid steps towards amore
integrated payment structure;

Amagamating alowance payments for mature age jobless people (Widow
Allowance, Mature Age Allowance, Partner Allowance and Newstart Allowance)
into one payment with appropriate requirements for participation and additiond
employment assstanceto be made available; and

Integrating payments for adults who are unemployed, temporarily incapecitated and
adult students (Newstart Allowance, Sickness Allowance and Austudy Payment)
into a unified structure.

| ncentives and financial assistance

One of the grengths of the Australiawelfare system identified by the Reference Group
isits broad coverage of needy people a low costs. However, the tight targeting which
accompaniesits desgn was d <o identified as cregting some workforce disincentives and
resulting in some black spots of inadeguate rewards for some forms of work or
workforce disncentives for families in some specific circumstances.

The Reference Group recommended improved incentives for part—time work through
liberdlisng meanstests for people currently receiving alowance payments to gpproach
the withdrawd rates for people currently receiving pension payments (40 centsin the
dollar). However, thet too large areduction in withdrawal rates might reduce the
incentive for welfare recipients to take up full-time work, unless digihility for income
support was extended to full-time workers and the sdf -employed (avery costly option)
or some other form of in-work benefits were dso made avalable.

A further issue arises because of the interaction between income support and family

assstance cut-outs. If the pension income test were adopted for dl workforce age
payments, there would be a sudden deeth loss of family assstance once people lost their
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digibility for basc income support. The cost of increasing the cut-out point for Family
Tax Benefit to remove this overlap would be prohibitive.

Aswdl astheissue of codt, the Reference Group aso acknowledged thet thet the likely
behaviourd responses to the gpproaches canvassed above are very uncertain.
Consaquently, the Find Report advocates a tentative gpproach to making work pay with
pilots to test different gpproaches toin-work benefits and targeting the costs of the
trangtion to work, rather than big bang solutions.

Priorities for early attention and piloting induded:

Participation supplements/accounts to meet the costs of economic participation such
as education, training, trangport, etc, which could be drawn fortnightly and “banked:
into an account to be drawn on at alater date for larger expenditure, including a

possible wage subsidy.

Return to work bonuses dong the lines of the Canadian Sdlf Sufficiency Prgect
earnings supplements.

Measures to reduce the very high effective margina tax rates faced by public
housi ng tenants whose rent rebates are reassessed when they return to work and
gtack on top of penson and dlowance withdrawd rates.

Income-contingent loans to cover the costs of more expengive activities, such as
private training courses, setting up smal businesses, etc.

In response to strong representations from many submissions, the Reference Group dso
recommended thet a trangtion bank be implemented to improve the return from
intermittent and casua work by smoothing the impact of the income test.#

A gtrong theme of the Reference Group's consderation of financid incentives was the
need to improve the evidence base for the behaviourd impacts of improved financid
incentives. Associated with this was the recognition that positive financid incentives
need to be“sold” to income support recipients through effective service ddivery
mechanisms.

Mutual obligations

The reference group adopted a very broad notion of mutua obligations asthe
conceptud bassfor the participation support sysem. Within this mode, government,
business, communities, non-government organisations and individuals were seen as
having socid obligationsto sodiety at large. The reference group argued that each of
these has araleto play in enabling people to move from welfare to work and additiona
efforts would be needed from each to implement wefare reform.

4 A transition bank would allow income support recipients with seasonal or intermittent casual work to
build up a“bank” of unused income test free areas over time. Once they undertake work, their incomeis
offset againgt this bank until the balance is reduced to nil thus evening out the impact of income tests on
intermittent earnings. |f extended to people who return to permanent full-time work, the transition bank
could also act as areturn to work bonus by providing income support for a short period (one or two
fortnights) after a person has returned to work.
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Thefind report dso differentiates between obligations that are societd expectations and
those that are requirements, endhrined in legidation. Strategies for achieving voluntary
compliance from each of these parties were a0 seen as important with sanctions only
to be used as alast resort.

The Reference Group identified the Government’ s obligations as managing the
economy, maintaining asirong socid safety net, investing in individud and community
cgpadity building and expanding its leedership role in providing opportunities for
disadvantaged people.

The Find Report argues very srongly for additiond effort from businessin providing
employment opportunities for people who experience discrimination, induding
Indigenous people, mature age workers, people with disabilities and workers with
family respongihilities. In addition the notion of corporate socid respongibility and the
triple bottom line were identified as areas for further development.

Therole of communitiesin tackling socid and economic exdusion within asocid

capita building framework was dso canvassed by the Reference Group, which argued
that particularly disadvantaged communities in depressed regions need additiond
support from government to tackle joblessness and cregte opportunities for
participation.

Thefind report of the Reference Group on welfare reform advocates a framework of
mutua obligations to encompass dl people of workfarce age receving income support.
Within this framework, people with the capacity and availability would be expected to
undertake some form of economic participation with areturn to work god. Otherswith
subgantia caring respongihilities or with permanent incgpacities would not be required
to participate economicaly but their socid participation would be seen as discharging
their mutud obligation.

In some circumstances it is envisaged that people could choose socid participation asa
subdtitute for economic participation or as a pathway towards economic participation
(eg voluntary work) but they would not be required to undertake socid participetion for
its own sake (eg workfare programs). The fundamenta approach taken to mutua
obligation was to tailor requirements (if any) to a person’s specific individua capacities
and circumstances within the context of their community and family.

In devel oping this gpproach the Reference Group cited evidence of wide community
support for gppropriate forms of participation as the basis of income support receipt for
those with capacity. They were aso influenced by evidence that income support
recipients generdly wish to participate themsdves. Thereis astrong emphasisin the
report on srategies to obtain voluntary compliance and enabling people to choose ther
own pathway to participation but the Reference Group aso argues the need for
sanctions such as sugpension or withdrawal of income support asalast resort.

Asinitid stepstowardsimplementing this framework the Reference Group
recommended starting with requirements for mature age jobless people and Parenting
Payment recipients and then for people with disabilities, taking account of the outcomes
of the Government’ s Assessment and Contestability Tria mentioned earlier in this

paper.
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The recommendations in repect of parents have, perhaps, drawn mogt attention. At
present Parenting Payment is a means-tested income support payment available free of
any work test or activity requirement to parents with dependent children under the age
of 16. Recipients are encouraged to voluntarily participate in the Jobs Education and
Training program and lone parents may receive additiond assstance in the form of a
$30 per week supplement to pension if they are undertaking an digible course of sudy.
While the JET program is popular with participants and the community, it tends not to
be taken up by parents who are at grestest risk of long term income support recipients
and is not particularly well-focussed on cogting and tracking outcomes.

Once a Parenting Payee s youngest child turns 16, the parent loses digibility for this
form of support. Unlessthey are qudified for another non-activity tested payment, the
parent is transferred to unemployment payments where they face both a sgnificant
reduction in their income support and have to meet an activity test, perhgps after many
years out of the labour market

;I'he experience of the Parenting Payment Intervention Filot informed the Reference
Group's decigon to recommend that:

Parents with pre-school age children be regarded as fulfilling their mutual

obligation through their parenting role and not required to undertake any additiond
adivity;,

Parents whose children have entered primary school be required to attend an annuad
face to face interview to discuss their future plansfor participation and link them to
available assstance on a voluntary bas's,

Parents of secondary school aged children (13 and older) be required both to atend
the annud interview and enter into a part-time participation plan to undertake job-
search, training, education or other preparation for work activities.

These recommendations are less demanding than survey evidence suggests would be
supported in the wider Audtrdian community. Nevertheess commentary to dete from
anumber of church and welfare organisations has been highly critica of this
recommendation and has argued (erroneoudy) thet it will sngle out lone parents for
additiond requirements. Many socid commentators have perceived it as a reasonable
requirement given the patterns of mothers' Iabour force participation currently now
widespread in the community.  Some have questioned whether waiting until children
arein sscondary school provides enough scope for prevention and early intervention for
those parents and children at greatest risk of long term welfare dependency.

Social partnerships.

The Reference Group identified socid partnerships as an important strategy for building
the capacity of communities to solve their own problems and provide greater
opportunities for economic and socid participation. This was seen as especidly
important in regions of concentrated disadvantage and joblessness.  Four important
processes in community capacity building are identified in the find report:

Community economic development

Community-business partnerships
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Socid entrepreneurship
Fostering micro-business

The Reference Group’ s emphiasis on socid partnerships and the community level
domain wasinfluenced by their belief that strong stocks of socia capitd can counter
socid and economic exdusion and provide additiond resources to disadvantaged
communities and individuds. In addition, the Reference Group identified the need to
invest both a the community and individud level and the benefits of socid participation
for building individud’ s cgpecities for participation. Socid entrepreneur ship,
community business partnerships and micro-business were al seen as means of
increasing the available opportunities for socid and economic participation.

These drategies were seen as particularly important for Indigenous communities, young
people and those a greet risk of margindisation from the economic and socid life of
the nation.

34  The way forward

The Find Report of the Reference Group on Welfare Reform sets out an agenda for
welfare to work policies, rather than a blueprint. It acknowl edges the need for more
reseerch, moddling and evauation before full-scale implementation of a participation
support system. It aso identifies some of the difficult choices government will confront
in refining its wefare to work policy goproach.

Thereport has been broadly welcomed by the Government and cautioudy supported by
the Oppogtion and minor parties. The welfare sector has dso been supportive of the
themes and generd findings of the Find Report, and has emphasised thet it wishes
Government to implement a bal anced package across the five key fegtures. The wefare
reform process in Audtrdia adso gppears to have gavanised community opinion that the
current system is too passve and should seek to activate a return to work earlier among
people on wefare rather than leaving the issue of when and whether to participate up to
individud recipients

The Government has committed itself to a“whole of Government” consderation of the
Fina Report of the Reference Group on wefare reform with an initid response due by
the end of thisyear. An inter-Departmenta Committee chaired by FaCS with
representation from the centrd agencies, the Department of Workplace Relations,
Employment and Small Business and the Department of Education, Training and Y outh
Affars, is dready meeting to refine the policy approaches and suggest responses to the
gpecific recommendations.  Dialogue with State Governments, business, service
providersin the non-government sector and peek welfare organisationswill aso be
necessary if the vision of the Reference Group isto be achieved.
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Attachment A
Reference Group on Welfare Reform

Terms of Reference

1 The Government wishes to provide ways of assisting people who are disadvantaged that
strike a better balance between its ongoing commitment to maintain a strong safety net and its
respongihility to develop policies and drategies dlowing dl Audrdians to participate fully in

the workforce where they are able. In this context, the Government is concerned that thereisan
increasing reliance by Audtrdians on welfare, with around 1 in 5 people of workforce age on
income support payments.

2. Six principles have been identified in order to guide the reform required in this areax

" Maintaining equity, smplicity, transparency and sustainability;

" Establishing better incentives for people recelving socia security payments, so that work,
education and training are rewarded;

" Cregting grester opportunities for people to increase sdlf-rdiance and capacity-building,
rather than merely providing a passive safety net;

" Expecting people on income support to help themsalves and contribute to society through
increased socia and economic participation in a framework of Mutua Obligation;

" Providing choices and support for individuals and families with more tailored assstance
that focuses on prevention and early intervention; and

. Maintaining the Government's disciplined approach to fisca policy.

3. To ensure a process of consultation with the community, the Government has
established a Reference Group comprised of representatives from the community sector,
business, academia and government. The Group will provide advice to enable the
Government to develop a comprehensive Green Paper on welfare reform.

4. The Reference Group has the following terms of reference:

a) Adopt| ng the reform principles established by the Government, provide advice on:
Options for change to income support arrangements aimed at preventing and
reducing welfare dependency by those of workforce age; and

ii. Other options rdating to the provision of associated services, including
employment, education and training, that would assst in preventing and
reducing welfare dependency.

b) In providing this advice, the Reference Group will give particular
consideration to:

i. the broader application of Mutua Obligation;

ii. demographic changes;

iii. sustainability of the current system;

iv. the particular incentive effects associated with the design of social security

payments for people of workforce aye; and

V. international best practice.

) Inframing its advice the Reference Group will draw on community input and cdl for
submissions from interest groups and the broader community.

5. An interim Report from the Reference Group will be provided to the

Minigter for Family and Community Servicesearly in the year 2000, with thefinal

draft to be provided to the Minister by 30 June 2000.
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Budget Welfare Reform Pilots

Mature Age Participation Pilot

Thisinitiative will test a new goproach to mature aged people without jobs. The project
will test the extent to which certain groups of older working age people face barriersto
grester economic and socid participation, and will aso explore the feasibility and
effectiveness of arange of approaches to assist these people to be more active in work
and community life,

Participants will be interviewed to assess their circumstances and thelr job readiness, to
identify barriers to work and other assistance needs. Participants and ther interviewers
will jointly develop a participation plan, which will set out an agreed form of activity.

A feature of thispilot isto provide early intervention for people not yet digible for
income support (due to awaiting period or redundancy payment) but who are a risk of
future welfare reliance.

Workless Families Pilot

Thispilot will test goproaches to fadilitate economic and socid participation amongst
workless families with school age children. The pilot has two aress of focus workless
couples and workless people with repested trangtions between single and partnered
income support payment types. The pilot will focus on interviews with parents designed
to as3g identifying barriers, plan participation and help people baance care of children
with work.

Tailored Assstancefor the Very Long-Term Unemployed Pilot

This pilot will test anumber of intervention srategies for people on Newdart
Allowance with an income support duration of 5 years or more. Filot Steswill bein
urban, rurd and regiond areas with different socio-economic and geographic profiles.

Filot participants will attend an interview thet will offer a persondised, intensive
assessment of thelr current circumstances, thelr barriers to returning to work, and their
gods and apirations. An important focus will be to facilitate better linkages with a
range of existing programs and agencies that can hep people in this group.
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