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1.
INTRODUCTION TC "1.
INTRODUCTION" \f C \l "1" 
Australia has enjoyed over a decade of sustained economic growth boasting record low unemployment rates. Yet the flow of prosperity has eluded youths aged between 18-24 years of age, where employment prospects and outcomes seem to have stagnated. With the looming shift in demographics that will see labour force participation rate in Australia slowly decline as a result of ageing baby boomers, policies aimed at integrating disengaged youths into employment is becoming more pressing. 

Numerous initiatives to address the issue of youth unemployment have been trialled with varying degrees of success. In 1997, the Howard government introduced Work for the Dole program aimed at people aged between 18-24 years old who have been in receipt of unemployment benefits for a period of six months. Meanwhile, sweeping changes were also instigated under the Blair government to tackle the prevalence of high unemployment in the UK within the same age group. Packaged under ‘New Deal for Young People’ was a scheme with a range of initiatives designed to help prepare youths for the labour market. 
Hence, it is of interest to compare the cost effectiveness of the two respective programs each country adopted to address a common economic concern. By examining the net impact each program had on outflow rates from welfare benefits and accounting for the direct costs of each program with respect to changes in benefits payable, there is evidence to suggest that the UK approach was a more economically effective solution from a medium and long-term perspective. 
In broader terms, there is reason to argue that active labour market programs need not produce double digit off-benefit outcome rates to be economically sustainable. An off-benefit outcome is achieved when a current unemployment benefit recipient seizes to make future claims. The long-term benefits in the form of reduced welfare dependency will outweigh the initial costs associated with implementing a more effective labour market program.
2.
BACKGROUND TC "2.
BACKGROUND" \f C \l "1" 
Since ‘the recession we had to have’ in the early 1990’s, a flourishing economy has produced a climate that is conducive to low unemployment. In Figure 1, we can observe that, despite cyclical variations with rises in the unemployment rate from 8.2 percent in May 1996 to 8.4 percent in February 1997, and from 6.1 percent in September 2000 rising to 7.0 percent in October 2001, the trend has continued its downward trajectory to the lowest rate in 40 years of 4.9 percent in May 2006.

Figure 1
 Appendix 1
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2.1
YOUTH AND UNEMPLOYMENT TC "2.1
YOUTH AND UNEMPLOYMENT" \f C \l "2" 
Despite the outstanding performance of the economy as a whole during this period, as of May 2005, 14.9 percent or 208,400 of 15-19 year olds in Australia were not engaged in full-time education or full-time employment while about 20 percent of teenagers who want full-time work are unemployed. Over the same period, 24 percent or 352,500 of 20-24 year olds were not in full-time education and still seeking full-time employment (a fifth unemployed and a third not in the labour force). Despite the various microeconomic reforms and globalization, it can be seen from figure 3 and figure 4 that this level of youth unemployment has been constant for 15 years. The number of full-time jobs for young adults has shrunk by 10 percent since 1995; this is most alarming given the strength of the domestic economy where the adult unemployment rate has halved since 1993.
 This has pushed many young people into casual or part-time positions, which fail to provide them with the additional skills and experience that would improve their likelihood of finding full-time employment.
  
Figure 2

Unemployment by age groups
[image: image2.emf]
2.2
UNEMPLOYMENT AND EDUCATIONAL ATTAINMENT TC "2.2
UNEMPLOYMENT AND EDUCATIONAL ATTAINMENT " \f C \l "2" 
In the Australian context, educational attainment has a substantial influence on the transitional experiences of young people. Whether considering teenage school leavers or young adults, year 12 completers were substantially more likely to be fully engaged than those who left school before year 12.
 This trend could be observed incrementally with lower level of eduction attainment being associated with greater instances of not being fully engaged in either work or study and the tendency of not being fully engaged grows disproportionately. About 270,000 young people leave school each year, 86,000 teenagers leave school without completing year 12 education and within this group 50,000 of them never go on to complete it or another equivalent vocational training program. This decision tends to results in lower wages, reduced likelihood of labour market participation and greater likelihood of sustained unemployment.

Figure 5
 (Appendix 3)
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Unemployment data have consistently shown that only 7 percent of all those who completed year 12 are unemployed seven years after leaving school. By comparison, 21 percent of young men who have left school in year 9 are unemployed after a similar period, while for women it is even worse at 59 percent unemployment. There is a significant proportion of young people who leave school early as a result of disaffection with the system, poor literacy and numeracy skills that are underdeveloped. Many early school leavers come from lower socioeconomic backgrounds and are located in regional and rural locations where disadvantages can be most readily observed. Research also suggest that young people in the bottom 25 percent of the literacy and numeracy tests in year nine at school are four times more likely to leave school early than those in the top 25 percent.
2.3
THE FUTURE GAP IN OUR ECONOMY TC "2.3
FUTURE GAP IN OUR ECONOMY" \f C \l "2" 
As a nation, due to reductions in fertility rates and increasing life expectancy we will see demographic changes that will lead to the proportion of those participating in the labour force overwhelmed by the ageing population retired from the work force. If left unattended, the Productivity Commission estimate that aggregate participation rates will fall from its current level of 63 percent to 53 percent over the next 40 year period. Economic growth will slow to a halt with a deficit of $4.1 billion in GDP by 2045, with the costs of maintaining an effective social package such as health services, aged care and the pension, all placing enormous pressure on the Federal Budget. The pending fiscal imbalance needs to be financed and forms the basic policy challenge facing all levels government.

2.4
ROLE OF EDUCATION TC "2.4
ROLE OF EDUCATION" \f C \l "2" 
As globalisation and modern technology continue to transform the environment we live in, it is essential to note some of the underlying structural changes that have occurred. In this discussion, we shall focus on the impact it has had on the labour market and the shift in demand patterns that favour skilled human capital.

In the last major study covering the period from 1991 to 2001, the total employment rate increased by about 0.1 percent each year across the OECD constituent. In contrast, during the same period, the employment rate of those with less than upper secondary education declined by approximately 0.3 percent each year. The shift in demand towards skilled labour has led to the increasing importance of education and training within the labour market. More generally, the value of human capital establishes a positive relationship between education and general employment. On average, it has been estimated that a 10 percent increase in the amount of education or training reduces the probability of being unemployed by 0.2 percent. These results have shown to hold even after controlling for selection bias, indicating the existence of a causal link between training and an individual’s employment outcome.

There are four main mechanisms that have been put forth in support of such hypothesis. Firstly, those who have attained higher levels of education may have better labour market information and more effective job-search skills and hence reduces the likelihood unemployment or the duration unemployment. A second mechanism proposes that individuals with relatively more complex skills have access to greater earnings and hence it is economically more rational for them to participate in the labour force as opposed to relying on welfare benefits. A third mechanism suggested that workers with relatively lower level of education will fulfil less complex jobs, while more highly educated workers have more generic skills and hence the capacity to operate in a wider range of work places. Finally, in periods of low employment, the more highly educated have greater flexibility to challenge for jobs and encroach on job opportunities that are normally filled by the less educated.

From the demand side of the labour market, it may be observed that the gap between marginal productivity and wage is greater for the more highly educated segment of the work force. This long-run impact can be derived from the impact of greater innovation and efficiency gains. Thus, employers have an incentive to organise production processes in accordance with this group of the labour force. Such reason can also lend support for the observed hoarding effect, where employers hold on the workers during periods of excess capacity. As a result, the productivity gains could be shared between the workers and employers in the form higher wages and increased profits. Therefore, participation in the labour market becomes a more attractive alternative relative to welfare regimes for anyone genuinely capable to work.

Empirical analysis have consistently shown that education has a positive relationship with productivity, conservative estimates of 5 percent increase in aggregate productivity result from an average one extra year of education attained. Another macroeconomic impact of education is its capacity to attract Foreign Direct Investment through the perception that it provides a competitive edge in the high-tech sectors. It has been estimated that a one-year increase in average educational attainment increases Foreign Direct Investment by upwards of 1.9 percent. These results highlight the broader implications of increasing education and the potential flow on effects that can result in the labour market, including greater employment growth and better incentive to participate in the workforce through relatively higher wages.
2.5
VALUE OF EDUCATION TC "2.5

VALUE OF EDUCATION" \f C \l "2" 
The various policy initiatives that could be implemented include increased borrowings, reducing services, higher taxation or a user-pay system Proactive policy measures that have been put forward relate to how we address population, productivity and participation. The economic rationale of education and how it contributes to these three aspects are established in the Access Economics review of the wider economic benefits of increased educational attainment which is extended to general training of individuals. At the macroeconomic level, redirecting half of the 50,000 youths that would be leaving education early between 2004 and 2010 back into a training scheme would generate an estimated benefit of over $8.2 billion.

Such conclusions were drawn upon the underlying drivers that influence a nation’s economic capacity. The most important contributing factor to a modern economy is human capital and the quality of labour, which affects both participation and productivity. Recent OECD studies show that education produces skilled workers who have the capacity to induce greater productivity through ideas and creativity. When people are equipped with skills that are valued by the economy; they have more attractive incentives in the form of higher incomes to participate in the economy. Education in part, insulates an individual from sustained unemployment because they are able to take advantage of opportunities in other job vacancies.

The benefits of investing in education and further training for our youths could be examined from the Federal Budget perspective. Firstly, the increased outlay on education and training for young is assumed to be absorbed completely by the Federal Budget, which equates to 0.05 percent of GDP. Over time, participation rates increase by an average of 6 percent for workers over the age of 25, this is subsequent to a 2 percent fall for those aged between 15 and 25 year olds. The general equilibrium model assumed an average 4 percent productivity gain per annum per person, which is in line with conservative estimates. The combination of increased productivity and participation produces an overall GDP increase of 1.1 percent by 2040. Of this, the Federal Government will absorb 0.27 percent of that in the form of extra revenue, hence producing an overall budget improvement of 0.22 percent of GDP by 2040. The economic rationale of investing today for the benefit of greater economic welfare in the future is confounding.

Other gains from improving the education and training outcomes of Australia’s youth are likely to be a reduction in crime, improved health and reduced reliance on welfare services. The NSW Bureau of Crime Statistics and Research have argued that:

elimination of long term unemployment among males aged 15-24 by direct job creation would result in close to a 7 percent reduction in property crime in NSW. Better still, if these individuals continued in formal education to the end of senior high school (increasing school retention by an extra 7,000 individuals) the reduction in break, enter and steal over the course of a year would amount to almost 15 percent.

2.6
CONCEPTUAL EVOLUTION OF SOCIAL SECURITY TC 
"2.6
CONCEPTUAL EVOLUTION OF SOCIAL SECURITY" \f C \l "2" 
Across most OECD nations, there has been a steady drift away from the post WWII welfare support systems that were established under Keynesian demand management policy platforms aimed at maintaining full employment.
 The fundamental principle that has been superseded is the notion that unemployment benefits are ‘entitlements’ for citizens. Rather, access to unemployment benefits must be balanced by some kind of contribution to the society paying them those benefits.

The foundations of mutual obligation frameworks could be traced back to the ‘workfare’ program that was introduced in 1981 across the US.
 The framework establishes that the provision of unemployment benefits would be conditional on the recipient undertaking specified work. This was articulated by David Elwood, highlighting the inherent contradiction of unconditional payments, arguing that: 

Americans do not believe that society ought to guarantee that every healthy person has a minimum income. What they do believe is that everyone who is willing to work ought to be able to make it in America and achieve some real measure of independence.
 
Hence, the essential ingredient of any labour market intervention should focus on helping those willing to work to find work. The Howard government’s mutual obligation platform assumed that the electorate would embrace the fact that ‘it is not unreasonable to ask people to do something in return for a welfare benefit if they are able to do so’.
 In practice, mutual obligation in terms of unemployment benefits is applied through activity tests and relate to requirements on the recipient to be actively seeking work, available to work and accept any suitable job offer they receive. Hence, based on the how mutual obligation is implemented in Australia, the OECD concluded that it forms an implicit social contract within the income support system
.
3
ACTIVE LABOUR MARKET PROGRAMS TC "3
ACTIVE LABOUR MARKET PROGRAMS" \f C \l "1" 
Like Australia, the UK has adopted the mantra of mutual obligation where eligibility to receive unemployment benefits is conditioned upon participation in a specific program. However, the UK has applied this ideology from a different perspective.
3.1
NEW DEAL FOR THE YOUNG-THE UK APPROACH TC "3.1
NEW DEAL FOR THE YOUNG-THE UK APPROACH" \f C \l "2" 
The New Deal was introduced nationally in April 1998 as part of the Blair government’s labour market reforms aimed at improving the employment prospects of those on the most outer fringes, the long-term unemployed. Initially, the program was aimed at getting people in the 18-24 year old age group away from welfare dependency. Furthermore, as part of a wider agenda it was also hoped that the program would establish a foundation that allows participants to progress through employment to the extent that it lends support to maintaining sustainable employment in the economy and reduce social exclusion that has been observed as a result of long-term unemployment. 

Young people aged between 18-24 years old are eligible for the New Deal after claiming “Job Seekers allowance” for a six month period. The main point of note about the program’s practical application is that it is compulsory upon all those eligible under the criteria. Failure to co-operate can result in the suspension of access to further unemployment benefits. 

The New Deal has three main stages that are interconnected such that it provides assistance deemed most appropriate for the particular case, taking into account of the individual’s interests and ability. At induction into the program, individuals are assigned ‘Personal Advisors’, who would play the part of a mentor with weekly sessions that aim to keep the individual on track during all the individual phases. The aim is to ensure that the different barriers that are affecting a specific claimant’s entrance into employment are identified and the appropriate remedies are utilised to address the problem. 

The ‘Gateway’ is the initial phase of the New Deal Program; it involves up to four months of intensive job search assistance with the intention of helping those who already have a certain capacity to fill job vacancies but not the job search skills required. When the first stage elapses claimants move on to the second stage, which comprises of four options, each of which includes a training element that leads toward a recognised qualification. The options are delivered locally via 144 New Deal Units of Delivery, of which ten are led by the private sector and include over 90,000 employers with most not having undertaken any government projects previously. When participating in options, claimants are no longer entitled to unemployment benefits; however, they are paid at a rate equivalent to benefit levels.

The first option involves a six month spell on subsidized employment, with the employer receiving £60 a week wage subsidy during the first six months of employment plus an additional £750 contribution to finance a required minimum amount of job training equivalent to one day a week. The second option available allows individuals to enrol in an approved full-time education or training course designed to provide help for those young people without National Vocational Qualification (NVQ) level 2 or equivalent qualification. This option is aimed especially at people whose lack of basic vocational skills is the main barrier to entry into sustainable employment. All participants in this option are guaranteed access to an approved training organisation and work experience. Participants receive an allowance equivalent to the Job Search Allowance payment for up to twelve months and course fees are funded by the government.

Claimants may also choose to undertake work in the voluntary sector for up to six months as part of the third allowable option. They are paid an allowance equal to the Job Search Allowance they were previously receiving with the addition of £400 spread over the six months. £750 is also available towards the cost of providing the young person with training equivalent to one day a week, towards an approved qualification. Finally, there is also the option of taking a job with the ‘Environmental task force’, a government job that lasts up to six months that aim to improve the claimants employability as well as making a contribution to the community’s physical identity. 

The third stage of the program applies to individual who return to claim unemployment benefits within 13 weeks of having participated in an option. These individuals automatically re-enter the “Follow Through,” which is similar to the Gateway, taking up to thirteen weeks. Job search assistance is the main treatment provided; perspective claimant may be placed into another NDYP option. Should an individual leave the program for employment or other reasons and subsequently return to benefits within a 13 week period, they will rejoin at the point where they had left.

3.2
WORK FOR THE DOLE-THE AUSTRALIAN APPROACH TC "3.2
WORK FOR THE DOLE-THE AUSTRALIAN APPROACH" \f C \l "2" 
In 1997 the Howard government brought to parliament the framework for the new active labour market assistance package. The Job Network system was established to provide three tiers of employment assistance delivered by a combination of community, private sector and government agencies through a tendering process. Job matching or Job placement involve Job Network members referring eligible jobseekers to suitable vacancies. After three months, jobseekers would get job search training under Job Search and Training. Intensive Assistance is made available to those who have been unemployed for over 12 months or likely to become a victim of long term unemployment. Currently, a new claimant for unemployment benefits in Australia is required to enter into a Preparing for Work Agreement negotiated through Centrelink or a Job Network Member, an initiative introduced after 2001. The agreement specifies a claimant’s mutual obligations and the activity tests that must be satisfied so that they may continue to receive payments.
 The initial phase includes four steps that imitate those utilised in the Gateway phase of the New Deal for the Young, starting with:

1. Assessment of individual’s needs and circumstances

2. Matching individual to suitable programs to improve their chances of finding work

3. Referral by Centrelink to programs that may assist in improving an individuals employability 

4. Regular review of progress

There are essentially two unemployment benefit schemes that cover the majority of Australian citizens without employment and not hindered by disability. Firstly, Youth allowance is accessible to full time students between the ages of 16 to 24 undertaking approved study, who are generally not considered in the labour force. However, it also covers individuals aged between 16 to 21 years of age who are unemployed and looking for full time work. In addition, Newstart Allowance is targeted at people over the age of 21. Though there are various points of difference between the two payments schemes, the most important is the additional parent or guardian’s asset tests that Youth Allowance recipient must satisfy. In order to continue receiving payments, as part of a jobseeker’s activity test they must:

1. Actively look for suitable paid work

2. Accept suitable work offers

3. Attend all job interviews

4. Agree to attend approved training courses or programs

5. Lodge fortnightly continuation forms

6. Apply for up to 10 jobs per fortnight

7. Complete a Job Seeker Diary with details of job search efforts

8. Participate in a ‘mutual obligation’ activity after a certain amount of time on benefits

Mutual obligation requirements can be satisfied by participating in one of the activities or a combination of activities outlined in table 1, figure 6 emphasises the unique position that the Work for the Dole occupy as the default option in Australia’s mutual obligation system.
Failure to fulfil the mutual obligation requirements would incur an activity test penalty, which is a reduction in payments. The first penalty equates to an 18 percent reduction in payments for 26 weeks with the third and subsequent breaches resulting in no payments for eight weeks. Where the activity test and mutual obligation are satisfied, there are no time limits on the duration of eligibility to unemployment benefits.
The role of the Work for the Dole program is aimed at providing people with work experience while making a valued contribution to the community. Employment outcomes have not been specified as an objective of the initiative. The core objectives relate to:
1. Help job seekers develop good work habits

2. Develop strong networks

3. Involve local communities in providing activities that would be of assistance to participants at the end

4. Provide local communities with services that are valuable to them

There is a large range of activities that claimants can choose to undertake, including landscape architecture, Olympic village restoration, native revegetation and web page design for community organizations. A participant is referred to a community work coordinator by their Job Network member. The standard Work for the Dole Program extends over a six month period; for individuals between the ages of 18-20 there is a minimum of 24 hours of activity per fortnight, while claimants aged over 21 are expected to complete 30 hours over two weeks. Newstart and Youth allowance claimants are eligible to an extra $20.80 a fortnight for assistance with transportation.

Eligibility for the Work for the Dole program is slightly more complex in contrast to the New Deal for Young People. Those who may be obligated to participate include individuals aged 18-19 and recently completed year 12 claiming the full rate of Youth Allowance for a three month period. This also applies for individuals claiming the full rate of either Youth Allowance or Newstart Allowance aged 18 to 24 for over a six month period. Participation is compulsory if a claimant is not engaged in another mutual obligation activity outlined in Table 2. At the moment any claimant over the age of 18 receiving the Newstart or Youth Allowance can volunteer to be in the program.

In 2002, legislation was introduced which meant that through participation in Work for the Dole, claimants are able to earn Training Credits, worth up to $800 for accredited training when they complete their Work for the Dole or Community Work placement. Claimants under the age of 21 are required to complete a total of 300 hours and those over the age of 21 needs to complete the equivalent of 390 hours to earn the total $800 credit. Successful participants also receive a passport to employment, which is a package of assistance to help them become job ready. It includes training to help writing and updating ones resume, preparing job applications and managing job interviews.

The highest level of assistance available under the Job Network is Intensive Assistance aimed at only the most disadvantaged, which may include a combination of job matching, training or work experience. There is no specific service that the Network provider must offer under this scheme, performance is monitored by the Department of Employment and Workplace Relations. Allocation into the system is determined by the Job Seeker Classification Instrument. There is no guarantee of access to this service given that in the September quarter of 2000, over 25 percent of long-term unemployed were denied access to Intensive Assistance because they were not categorized as sufficiently disadvantaged. Funding for Intensive Assistance is linked to employment outcomes. Service providers receive anywhere from $4,500 to $8,500 per client, depending on the level of disadvantage, to achieve employment outcomes. Taking into account of overheads and clients who do not gain employment, service providers receive an average of $300 per client. Intensive Assistance accounts for over 70 percent of Job Network expenditure in the second round of contract negotiations.
3.3
COMPARING THE TWO FRAMEWORKS TC "3.3
COMPARING THE TWO FRAMEWORKS" \f C \l "2" 
Where we find the most obvious point of similarity between the two programs is their mandatory requirement on unemployment benefits recipients to undertake certain activities. In essence, both nations have embraced the notion of mutual obligation and the duty of the beneficiary to ‘do something’ in return for income support. 

However, there are numerous aspects of the two programs that are set up differently, which result in contrasting impact on outcomes delivered to the young long-term unemployed. Firstly, there is subtle but clear distinction between the official objectives of Work for the Dole Program relative to the New Deal for Young People. Much of these differences are founded from the political motivation behind mutual obligation.
 The New Deal program’s mission statement, identifies “improving employability of the young people and to find them a job” as a core objective. On the other hand, the role of Work for the Dole is for “unemployed people to gain valuable work experience” and “not intended to immediately achieving paid employment”. In principle, the New Deal places employment outcome of participants as the primary focus and aims to provide assistance to young people in “closing the gap between what you have to offer and what employers are looking for”, which would get “young people into real, lasting and worthwhile employment”. From this perspective, mutual obligation is applied in a sense to get young people to help themselves and where a valued contribution to the community is made during the course of their stay in the program, it is not by itself an aim of the program

The Australian experience on the other hand places employment outcome of the young as an indirect consequence of participation in activities that satisfy mutual obligations, with the responsibility of attaining the necessary skills to gain employment solely on the shoulders of the young unemployed. Mutual obligation in this context becomes a repayment scheme for society by the unemployed youths

Another systemic difference that contributes significantly in determining the participant outcomes of program participants relate to the level of employer involvement. The Work for the Dole Program does not explicitly encourage the private sector to get involved. In addition, projects selected for the program steer well clear of potential competition with private industry. As a result, the work experience participant’s gain during Work for the Dole has a tenuous connection to the real labour market and emphasis the program’s minimal endeavour to assist youth participants into sustainable employment. In contrast the New Deal program utilises private industry involvement extensively, with over 60,000 employers having provided real employment opportunities for New Deal participants, and there are specific clauses in place to ensure that participants are treated like any other employee. 

Finally, a pivotal difference between the UK and Australian system is the case-management assistance available to participants. Though both systems make such assistance available, the ‘Gateway’ process is the very first step for participants who become eligible for the New Deal Program. Within this phase a ‘personal adviser’ maps out a customised plan aimed to improve the particular individual’s employability by identifying barriers they are succumbing to. In contrast, the Australian system focuses on ensuring that benefit recipient fulfil their mutual obligation while the intensive case management equivalent to the ‘Gateway’ process is only accessible after a claimant has been registered with Centrelink for 52 weeks or classified as being high risk of being a long term unemployed. Up until March 2000, Work for the Dole participants were not allowed to participate in ‘Intensive Support’, as this would require double funding by the Commonwealth government.

4
COMPARATIVE ANALYSIS TC "4
COMPARATIVE ANALYSIS" \f C \l "1" 
Given the contrasting approaches adopted by the respective governments, it is essential that we examine if there are any significant differences in the outcomes produced under these two regimes. We will compare the cost effectiveness of the Work for the Dole and New Deal for Young People programs. The cost effectiveness of these programs will be measured by comparing the various costs associated with respect to the employment outcomes they have produced while also taking into account some of the savings in welfare expenditure outlays over several time frames. In this regard, we want to determine whether there is an efficiency case in support of one regime over the other.
4.1
OUTCOMES-NEW DEAL FOR THE YOUNG TC "4.1
OUTCOMES-NEW DEAL FOR THE YOUNG" \f C \l "2" 
The New Deal for the Young was independently reviewed at the end of 2001 by the National Audit Office (UK) to determine the progress of the program. By the end of October 2001, 339,000 participants had experienced at least one spell of employment, which includes subsidised employment. In terms of participants entering unsubsidised employment, 257,100 or around 40 percent of participants left the New Deal program for sustained (lasting for more than 13 weeks) unsubsidised jobs. Approximately 177,500 participants left the program for unsubsidized work during the Gateway phase, while 38,700 exited during the options phase and 40,900 left after the follow through phase into sustained employment.
 In conjunction with the National Institute of Economic Research, they estimated that the average annual cost per additional unsubsidised employment outcome lies in the range of £5,000 to £8,000.

4.2
OUTCOMES-WORK FOR THE DOLE TC "4.2
OUTCOMES-WORK FOR THE DOLE" \f C \l "2" 
The Australian National Audit Office completed an independent review of the Work for the Dole program that was focused on the efficiency of the systems managing the program rather than the employment outcomes that Work for the Dole Achieved. Between 1997 and 2001, just fewer than 130,000 people participated in the Work for the Dole program a total cost of $235 million dollars, with an average cost of $1,900 per placement. The Department of Employment, Workplace Relations and Small Business, which is in charge of Work for the Dole, completed a Net Impact Study 2000, measuring how the program affected a job seeker’s probability of leaving income support. The study incorporated 4,200 job seekers in August of 1999, which could be equally split between having participated in the Work for the Dole Program and those who have not been referred to or participated in the initiative. Current estimate suggest that the cost of producing and employment outcome costs only $11,500, which is $5,000 less than the New Deal. However, the overall influence of getting people into employment is smaller than in the New Deal case.

4.3
MARGINAL IMPACT-NEW DEAL FOR THE YOUNG TC "4.3
MARGINAL IMPACT-NEW DEAL FOR THE YOUNG" \f C \l "2" 
When examining the effect of a particular program on employment outcomes, it is critical that the impact of a program is isolated from other factors including the broad macroeconomic performance of the economy, microeconomic reforms, and the fact that a proportion of those who participated in a particular labour market initiative would have achieved a sustained employment outcome even without going through the program. Only when the difference in employment outcomes achieved by job seekers who have participated in a program and a control group that was not treated is measured, the marginal effect of program can be established. The critical assumption when measuring marginal impact of labour market programs is that in the absence of the treatment, the comparison group and the treated group would have the same employment outcomes. Other shocks over time should not affect the difference between the treated groups and comparison group.
Other factors that need to be examined include determining the spill-over effects of a labour market program. For instance, the benefits that we may attribute to participating in a particular program may have come at the expense of non-participants hence the substitution effect of the program could render the net impact negligible in terms of aggregate employment. In contrast, the program may have broad impact to the extent where national wages are pushed downwards and increasing aggregate employment which will affect both New Deal participants and non-participants. Consequently, this would allow the economy to expand faster without the inflationary pressures from higher wage demands. 
The Institute of Fiscal Studies examined the net impact of UK’s New Deal for the Young focusing on the pilot phase and then the national roll out.
 The pilot phase ‘Pathfinder’, introduced the New Deal program into 12 specific regions with eligibility determined by age and where a person lived. Caution must be taken when generalizing these results due to the fact that ‘Pathfinder’ ran for only three months before the national rollout. When they compared the historical outflow rates of 18-24 years old who lived in regions used for the Pathfinder phase to other regions, Pathfinder regions on average contained people with inferior labour market conditions, thus the net impact of the New Deal is based on a group that face more barriers to entry into the labour market than the national average. But an examination of this result shows that the gap between these groups is constant and they react to macroeconomic trends in similar ways.
To ensure that the results were robust, four comparison groups were constructed for comparative purposes in the pilot phase.

1. A group young people who would be eligible under the age criteria but living in non-Pathfinder areas hence not treated by the New Deal

2. A group from the above but only those within regions that are closely related to the regions selected for the Pathfinder phase. This group was matched based on outflow rates from unemployment benefits between 1982 and 1998. A measure of distance between a Pathfinder region and non-Pathfinder region is calculated and the closest matches are chosen.
3. Two other comparison groups from within pathfinder areas were used. Firstly, against a group aged between 25-30 then  second group aged 31-40
For the national roll out, only the 25-30 years old group was used for comparison purposes. The data for this study consists of 5 percent of the population claiming Job Search Allowance. Results from both Linear Probability and Logit specifications were not significantly different. It should be noted that about 75 percent of participants in New Deal are men, a significant factor that affected the estimation of a broad program effect include finding an appropriate control group for comparison purposes in respect to women, given that 25-30 years old behave systematically different to 19-24 years old. 

In the pilot phase, the study compared those eligible for the New Deal under the age criterion living in a Pathfinder area to those living in all non-Pathfinder regions, after four months participation in New Deal it was found that men were 11 percent more likely to enter employment of which 5.7 percent of participants enter employment via a subsidies option with a pure net impact of 5.3 percent.
 It was found that these results are robust. When compared to a matched sample of people living in non-Pathfinder regions New Deal Participants are 13.4 percent more likely to enter employment. Compared to the group aged 25-30 it was 10 percent more likely and compared against the 31-40 age group living in path finder areas it was 15.9 percent. The results for the national roll out were slightly less optimistic, with net impact of 5.3 percent when compared with the control group of 25-30 year olds. This includes the 3.9 percent of participants who entered subsidised employment.
 The results for impact on women are less precise due to the factors outlined previously where estimates suggest a net impact 6.1 percent net outflow rate with around 4.8 percent entering subsidised employment option.

To determine if there was a significant substitution effect, people who were ineligible to participate in the New Deal living in Pathfinder regions were compared to those ineligible but living in non-Pathfinder regions. Their employment outcomes were not significantly different, hence there is little evidence to suggest that the gains in employment outflow was at the expense of non-participants. 
The quality of jobs that the program is providing could also be assessed by looking at how long people stay in the job. When the results are revised so that an employment outcome is defined based on exit to a job that lasts for over 13 weeks, the marginal impact of the New Deal is 4.5 percent. This also indicates that there is little evidence of a churning effect, where employers replace a subsidized employee with another to take advantage of the cheap labour.
This may contradict some of the research findings on active labour market programs in the U.S. One explanation is the difference in the demographics of the groups being treated. US schemes are targeted are severely disadvantaged youths and the groups treated tend to be females with children.
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MARGINAL IMPACT-WORK FOR THE DOLE TC "4.4
MARGINAL IMPACT-WORK FOR THE DOLE" \f C \l "2" 
In an internal review of Work for the Dole, it was found that for the month of August 1999, around 30 percent of Work for the Dole participants achieved an off benefit outcome compared to 17 percent by the matched comparison group. Meaning the Work for the Dole program produced a net impact of 13 percent.
 The net impact of Work for the Dole was most significant at just under 20 percent for those who had been on benefits for 6 to 11 months prior to commencing Work for the Dole.
 It should be noted that a small number of participants aged between 25 and 34 may be included when Work for the Dole was extended to cover this group in July of 1999. Off benefit outcomes are registered through the welfare payment system which limits sampling error or potential non response bias. The impact of demographic factors such as educational attainment, disability and aboriginality were found to be negligible in prior departmental studies and sensitivity analysis controlling for these factors showed that these results were robust.
An independent study on Work for the Dole focused on the pilot phase between November 1997 and June 1998 was found to be more appropriate for comparison purposes. The benefit of this study is that since July 1998, Work for the Dole became an activity under Mutual Obligation. Given that after this period, job seekers can choose to participate in Work for the Dole voluntarily or be forced to by Centrelink if they are not engaged in another Mutual Obligation activity (refer to figure 6). The latter condition implies that any sample compiled will not be random, as it is reasonable to assume that job seekers with a relatively lower probability of entering the labour markets would be captured by Work for the Dole and there is a high probability of selection bias during this subsequent period. Furthermore, Newstart allowance covered all income support recipients before the introduction of Youth Allowance in July 1998 for recipients aged 18 to 24. Other problems associated with the net impact study relate to the selection of the comparison group, it relates to the fact that some Work for the Dole participants who had left unemployment benefits before hand were being compared to non-participants who were all still claiming unemployment benefits in August 1999.
A 20 percent sample from the database maintained by the Department of Family and Community Services Longitudinal Administrative Data Set was analysed. The treated group consists of 888 job seekers who were identified to have participated in the Work for the Dole program between November 1997 and June 1998. 45.6 per cent were between the age of 18 and 20 with the remaining participants being aged between 21 and 24. More importantly, for comparative purposes with the New Deal study examined earlier, we find that 65.43 percent of Work for the Dole participants were male and only 4.5 percent had children. To construct a control group for comparison purposes, an exact matching process was used based on the following variables:
1. Payment spell duration

2. The quarter when participant commenced Work for the Dole
3. Age (18-20 or 21-24) 
4. Gender

5. Country of Birth (Australian born, English speaking born, non-English speaking born)

6. Marital status

7. Unemployment payment history over previous 12 months

8. Rate of Unemployment in ABS Labour Force Region

This method found 802 matches between a Work for the Dole participant and a control group observation. The main finding is that the Work for the Dole had an adverse effect on participants. It was found that 4 months after commencing Work for the Dole, 19 percent of participants left unemployment benefits compared to 29 percent of non-participants exiting Newstart Allowance. This equates to a difference of 10 percent, with the peak difference of 12.1 percent 6 months after participating in Work for the Dole. However, by the 18 month there is a slight reversal with the gap narrowing to 8.9 percent. The gap in exit rate from benefits is most obvious during the first six months when participating in one of the Work for the Dole projects but there is only a partial catch up at the conclusion of a 6 month program.
 
Referral or compliance effects are often sited as a factor that pushes benefit recipients into employment in order to avoid compliance but would lead to underestimation of a programs net impact. Using difference-in difference comparison method, significant differences in outflow rate from payments between different Labour Force Regions that have different rates of Work for the Dole participation could indicate the presence of referral effect. But there was no statistical evidence of a referral effect at the 10 percent significance level.
 Furthermore, there was no evidence to suggest that pilot phase projects were implemented into localities based on past labour market conditions.
There are three potential explanations for the adverse impact of Work for the Dole uncovered. Firstly, participation in the Work for the Dole Program may adversely affect the level of job search activity by participants where involvement in the program was viewed as a job itself and results in diminished job search effort. This is evident in the large gap in outflow rate that is observed during the six months after commencing Work for the Dole. Secondly, Work for the Dole is only intended to provide work experience rather than training which does little to build human capital and a participant’s employability. Thirdly, participation in Work for the Dole may create a stigma effect that flags a negative signal to potential employers, as the 8.9 percent difference in outflow rate persists even 18 months after commencing Work for the Dole.

It should be noted there have also been other major changes to the Work for the Dole program since its inception in 1997. In the beginning of 2000, projects available for Work for the Dole participants were provided by sponsors who had to be not-for-profit organisations.  Essentially, the project management was contracted out to organisations known as Community Work Coordinators in charge of finding appropriate sponsors and supervising the projects. Another important change has been the introduction of training credits alluded to earlier, which would cover the cost of attaining relevant qualification and training. The impacts of these changes have been incorporated in the cost analysis.

4.5
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The major assumption when making cross-country comparison of labour market programs is that the net impact of the treatment found in the UK study would have similar influence in the Australian context. In this case, the obvious point of similarity is that the programs are treating job seekers who have been receiving benefits for six months and are at risk of long-term unemployment. We find that both programs treated a significantly higher proportion of men than women. Most importantly, the outflow rates from unemployment in both countries were relatively similar in the absence of each program. In Australia, around 55 percent of claimants who did not participate in Work for Dole leave Newstart allowance by the 10th month after entering benefits. For the first quarter of 1997, one year before the New Deal was introduced in the UK, the outflow rates in pilot phase areas were just over 50 percent and 54 percent in non-pathfinder regions. Hence, in the absence of New Deal and Work for the Dole, it can be assumed that the employment prospects of youths in both nations are roughly comparable which allows for a comparison of the net impact of these programs.
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We can compare the relative cost effectiveness of the New Deal to the Work for the Dole based on the estimated net impact each of these programs had on outflows to employment, by accounting for the direct costs and computing the savings associated with these programs by the way of reduced welfare payments over a 10 year period for each employment outcome achieved. Table 2 outlines the basic elements upon which our comparative analysis is built.
For illustrative purposes, our cost benefit analysis focuses on the projected outcomes that would have been achieved if the New Deal was implemented in Australia relative to the results achieved by Work for the Dole during the pilot phases of each program. Hence, only the estimates of the marginal impact of the New Deal and Work for the Dole within the pilot phase of each program would be used, such that we have a common basis for comparison.
For the pilot phase of the Work for the Dole, the marginal impact of the program reduced the likelihood of entering employment by 10 percent four months after starting the program. On the other hand, New Deal for the Young was found to produce a net positive outflow rate of 4.5 percent four months after entering the New Deal. The difference between the net impact of Work for the Dole and what was achieved by the New Deal is approximately 14.5 percent. This means that if the New Deal for the Young for the pilot phase was in place rather than the Work for the Dole. Assuming that we are dealing with the sample of 888 participants in Work for the Dole during the pilot phase, we estimate that an additional 128 people would have achieved an off-benefit outcome.
Table 2: Outcome Summary

	
	Work for the Dole
	New Deal for the Young

	Total Cost 1997-2001

$A (million)
	$232.05
	$1,751.974


	Number of participants between 1997-2001
	123,169
	638,800


	Number of people who have gone into sustained unsubsidised jobs for the period (1997-2001)
	N/A
	257,100


	Cost per participant
	$1,888.99
	$2,742.60

	Cost of per off-benefit outcome
	$11,500
	$16,552.08


	Net impact
	-10%
	4.5%


As of 2006, Newstart Allowance payments for a single person without children accrue to $10,675 per annum paid fortnightly. This is the long-term cost to society of supporting someone who is unemployed, which excludes the higher health costs associated with people who endure sustained unemployment and other social costs that place a burden on the rest of society. 
The Work for the Dole program produced an off-benefit outcome at an average cost of $11,500, which is cheaper than the New Deal which costs an equivalent of $16,552. The difference of $5,052 is the additional cost of implementing the New Deal for Young People in Australia over what is already being spent on Work for the Dole. Treating 888 participants with the New Deal program would cost an additional one off additional payment of $4,486,176.
In terms of reduced welfare payments for the additional 128 participants who would have left the program, outlays would decrease by just over $1.37 million one year after the program, when we discount this value assuming 2 percent inflation it is worth $1.35 million. The benefit of reduced welfare outlays alone would outweigh the initial cost of implementing the more expensive program in just four years. If we extrapolate these results over a ten year period, a saving of $7.86 million dollars could be achieved. To test the sensitivity of these results with respect to the difference in net outflows produced by the two programs we find that from a ten year perspective, the New Deal is still more cost effective than Work for the Dole given a difference of just 5.5 percent in net impact (Table 3). 
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By examining the net impact each program had on outflow rates from unemployment benefits and accounting for the direct costs of each program with respect to changes in benefits payable, there is evidence to suggest that the New Deal was a more economically effective labour market program from a medium and long-term perspective. We see that the long-term nature of the benefits in the form of reduced welfare dependency would outweigh the initial costs associated with implementing a more effective labour market program.
In broader terms, there is reason to argue that active labour market programs need not produce double digit off-benefit outcome rates to be economically sustainable. Hence, when determining whether a new initiative should be implemented, the most significant factor may in fact be whether a program would have a positive impact and less weight should be attached to the magnitude.
Though we have compared the net impact of the New Deal and Work for the Dole and found that the former outperformed the latter in terms of outflow rates. There are elements that remain unanswered, such as which aspect of each program was the determining factor of overall success and what caused the difference in outcomes achieved. Furthermore, it should be noted that the New Deal constitutes a complete package applicable across the whole eligible population while Work for the Dole is now functioning as only a small part of the Job Network system.
Even so, the finding in this report shows the limitation of active labour market programs focused solely on developing human capital as a mechanism for getting people back into the labour market. There are still a significant number of youths who are in need of more comprehensive assistance due to various barriers such as mental illness and the lack of stable domestic environment. Hence, the relevance of programs such as the Gateway Project by Jesuit Social Services, which engages “at risk” youths who need more than job search training. Most important is the need to acknowledge that there is a group whose members are in need of intensive on-going assistance that can help them build social connectedness and economic independence.
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Appendix 1: Australian Unemployment Rate

	Date
	UNN (%)
	Date
	UNN (%)
	Date
	UNN (%)
	Date
	UNN (%)

	Jan-92
	10.6
	Jan-95
	8.9
	Jan-98
	8
	Jan-01
	6.5

	Feb-92
	10.8
	Feb-95
	8.7
	Feb-98
	8.1
	Feb-01
	6.9

	Mar-92
	10.8
	Mar-95
	8.5
	Mar-98
	8.2
	Mar-01
	6.8

	Apr-92
	10.8
	Apr-95
	8.4
	Apr-98
	7.7
	Apr-01
	7.1

	May-92
	11.1
	May-95
	8.7
	May-98
	8
	May-01
	7

	Jun-92
	11.3
	Jun-95
	8.6
	Jun-98
	8.3
	Jun-01
	7.1

	Jul-92
	11.6
	Jul-95
	8.5
	Jul-98
	8.3
	Jul-01
	7.2

	Aug-92
	11.2
	Aug-95
	8.5
	Aug-98
	8.2
	Aug-01
	7.2

	Sep-92
	11.2
	Sep-95
	8.6
	Sep-98
	7.9
	Sep-01
	7.2

	Oct-92
	11.5
	Oct-95
	8.7
	Oct-98
	7.6
	Oct-01
	7.4

	Nov-92
	11.6
	Nov-95
	8.5
	Nov-98
	7.9
	Nov-01
	7.2

	Dec-92
	11.7
	Dec-95
	8.3
	Dec-98
	7.6
	Dec-01
	6.9

	Jan-93
	11.4
	Jan-96
	8.7
	Jan-99
	7.5
	Jan-02
	7.1

	Feb-93
	11.6
	Feb-96
	8.4
	Feb-99
	7.5
	Feb-02
	6.9

	Mar-93
	11.2
	Mar-96
	8.6
	Mar-99
	7.1
	Mar-02
	6.8

	Apr-93
	11.4
	Apr-96
	8.6
	Apr-99
	7.3
	Apr-02
	6.7

	May-93
	11.5
	May-96
	8.3
	May-99
	7.3
	May-02
	6.6

	Jun-93
	11.5
	Jun-96
	8.3
	Jun-99
	6.9
	Jun-02
	6.5

	Jul-93
	11.3
	Jul-96
	8.3
	Jul-99
	6.9
	Jul-02
	6.3

	Aug-93
	11.4
	Aug-96
	8.7
	Aug-99
	7.1
	Aug-02
	6.5

	Sep-93
	11
	Sep-96
	8.6
	Sep-99
	7.1
	Sep-02
	6.4

	Oct-93
	11.2
	Oct-96
	8.8
	Oct-99
	7
	Oct-02
	6.2

	Nov-93
	10.9
	Nov-96
	8.5
	Nov-99
	6.6
	Nov-02
	6.3

	Dec-93
	10.8
	Dec-96
	8.5
	Dec-99
	6.9
	Dec-02
	6.5

	Jan-94
	10.6
	Jan-97
	8.5
	Jan-00
	6.6
	Jan-03
	6.4

	Feb-94
	10.6
	Feb-97
	8.7
	Feb-00
	6.4
	Feb-03
	6.2

	Mar-94
	10.6
	Mar-97
	8.7
	Mar-00
	6.6
	Mar-03
	6.1

	Apr-94
	10.3
	Apr-97
	8.6
	Apr-00
	6.4
	Apr-03
	6.3

	May-94
	10
	May-97
	8.6
	May-00
	6.4
	May-03
	6.2

	Jun-94
	10
	Jun-97
	8.4
	Jun-00
	6.4
	Jun-03
	6.2

	Jul-94
	9.5
	Jul-97
	8.7
	Jul-00
	6.3
	Jul-03
	6.1

	Aug-94
	9.4
	Aug-97
	8.5
	Aug-00
	6.4
	Aug-03
	5.9

	Sep-94
	9.3
	Sep-97
	8.5
	Sep-00
	6.3
	Sep-03
	5.7

	Oct-94
	9
	Oct-97
	8.3
	Oct-00
	6.4
	Oct-03
	5.7

	Nov-94
	9.1
	Nov-97
	8.4
	Nov-00
	6.6
	Nov-03
	5.4

	Dec-94
	8.9
	Dec-97
	8.2
	Dec-00
	6.6
	Dec-03
	5.5

	
	
	
	
	
	
	
	

	Date
	UNN (%)
	Date
	UNN (%)
	
	
	
	

	Jan-04
	5.5
	Jan-06
	5.2
	
	
	
	

	Feb-04
	5.7
	Feb-06
	5.2
	
	
	
	

	Mar-04
	5.5
	Mar-06
	5
	
	
	
	

	Apr-04
	5.5
	Apr-06
	4.9
	
	
	
	

	May-04
	5.4
	
	
	
	
	
	

	Jun-04
	5.6
	
	
	
	
	
	

	Jul-04
	5.5
	
	
	
	
	
	

	Aug-04
	5.6
	
	
	
	
	
	

	Sep-04
	5.5
	
	
	
	
	
	

	Oct-04
	5.2
	
	
	
	
	
	

	Nov-04
	5.2
	
	
	
	
	
	

	Dec-04
	5
	
	
	
	
	
	

	Jan-05
	4.9
	
	
	
	
	
	

	Feb-05
	4.9
	
	
	
	
	
	

	Mar-05
	4.9
	
	
	
	
	
	

	Apr-05
	4.9
	
	
	
	
	
	

	May-05
	4.9
	
	
	
	
	
	

	Jun-05
	4.8
	
	
	
	
	
	

	Jul-05
	4.7
	
	
	
	
	
	

	Aug-05
	4.9
	
	
	
	
	
	

	Sep-05
	5
	
	
	
	
	
	

	Oct-05
	5.1
	
	
	
	
	
	

	Nov-05
	5.1
	
	
	
	
	
	

	Dec-05
	5.1
	
	
	
	
	
	


Appendix 2: Proportion of 15 to 19 year olds not in full-time education or full-time employment

	
	Males (%)
	Females (%)
	Persons (%)

	1986
	13.8
	18.2
	16

	1987
	14.1
	17.8
	15.9

	1988
	13.1
	16
	14.5

	1989
	9.7
	14.8
	12.2

	1990
	12.2
	15.4
	13.8

	1991
	15
	17.7
	16.3

	1992
	15.1
	18.8
	16.9

	1993
	16
	17.5
	16.7

	1994
	16.1
	18
	17

	1995
	13.7
	17.9
	15.7

	1996
	15.4
	17.2
	16.3

	1997
	15
	15.3
	15.2

	1998
	14.7
	16.5
	15.6

	1999
	13.5
	15.5
	14.4

	2000
	13.3
	15.3
	14.3

	2001
	14.8
	15.1
	14.9

	2002
	13.6
	17
	15.3

	2003
	13.8
	15.9
	14.8

	2004
	14.3
	16.7
	15.5


Appendix 3: Proportion of 20 to 24 year olds not in full-time education or full-time employment

	
	Males (%)
	Females (%)
	Persons (%)

	1986
	18
	38.2
	28

	1987
	17.4
	36
	26.6

	1988
	17.4
	35.5
	26.4

	1989
	14.4
	32.2
	23.2

	1990
	16.4
	31.3
	23.8

	1991
	21.8
	34.5
	28.1

	1992
	24.7
	36.6
	30.6

	1993
	25.1
	37.5
	31.3

	1994
	24.5
	35.9
	30.1

	1995
	21
	35.6
	28.2

	1996
	20.5
	35.4
	27.9

	1997
	24.2
	37.3
	30.7

	1998
	23.4
	33.7
	28.5

	1999
	21.7
	35.1
	28.3

	2000
	19.5
	30.8
	25.1

	2001
	21.5
	31.9
	26.7

	2002
	20.1
	30.8
	25.4

	2003
	21.9
	31
	26.4

	2004
	21.4
	32.2
	26.7


Appendix 4: Reasons for leaving school

	Reason For Leaving
	Male (%) N=467
	Female (%) N=328
	All (%) N=795

	I wanted to get a job/apprenticeship 
	64
	40
	54

	I was not doing well as school 
	4
	7
	5

	I wanted to do job training that wasn’t available at school
	3
	8
	5

	I didn’t like school 
	11
	15
	13

	Financially it was hard to stay at school
	0
	3
	1

	Teachers thought I should
	3
	2
	2

	To earn my own money 
	7
	5
	6

	The school didn’t offer the subjects/courses I wanted to do
	3
	8
	5

	Other reasons 
	7
	14
	10

	Total 
	100
	100
	100


Appendix 5: Total Cost of the New Deal

Total cost of the New Deal over 1997-2001: £688 million*

Average monthly exchange rate between 1997 and 2001: 0.397**

Total Cost of New Deal in $A:

Total cost of New Deal in £ divided by the exchange rate= $1.75 billion

* National Audit Office (2002), The New Deal for the Young, HC 639, 28 February 2002

** RBA

Appendix 6: Cost of per off-benefit outcome

Lower estimate: £5000#

High estimate: £8000#

Average cost of per off-benefit outcome: £6000

Cost of per off benefit outcome in $A: 

Average divided by exchange rate **=$16,552.08

# National Audit Office (2002), The New Deal for the Young, HC 639, 28 February 2002 pg 25

Appendix 7: Cost-benefit comparison

Net Present Value of reduced welfare payment t 
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Table 1 Activities that satisfy mutual obligation
	1. Training
	· Approved Language, Literacy and Numeracy Training

-referrals to contracted service providers depend on Centrelink’s assessment of an individuals need

· Defence Force Reserve

-for those aged between 18-20 years old you must complete a minimum of 200 hours over six months

-240 hours over six months for those ages between 21-24 years old

· New Apprenticeship Access Program

-minimum of 17 week duration

	2.Assistance Programs
	· Voluntary work

-home care

-working with community-based organization or clubs

-administration

-working with the frail or disabled

Note: Organisation must be community based and not for profits. Voluntary work not approved include those that may replace a paid worker or those that d not have a community focus

· Job Placement, Employment and Training

-Young people who are homeless or at risk of homelessness are the primary focus. 

-program helps young people overcome drug and alcohol abuse, sexual abuse or violence, mental health issues, leaving care or the juvenile justice system

	3. Employment and community participation
	· Community Development Employment Projects

-funded by ATSIC 

-run in rural and remote Aboriginal and Torres Strait Islander communities

-projects relate local community needs

-projects generally extend to 6-12 months

· Work for the Dole

-covers range of activities including sport, tourism and maintaining community facilities

-explained further in this report


Table 2: Outcome Summary

	
	Work for the Dole
	New Deal for the Young

	Total Cost 1997-2001

$A (million)
	$232.05
	$1,751.974


	Number of participants between 1997-2001
	123,169
	638,800


	Number of people who have gone into sustained unsubsidised jobs for the period (1997-2001)
	N/A
	257,100


	Cost per participant
	$1,888.99
	$2,742.60

	Cost of per off-benefit outcome
	$11,500
	$16,552.08


	Net impact
	-10%
	4.5%


Table 3
 Sensitivity of results
	Net Outflow Differential (%)
	1 Year
	2 Years
	3 Years
	4 Years
	5 Years
	10 Years

	14.50
	-3138614
	-1817475.25
	-522241
	747596.6
	1992535
	7860504

	13.50
	-3231550
	-2001523.58
	-795616
	386646.8
	1545728
	7009009

	12.50
	-3324485
	-2185571.91
	-1068991
	25696.93
	1098920
	6157514

	11.50
	-3417420
	-2369620.23
	-1342365
	-335253
	652112.3
	5306018

	10.50
	-3510355
	-2553668.56
	-1615740
	-696203
	205304.6
	4454523

	9.50
	-3603291
	-2737716.89
	-1889115
	-1057153
	-241503
	3603028

	8.50
	-3696226
	-2921765.22
	-2162490
	-1418102
	-688311
	2751533

	7.50
	-3789161
	-3105813.54
	-2435865
	-1779052
	-1135118
	1900038

	6.50
	-3882097
	-3289861.87
	-2709240
	-2140002
	-1581926
	1048543

	5.50
	-3975032
	-3473910.2
	-2982614
	-2500952
	-2028734
	197047.4

	4.50
	-4067967
	-3657958.53
	-3255989
	-2861902
	-2475541
	-654448

	3.50
	-4160902
	-3842006.85
	-3529364
	-3222852
	-2922349
	-1505943

	2.50
	-4253838
	-4026055.18
	-3802739
	-3583801
	-3369157
	-2357438

	1.50
	-4346773
	-4210103.51
	-4076114
	-3944751
	-3815964
	-3208933

	0.50
	-4439708
	-4394151.84
	-4349489
	-4305701
	-4262772
	-4060428


Figure 3
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Figure 4
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Figure 5
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Figure 6: Basic Pathway of an Australian Jobseeker into Work for the Dole
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Work for the Dole





No





Job placements, Employment and Training





New Apprenticeships Access Program





Voluntary work





Defence Force Reserve





Green Corps








Approved Language, Literacy and Numeracy Skills








No





Exempt from mutual obligation








Yes





Unemployed:


18-19 years old just finished year 12 claimed Youth Allowance for 3 months


18-24 years old claimed Youth Allowance or Newstart Allowance for 6 months





Are you:


eligible for Personal Support Payment


in full-time education


ill for an extended period


required to care for another 


live 90 minutes from an activity





Are you engaged in one of the following activities?
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