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FOREWORD

In the 199697 Budget, the Federal Government announced a new framework for the delivery of
labour market assistance. The new system, of which Job Network is a major element, was
implemented on 1 May 1998. Job Network was established as a national network of around 300
private, community and government organisations contracted by the Government to assist
unemployed people, particularly the long-term unemployed, find jobs. Centrelink is the gateway
to Job Network and undertakes the registration, assessment and referral of job seekers to Job
Network members. Centrelink also provides job seekers with information about Job Network and
the employment services available in their local region.

This stage one evaluation of Job Network examines the implementation of Job Network and
describes the early market experience of the significant stakeholders. The report outlines the
policy framework underpinning a contestable employment services market and begins the
analysis of the establishment of a competitive framework for employment assistance. It looks at
quality and access issues for job seekers, employers and Job Network members, and assesses Job
Network’s early efforts to attract job vacancies and to place job seekers in sustainable
employment. The report also highlights areas where improvements may be needed in the design
and operation of services and in market settings, while identifying issues for further research.

It needs to be emphasised that the evaluation is a study of Job Network as a whole and not of the
performance of the individual service providers that were part of Job Network in this first
contract period. While the first stage of the evaluation was completed around the time that the
Government made offers to organisations selected from the second tender process, the evaluation
was separate from the process for selecting these organisations.

The outcome of the second tender is expected to see further improvement in the performance and
operation of Job Network. The market will enter a period of stability over the three-year contract
period which will allow it to mature and develop further. Additionally, the emphasis on past
performance in the second tender assessment process will focus providers’ efforts on the need to
continue to provide quality services to clients and place job seekers, especially those most
disadvantaged, into employment.

The stage one evaluation is part of an evolving story, linked to later stages of the evaluation,
aimed at giving a comprehensive picture of the performance and the challenges facing the Job
Network. The current report has not attempted to comment in any detail on the efficiency and
effectiveness of Job Network. Those issues will be analysed in the stage two (progress) and stage
three (effectiveness) evaluations when more robust evaluative data are available.
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Executive summary

Executive summary

Background

In the 1996-97 Budget, the Federal Government announced a new framework for the delivery of
labour market assistance. The new system was implemented on 1 May 1998.

The reforms involved:

e The integration of the key employment assistance functions, performed by the then separate
Commonwealth Employment Service (CES) and Department of Social Security, to offer job
seekers a single delivery point for accessing employment services, known as Centrelink.

e The development of a contestable market for publicly funded employment placement
services, known as Job Network. This involved establishing a national tender process for the
delivery of labour market services. Successful tenderers included government, private and
community organisations.

e A continuum of assistance available to job seekers according to their level of disadvantage.
Access to this assistance is mostly through Centrelink.

The Job Network represents a move to a much more flexible system for delivering employment
assistance. In announcing these reforms in 1996, the Government’s four key objectives were to:

e Deliver a better quality of assistance to unemployed people, leading to better and more
sustainable outcomes.

e Target assistance on the basis of need and capacity to benefit.

e Address the structural weaknesses and inefficiencies inherent in previous arrangements for
labour market assistance, and to put into effect the lessons learnt from international and
Australian experience of labour market assistance.

e Achieve better value for money.

To put the reforms into place, the Government changed the delivery mechanism for income
support and cashed out a number of existing labour market programs. Job brokerage delivered
through the CES was also replaced with an outsourced job-matching service.

The major changes introduced under Job Network included:

e The establishment of Centrelink in 1997 as the service delivery agency that offers self-
service access to job search facilities, conducts assessments of labour market disadvantage
using an enhanced profiling system (the Job Seeker Classification Instrument) and refers job
seekers to Job Network members.

e Contestability in the delivery of employment services.

e Replacement of labour market programs and case management services with three key
employment services, Job Matching, Job Search Training and Intensive Assistance;
establishment of New Apprenticeships Centres, a service providing one-stop integrated
support to employers; and the continuation of the New Enterprise Incentive Scheme (NEIS),
which provides training and financial support to job seekers wanting to set up their own
businesses.



Executive summary

e A Community Support Program for job seekers with severe barriers to employment that
mainstream assistance services can not address.

e Project Contracting to provide employees for the seasonal harvests. This element of Job
Network is not covered in this report.

When Job Network was implemented in May 1998, more than 300 private, community and
government organisations began offering a range of employment services from over 1400 sites
across Australia. This was a considerable increase in the number of sites that had offered
employment services under the previous labour market assistance arrangements. At 30 June 1997
there were almost 700 outlets delivering labour market related services to job seekers, including
293 CES regional and branch offices and 321 contracted case management organisation outlets.

Evaluation methodology

This report is the first stage of an evaluation strategy endorsed by the Government in December
1996 and focuses on the implementation of Job Network and early market experience. The key
issues for the overall evaluation are effectiveness, efficiency, quality of services and access.
These criteria will be applied through the three stages of the evaluation. An additional evaluation
issue—specific to Job Network—is market development, which carries potential impacts on all
of these criteria.

The stage one report addresses access and quality of services. Only limited data on outcomes
have been available, so this report does not examine the effectiveness of Job Network in securing
sustainable employment for job seekers, nor the extent to which Job Network delivers value for
money. This report covers the first 17 months of Job Network.

Main findings

Overall, stage one of the evaluation found that Job Network was implemented well and appears
to be operating successfully. This was achieved in the context of large-scale changes to the
provision of employment services. While it is too early to comprehensively measure the impact
of Job Network on the employment prospects of job seekers, particularly disadvantaged client
groups, early performance information in terms of commencements and placements, service
quality and (job) outcomes are encouraging:

e In the first 17 months of Job Network, large numbers of job seekers have been assisted.
Placements under Job Matching averaged 26 500 per month in the six months to September
1999. Commencements in Job Search Training and Intensive Assistance were around 4000
and 20 000 per month respectively.

e Quality of service to job seekers appears to have improved with the implementation of the
Job Network. Job seekers rated the new arrangements as better at providing a professional
service, paying attention to individual needs and in terms of being treated like a person rather
than a number. The Job Network was also rated as better at improving job seeker chances of
getting a job and at having a large range of suitable jobs. Employers rated Job Network as
better than the CES on many aspects of service—in particular, for providing a quick,
individually tailored service to employers and for showing an understanding of the
commercial environment.

e A preliminary assessment of cost effectiveness is available for Job Search Training. Job
outcomes compare favourably to those achieved by the former labour market program, Job
Clubs, and training is delivered at about half the cost-per-job. Three-month post-assistance
job outcomes were 37% for Job Search Training, compared to 25% for Job Clubs. The unit
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cost and cost-per-job outcomes for Job Search Training were estimated to be $418 and $1130
respectively. The corresponding costs for Job Clubs were $625 and $2500.

By the end of the first contract period, Job Network had made substantial progress towards a
competitive market. Developments for the second tender round will ensure that this progress
continues.

The evaluation has identified some areas where the Job Network’s operation could be improved.
These centre mainly on equity of access to Job Network, particularly for indigenous job seekers,
and in balancing quality service and flexible delivery. Choice-driven competition would benefit
from further development of a culture of informed choice for employers and job seekers.

The evaluation also suggests that further work is required to assess whether the Intensive
Assistance fee structure is clearly operating as an incentive to providers to pursue cost
effectiveness and equity of outcomes for all job seekers accessing this service.

Detailed findings

Setting up the market

The transition to Job Network involved unprecedented changes to the delivery of labour market
assistance. It included winding up the CES and cashing out most of the previous labour market
programs, undertaking Australia’s largest ever employment services tender, setting up Centrelink
and a corporatised public employment enterprise (Employment National) and communicating
these extensive changes to the general public. At the same time, income support and services to
job seekers and employers had to be maintained.

The probity adviser and the Australian National Audit Office reported favourably on the conduct
of the tender process for setting up the market. The Audit Office findings also noted that
measures were put in place to manage the risks to implementation from market failure and unfair
advantage. In particular, the Audit Office concluded that the steps taken to reduce the risk of
unfair advantage for potential tenderers and the lessons learnt from this tender process act as a
guide for future contracting out exercises in the Australian Public Service.

Limited changes were made during Job Network’s first 17 months of operation, and these mainly
affected Job Matching. The changes included the decision in August 1998 to open Job Matching
to most job seekers not on income support.

Accessing Job Network

Job seeker satisfaction with the Centrelink registration process was 75% in March 1999, similar
to the level a year earlier (78%). In qualitative research, a common view held by job seekers was
that they did not fully understand what employment services were available and they reported
frustration with the duplication of information required to access income support and
employment services. Centrelink is currently developing an electronic form designed to support
once-only collection of data. Young job seekers not in receipt of income support had a lower
level of satisfaction with the registration process. It appears that the number of youth registering
with Centrelink who are not eligible for income support declined with the introduction of Job
Network. Centrelink staff and Job Network members interviewed in qualitative research were
concerned that young job seekers’ contact with employment services had been reduced with the
introduction of the Youth Allowance (at the same time as Job Network).
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The Job Seeker Classification Instrument (JSCI) is used to identify job seekers for referral to
Intensive Assistance. The profile of job seekers identified in need of Intensive Assistance or
special needs assessment aligns closely with expectations. A post implementation review of the
JSCI showed that the majority of job seekers were classified accurately through the JSCI. The
review also identified areas for improvement and finetuning. Concerns with some aspects of the
application of the JSCI were raised in a survey of Job Network members and in qualitative
research for the evaluation. These need to be understood in the context of providers’ expectations
of the JSCI. Concerns are being addressed through implementation of recommendations from the
post implementation review.

In qualitative research, the computer systems (Integrated Employment System [IES] in
particular, but also the Income Security Integrated System) were criticised by Job Network
members and Centrelink staff. In relation to IES, there were criticisms of data quality and system
functionality. While changes have been made, users felt the system could be further improved if
it was made more user-friendly and allowed for easier input and extraction of information. Work
on refining the IES functionality is continuing through the Job Network Information Technology
Working Group and the Systems Integration Strategic Committee.

Job Matching

Job Network vacancies lodged each month on Australian Job Search have increased from 50 700
in September 1998 to 69 800 in September 1999.

Job Network was used by 38% of employers to lodge vacancies and recruit staff in the 12
months to June 1999—this compares to 32% of employers using the CES in 1997 (although it
should be noted that at this time the CES was winding down). Job Network is the third most
common recruitment method (the most common method being newspaper advertisements
followed by head-hunting). The most common reason employers gave for not having used Job
Network was that they were content with their current methods of recruitment and saw no need
to change. Employers also reported that they had sufficient numbers of applicants approaching
them and they did not need to use active recruitment methods.

Job placements through Job Matching reached almost 30 000 in September 1999. Seventy-eight
per cent of these went to the initial Job Network eligible target group (that is, income-support
recipients, participants in Community Development Employment Projects and youth), while
22% went to job seekers eligible for Job Matching only (that is, adult job seekers not receiving
income support).

Overall, 80% of employers who used Job Network thought that the service and assistance they
received was of high quality. Moreover, the group of employers using the Job Network includes
many who were not recent users of the CES—60% of Job Network users had not used the CES
in the year prior to its cessation.

Job Network was rated significantly better than the CES at sending job applicants who were
interested in the job (70% compared to 46% under the CES in 1997). In spite of this
improvement, 20% of employers thought that Job Network members did not send the type of
applicants they needed.

The overall level of satisfaction with Job Matching services for all job seekers who have enrolled
with Job Network members was 79%. The main reason for job seeker dissatisfaction with Job
Matching services was a lack of sufficient assistance in finding employment (44% of those who
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were not satisfied). It should be noted that job seekers who are provided with self-help facilities
often do not recognise these as a service.

Job Search Training

After completing Job Search Training, 76% of participants considered they had improved job
prospects. Around 37% were employed three months after participation in Job Search Training.

Early data also suggest that Job Search Training is relatively cost effective. Job Search Training
has similar objectives to the former labour market program, Job Clubs, but delivers training at
about half the cost-per-job.

Recruitment of participants to Job Search Training has fallen short of expectations. At the end of
September 1999, Job Search Training providers were operating at 74% of pro-rated contracted
capacity. The introduction of the accelerated referral system has had a negligible effect on the
level of commencements. Qualitative research suggests that commencements could be improved
by Job Network members providing more information to job seekers and Centrelink. It was
suggested that Job Search Training needs to be offered earlier while job seeker motivation is
high and workplace experience is current. This has been factored into recent changes to
eligibility criteria that halve the time before job seekers can volunteer for Job Search Training.

Intensive Assistance

Job seekers judge Intensive Assistance favourably. Eighty-one per cent of job seekers agreed that
the service and assistance they received through Intensive Assistance was of high quality. Job
seekers agreed that their provider was always available when they needed them (88%), gave the
right kind of encouragement and support (83%), did all they could to help (85%) and took their
special needs into account (79%).

Post program monitoring undertaken three months after leaving Intensive Assistance shows that
for job seekers who left assistance up to the end of September 1999, around 43% were in a job
(37%) or studying.

The early nature of these Intensive Assistance data and the fact that effectiveness measures have
yet to be derived mean that comparisons with other forms of employment assistance should be
treated cautiously. That said, early outcomes data for Intensive Assistance compare favourably to
data for case management outcomes. Of job seekers who commenced Intensive Assistance
between May and July 1998, 23% were either off income support or on reduced-rate allowance
13 weeks after placement in employment or study, compared to 16% of job seekers commencing
case management during 1995.

While there are reasons to be optimistic about the performance of Intensive Assistance, it is not
clear that all the design features are functioning to the extent that may be possible. These include
job seeker driven competition and the incentives in the fee structure:

e The feasibility of using job seeker choice as a means of improving provider performance was
limited in the first contract period by a lack of comparative performance information given
the establishment of a new market and the need to: encourage providers to invest the
necessary resources; reduce the risk of provider failure; and ensure that job seekers
participate where they do not choose a provider. Other mechanisms such as competitive
tendering, service standards and quality audits contribute to improving provider performance.
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e At this stage of the evaluation and in the early days of the market, it is not possible to
establish whether the fee structure is clearly operating as an incentive to providers to pursue
cost effectiveness and equity of outcomes for all job seekers.

Community Support Program

Between May 1998 and September 1999, 23 500 job seekers received a special needs
assessment. Of these, 60% were subsequently referred to the Community Support Program and
15% were referred for Intensive Assistance.

While only a limited number of stakeholders have been consulted so far in the evaluation, most
were positive about the Community Support Program. They considered the program to be of
value because it allowed participants time and space to step away from the requirements of job
seeking in order to address underlying barriers to employment. The main criticism of the
program concerned its level of funding, which was considered insufficient to access some local
services such as counselling or interpreter services.

New Enterprise Incentive Scheme

In the first 17 months of Job Network, more than 8800 job seekers received assistance to set up
their own businesses through the New Enterprise Incentive Scheme (NEIS).

Results of the job seeker satisfaction survey showed that 93% of NEIS participants considered
that participation in NEIS had improved their chances of successfully running their own business
and 90% also felt that the services and assistance they had received were of a high quality.

New Apprenticeships

Apprentice and trainee commencements have increased from 60 000 in 1994-95 to 125 100 in
1997-98 and 189 600 in 1998-99. The number of apprentices and trainees in all age groups has
increased with the greatest proportional increases in the 25 years and over group. Since 1996-97,
there has been a rise in the proportion of females and a fall in the proportion of indigenous job
seekers in apprenticeships and traineeships.

The industry groupings with the highest proportion of apprentices and trainees are wholesale and
retail trade (20%), property and business services (18%) and manufacturing (14%).

Sixty-three per cent of employers, surveyed in June and July 1999, were not aware of New
Apprenticeships Centres and 20% of employers who had used a New Apprenticeships Centre did
not understand their role, suggesting the need for further marketing, which has now commenced.

Eighty-two per cent of employers who had recruited an apprentice or a trainee reported that they
were satisfied with the service from New Apprenticeships Centres, while 13% said they were
dissatisfied. Eighty-one per cent of employers said they would use the same centre again.

Breaching and compliance

The activity test is a means to enforce job search requirements and participation in active labour
market assistance. The scope of this evaluation is to consider the role of Job Network members
in the application of the activity test. A broader evaluation of the activity test is being undertaken
by the Department of Family and Community Services.

Between July 1998 and August 1999, 97 700 activity test breach recommendations were made
by Job Network members. Of these, Centrelink applied 43%. Breaches are not applied for a
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variety of reasons—the main ones being because the job seeker provided Centrelink with
sufficient evidence to support their claim (34%) and insufficient documentation was provided by
the Job Network member (13%). The rate of breach recommendations remained fairly constant
(between eight and nine per 1000 job seekers) between October 1998 and May 1999. The rate
was almost 14 per 1000 in August 1999. Most breach recommendations are because job seekers
do not turn up to the provider they have been referred to.

Some Job Network members in qualitative research reported that they are reluctant to
recommend a breach because of the administrative burden involved, the potential this has for
interfering with the relationship they have developed with the job seeker and lack of feedback
from Centrelink on the reasons breach recommendations are overturned. Regarding feedback, it
should be noted that Privacy Act requirements restrict the amount of information that can be
passed to Job Network members. Initiatives to address concerns about the administrative burden
and complexity of breaching are underway. They include a joint agency study of the process at
some Centrelink sites, seminars for Job Network members conducted by Centrelink and a quality
assurance project.

Broader issues

Disadvantaged job seekers under Job Network

One of the key objectives of Job Network is to target effective assistance to job seekers on the
basis of need and capacity to benefit. Given the extent of change, an important test of the success
of formulating and implementing a system that will achieve this goal is to examine how
disadvantaged groups have fared (job seekers from a non-English-speaking background, job
seekers with a disability, young and older job seekers, and indigenous Australians).

Job seekers from a non-English-speaking background were generally more satisfied than other
job seekers with the services from Centrelink and Job Network members. However, this group
was somewhat more critical than other job seekers of the ability of Job Network members to take
clients’ individual needs and circumstances into account. Further research should assess, in
particular, whether it is appropriate to use the Community Support Program to address language
or English literacy problems.

Satisfaction with Centrelink was above average for job seekers with a disability, while their
satisfaction with all Job Network services was similar to the average. Selection rates for
Intensive Assistance for job seekers with a disability were above average. This is expected given
their greater level of disadvantage compared to all Job Network eligible job seekers.

Young people appeared more satisfied than other job seekers with Centrelink services, although
qualitative research reveals that young job seekers are more confused about the services and
obligations associated with Job Network and are less likely to complain than older job seekers.
Young people were more critical than other job seekers when surveyed about the level of
information Job Network members provided on their rights and responsibilities and relevant
rules and regulations. The rate of assessment and the rate at which youth are selected for
Intensive Assistance are below that for other job seekers. These trends may partly be explained
by the fact that participation is voluntary for young people not on income support.

Older workers’ satisfaction levels with employment services were similar to those of other job
seekers, although many thought that they could be better marketed by Job Network members to
employers who they perceive to be reluctant to take on job seekers older than 45. In qualitative
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research, some older workers expressed concern about the appropriateness and content of some
Job Search Training courses.

Compared to other job seekers, indigenous Australians were less likely to have been assessed.
Those who have been assessed had a high rate of selection for Intensive Assistance, but many
referred to Intensive Assistance did not commence. For indigenous Australians who participate
in Intensive Assistance, concerns have been raised in qualitative interviews with Job Network
members, Centrelink staff and indigenous job seekers about the quality and type of assistance
delivered.

The Government has responded to concerns about indigenous job seekers’ access to employment
services by introducing a number of reforms, including the Indigenous Employment Policy (in
July 1999), changes to Job Network in the second tender round and new initiatives for
Centrelink.

Progress on implementing the reform principles

While this report has focused on the implementation of Job Network and the experiences of
stakeholders, it has also started consideration of some of the broader issues about building a
competitive market. The principles that underpin the reforms include integration of income
support and labour market assistance, targeting job seekers at risk of remaining unemployed
(discussed above), flexibility in service delivery, contestability through competitive tendering,
local choice-driven competition between multiple providers, and performance-based funding that
rewards desirable outcomes.

Establishment of Centrelink achieved integration of income support and access to labour market
assistance; the Government did not pursue integration of the delivery of employment services.
The evaluation found that some job seekers and some employers did not fully understand how
Job Network operates or the full range of the services available. However, this needs to be
viewed in light of the magnitude of the changes undertaken and the early stage of market
development.

Eligibility restrictions ensure limited resources are targeted to job seekers most in need.
Devolution is a key element of allowing providers the flexibility appropriate to meeting job
seeker needs. However, because providers make judgments about how much assistance to
provide this can affect equity and quality of service to job seekers.

Flexibility also means that Job Network members can pursue innovative ways of assisting job
seekers, particularly in Intensive Assistance. Flexibility, however, needs to be balanced against
ensuring sufficient accountability for expenditure and equity of servicing, particularly for hard-
to-place job seekers. This balance is pursued in Job Network through a range of contractual
provisions, quality assurance processes, rigorous performance monitoring arrangements and a
complaints mechanism.

The open tendering process resulted in a substantial increase in the number of sites and range of
providers of employment services compared to previous arrangements. Employers and job
seekers can make their own choices about providers. This practice will improve over time, with
the release of performance information and increasing familiarity with the process of choosing.

Use of outcome payments provides incentives to Job Network members in two ways. First, they
provide a financial reward and, second, they are a clear measure enabling comparison with other
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providers. This is important given the weight placed on performance in the second tender round.
Equity and value for money can be a concern in Intensive Assistance should the fee structure not
provide sufficient incentive to help the most disadvantaged. Further analysis is planned to see if
changes to the fee structure in the second tender round facilitate greater equity in service
provision.

Areas for further research

Further research is warranted on a number of broader policy issues not covered in detail in this
report. This includes examining:

e How well the current mechanisms for maintaining service quality in a competitive
environment are working. These mechanisms include service standards, use of information
on past performance in assessing tenders, the provider code of conduct, complaints
mechanisms, quality auditing, and the feedback and performance improvement processes.

e How competition and devolution impact on quality and effectiveness. For example, while
providing a strong incentive for improvements in service, competition may restrict the
amount of information sharing between providers. Furthermore, large and small providers
may have different approaches to information sharing based on their capacity to research the
most effective forms of assistance for job seekers.

e The role of Government in developing and sharing information. Given the flexibility in Job
Network for providers to trial different approaches to assisting job seekers, how can the
Government distribute this information to all Job Network members while supporting a
competitive environment?

o  Whether there are effective alternatives to the full open tender process, such as extension of
contracts for high performing providers.

e The operation of Job Network at the local labour market level in order to measure regional
variations in access, responsiveness and market development.

There are other aspects of the implementation of Job Network that may require further
examination. These include the development of relationships between stakeholders involved in
the effective functioning of an integrated employment assistance and income support system, and
the impact of performance information on job seeker choice during the second contract period. In
addition, the Department of Employment, Workplace Relations and Small Business is currently
doing further research into the type and volume of assistance provided to job seekers in Intensive
Assistance.
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Introduction

1 Introduction

1.1 The policy framework

1.1.1 Reforming employment assistance

As part of the 1996-97 Budget, the Federal Government announced a new framework (the
Employment Services Market or Job Network) for the delivery of labour market assistance in
Australia (Vanstone 1996). The changes proposed were radical and comprehensive, involving
the most significant reorganisation of labour market assistance arrangements since the
establishment of the Commonwealth Employment Service (CES) in 1946. The reforms involved:

e Changes to the delivery of Commonwealth services to job seekers, integrating key functions
performed by the separate CES and the former Department of Social Security networks into a
single national network of offices, known as Centrelink.

e The development of a fully contestable market for publicly funded employment placement
services including private firms, community organisations and a corporatised public provider
(Job Network members).

e New arrangements for the delivery of assistance to job seekers by Job Network members,
including new and more flexible forms of assistance, new approaches to the targeting of that
assistance, and significant reforms to payment and incentive arrangements for providers.

The primary objective of the reforms was to ensure that labour market assistance has a clear
focus on unsubsidised job outcomes and genuinely makes a difference to those assisted. The
Government intended clients to benefit from higher standards of service, more flexible and
customised assistance and, ultimately, better and more lasting employment outcomes.

1.1.2 Policies for growth, productivity and social cohesion

The creation of the Job Network is part of the Government’s larger policy framework for
supporting employment growth, raising productivity and strengthening social cohesion. This
framework includes:

e Workplace reform: creating flexible and fair workplaces. Workplace reform aims to
contribute to economic growth and job creation by promoting innovative and efficient
workplaces.

e Support for small business: maximising the opportunities for small businesses to grow and
create jobs. The Government’s policies are broadly targeted at improving the operating
environment for small business, reducing red tape and enhancing small business skills.

e An Indigenous Employment Policy: working with employers to generate job opportunities in
the private sector and supporting the growth of indigenous small business.

e  Mutual Obligation: encouraging self-reliance and personal responsibility amongst certain
recipients of income support. Mutual Obligation aims to encourage more active job search
and participation in activities which will improve skills and work habits and contribute to the
Australian community.

1.2 The motivation for reform

Australian governments have had considerable experience with active labour market policies.
They have devoted significant resources to labour market programs and services, and tried a
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variety of approaches including direct job creation, wage subsidies, job search assistance and
vocational training. However, the impact of these policies in Australia, as elsewhere, has often
been disappointing. In Australia’s address to the 1997 meeting of Organisation for Economic
Cooperation and Development (OECD) labour ministers, the then minister, Dr David Kemp,
explained that:

A multitude of different programs mushroomed over the years, often bewildering in their
acronyms and complexity, but few seemed to make any significant or lasting difference in getting
unemployed people back into regular employment. Increasingly, Governments came to question
what was wrong, and whether the major resources devoted to these policies were yielding fair
value for money (Kemp 1997).

The minister also explained that rather than simply cutting spending within the existing policy
framework, the Government sought improvements in efficiency and effectiveness through
structural reform.

1.2.1 The need for change

Since the 1970s, many OECD countries, including Australia, have pursued active labour market
policies. However, only relatively recently has empirical research played a leading role in
guiding policy development. In a recent OECD paper, John Martin observed that:

Much of the evaluation literature relates to the United States and Canada where there is a long-
standing tradition of evaluating labour market programs. Indeed, in both countries, there is
effectively a mandatory requirement on the public authorities to evaluate their programs. Few
European countries have carried out rigorous evaluations until recently. This unsatisfactory
situation is changing slowly, as tight fiscal constraints make it imperative to get better value for
public spending on active labour market policies (1998, p. 13).

The evaluation findings for training programs have been particularly disappointing. Rigorous
United States studies have found that some programs actually have a negative impact on
employment outcomes and that very few achieve more than a small impact (and then only for
particular client groups). Notable exceptions, such as the Greater Avenues for Independence
(GAIN) program in Riverside County California, were carefully targeted, linked to the needs of
individual local employers and emphasised immediate job placement (Riccio et al. 1994). Direct
job creation is another measure which, though widely implemented, has proved disappointing.
Martin’s research noted that ‘the evaluation literature shows fairly conclusively that this measure
has been of little success in helping unemployed people get permanent jobs in the open labour
market’ (1998, p. 21).

Australian evaluations have tended to confirm these international findings. For example, a 1993
evaluation of the SkillShare program found evidence of an impact on employment outcomes but
no evidence that training added to the effectiveness of the program (Department of Employment,
Education and Training 1993). Commenting on the program’s guidelines (which insisted on
training), the report noted that these ‘may, in some instances, actually direct resources away from
effective modes of assistance’. The evaluation went on to suggest that decisions about the type of
assistance provided would be best made at the local level, reporting that “project staff should
have the flexibility to provide the mix of assistance they judge to be appropriate’ (Department of
Employment, Education and Training 1993, p. 36).

In designing Job Network, the Government announced that it would pursue an evidence-based
approach to reform, stating that ‘the object was not merely to learn the lessons of past
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experience, but actively to search out the policy ingredients of best practice and the most
promising opportunities for structural reform’ (Kemp 1997).

1.2.2 Learning from best practice

By the early-1990s, many of the shortcomings of the prevailing regime of labour market
programs had become obvious. The 1993 Green Paper Restoring Full Employment identified ‘an
undue emphasis on meeting targets by processing clients rather than meeting their needs’
(Committee on Employment Opportunities 1993, p. 143). The paper also criticised the
complexity and lack of flexibility inherent in the system. While some of the mid-1990s reforms
tended to exacerbate these problems, others such as the introduction of contracted case
management represented promising opportunities for further reform.

The Government sought to build on the most promising features of earlier reforms and learn
from recent experience. This included:

e The role of targeting: screening and classification tools were developed as part of the
Working Nation reforms, in order to determine the level of assistance offered to each job
seeker. This meant that the most expensive forms of assistance to job seekers could be
targeted to those who were most at risk of long-term unemployment.

e The results from individualised assistance: under Working Nation the system of case
management fostered greater flexibility and a focus on the needs of individual job seekers.
Many case managers responded by shifting away from placements in vocational training
programs towards supporting job search. A report on best practice in case management noted
that ‘there seems to be a recognition that the skills most needed by job seekers to re-enter the
workforce are job search skills rather than job specific skills’ (Employment Services
Regulatory Authority 1997, p. 15).

e The difficulty of assisting job seekers who would not be able to benefit from the assistance
available: research on case management under Working Nation found that case managers
regarded a significant minority of their case load as unmanageable. While these clients may
require immediate assistance with literacy, housing, health, substance abuse or other
problems, they may not be ready to benefit from assistance which is focused on employment
outcomes in the short term. Research suggested that employment assistance should be
focused on job seekers who can benefit most from it. When it was not, the needs of the most
vulnerable job seekers were too often ignored (Department of Employment, Education,
Training and Youth Affairs 1996d).

1.2.3 Objectives of reform

Job Network represents a move to a much more flexible system for delivering employment
assistance. In making these reforms, the Government set four key objectives. These were to:

e Deliver a better quality of assistance to unemployed people, leading to better and more
sustainable employment outcomes.

e Target assistance to job seekers who need the assistance and who can best benefit from it.

e Address the structural weaknesses and inefficiencies inherent in prevailing arrangements for
labour market assistance, and to put into effect the lessons learnt from international and
Australian experience.

e Achieve better value for money (especially in a tight budgetary environment).
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The reforms sought to maximise performance on four criteria: effectiveness, efficiency,
responsiveness (quality) and equity (including access). On this basis, job seekers should receive
assistance which genuinely helps them to find and keep paid work; taxpayers should receive
value for money; job seekers should be treated professionally and with respect; and resources for
assistance should be allocated fairly, going to those who need them most.

1.3 Putting principles into practice

Emerging trends in public sector reform—including contestability, frameworks which separate
purchaser from provider, outcome-based funding and a stress on individualised assistance and
quality of service—informed the way these principles were put into practice.

1.3.1 Centrelink

In 1997, the Government established the service-delivery agency—Centrelink—to deliver a
range of government services to the public. The Government sought to make the income-support
arrangements more active by integrating the delivery of income-support payments with labour
market assistance.

The separation of access to employment services and income support in the previous labour
market assistance arrangements was considered to have limited their effectiveness. The
integration of CES and the then Department of Social Security service delivery was intended to
make a clearer link between receipt of income support and active job search. This approach was
strongly supported in the consultations undertaken on the reforms to labour market assistance
conducted in 1996 (Department of Employment, Education, Training and Youth Affairs 1996¢).
Many public submissions applauded the integrated approach which was expected to lead to
substantial improvements in efficiency and the quality of service delivery, and a reduction in the
complexity of dealing with two separate networks. It was also consistent with the findings of
OECD research (Organisation for Economic Cooperation and Development 1996).

By separating policy making and other departmental functions from service delivery, the
Government also aimed to create an organisation with a much stronger customer-service culture.
The reform created a purchaser/provider relationship between government departments and
Centrelink, intended to enable departmental policy makers to focus on results rather than day-to-
day management issues.

In countries such as the United States, governments have already carried privatisation and
contestability through to the delivery of income-support services (for example, in Wisconsin’s
W-2 initiative).! As purchasers, Commonwealth departments could decide to turn elsewhere for
the services now sourced through Centrelink. The possibility of competitors entering the market
creates an incentive for Centrelink to improve efficiency and effectiveness.

The Government was drawn to the one-stop shop concept as a way of improving service quality.
Ultimately, the shift to one-stop shops would mean that clients could access income support, job
matching and other employment services from a single office. However, this ideal was not seen
to be compatible with competition between employment-services providers at a local level. The
Government therefore chose a combination of a competitive market for employment services and
the one-stop-shop approach. Centrelink, which is akin to a first-stop shop, is responsible for
delivering income support and serves as a gateway to the Job Network.

! Wisconsin Works (W-2) combines economic support with employment and training services. Case managers under W-2 (known as financial
and employment planners) determine eligibility for W-2. A number of the agencies contracted to provide these case-management services are for-
profit companies (Wisconsin Department of Workforce Development 1999, Dodenhoff 1998).
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1.3.2 Employment services

The Government wanted to boost the effectiveness of labour market assistance while at the same
time making significant cuts to spending (Kemp 1997). The bulk of expenditure in the previous
system was tied up in the job brokerage function of the CES and in labour market programs—
two areas which the Government regarded as inefficient and/or ineffective. In pursuing greater
efficiency, the Government decided to replace the existing labour market program system and
the CES monopoly of government-funded job brokerage. They were to be replaced by a market
for employment services, with the employment department as regulator and purchaser. Four
features were built into this market in an effort to achieve greater effectiveness at lower cost:

e (Contestability: providers—including the government-owned Employment National—were
invited to tender for contracts, with most services tendered for on a price-competitive basis.
In the case of one service, Intensive Assistance, prices were fixed.

e Local competition: where the market could support more than one service provider, the
Government wanted service providers to compete for job seekers and to attract vacancies
from employers. Instead of providing funding linked to job seeker processes, the new system
tied funding to services provided to job seekers or for outcomes. Competition for job seekers
was aimed at linking viability and profitability to a provider’s responsiveness to the needs of
individual job seekers.

e Performance-based funding: the Government linked funding to results rather than process.
The new system included payments for sustainable employment outcomes as well as some
payments for service delivery.

e Flexibility: while much of the old system relied on volumes of highly prescriptive guidelines,
the Government wanted Job Network members to have a far greater degree of flexibility.
Contestability, competition and performance-based funding were intended to ensure that
services were efficient, effective and of high quality. Based on these mechanisms, there
would be little need for the purchaser to closely prescribe how the service was delivered.
Given greater flexibility, the Government expected providers to pursue more innovative
solutions to problems faced by job seekers in securing employment.

The old system was administered through a range of programs and institutional structures:
government-provided case management, contracted case management (regulated separately by
the Employment Services Regulatory Authority), individual labour market programs, the
SkillShare network and the CES. With the introduction of the Job Network in May 1998, the
major government-funded employment program and services structure was simplified to three
main components:

e Job Matching: the successor to the CES job brokerage function where providers were
intended to compete with each other for job seekers as well as for job vacancies.

e Job Search Training: a service based on the cost-effective Job Clubs model.

e [ntensive Assistance: a service providing individual assistance which embodied the pay-for-
performance approach and allows providers an unprecedented degree of flexibility in
pursuing employment outcomes. Under Intensive Assistance, two-thirds of the potential fee
for each job seeker is dependent on placement and retention in unsubsidised employment.

These three components were intended to form a continuum of assistance which directed Job
Network resources to job seekers who needed them most. The least disadvantaged job seekers
could only access Job Matching services; those who were ready for work but less likely to find it
on their own could be referred to Job Search Training; while disadvantaged job seekers who
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required assistance to become job-ready could be referred to Intensive Assistance. The services
are described in more detail in Chapters 4—6 and in Attachment A.

1.3.3 Community Support Program

Under Working Nation, the Government aimed to provide jobs or program placements for an
entire category of long-term unemployed job seekers. In implementing this policy, it became
clear that a small but significant group of people had such severe barriers to employment that
mainstream employment assistance was ineffective and frequently counterproductive. Many of
these people had barriers to employment which had to be addressed before they were able to
move onto assistance aimed at finding paid work. Such barriers could include poor mental
health, substance abuse or other personal problems. Forcing vulnerable people through a system
which focused on employment, while at the same time exposing them to the risk of income
support sanctions, was regarded as unfair and a misuse of resources.

The Community Support Program was established in conjunction with the Job Network to give
service providers the flexibility to pursue realistic outcomes. Providers have a high degree of
discretion and clients enter assistance voluntarily. Rather than directly fund the range of services
which can meet such a diverse range of needs, the program operates on a brokerage model.
Providers link their clients with appropriate local services.

1.3.4 The Job Seeker Classification Instrument

An important way of boosting the efficiency and effectiveness of employment assistance is to
target it to those job seekers for whom it is most likely to make a difference. The majority of job
seekers who register as unemployed do not remain unemployed for long. Most will find
employment whether they receive assistance or not. A smaller proportion require help to avoid
becoming long-term unemployed.” A still smaller group is unlikely to be in a position to benefit
from employment assistance. Where these groups of job seekers can be reliably distinguished,
then resources can be targeted to where they are most likely to produce results. In countries such
as the United States and Australia, government agencies have developed increasingly
sophisticated tools to identify at-risk job seekers as soon as possible after they register as
unemployed.

The Job Seeker Classification Instrument (JSCI), like the profiling instruments used in the
United States, is a tool for identifying job seekers who are most likely to remain unemployed.’
The purpose of the JSCI is to identify job seekers who are most in need of Intensive Assistance
and to classify them into appropriate Intensive Assistance funding levels. Information gathered
for the JSCI is also used in the process of identifying job seekers for Job Search Training and
identifying job seekers who may have special needs.

Recognising that a questionnaire-based instrument is too blunt a technique for assessing job
seekers with problems such as poor mental health and some physical disabilities, the JSCI is
supported by the availability of more thorough in-depth secondary assessments conducted by
professionals such as occupational psychologists.

Detailed discussion of the development and application of the JSCI is provided in Chapter 3.

% At any one point in time, long-term unemployed job seekers will make up the largest share of the Job Network’s case load. However, over an
extended period of time (for example, a year), the majority of job seekers in the system will have been short-term unemployed. For every job
seeker who remains in the system over the entire period there is a greater number who will flow in and out.

? In the United States, this profiling forms a part of the Unemployment Insurance system. In 1993, Congress enacted legislation requiring each
State to set up its own Worker Profiling and Reemployment Services system (Dickson et al. 1997).
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1.3.5 The New Enterprise Incentive Scheme

The New Enterprise Incentive Scheme (NEIS) provides training and financial support to job
seekers wanting to set up their own businesses. The program has been operating since 1985 and
was largely unchanged in the move to Job Network. Self-employment programs differ from
other labour market programs in that they have the potential not only to provide ongoing work
for the participant but to generate additional jobs.

Evaluation suggests that NEIS is an effective scheme when restricted to job seekers with viable
business proposals (Department of Employment, Education and Training 1992). Moreover, NEIS
fulfils needs separate from those addressed through other Job Network services.

1.3.6 New Apprenticeships Centres

The objective of the New Apprenticeships Centres is to streamline services to employers by
providing a one-stop integrated support service. Streamlining aims to save time and effort for
employers and to support an increase in the number of apprenticeships and traineeships. New
Apprenticeships Centres also process Commonwealth program payments and work with State
and Territory training authorities.

1.3.7 The transition to the Job Network

The Government allowed 17 months (from announcing the policy in December 1996 to the start
of Job Network in May 1998) for the transition to the new arrangements. In this interim period,
the Government needed to ensure that job seekers continued to receive assistance while potential
providers and staff from the Department of Employment, Education, Training and Youth Affairs
prepared for the introduction of the Job Network.

Early in the transition period, the Government undertook formal public consultations to seek the
views of interested parties on how the new arrangements could best achieve the stated objectives.
A ministerial statement issued in August 1996 identified specific issues to serve as the basis for
this process. Subsequently, consultations were held during September 1996 in all capital cities
and a number of major regional centres. Interested people had the opportunity to provide written
comments and submissions on the Government’s reforms. A report on the public consultations
was published in 1996 (Department of Employment, Education, Training and Youth Affairs
1996¢).

Legislation was introduced into Parliament to support implementation of the Job Network.
However, after the Senate proposed a number of amendments to the legislation, the Government
decided in July 1997 to implement the reforms under existing legislation and administrative
authority.

The key steps in the transition to Job Network are discussed in detail in Chapter 2.

1.4 Evaluating the Job Network

When the Job Network was created, the Government made a commitment to a full evaluation.
The evaluation continues an evidence-based approach to policy adjustment and reform. A
number of policy changes have already been made in response to performance information
(Attachment A).

1.4.1 Overall scope of the evaluation strategy

This report is the first stage of an evaluation strategy endorsed by the Government in December
1996. The strategy was developed under the auspices of several Australian Public Service
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agencies and, following a series of public consultations with stakeholders, was published in April
1998 (Department of Employment, Education, Training and Youth Affairs).

The main features of the strategy are:

o Stage One: Implementation report: this report assesses the implementation of Job Network,
issues arising therefrom and early market experience. While initially planned for early 1999,
the timing was deferred to allow a consideration of the impact of the changes to Job Network
announced in August and December 1998.

e Stage Two: Progress report: this is to be available in December 2000 and will examine how
well the new arrangements are progressing.

e Stage Three: Effectiveness report: this is to be available in December 2001 and will provide a
comprehensive evaluation of the effectiveness of Job Network in improving the employment
prospects of job seekers on a sustainable basis.

The strategy also foreshadowed an independent review of the policy framework to assess the
strengths and weaknesses of the policy, to determine how it can be improved and to consider the
extent that it could be applied to other areas of service delivery. A report from this review is
planned for December 2001.

1.4.2 Management of the evaluation

The evaluation is being undertaken by the Department of Employment, Workplace Relations and
Small Business (DEWRSB) and overseen by a steering committee involving DEWRSB and the
Departments of Education, Training and Youth Affairs, the Prime Minister and Cabinet, Finance
and Administration, the Treasury, and Family and Community Services, as well as Centrelink,
the Aboriginal and Torres Strait Islander Commission and the Australian Bureau of Statistics.

1.4.3 Overall evaluation criteria

The key issues for the evaluation of the Job Network can be grouped into four standard
evaluation criteria: effectiveness, efficiency, quality of services and equity. These criteria will be
applied through the three stages of the evaluation strategy in the following ways.

e FEffectiveness: relates to sustained employment outcomes for job seekers. This will involve
before-and-after analyses, studies of the impact of assistance on the employment prospects of
job seekers (by attempting to isolate from other influences, the contribution of employment
assistance to job seeker outcomes), and changes over time in the numbers of people in receipt
of income support and officially measured as unemployed.

e FEfficiency: value for money considerations will be assessed by examining the unit costs of
assistance compared (where possible) to previous arrangements, cost effectiveness and the
income-support savings achieved.

e Quality of service: this includes responsiveness to individuals’ circumstances and
preferences and is one of the key principles in the design of the Job Network, particularly
Intensive Assistance. It is important because good quality service supports efficiency and
effectiveness. Quality is being examined by measuring customer satisfaction with service and
through analysis of the actual assistance received, particularly by job seekers in Intensive
Assistance. Quality can also be judged by the sustainability of longer-term outcomes after
outcome payments have been made.

e Equity: this covers access to assistance and achieved outcomes. Access to assistance by
individuals and disadvantaged client groups will be assessed by examining communication,
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eligibility assessment, targeting and the resulting use of services by job seekers. Some
indication of value for money in directing resources to those groups in most need will be
examined, for example through comparing the shares of assistance for groups such as
indigenous Australians, people from non-English-speaking backgrounds, sole parents, youth,
older job seekers and the long-term unemployed.* The employment outcomes achieved by
these groups will also be considered.

An additional evaluation issue is the market development of Job Network which carries potential
impacts on all of the above criteria. For example:

e High quality and efficient service is especially reliant on a range of successful providers
operating within a marketplace.

e If a substantial proportion of Job Network members receive commencement payments but do
not achieve outcomes, the overall effectiveness of Job Network may be affected. However,
related factors, such as the impact of compliance and indirect outcomes, may also need to be
factored in.

1.4.4 Scope of the stage one report

This report begins to address the key evaluation issues outlined above by analysing data
available during the implementation of Job Network, issues arising from the implementation
process and early market experience. The report includes analysis of each element of the new
arrangements to assess whether it has been implemented and is working as intended. It provides
information on the quality and responsiveness of services, equity and access to assistance by
client groups, and current market development. Progress with establishing a competitive
framework for employment assistance and its impact on quality and access is examined. The
report points to improvements that may be needed in the design and operation of services,
contract management and market settings.

Evaluative information on effectiveness and efficiency is limited in the report because of the
early stage of market development. Any current impressions gained about effectiveness are
unlikely to represent the performance of a fully developed market system. The report includes
some performance information on post-assistance outcomes (three months after participants have
left assistance). Longer-term outcomes (up to 12 months after assistance) for all services will not
be comprehensively available until the stage three report on effectiveness. Comments on
effectiveness and efficiency are also limited by the need to control for the impact of labour
market trends on employment assistance outcomes. Attachment B contains a description of
recent trends in the labour market but, in view of the relatively short time that Job Network has
operated, the evaluation has not yet attempted to control for these trends.

1.4.5 Methods and data sources

This report draws on existing data sources and a number of studies specifically developed for
this stage of the evaluation. Major data sources are noted below and discussed in more detail in
Attachment C.

e A large-scale qualitative study examined stakeholder views of the Job Network. Fieldwork
for the study was conducted in July—August 1998 and again in April-May 1999. More than
1000 Job Network stakeholders including job seekers, employers, contracted Job Network

* In this report, long-term unemployed generally refers to job seekers who have been in receipt of full or part-rate income support for at least a
year. For job seekers not on income support, duration of unemployment is measured in terms of the length of time since last registering with
Centrelink.
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members, staff in Centrelink and DEWRSB, and Area Consultative Committees participated
in focus groups or interviews for the study.

Surveys of client satisfaction with Job Network (including Centrelink) services were
conducted with job seekers, employers and Job Network members.

An employer survey involving around 11 000 employers examined employers’ recruitment
practices, usage and perceptions of Job Network.

Post-assistance monitoring data which reflects the extent to which clients who receive
assistance are placed in jobs and remain in employment over the longer term.

Post implementation reviews of the JSCI, Job Network Access and the Employment Services
Request for Tender conducted in 1998.

Case studies of Intensive Assistance as provided to indigenous Australians.

Analysis of data from DEWRSB and the Department of Family and Community Services
administrative systems and Australian Bureau of Statistics data.
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2 Setting up the market

Highlights

e The transition to Job Network involved unprecedented changes to the delivery of labour
market assistance. In addition to the tender process to select Job Network members, the
transition included establishing Centrelink and Employment National, communicating the
changes to the general public, and creating measures to ensure services to job seekers and
employers were maintained while the Commonwealth Employment Service (CES) was being
wound up.

e The probity adviser and the Australian National Audit Office reported favourably on the
conduct of the tender process for setting up the market. The Audit Office noted that measures
were put in place to manage the risks to implementation from market failure and unfair
advantage. In particular, the Audit Office concluded that the steps taken to reduce the risk of
unfair advantage for potential tenderers and the lessons learnt from this serve as a guide for
future contracting out exercises in the Australian Public Service.

e A limited number of enhancements were made to Job Network in its first nine months,
focused primarily on Job Matching.

2.1 Transition
2.1.1 Transitional arrangements

Background

The objective of the transition to the new labour market assistance arrangements was to ensure
that those affected by the changes were fully consulted and had time to adapt their operations to
the new environment. A period of 17 months was allowed for the transition to Job Network.

During this period, the Department of Employment, Education, Training and Youth Affairs
(DEETYA) conducted a process of public consultations, put in place the infrastructure and
support arrangements for the new market, and conducted a tender process covering the major
employment services. At the same time, elements of the existing labour market assistance
arrangements (including job brokerage, labour market programs and case management) were
maintained until the implementation of Job Network. Employment National and Centrelink were
also established.

The transition period was extended from December 1997 to 1 May 1998 when legislation to

support implementation of Job Network did not secure passage by Parliament. This meant a

change in design to some features of Job Network, including the need to rework policies and
processes, and to reproduce tender documentation.

Centrelink

Centrelink was established as a statutory authority under the Commonwealth Services Delivery
Agency Act 1997. The Act came into effect on 1 July 1997 and Centrelink was formally launched
on 24 September 1997. A board of management governs Centrelink. Its relations with purchaser
client departments are governed by purchaser/provider or partnership arrangements set out in
service agreements. The agreements cover:
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e Funding arrangements for services purchased from Centrelink.
e Expected performance outcomes.

e Protocols relating to issues such as information sharing and product design.

Nationally, Centrelink has more than 400 sites and employs around 24 000 staff, including some
3000 CES staff who transferred between May and July 1997 (Centrelink 1998a). From
December 1997, Centrelink’s network commenced assessing entitlements to income support, as
well as registering people looking for work, determining their level of disadvantage and referring
them to labour market assistance in preparation for implementation of Job Network on 1 May
1998.

Employment National

The government-owned Employment National Ltd was incorporated on 4 August 1997. As noted
in Employment National’s first annual report, the company’s prime focus after incorporation was
the preparation of its response to the Employment Services Reques