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1. Introduction

This Regulation Impact Statement (RIS) relates to the Indigenous employment measures in
the 2017-18 Budget. The RIS has been prepared in accordance with the Australian
Government Guide to Regulation 2014 and more recent guidance notes issued by the Office
of Best Practice Regulation (OBPR).

This RIS addresses the required seven questions, extending the previous Early Assessment
RISs prepared in 2016 and 2017:

What is the policy problem to be solved? (Section 2)

Why is government action needed? (Section 3)

What policy options are being considered? (Section 4)

What is the likely net benefit of each option? (Section 4)

What is the best option from those you have considered? (Section 4)

Who will you consult about these options and how will you consult them? (Section 5)
How will you implement (Section 6) and evaluate (Section 7) your chosen option?

Overall, the Indigenous measures in the 2017-18 Budget have a regulatory cost estimated to
be $0.46 million per annum. This is offset against the Better Targeting of Assistance to
Support Jobseekers measure announced in the 2017-18 Budget.

2. The problem

As at 2014-15, less than one in two (48.4 per cent) working age Indigenous Australians were
in work, compared to nearly three-quarters (72.6 per cent) of working age non-Indigenous
Australians. This translates to a gap of 101,400 Indigenous Australians not in work.

Chart 1: Comparison of Indigenous and non-Indigenous labour market indicators
Indigenous MNon-Indigenous

Employment Rate Employment Gap Employment Rate
A8.4 per cent 101,400 72.6 per cent

Unemployment Rate Unemployment Rate
20.8 per cent 5.8 per cent

Labour Force Participation Rate Labour Force Participation Rate
61.1 per cent 77.1 per cent

Evidence™? shows that low employment rates will continue to reduce Indigenous health,
living standards and the social and emotional wellbeing of Indigenous Australians as long as
the gap persists. Low rates of Indigenous employment are creating negative perceptions of
Indigenous Australians. Beyond Blue found that one-third of people believe Indigenous

Australians are “lazy” and should “behave more like other Australians”.?

! Waddell, G. and Burton, K. 2006 Is Work Good for your Health and Well-being?

2 Gray, M. Hunter, B. and Biddle, N. 2014, The Economic and Social Benefits of Increasing Indigenous
Employment.

3 Beyond Blue, 2014 Discrimination against Indigenous Australians: A snapshot of the views of non-Indigenous
people aged 25-44.
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Chart 2 — Indigenous Australians unemployed and not in the labour force

Not employed - i.e. unemployed or not in the labour force (as at 2014-15)
215,700

Employment services (as at 2016)
=116,100

CDP DES
| 29,000 9,100

Employment services

Carer P Other
11,000 =11,600

Of the 215,700 Indigenous Australians (aged 15-64 years) who are not in work, around
116,400 are participating in employment services (jobactive, Community Development
Programme (CDP), Disability Employment Services (DES), and Transition to Work (TtW)).
Indigenous Australians in these services are significantly less likely to find work — for
example, in jobactive, which services around 75,500 Indigenous Australians, an Indigenous
Australian is around one-third less likely to be placed into a job for 26 weeks compared to a
non-Indigenous Australian (Attachment A — provides further information on Department of
Employment programs).

Indigenous Australians are over three times more likely to be in jobactive than other
Australians. jobactive administrative data shows that Indigenous job seekers need to
overcome a number of significant barriers to find work — with Indigenous job seekers:

e nearly twice as likely to be homeless, compared to other job seekers;
¢ more than twice as likely to be ex-offenders; and
e one-and-a-half times more likely to live in a regional area.

During extensive consultations, stakeholders identified numerous barriers to Indigenous
employment, including a number of issues with getting Indigenous job seekers out of
employment services and into work, findings included:

¢ the need for greater collaboration between employment service providers;

e some jobactive providers lack both the specialised cultural awareness to work with
Indigenous Australians and the capacity to work with employers to identify
appropriate positions for Indigenous Australians;

e many businesses lack the strategies, and the cultural capabilities, that will allow them
to effectively find and retain Indigenous staff. Employers are not able to learn from
others’ experiences, as many employers are not willing to share their failings;

e one-quarter of Indigenous job seekers have a criminal record (compared to 9 per
cent for non-Indigenous job seekers) — which can be a major barrier to employment;
and

¢ Indigenous job seekers are disproportionately young (with 47 per cent of Indigenous
Australians aged under 20). Indigenous youth often need extra assistance on the
pathway to work with only 59 per cent of Indigenous students achieving Year 12
(compared to 85 per cent for non-Indigenous students).

Not in employment services

Of those Indigenous Australians not in work, around 100,000 are not receiving any
assistance from employment services. This includes including around 42,000 Disability
Support Pension (DSP) and 35,000 Parenting Payment (PP) recipients (see Chart 2).
Indigenous Australians not in work proportionally make up 6 per cent of all DSP recipients
and 13 per cent of all PP recipients not in work.
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The Organisation for Economic Co-operation and Development (OECD) research has shown
that not participating in the labour market reinforces the cycle of inequality.* This can be
seen in the Australian case with more than nine-in-ten Indigenous DSP recipients and more
than three-quarters of Indigenous PP recipients still on income support four years later. For
non-Indigenous Australians, more than nine-in-ten DSP recipients and 60 per cent of PP
recipients are still on income support four years later. Critically, Indigenous Australians are
overrepresented on both payments — they are twice as likely to receive DSP and five times
more likely to receive Parenting Payment than other Australians.

Given the number and overrepresentation of Indigenous Parenting Payment recipients, there
was substantial focus on consulting with Indigenous parents. During consultations, parents
frequently talked about wanting to work, but identified a number of barriers to employment.
The most common barrier was access to childcare and the cost, with parents often unaware
of the available supports. Parents also noted the limited assistance available through
jobactive and the lack of support tailored towards parents.

3. Objectives of government action

In 2008 the Council of Australian Governments (COAG) agreed to seven Closing the Gap
targets, including halving the gap in employment outcomes between Indigenous and non-
Indigenous Australians by 2018. Since the introduction of the Closing the Gap employment
target in 2008 the gap has widened by 3.0 percentage points.

The objective of the 2017-18 Budget measures is to accelerate progress towards achieving
the employment Closing the Gap target, which is not on track to be met by 2018. As shown
in the previous section, supporting Indigenous Australians to increase their labour market
prospects will require sustained Government action to support more Indigenous Australians
into the labour force (particularly parents), and to strengthen the services available to place
Indigenous job seekers in work.

This approach recognises that a narrow focus on employment services will not be sufficient
to making inroads towards achieving the employment Closing the Gap target. It should be
noted that other Portfolios have been asked to bring forward proposals to improve outcomes
for Indigenous Australians across a range of focus areas, including but not limited to: Health;
Early Childhood and School Education; and Justice and Community Safety.

Indigenous Australians have much lower levels of educational attainment than other
Australians and this is an important explanation for their relatively low level of employment.

Health problems can make it difficult or impossible to work, or make it more difficult to find
work by lowering productivity or restricting the range of jobs a person can manage.
Compared with the non-Indigenous population there are higher rates of ill-health and
disability among the Indigenous population. This is likely to be an important factor in
explaining the lower rates of employment of Indigenous Australians.

There have been several studies that have estimated the impact of employment rates for
Indigenous Australians after being arrested. Research indicates having been arrested
reduces the probability of being employed by about 18 per cent for Indigenous males and 13
per cent for Indigenous females.® 15 per cent of the difference in employment—population
rates between Indigenous and non-Indigenous Australians was explained by the differences
in the arrest rates.

Historical data shows that creating sustainable economic and employment growth is the
fundamental avenue for increasing Indigenous employment. However growth alone is not
enough — the 2000s mining boom generated a large number of jobs for Indigenous

* OECD 2013 Activating jobseekers: Lessons from seven OECD countries.

° Borland, J. and Hunter, B. 2000. ‘Does crime affect employment status?—the case of Indigenous Australians’,
Economica, 67(1): 123-44.
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Australians, but even at the height of the boom, the gap was still close to one-quarter of the
Indigenous population.

Key labour market indicators show that Indigenous job seekers need to overcome a number
of significant barriers to find work. Some of the barriers to Indigenous employment include
poor education outcomes, poor job retention, criminal record checks, caring and family
responsibilities and poor health outcomes.

These challenges are often exacerbated by policy inconsistencies. For example, the support
available to Indigenous parents is not consistent with them being a participation priority. If an
Indigenous parent is in ParentsNext or if they are referred on to jobactive, they are unable to
access existing wage subsidies until they have been participating in employment services for
six months.

4. Policy options

To increase Indigenous employment, three options were considered: the status quo
(Option 1), mandatory reporting (Option 2) and the 2017-18 Budget measures (Option 3).

The preferred approach to grow Indigenous employment was the 2017-18 Budget measures
due to their broad nature, with measures to:

e increase the number of Indigenous Australians participating in the labour market
(ParentsNext);

e support employers (wage subsidies); and

e provide more effective mainstream employment services to prepare Indigenous
Australians for work (pre-employment training, mentoring, expanding Transition to
Work).

The measures are largely based on expanding and strengthening existing programs, and as
such have a minimal regulatory cost. By contrast, maintaining the status quo will, by
definition, have no impact on Indigenous employment, and is not preferred.

Mandatory reporting could have a major impact on demand for Indigenous workers.
However, the proposal is highly regulatory in nature, while having no direct impact on
Indigenous labour supply, the number of Indigenous Australians in work or improving their
job retention.

Option 1 — Status quo (not preferred)

The Government could decide not to implement additional or changed measures in respect
to Indigenous job seekers but wait until the long-term impacts of recent changes to
mainstream employment services have been evaluated. These changes include the
introduction of the:

jobactive employment service;

ParentsNext pre-employment service in ten Local Government Areas;
Transition to Work youth employment service;

Empowering YOUth Initiatives; and

Youth Jobs PaTH.

jobactive presented a shift towards more outcomes focused employment services.
ParentsNext extends light-touch participation to parents in ten locations. The other new
initiatives focused on reducing youth unemployment (a major issue for the Indigenous
cohort).

Indigenous Australians benefit from these new services. For example, Indigenous
Australians make up 18 per cent of Transition to Work participants and 12 per cent of
ParentsNext participants.
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Delaying any changes to 2020 would allow them to be taken forward as part of a new
Employment Services contract post 1 July 2020, with the benefit of evaluations of jobactive
and other programs.

If no changes are made, this would devalue Indigenous employment as an issue. Indigenous
job seekers will continue to be overlooked for jobs due to a range of barriers such as the lack
of employability skills and limited work experience.

By definition, if no changes are made to existing programs and no new measures are
implemented, then there is no regulatory cost or impact.

Option 2 — Mandatory reporting (not preferred)

Description

Introducing mandatory reporting will encourage employers to adopt measures to increase
Indigenous employment. Employers with more than 100 employees would be required to
report against a set of indicators. Employers would need to report on:

numbers and proportions of employees by Indigenous status and level;

numbers and proportions of senior managers by Indigenous status;

average tenure of Indigenous and non-Indigenous staff;

recruitment and retention rates for Indigenous and non-Indigenous staff;
procurement/supply/purchasing through Indigenous businesses;

any organisational commitments/targets to Indigenous employment or purchasing;
organisational strategies to increase Indigenous employment and purchasing;
whether the organisation has a Reconciliation Action Plan and/or is a Supply Nation
member; and

¢ whether the organisation uses any government employment or training programs.

The reporting data would be used to develop educational materials and help employers to
identify areas for focus, develop informed strategies and measure performance against
peers over time. Further, it would help identify industry and role specific information that
would inform future Indigenous employment policy.

Benefits

Mandatory reporting will result in better evidence being provided to employers on where they
can make improvements to their workforce profile and their Indigenous equality, recruitment
and retention frameworks. Mandatory reporting would also create a level of accountability on
Indigenous employment for large employers.

Mandatory reporting has the potential to generate a strong boost to employer demand for
Indigenous job seekers. However, it would not improve the effectiveness of employment
services nor would it increase the participation of Indigenous job seekers.

However as detailed below, mandatory reporting carries a very high regulatory cost. During
consultations on changes to Workplace Gender Equality reporting, employers reported that
mandatory reporting can be burdensome (see the Workplace Gender Equality Reporting RIS
February 2015). In particular, concerns were raised around more detailed data, such as
mapping data to occupation. However it is this level of detail that provides the best
understanding of what is happening, and working, in terms of Indigenous employment in
Australian businesses.

Regulatory costs

The regulatory impact for mandatory reporting is identified as the increased time and
resources for relevant employers to collect information as well as prepare and submit
reports. Mandatory reporting for Indigenous employees is based on Workplace Gender
Equality Reporting RIS from February 2015 for female employees and the same parameters
and assumptions have been used for this costing. This is because it will affect the same
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number of businesses and the reporting requirements will be a similar length. The annual
cost of mandatory reporting is significant — approximately $19.8 million for 4,660 reporting
employers (businesses with over 100 employees). This is an average annual cost of
$4,250 per business.

Employers have reported that sourcing the remuneration data and manipulating the data to
fit into the occupational categories is very onerous and time consuming. This option places
the greatest regulatory cost burden on employers. Feedback from the consultation process,
through the department’s online survey conversations with employers and submissions,
shows that the impost of reporting varies considerably between businesses. Some reporting
organisations estimated the cost of reporting was less than $100, while others estimated the
cost to be $140,000. The median cost of reporting for the current requirements is estimated
by the department to be $1,500.

The full consideration of this option must include whether this benefits not only Indigenous
Australians and employers but also other stakeholders, such as the business community,
shareholders, the wider economic environment and social analysts. On balance, it is not an
efficient or effective way to improve Indigenous employment outcomes.

As the Government is not pursuing this option, a regulatory offset has not been identified.
The department is seeking to pursue net reductions in compliance costs and will work with
affected stakeholders and across Government to identify regulatory burden reductions where
appropriate.

Option 2 — Regulatory Burden and Cost Offset (RBCO) Estimate Table

Average Annual Compliance Costs (from business as usual)

Sector/Cost Categories | Business Not-for- Individuals Total by cost

profit category
Administrative Costs $19,827,150 $0 $0 $19,827,150
Substantive Compliance $0 $0 $0 $0
Costs
Delay Costs $0 $0 $0 $0
Total by Sector $19,827,150 $0 $0 $19,827,150

Proposal is cost neutral? No

Proposal is deregulatory No

Balance of cost offsets $ N/A

Option 3 —2017-18 Budget measures (preferred)

Description

The 2017-18 Budget measures present a comprehensive package to increase Indigenous
employment to help meet the Government’s Closing the Gap employment target, by:

e boosting the participation of Indigenous parents in the labour market (ParentsNext —
intensive service offering); and

e enabling stronger engagement by employment services providers with Indigenous
communities and provide enhanced support for Indigenous participants (Closing the
Gap — Employment Services).

A key principle of the 2017-18 Budget measures is to build the capacity of Indigenous
communities and employment service providers to contribute to achieving parity in
employment outcomes for Indigenous Australians. Throughout the consultation process,
providers said that the reason for not hiring Indigenous staff members was a lack of
experience and skills. Experience and upskilling is needed to ensure Indigenous Australians
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participating in employment services can convert strong engagement into strong
employment outcomes. These measures give providers the tools to deal directly with job
seekers, for example, mentoring may help to bridge the cultural gap so that employers are
able to learn from the past experience of others and the Yarrabah pilot is supported by
measures to build the community’s capacity to deliver employment services.

The Indigenous employment measures in the 2017-18 Budget are:
ParentsNext — intensive service offering

ParentsNext is a light touch engagement program that supports parents, particularly
women, to plan and prepare for returning or joining the workforce. It currently
operates in ten locations.

The 2017-18 Budget includes expanding ParentsNext from its existing locations to all
jobactive regions across Australia. The expansion will be delivered in two streams:

e one stream will include an intensive service extended to 20 locations where a
high number of Parenting Payment recipients are Indigenous; and

o the other stream will constitute a more targeted ParentsNext program that will
be available in all jobactive regions across Australia.

The intensive service offering will help boost the participation of Indigenous parents
in the labour market and help achieve the Closing the Gap employment targets. The
intensive service offering will include a new Participation Fund, so the provider
receives additional funding per commencement (to cover activities such as
pre-employment training), along with an outcome bonus to encourage

successful placements into education or employment.

This RIS only deals with the intensive service offering.
Closing the Gap — Employment Services

The Closing the Gap — Employment Services measure includes a number of
elements, which enable stronger engagement by employment services providers with
Indigenous communities and provide enhanced support for Indigenous participants.
This measure includes:

e delivering pre-employment training and mentoring for Indigenous jobactive
participants through the Employment Fund,

e expanding access to the Transition to Work program to all Indigenous job
seekers aged 21 years or under;

e additional employment assistance to Indigenous prisoners to ensure they are
provided with better preparation and assistance to transition from prison
(through the Prison to Work program);

e supporting community-designed and delivered employment services in
Yarrabah, Queensland;

¢ allowing immediate access to increased wage subsidies (from $6,500 to
$10,000) for Indigenous job seekers; and

e increasing the emphasis on Indigenous outcomes in the jobactive
performance framework.

Benefits

The measures will drive community led solutions, increase the number of Indigenous
Australians engaged in the labour market and build the capacity of employment services to
better engage with Indigenous communities and connect Indigenous job seekers to jobs
through additional access to the Employment Fund and immediate access to increased
wage subsides for Indigenous job seekers. A key principle of the package is to build the
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capacity of Indigenous communities, employers and employment service providers to
contribute to achieving parity in employment outcomes for Indigenous Australians. The
measures seek to reduce barriers to greater Indigenous employment participation by
improving job retention, encouraging youth educational attainment and employment
participation, and supporting ex-offenders and parents into the labour market.

Three of the major focus groups are Indigenous parents, ex-offenders and youth. As a result
of these measures, one-quarter of Indigenous Parenting Payment recipients (nearly 9,000
Indigenous parents, at a point in time) will now be receiving assistance through ParentsNext,
which received strong support during consultations. When fully implemented, the Prison to
Work program will help 4,940 Indigenous Australians per year prepare for the labour force
prior to release (about 52 per cent of eligible Indigenous prisoners will participate
voluntarily). The package will also provide intensive support to 6,500 Indigenous youth per
year through the Transition to Work program (approximately 15,100 Indigenous Australians
between the ages of 15 and 24 are unemployed).

ParentsNext (in the current ten locations) operates as a small scale program, with target
locations having a small Indigenous population. The evaluation of the predecessor to
ParentsNext found the program to be effective, with early case studies suggesting results
continue to be positive. By expanding and intensifying the service in 20 locations with a high
Indigenous population, the program provides a cost effective strategy to increasing
Indigenous labour force participation, essential in Closing the Gap.

Transition to Work is a program that assists young people aged 15-21 with intensive,
pre-employment support to improve their work-readiness and help them into work (including
apprenticeships and traineeships) or education.

Expanding Transition to Work eligibility would further support young Indigenous Australians
by providing them with intensive support to help them develop the work-related skills
employers want and need. This approach will ensure that Indigenous youth are supported
when they leave school to prevent them from becoming disengaged.

jobactive, as the department’s mainstream employment program will be required to do the
heavy lifting, with approximately 75,500 Indigenous job seekers in jobactive. It is anticipated
that these measures could result in up to 10,000 Indigenous Australians placed in work by
2020-21.° While difficult to make an exact proportional comparison to the Closing the Gap
target, it would take at least 65,000 more Indigenous Australians in paid work by 2018 to
achieve the target.

® This is based on the outcome estimates in the various costings models used to cost the Indigenous
employment package.
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Regulatory costs

The regulatory costs of the package are $456,334 per annum and are summarised by the
following table. The regulatory elements of the proposal are introducing the intensive service
offering for ParentsNext and the new Prison to Work program.

The regulatory costs of the package will be offset against the Better Targeting of Assistance
to Support Jobseekers measure.

Average annual regulatory costs (from business as usual)

Change in costs ($) Business Community | Individuals Total
orgs change in
costs
Parentshext ~ $414,596 $0.0 $0.0 |  $414,506

intensive service offering

Closing the Gap —

employment services $41,738 $0.0 $0.0 $41,738

Total of all New Policy $456,334 $0.0 $0.0 $456,334
Proposals (by sector)

ParentsNext — intensive service offering

Introducing a Participation Fund and outcome fees to ParentsNext will result in an additional
regulatory burden on jobactive providers.

The annual regulatory cost of $414,596 consisting of $359,944 for providers and $54,652 for
employers (see Attachment B).

Closing the Gap — employment services

The only element of this measure that is regulatory is the Prison to Work program, with a
regulatory burden of $41,738 per annum on the new Prison to Work providers.

Pre-employment training and mentoring: This element involves Employment Fund changes.
There is no change to the processing that needs to be undertaken by jobactive providers.
This proposal changes what the Employment Fund can be spent on — it does not change the
process for making purchases through the Employment Fund.

Transition to Work: There is no net regulatory burden from expanding Transition to Work to
all Indigenous job seekers under the age of 22, as the red tape of delivering Transition to
Work is equivalent to the red tape of delivering jobactive.

Prison to Work: Introducing a new program to provide employment services in prisons will
result in additional regulatory burden on new Prison-to-Work providers.

The regulatory costing (Attachment B) is based on assumptions prior to negotiating the
arrangements with states and territories. The department will seek to agree regulatory costs
with OBPR should these change following negotiations.

jobactive trial by the Yarrabah community: The transition of jobactive functions from the
existing jobactive providers to the Yarrabah Aboriginal Shire Council results in no additional
processing with the regulatory burden shifting from a private provider to the Council.

Wage subsidies: There is no change to processing burden that needs to be undertaken by
jobactive providers or employers. This proposal changes the value of subsidies and provides
immediate access to wage subsidies (instead of waiting six months) — it does not change the
process for entering wage subsidy agreements. The change of the value and timeframe for
subsidies is fundamentally non-regulatory in nature and does not change the frequency or
population of claimants.
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jobactive performance framework: Changes to Star Ratings involves no additional reporting
by jobactive providers.

5. Consultation

Policies and programs must be done “with” and not “to” Indigenous Australians. In further
developing the discrete policy options under the broad policy themes, it is important that
elements are co-designed with Indigenous Australians. The Indigenous community at a local
level needs to be involved in the design, delivery and implementation of measures that
impact their community.

The consultations also sought to gauge the impact of potential changes to programs and
policy on different groups affected, from Indigenous jobseekers and Indigenous Australians
not in the labour force, to community organisations, employment services providers and
employers.

Yarrabah was specifically chosen as the pilot for the trial because consultations with the
community initiated the proposal. The Yarrabah Aboriginal Shire Council (the Council)
indicated that services delivered in Yarrabah should be delivered by the community, for the
community. In particular, the Council wanted to deliver community based activities that keep
community members engaged, build their skills and experiences and help develop the
community. Yarrabah is also close to a major labour market (Cairns) and it is one of the
largest Indigenous communities in Australia.

In light of the consultations, the department considered the three options outlined earlier.
The consultations strongly demonstrated that there is a need to move from the status quo if
Indigenous employment is to be increased: consultation feedback, outlined below, identified
many areas for improvement.

Consultation with business reinforced feedback that they do not want more regulation —
many large businesses were already making an explicit choice not to engage in Government
programs due to restrictive program requirements and administration. The consultation also
highlighted that cultural capability and willingness to engage with Indigenous employees
needed to be embedded throughout an organisation. Mandatory reporting was considered a
top-down, administrative approach which would be considered a ‘burden’.

The final option provides a more comprehensive platform to address the issues raised in
consultation by all stakeholders. Specific measures were added or amended in light of
issues raised by the consultation, as unseen matters came to light.

The sections below outline the range of consultation which was undertaken.

Phase one consultation

Phase one of consultations were targeted, confidential and held with Indigenous
organisations and employment sector stakeholders who deliver Indigenous and/or
employment programs. Stakeholders were targeted to ensure the department would get the
best information in the most cost effective way.

Objectives
The aim of the consultations was to gain a greater understanding of:

¢ how organisations are currently working with Indigenous Australians;

¢ what support mechanisms and strategies are currently being used to help
Indigenous Australians and what has been successful/unsuccessful;

¢ what obstacles are in the way of Indigenous people entering the labour force and
finding jobs; and

e how to build on existing programs and policies to maximise employment outcomes
for Indigenous job seekers.
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Who we consulted with

The organisations consulted included state and territory governments, Indigenous
organisations, employer peak bodies, employment services peak bodies, welfare
organisations, regional advocacy groups and employment service providers. A full list is
provided below.

Organisations consulted regarding Indigenous employment in September 2016

Aboriginal Employment Strategy Yarn'n

Aboriginal Affairs and Reconciliation — South
Australian Department of State Development
(SA Government)

Australian Indigenous Mentoring Experience
(AIME)

Business Council of Australia Aboriginal Affairs NSW (NSW Government)

Department of Aboriginal Affairs (WA

Cape York Institute
P Government)

Department of Aboriginal and Torres Strait

CareerTrackers Islander Partnerships (QLD Government)

Department of Economic Development,

Centre for Aboriginal Economic Policy Jobs, Transport & Resources (Victorian

Research
Government)
Empowered Communities (Inner Sydney) Office of Aboriginal and Torres Strait Islander
[Tribal Warriors — Shane Phillips Affairs (ACT Government)
GenerationOne Australian Council of Social Service

John Perry — Jobs QLD delivering
ParentsNext and is a Board Director of
NESA. Also a former manager at BoysTown.

Australian Chamber of Commerce and
Industry

National Centre of Indigenous Excellence jobactive provider - Max Solutions

Northern Australian Alliance - Advance .
Jobs Australia

Cairns
First Australians Chamber of Commerce and . . L
National Employment Services Association
Industry
Reconciliation Australia Social Ventures Australia
. Women in Prison Advocacy Network
Supply Nation

(WIPAN)

Phase two consultation

The second phase of the consultations, built on the initial consultations, with a greater focus
‘on-the-ground’ stakeholders — particularly job seekers, providers, employers and parents.

Objectives
The objectives of the phase two consultations were to:

¢ engage with Indigenous job seekers and communities about how best to help
Indigenous job seekers gain and keep a job;

e gain direct feedback on proposed measures from Indigenous job seekers, employers,
community organisations and other relevant stakeholders; and

e understand possible unintended impacts of current and future measures on
Indigenous job seekers, employment service providers, communities and employers.
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Who we consulted with

The second phase of consultation included consultations with Indigenous job seekers,
Indigenous parents, local employers, community members, and providers in 10 locations
nationally. Senator the Hon Michaelia Cash, Minister for Employment, and Senator the Hon
Nigel Scullion, Minister for Indigenous Affairs hosted an Indigenous Employment Forum

10 February 2017, which asked the views of large businesses on Indigenous employment
and government programs.

Post-Budget reaction

National Employment Services Association (NESA): NESA welcomed the Closing the
Gap — Employment Services measure, with a media release from NESA CEO, Ms Sally
Sinclair, thanking the Government for “listening to the employment services sector and
responding to Closing the Gap”. The media release noted the importance of the mentoring,
ParentsNext and Prison to Work elements of the package.

Jesuit Social Services: Julie Edwards, CEO of Jesuit Social Services described the Prison
to Work program as “crucial”, describing strengthening employment as ‘the most effective to
prevent reoffending’.

Brotherhood of St Laurence: CEO welcomed ParentsNext and the Closing the Gap —
Employment Services and called the Transition to Work program a “success story”.

National Congress of First People: The National Congress wanted more investment to
achieve all seven the Close the Gap targets, with the Budget measures focused around
accelerating progress towards achieving the employment target.

What have we found

Employers

Employers noted their reluctance to use government programs, due to the inflexibility of the
requirements and the amount of paperwork. There were requests to harmonise the
requirements of Indigenous employment programs, such as the Employer Parity Initiative,
Vocational Training and Employment Centres and jobactive, to make it easier for businesses
to use the programs. The Business Council of Australia stressed the importance of building
local connections between businesses, employment service providers and Indigenous
communities to support more Indigenous job seekers into jobs.

Employers also wanted more information on where Indigenous Australians were seeking
work, so that they could more effectively plan their own Indigenous recruitment programs.
This was patrticularly important where organisations had made commitments, through
Reconciliation Action Plans, to support Indigenous employment in their organisations.

Employers also recognised the need to build cultural competency within and throughout their
business, to support higher levels of engagement with and retention of Indigenous
employees. They were keen to have employees provided with support after being placed in
a job, through mentoring, to encourage retention.

Providers

Providers felt that Indigenous job seekers were not necessarily being assessed at a level
which recognised the level of support that was needed, or that recognised factors such as
long term disadvantage and intergenerational trauma.

Providers wanted more flexibility to be able to provide more support to Indigenous job
seekers, but without introducing more reporting requirements. Extending the use of existing
mechanisms, such as opening up the Employment Fund was supported. Providers also
noted that they had more success in engaging and placing Indigenous job seekers into jobs
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where they had connections with local communities, however this took time and resources
which were felt to be beyond the scope of current remuneration.

Providers also didn't seem aware of the range of programs aware that could support
Indigenous job seekers outside of the employment services system. There was also minimal
collaboration between providers.

Indigenous job seekers, parents and communities

Indigenous job seekers noted that traditional recruitment methods didn’t work for them, and
that due to issues such as criminal history, they were automatically screened out of many
large recruitment processes. Non-traditional recruitment methods, where either the job
seeker or the employment services provider could talk with the employer directly, were seen
as more effective. Job seekers didn’t seem aware of the range of assistance that they might
be able to access, either from their employment service provider or from other
Commonwealth or state government programs or community programs

Job seekers and parents noted the difficulties of juggling job search requirements with other
commitments, such as childcare, Department of Community Service requirements,
Corrections requirements, and/or accommodation.

Community agencies and members noted that the cultural commitments that Indigenous job
seekers and employees have are still not understood, and that providers and employers
need more support to understand the dynamics of Indigenous communities.

State Governments

State and territory governments wanted more and better linkages between complementary
services, to increase effectiveness of programs and reduce overlap.

Further consultations

As each measure is implemented, further consultation will be undertaken to ensure that each
takes into account the needs of the communities which it will affect, and is done in such a
way as to minimise additional regulatory burden, yet achieve the intended result. Much of it
will be co-designed with those who are to be affected, and will explicitly consider what any
additional administrative burden may result.

6. Implementation

All measures begin on 1 January 2018, except the ParentsNext intensive service offering
which commences on 1 July 2018 (as part of the national rollout of ParentsNext).

ParentsNext will require a new legislative instrument.
ParentsNext and Prison-to-Work will require procurement exercises to source new providers.

All the elements will require changes to IT system and program guidelines.

7. Evaluation

Most of the changes will be considered through existing evaluations. The jobactive and
Transition to Work changes will be evaluated as per existing program arrangements. The
extended and refocused ParentsNext will be evaluated as part of national ParentsNext
rollout. These existing evaluations have been funded as part of the initial rollout of these
programs. The Evaluation, Research and Evidence Branch within the department will ensure
that the Indigenous elements of the package are considered.

As new programs, the Prison-to-Work program and the Yarrabah pilot will receive
standalone evaluations. These evaluations will combine qualitative and quantitative analysis
to determine the effectiveness of each program.
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Attachment A — Department of Employment Programs
jobactive

The Australian Government is committed to assisting people to connect with employment.
The Government’s mainstream employment service is jobactive, which helps people find
work and better meet the needs of employment.

Under jobactive, most participants will have a Job Plan. In general, people will be required to
meet regularly with their providers, undertake up to 20 job searches per month, and after 12
months of unemployment participate in an approved activity like Work for the Dole six
months each year. A person’s requirements are generally determined by his or her age,
assessed work capacity and whether the person has primary responsibility for the care of
dependent children.

Employment Fund and Wage Subsidies

The Closing the Gap report makes it clear that much more work is needed to close the gap
in Indigenous employment. To achieve this, measures to improve the capacity of jobactive to
place more Indigenous job seekers into work have been introduced. This includes:

¢ increasing the flexibility in the Employment Fund, which is a discretionary fund that a
jobactive provider can use to help a person obtain the relevant skills, experience or
support to find and keep a job. jobactive providers also need to balance the needs of
all of their clients and are required to ensure that the purchase represents value for
money and will not bring jobactive or the Australian Government into disrepute. As a
result, some people may not be assisted or fully funded for the assistance they are
seeking; and

e employers hiring an Indigenous participant may be eligible to receive a Long Term
Unemployed and Indigenous wage subsidy of up to $6,500 (GST inclusive).

ParentsNext

The Australian Government understands the challenges faced by parents/caregivers in
combining employment and family responsibilities when children are younger. As children
get older, however, the community expects parents/caregivers to increase their level of
employment and reduce the need to rely on income support.

For this reason, a principal carer parent on working age income support payments, such as
Parenting Payment or Newstart Allowance, has part-time obligation requirements once the
youngest child in his or her care turns six years of age.

The ParentsNext program provides early intervention for parents, with a focus on getting
them job ready earlier and in particular by the time their youngest child goes to school
through setting employment goals, interview practice, qualifications, resume writing and
advice on childcare subsidies.

Transition to Work

Transition to Work provides intensive pre-employment assistance to young people who have
disengaged from work and study and are at risk of long-term welfare dependency. The
service is designed to improve the work readiness of young people 15 to 21 years of age
and help them get into work (including apprenticeship and traineeships) or education.
Eligible participants receive intensive support from community-based organisations with
expertise in helping young people to develop the work-related skills employers want and
need.

Youth Jobs PaTH

Youth Jobs PaTH is a three stage pathway to work that helps young people gain the
employability skills employers want, provides work experience opportunities and supports
young job seekers move from welfare to work through:
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e Prepare — Employability Skills Training to help young people better understand what
employers expect of them in the workplace, and equip them with the skills, attitude
and behaviours for them to be successful in jobs;

e Trial — PaTH Internships of four to 12 weeks to help young people gain the skills and
work experience they need to get and keep a job; and

e Hire — a Youth Bonus wage subsidy of up to $10,000 (GST inclusive) to encourage
the employment of young people 15 to 24 years of age. Also from 1 January 2017,
existing wage subsidies were further streamlined to make them more attractive to
employers by simplifying access and reducing red tape.

Empowering YOUth

Empowering YOUth Initiatives provides grant funding to not-for-profit and non-government
organisations for innovative initiatives to assist 15 to 24 year olds at risk of long-term welfare
dependency, onto the pathway of sustainable employment.

Prison to Work

The Prison to Work program, released by COAG on 9 December 2016, responds to the
recommendations made in the Prison to Work report, and addresses a number of actions in
the Prison to Work Action Plan.

The Prison to Work program is a Commonwealth Government in prison employment service
negotiated between the state and territory governments and provides all Indigenous
prisoners with access to in prison employment services.

Under the Prison to Work program, eligible prisoners (sentenced only but not available to
those on remand) will be offered employment assistance while they are in prison to help
them prepare for employment post release employment. Prisoners who elect to receive
assistance will first have their level of labour market disadvantage assessed. The
assessments will be conducted by either the in prison employment services provider or a
prison based medical/allied health professional.
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Attachment B — Detailed Regulatory Costings
ParentsNext — more intensive service offering

Introducing a Participation Fund and outcome fees to ParentsNext will result in additional
regulatory burden on ParentsNext providers.

e Participation Fund: The Participation Fund will use many of the existing Employment

Fund processes.

0 Based on the Employment Services 2015 (ES2015) RIS, the average Employment
Fund transaction takes 5 minutes.

o Inthe ParentsNext costing, annual Participation Fund expenditure is $13,670,190.
Assuming an average transaction of $500, this gives 27,340 transactions.

0 Using a default hourly labour cost of $68.79 per hour, this gives a regulatory impact
of 27,340x5/60x$68.79=$156,727.

¢ Outcome Fees: The information that triggers an education outcome is already captured
in the ParentsNext system. As with jobactive, IT systems will use Centrelink information
to automate the payability of some employment outcomes.

Providers

o0 Given the similarity with jobactive outcomes, the average time taken to process an
employment outcome claim is 25.5 minutes (from ES2015 RIS).

0 Inthe ParentsNext costing, it is estimated that there will be 6,951 outcomes paid
per year.

0 Using a default hourly labour cost of $68.79 per hour, this gives a regulatory impact
of 6,951x25.5/60x$68.79=$203,218.

Employers
o0 Inthe ES2015 RIS, it is assumed that 7.2 per cent of employment outcomes would

require 1.5 hours of employer processing.
0 Using an employer cost of $72.80 per hour (ES2015 RIS), this gives a regulatory
impact of 6,951x7.2%x1.5x$72.80=$54,652.

This gives an annual regulatory cost of $414,596 consisting of $359,944 for providers and
$54,652 for employers.

Closing the Gap — Employment Services — Prison to work

Introducing a new program to provide employment services in prisons will result in a
regulatory burden on the new Prison-to-Work providers.

e Participation plans: Prison-to-Work Providers will be required to lodge participation plans
for eligible Indigenous prisoners.

0 Based on the ES2015 RIS costing, the average lodgement transaction takes
8 minutes. The employment provider cost is from the ES2015 RIS costing, based
on the average wage in the jobactive network and adjusted for inflation, providing
an hourly rate cost of $56.20 per hour (between May 2015 and November 2016
wages increased by 2.5 per cent (ABS Cat No. 6302.0)).

0 Based on the COAG Prison to Work report, 9,500 Indigenous Australians would be
eligible to receive assistance as part of Prison-to-Work employment services.
Based on take-up of similar voluntary programs, it is expected to be 52 percent of
eligible prisoners will participate (4,940 prisoners).

0 Using a provider cost of $56.20 per hour, this gives a regulatory impact of
4,940x8/60x$56.20=$37,017.
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e Quarterly reporting: Prison-to-Work providers will be expected to lodge quarterly reports,
outlining the meetings which have been held and the amount of warm handovers which
have been completed.

0 Based on providing 4 reports per year, that takes 90 minutes each to draft, using an
hourly cost of $56.20 for 14 Prison-to-Work Providers nationally (calculated on
numbers of Indigenous prisoners and geographic spread):

0 14x1.5x4x$56.20 = $4,721

Therefore, the annual burden of this proposal is $41,738 per annum.
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