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Problem Analysis - Economic

Youth unemployment is a symptom of structural weakness in the economy, and should be treated as 
such

https://digitalcommons.wpi.edu/cgi/viewcontent.cgi?article=6194&context=iqp-all
http://adapt.it/adapt-indice-a-z/wp-content/uploads/2017/03/rr7.pdf

Aside from 

shocks such 

as COVID-

19, there are 

three main 

contributing 

factors:

1 2 3Skills gap A slowing economy Job automation

Youth unemployment in Australia remains high and is trending upwards, currently 16.30% 

Falling export demand coupled with 

COVID-19 puts downward pressure 
on aggregate demand, resulting 
redundancies. Youth are at a higher 

risk of redundancy and are 
therefore disproportionately effected 

by an economic slowdown.

Mismatch between the skills 

demanded by employers and 
supplied by youths results in 
unemployment despite job 

vacancies. Employers are failing to 
take full advantage of youth’s skills, 

impairing labour market efficiency.

40% of existing jobs are at risk of being 

automated by 2030, disproportionately 
impacting youth as low-skilled and entry-
level jobs are more susceptible. Re-skilling 

is not a cure-all, with 10% of unskilled 
workers highly unlikely to work again after 

losing their job.

Lasting 

scarring effects 

as a result of 

youth 

unemployment:

Health Crime Lifetime Earnings

Youth unemployment is linked with 

both mental and physical health 
issues, including depression, 
substance abuse, and decreased 

life expectancy. HBR found that the 
physical health of unemployed 

young people is roughly equal to 
that of employed 50+ year-olds.

There is an extremely significant 

relationship between youth 
unemployment and crime, as it offers a 
way of earning money without 

employment. Crimes are not limited to 
petty offenses, with youth 

unemployment linked to gang brutality 
and violence.

Unemployed youth accumulate less human 

capital over the course of their life, 
damaging the economy through lost 
productivity. Decreased lifetime earnings 

can lead to a plethora of issues including 
homelessness, inability to retire, and a 

generally lower quality of life. 

https://digitalcommons.wpi.edu/cgi/viewcontent.cgi?article=6194&context=iqp-all


Problem Analysis - Political

https://www.macquarie.com/assets/macq/about/community/macquarie-group-foundation/global-grant-making-focus/macquarie-mckinsey-alphabeta-report.pdf

http://www.oecd.org/employment/Action-plan-youth.pdf

Systemic Scarring Policy Implications

• Youth unemployment is evidently a 
driver of severe social and economic 
issues (poverty, homelessness, 
substance abuse, etc.) since it harms 
young individuals’ economic 
circumstances and socially isolates  
them from more fortunate peers.

• Simultaneously, this socio-economic 
vulnerability is itself a cause of youth 
unemployment. Young NEETs face a 
range of other problems that hinder 
their prospects for long-term 
employment (mental health, addiction, 
abusive settings, poor education 
and/or socialisation) 

• In this sense youth unemployment is a 
“wicked” issue: it affects groups that 
are systemically vulnerable and in turn 
worsens this vulnerability. This 
heightens the need for policy 
interventions, lest systemic feedback 
loops be allowed to entrench chronic 
socio-economic vulnerability. 

• Addressing youth unemployment 
require a readjustment of labour 
markets that addresses structural 
weakness through economic policy. 

• The wicked nature of the problem area 
complicates this: policy that fails to 
address the underlying causes of 
vulnerability amongst unemployed 
youth could lead to subpar outcomes. 

• The best way to mitigate this is by 
fostering an evidence-based policy 
climate that dynamically assesses 
individual policy failures/successes 
and their respective causes. 

As a wicked policy issue, youth unemployment cannot be remedied without addressing its 
underlying factors

https://www.macquarie.com/assets/macq/about/community/macquarie-group-foundation/global-grant-making-focus/macquarie-mckinsey-alphabeta-report.pdf
http://www.oecd.org/employment/Action-plan-youth.pdf


Analysis of Current Policy



Review of Current Australian Policy

Two major policy schemes aim to combat youth unemployment

*Work for the Dole temporarily suspended in March 2020 due to COVID-19 pandemic.

Work for the Dole Youth Jobs PaTH Program

Overview

• Participants must work in an approved activity for 6 

months every year to receive income

• Commonly manual labour, in not-for-profit and 

volunteering positions

• Business receives $1000 grant for every job seeker

1. Prepare: Employability Skills Training to get young 

people job ready

2. Trial: PaTH Internships which allow employers to 

“try before they buy” using the Government’s 

recruitment service, JobActive

3. Hire: $10,000 Youth Bonus Wage Subsidy

Introduced 1998 2016-2017 budget

Target Demographic General unemployment Youth unemployment

Nature of Program Mandatory since July 2015*
Voluntary, however Employability Training is mandatory 

after 5 months in JobActive 

Type of ALMP Work-based welfare Human capital program



Critique of Current Policy

Both policies fail to address the critical issues at the core of the problem

1. Evaluation of Work for the Dole (Social Research Centre, 2015)
2. Does ‘Work for the Dole’ work? (Borland and Tseng, 2015)
3. Are We Creating Active Citizens through Compulsory Volunteer Programmes for Young People in Australia? (Warburton and Smith, 2003)

Work for the Dole Youth Jobs PaTH Program

Participants found to 
be no more (and 

often less) likely to 
find employment 

than other Centrelink 
clients2

Scheme increased 
the chance that 

people would move 
off welfare by 2%1

Fosters 

resentment in 

job seeker and 

creates stigma 

around 

volunteering3

Empirical Performance Crowding Out Ethical Issues

• Businesses can 
abuse cheap labour 
to avoid onboarding 
official employees

• One business took on 
17 interns without 
permanent employing 
any

• Crowds out real 
employment with little 
gain for interns

• $840m program 
aimed to permanently 
employ 30,000 young 
people per year

• In first 18 months, 
only 5,619 people 
had completed 
program

• Only 3,645 employers 
signed up (20,000 
target)

• Interns earn well 
below minimum wage 
($4.00-$6.50/hr)

• They will likely 
continue to live below 
poverty line

• Unskilled nature of 
work raises 
exploitation concerns

1. Supply-side policy which fails to address the structural 
issues driving youth unemployment

2. Program is punitive and fails to foster skill development 
and create job opportunities

1

2

1. PaTH’s nature as a ‘human capital’ program is an 
improvement on the ‘workfare’ Work for Dole scheme

2. Lack of practicality coupled with poor implementation

1

2



International policy comparison

Insights from effective international policy should be used to inform Australian policymaking

Controlling to Constructive: Youth Unemployment Policy in Australia and The Netherlands (Meijers & Te Riele, 2004)

Starting from similar percentages of youth unemployment, the differing youth employment policies of Australia and The Netherlands have resulted in a 
significant divergence, with Australia’s rate remaining high while The Netherland’s decreased.
The primary difference between the two programmes is that Australia’s is one of mutual obligation (Work for the Dole), whereas The Netherland’s 
primary concern is providing employment to youth.

Youth Unemployment Rates in Australia and The 

Netherlands, 1985-2000 (%)

VS.Obligations Guarantee

Policies primarily address 

the supply side by 

focussing on improving 

youth employability, rather 

than a concerted effort 

towards job creation to 

create opportunities for 

young people.

The primary goal of the 

policy is to stimulate demand 
for labour, directly 

addressing the demand side 

by manufacturing labour 
demand via job guarantees. 

Jobs are created partially 
through subsidies.

Unemployed youth are 

coerced into ‘Working for 

the Dole’ to meet their 

perceived obligations. 

The aim is to improve 

employability, but does 

not  focus on job 

creation/stimulating 

labour market demand.

Programme is provided 

through an integrated 

government service, 

offering continuity and 

coherence. This allows for 

complete information and 

for policy to be executed 

consistently across the 

board.

Programme relies on 

many external agencies 

for projects and services, 

creating fragmentation 

and increasing the 

likelihood of some young 

people ‘slipping through 

the net.’

Instead of benefits, youth 

are guaranteed a job, 

providing them with 

employment and the 

opportunity to improve 

their employability through 

experience. This approach 

is cooperative rather than 

coercive.
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IBKN Policy Recommendation

Two-pronged approach which targets all relevant facets of the issue   
P

o
lic

y
Is

s
u
e

s Structural Economic 

Weaknesses

Two-pronged policy overhaul

Youth Future Guarantee Streamlined Governance Structure

• Policy which addresses both the demand and supply side of 
youth unemployment issue

• Aims to ensure every youth has access to a job, education or 
vocational training to advance their future

• Failure to engage with the program results in the cessation of 
income support

2 Key Pillars:

1. Publicly funded post-secondary education and training systems

2. Increased demand for entry level positions

Systemic Socioeconomic 

Factors Inadequate Current Policy

• New section in the Department of Social Services aggregates 
and coordinates data between support programs and income-
supported education

• Single agency in the Department of ESE manages payments 
under the Youth Future Guarantee 

• Long-term success will hinge on evidence-based policy review. 

• Wicked problem area means success must be measured in 
terms of socio-economic outcomes and their distribution in 
addition to employment outcomes. 

• New agencies provide a pathway for this



Youth Future Guarantee: Pillar 1

Australia must enable social mobility and address skills gaps

1. OECD
2. Do Tuition Fees Underpinned With Income Contingent Loans Diminish Access and Gender Income Equality? (Australian Parliament House, 2013)

Proportional Educational Level of Workers (%)1 Analysis:

Among OECD countries as a proportion of workers, Australia is ranked:

• 8th for those with high skills (tertiary education)

• 29th for those with intermediate skills (Year 12 to Cert III)

• 16th for those with low skills (did not complete year 12)

Poor performance in intermediary skills category suggests vocational training is a 
key unlock for advancing youth outcomes.

Additionally, high fees (even under HECS) act as a barrier to entry for 
disadvantaged youths when attending university.

Policy Action:

Introduce nationwide free TAFE for ’priority courses’ and means-test the HECS, 
offering ‘priority courses’ free of charge for low SES individuals. Priority courses 
are those address a skill shortage or are linked to ongoing or planned 
infrastructure projects.

Outcomes:

• Young people gain valuable, employable skills which align with the economic 
needs of Australia

• Australia narrows its skill gap, fulfilling economic potential

• Increased generational social mobility, allowing most affected young 
Australians to break cycles of poverty

“High university tuition fees have a significant impact on 

low SES participation, even under HECS-HELP loans”2



Youth Future Guarantee: Pillar 2 – Increasing entry-level demand 

Stimulating demand for entry-level positions will facilitate entry to the labour force for more young 
Australians

(1) Seamus McGuinness, The Economic and Social Research Institute (ESRI), 2017

(2) Shirley Jackson, Coming of age in a crisis: young workers, COVID-19, and the youth guarantee, Per Capita (2020)

Private Sector Policy
Why aren’t grads hired more 

frequently?
The marginal cost of labour (MCL) is higher 

due to training expenses, while marginal 

benefit (MBL) remains less than a more 

experienced worker.

When will firms higher more 

graduates?
When the MBL exceeds the MCL for 

graduates, a firm will hire more to maximise 

profits. They will hire until MBL=MCL.

What policy measures can achieve MBL exceeding MCL?
Achieving this condition requires either an increase in MBL, a decrease in MCL or both. 

Without experience, a graduate’s productivity cannot be easily improved so policy should 

address MCL. Subsidising firms which offer graduate only positions will decrease MCL to 

the firm and result in more youth employment.

Public Sector Policy

Skill mismatches drive inefficiency

40% of university graduates working outside of their 

chosen field 1.

Employers fail to take full advantage of graduate 

education, forfeiting benefits gained by specialisation 

and ultimately leading to less productivity.

Dedicated graduate programs scarce

Lack of dedicated graduate programs means 

graduates will compete with more experienced 

applicants, rather than other graduates

Graduate’s cannot compete due to lack of experience, 

yet do not have a way to accumulate on-the-job 

experience and improve candidacy.

Creating graduate jobs as a solution

The need for a targeted demand side policy

The creation of dedicated entry-level jobs for 

graduates should be pursued in both the private 

and public sectors with 2 separate strategies.

Not only will it benefit with immediate employment, 

but a more efficient economy in long term by once 

again improving specialisation.

Expanding 

graduate 

employment in the 

Federal 

Government is 

simple and direct: 

hiring more 

graduates across 

various 

departments. A 

proposal by Per 

Capita shown 

right 2:



OutcomePaTH Approach YJG Method
Internships lasted 4-12 weeks of voluntary work 

experience, receiving $200 fortnightly from the 
government. Employers incurred no direct 

expenses under PaTH, receiving up to 50 hours a 

week of free labour per intern.

Youth Jobs Guarantee (YJG): Economic Analysis

The Youth Jobs Guarantee learns from PaTH’s shortcomings to guarantee youth jobs

Duration

Payments 

& 
Subsidies

Logistics

The Youth Jobs Guarantee (YJG) adopts features from PaTH as well as the Netherlands’ job guarantee to employ young Australians. Jobs from both 

the private and public sector are collected in the “Job Pool” database – for example the entry-level jobs discussed last slide. As with the Netherland’s, 
YJG will replace welfare benefits once it is viable to do so: instead unemployed youth will be offered a job to earn money with.
The goal is to provide young Australians with the opportunity for real work experience over an extended period of time, in the hope that once they have 

completed the contract they will transfer into regular long-term employment or pursue further education. Failing this, however, they are welcome to use 
the guarantee up to the age of 25. Below is a comparison to PaTH, the government’s current youth employment effort:

YJG roles operate on 6-12 month 

contracts receiving a living wage. The 
contract is dependent upon the business 

and for all intents and purposes is a short 

term employment contract. Contracts can 
be renewed/requested until 25 years.

The longer contracts are intended to provide a true understanding of the 

workplace as well as providing the necessary time to learn real skills. Conversely 

the PaTH internships were not comparable to real employment and typically 

would involve extracting value from the intern rather than making them more 

employable.

The primary beneficiaries from PaTH were the 
businesses – receiving an upfront $1,000 per intern 

taken, and another $10,000 to employ the intern 

afterwards. The intern’s $100/week was government 

funded. Since businesses were being paid to accept 

free labour, PaTH internships routinely led to 
exploitation due to moral hazard.

Under YJG wages are paid by the 

company to the employee, but are 
subsidised so that MC<MB, making it 

worth their while to employ a youth via 

YJG.

There were two massive failings from PaTH that shaped this policy – firstly the 

incredibly low wage rate, and secondly the exploitation of interns as a result of 

moral hazard. For this reason it is important that youth receive a living wage for 

their work, but equally important for the policy’s viability is that the post-subsidy 

wage paid by the employer is competitive to attract businesses to the scheme.

PaTH’s most striking logistical failure was the 

massive overestimation of participating businesses.  
Commonly cited reasons were finding hiring PaTH

interns difficult to navigate and a general lack of 

awareness of the program.

Constructing and maintaining the job pool 

under YJG is to be a collaborative effort 
between government, employers, and 

unions as seen in Holland. Through 

cooperation and regular communication 
the method will be designed to satisfy all 

stakeholders.

Despite mutually beneficial financial relationships with businesses, YJG will 

depend at its core on human relationships. It is through these relationships that 

businesses, unions, and the government can cooperate to the benefit of all. 

Conversely, by imposing a unilateral scheme and paying businesses to take free 

labour, PaTH became a dubious money making scheme for some. YJG offers far 

more positive outcomes than its predecessor.



Simplified Governance Map

Disjointed agencies and weak coordination are the problem

(1) https://www.directory.gov.au/portfolios/social-services/department-social-services & dss.gov.au

(2) https://www.directory.gov.au/portfolios/education-skills-and-employment/department-education-skills-and-employment & dese.gov.au

Department of 

Social Services 

Department of 

Education, Skills 
and 

Employment

Services 

Australia

Section for Employment 

Programs and Activation

Data Exchange 

Branch

Data Strategy & 

Development 

Branch

Welfare Provision 

Agencies & 

Programs

Section for Data, Housing & 

Homelessness

Work for the Dole, 

Young Jobs PaTH,

other youth 

employment agencies

Registered  

Training 

Organizations

Registered 

Employers

Operates within the Department of Social Services (DSS) as a 

subsection of the housing & homelessness section.

This hierarchy is unnecessary, the coordination of Social Services data 

with other departments is critical in multiple policy areas.

Data Exchange Branch Service Providers

ALMP service providers are diffuse, with multiple programs managed by 

different agencies within DESE, themselves working with different 
employers and trainers.  

https://www.directory.gov.au/portfolios/social-services/department-social-services
https://www.directory.gov.au/portfolios/education-skills-and-employment/department-education-skills-and-employment


Simplified Governance Map

Proposed Changes

https://www.employment.gov.au/youth-jobs-path#:~:text=Youth%20Jobs%20PaTH%20is%20an,financial%20incentive%20when%20they%20hire.

Department of 

Social Services 

Department of 

Education, Skills 
and Employment

Services 

Australia

Section for Employment 

Programs and ActivationWelfare Provision 

Agencies & 

Programs

Section for the aggregation 

and coordination of Social 
Services data

Youth Jobs Guarantee

Registered 

Employers 

(Jobs Pool)

Public training and 

educational 

institutions

New DSS Section YFG Managing agency

All youth-related ALMPs are replaced with the Youth Future Guarantee 

and managed by a new agency. 

This integrates the DESE agencies responsible for addressing and 

measuring youth unemployment.

A new Section for Data within the DSS is created separate to the 

Section for Housing & Homelessness. 

Streamlined hierarchy allows for specific objectives to be identified and 

pursued: ultimately the agencies’ goal is to improve policy outcomes 
through inter-departmental data coordination.

https://www.employment.gov.au/youth-jobs-path


Long-term structural goals

Promoting Evidence Based Policy

https://digitalcommons.wpi.edu/cgi/viewcontent.cgi?article=6194&context=iqp-all
http://adapt.it/adapt-indice-a-z/wp-content/uploads/2017/03/rr7.pdf

One Policy, Two Departments

The wicked nature of the problem area poses major policy challenges

In the private sector, the 

fragmented nature of current 
programs has frustrated uptake. It 
also ensures that unemployed 

youth seeking assistance are not 
always placed into optimal 

programs since personal records 
are spread out. It also creates 
logistical inefficiencies that hinder 

programs’ potential.

The wicked nature of youth 

unemployment implies a need for 
holistic policy. A decrease in the 
youth unemployment rate will not 

necessarily reflect changes for the 
most vulnerable elements of the 

population. There is also a concern 
that benefits accrue 
disproportionately to unemployed 

youth in more fortunate 
circumstances.

Two major 

barriers to 

effective policy 

formulation in 

the current 

climate

How the 

proposed 

changes 

address this

The new agency within the 

Department of Social Services 
will allow for better data 
coordination between the two 

departments. Provided that 
horizontal relations are effectively 

introduced, this body will provide 
DESE with the information it 
needs to accurately measure 

program outcomes

On one hand this is addressed 

by streamlining agencies into a 
single DESE body that can 
communicate with employers 

and agencies unilaterally. 
Additionally, the DSS Data 

section will help address 
logistical concerns at the 
provider level. 

An evidence-based approach to policy 

analysis will be a precondition to long-

term success. The proposed institutional 

changes seek to address this by fostering 

‘flat’ relationships between relevant 

bodies across the DESE and DSS. That 

the creation of a new body and the 

integration of ALMPs will do this is not 

guaranteed. There is also a possibility 

that other institutional changes would be 

better suited to this purpose. The 

takeaway is that the ‘chronic’ aspect of 

youth unemployment will likely react to 

policy in unexpected ways, especially at 

longer time scales. Fostering awareness 

of this in the institutional culture is 

essential, such is the ultimate purpose of 

the proposed changes.

https://digitalcommons.wpi.edu/cgi/viewcontent.cgi?article=6194&context=iqp-all


Conclusion



Conclusion

IBKN’s policy recommendations address the root causes of the issue

Unify fragmented government departments 

to a new agency which will effectively 

administer youth unemployment programs 

and monitor their success.

21

Ensure adequate training and entry-level 

jobs are available to Australian youth, filling 

skill mismatches and allowing the most 

disadvantaged groups to break generational 

poverty.

Youth Future Guarantee Streamlined Governance Structure


