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Summary

Australia’s JobSeeker payment aims to support and encourage individuals back into work. The
payment is highly targeted – it only provides income to recipients who cannot rely on family or
other savings for financial support. 

But, in February 2023, many more people received the JobSeeker payment (850,000) than were
unemployed (560,000). In fact, only 1 in 3 JobSeeker recipients is typically unemployed and only
about 1 in 4 unemployed workers is a recipient. The lack of overlap between unemployment and
unemployment benefit receipt suggests there may be gaps in the capacity of the JobSeeker program
to insure Australian workers against the risk of unemployment. 
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In this note we explain why there are differences between receiving unemployment benefits and
being unemployed, or 'income support gaps’, using detailed household survey data. 

We show that about two-thirds of non-unemployed individuals receive the JobSeeker payment
because they are older, have a partial disability or are relatively poor. We also show that about 68%
of unemployed individuals do not receive the payment because they do not satisfy eligibility criteria,
such as the liquid asset and partner income tests. Among this group, there is a disproportionate
share of single people who do not have children.

In a companion note, Does JobSeeker target those who need it?, we build on these stylised facts to
explore the extent to which these income support gaps matter to policy. 



An individual is technically unemployed if they are: 

actively searching for work, and

would be willing to take up a job at the available wage. 

not currently in work nor have a job offer

The rationale for the income support gaps is targeting efficiency – whether the
payment supports those who most need it at the lowest fiscal cost. Targeting
efficiency is improved by excluding unemployed individuals who do not need it and
including non-unemployed individuals who do need it as judged by society.
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These income support gaps are mostly due to targeting rules. These rules allow the
government to maximise the amount they pay to individuals that require support,
given the funding allocated to the program. Targeting captures the rules guiding 1)
selection into the payment (eligibility criteria), 2) exit from the payment (mutual
obligations), and 3) the withdrawal of support as eligible individuals increase their
labour earnings (benefit abatement).

Survey data show that there are large and persistent ‘income support gaps’ – many
people who receive unemployment benefits are not unemployed, and vice versa
(Figure 1).
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Figure 1: JobSeekers and the unemployed

What does targeting mean in the JobSeeker program? 

In 2019/20, there were around 730,000 unemployed workers and 546,000 JobSeeker
recipients. Only 195,000 people were both unemployed and receiving unemployment

benefits. 
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Net Replacement Rate in UnemploymentFigure 3: Net Replacement Rate in UnemploymentThese comparisons suggest that the targeting of support in Australia is not extreme

by international standards in terms of how many people receive it. 
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As discussed in Whiteford (2015) the combination of a low replacement rate that does not decline, combined with targeting that is
focused on “means testing”, does make the Australian system uniquely efficient at reducing poverty.

1

Is Australia different from overseas in it's benefit targeting? 
Prior welfare reviews (i.e. Reference Group of Welfare Reform (2015)) and
commentary have indicated that the Australian unemployment benefit system is an
international outlier – both in terms of its flat rate of payment and level of
targeting. But this is somewhat misleading because: 

But the overall cost of the scheme depends on how many people receive it and the
amount that each receives. The Australian scheme is an outlier in how little income
insurance it provides to recipients:

Further discussion and evidence around replacement rates and fiscal cost can be
found in Appendix E. 

The share of unemployed individuals in Australia that receive an
unemployment benefit is around the OECD average (Figure 2).
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Figure 2: Receipt Gap From Targeting Varies by Country

The Australian system is not unusually strict in terms of the requirements for
benefit receipt (OECD 2022).

Australia is relatively generous in that the payment does not depend on how
long someone has received it. Most countries target support to those that
are short-term unemployed by reducing the payment the longer someone
stays on the benefit. 1

 1. The income replacement rate in Australia is low compared to the OECD
average (Figure 3), especially for short-term recipients.

As a result, Australia spends a smaller share of GDP on unemployment
benefits than many other OECD countries. 

 2.



Having liquid assets that exceed the value of the
threshold for the Liquid Assets Waiting Period (LAWP)

70% of unemployed workers are ineligible for the JobSeeker payment.

Receiving other income support payments
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Job seekers are not on JobSeeker - why are some unemployed workers not receiving benefits? 

The HILDA Survey does not collect regular information on new migrants due to its longitudinal design. It is likely that some
unemployed individuals are excluded due to their residency status (Appendix B).

4

The reason for non-uptake of unemployment benefits can be investigated by
identifying unemployed individuals who receive and do not receive benefits and by
applying the eligibility rules. For this, we use detailed information about workers
provided in the Household, Income and Labour Dynamics in Australia (HILDA)
survey.3, 4

Appendix C explores the sensitivity of our conclusions to the ordering of reasons for ineligibility.5

2 This concept and its operationalisation are discussed in Kleven  and Kopczuk (2008).

Having a partner earning more than the partner income
threshold

Having assets above the asset limit

The household survey data indicate that ineligibility for the JobSeeker payment is
due to several factors. Among non-receipients these factors are: 5

3 For a description of the HILDA data, see Appendix A. 

Workers may not receive unemployment benefits either because they are ineligible
or because there is a perceived personal cost to receiving benefits (e.g. social
stigma). Both allow the government to target assistance to those that are deemed
to need it.2
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Figure 5: Unemployed Persons Ineligible & Not Receiving JSP
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Figure 4: JSP Coverage for the Unemployed Population

Income Support Gaps: When JobSeekers don't seek jobs. 5Non-take up can be due to a lack of information, costs of application, or unobserved reasons for exclusion from eligibility (i.e. as
described in the eligibility criteria in https://guides.dss.gov.au/social-security-guide/3/2/1). 

7

The number of unemployed individuals receiving other government support is
roughly similar to the number who receive the JSP. This suggests that around half of
unemployed individuals are truly supported by government income assistance.  And
among the remaining individuals, most are explained by a variety of means and
asset tests implying that the government believes they are financially secure
enough while searching for a job. 

6

6 A discussion of the importance of other income support payments in the Australian welfare system can be found in Appendix D.

Only about 8 per cent of unemployed workers appear to be eligible but are not
receiving the JSP. This indicates a take-up rate of 92 per cent among the truly
unemployed which is very high by OECD standards (OECD 2019, Bargain 2010). 

7

https://guides.dss.gov.au/social-security-guide/3/2/1


10

0%

25%

50%

75%

100%

2004 2006 2008 2010 2012 2014 2016 2018 2020
Survey Year

Employed NILF Unemployed

Share of labour force
On the JSP by Labour Force Status

Sources: ABS Survey of Income and Housing; e61

Figure 6: On the JSP by Labour Force Status
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Figure 7: Hours of Work
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Estimates from publicly available administrative data indicate that around 94% of
beneficiaries who are employed earn more than $150 per fortnight and so are
subject to effective tax rates of at least 40% on additional earnings. When also
including abatement due to working partners, 1 in 4 JobSeeker recipients receive a
partial payment - a significant group of people that may be in a poverty trap. 

Some recipients work in low-paying jobs and JSP acts as an income top-up; 
Some recipients are not working and meet the job search requirements but are
not willing to work immediately at the current available wage (which is a
technical requirement for being unemployed). 

Because of this focus on poverty alleviation, it is possible to receive JobSeeker even
if you are not technically unemployed: 

1.
2.

Targeting is not just about taking people off benefits, but also the withdrawal of
income support as their labour earnings increase. This benefit abatement can lead to
high effective tax rates for benefit recipients who may want to work more, as shown
in Appendix F. Such high effective tax rates may stop recipients from fully exiting
the system by keeping them out of work for longer or by incentivising them to work
fewer hours than otherwise. This is termed a poverty trap. 

JobSeekers are not seeking jobs - why are some recipients not unemployed? 
A key focus of the Australian unemployment benefit system is to ensure that
individuals have access to sufficient resources to reach a minimum essential level
(Attorney-General’s Department 2023). In other words, JobSeeker is not just a
payment to support workers while they look for a job.

About 156,000 employed workers receive the JobSeeker payment because they have
sufficiently low income and are eligible for the payment - about 1.3% of employed

Australians. 
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Figure 9: Unemployed and Not Receiving the JSP
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Figure 8: On the JSP and NILF
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Family structure and age matter for income support receipt. 
Family status and age are important elements of how a targeted system works – as
both are used by the government to determine need.

However, under the current structure of the system, many unemployed single
workers are unable to access the JobSeeker payment – in fact, more than half of
those that are unemployed and not receiving the payment are single and without
children. Ineligibility in this group is driven by the LAWP (85%) and receipt of
another income support payment (32%). This gap is explored further in Appendix H.

Over a third of all JSP recipients are not in the labour force (NILF) and therefore are
neither employed nor unemployed. This is largely driven by: 

According to DSS data, there were slightly more individuals aged 25-34 receiving the unemployment benefit over the 12 months to
June 2020 than 55-64 year olds. However, in the survey data the reported number of 25-34 year-olds receiving the payment is 18%
below the older group – suggesting that younger individuals are less likely to report benefit receipt.

8

Related to age is work capacity – individuals may have limited capacity for
work, but may not be in a situation to receive the disability support payment.
In this case, the individual would be eligible for the Job Seeker payment. DSS
data suggests that 44% of individuals receiving the payment only have partial
work capacity (Appendix G).

A family with multiple earners has more economic resources to support a
family member through a period of job loss. This implies that single individuals
may have a greater need for income support and are more likely to attempt to
take it up even if they do not meet the exact job search criteria.

Workers aged over 55 years can receive the benefit without searching for work
because of less stringent job search requirements. This makes it easier to opt-
in to the JobSeeker payment and use it to support early retirement. Further, in
surveys, the stigma of reporting that you receive benefits tends to decline with
age while the stigma of reporting that you are unemployed increases with age
(Bruckmeier, Riphahn, and Wiemers 2018, 2020).8
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Disclaimer
The Household, Income and Labour Dynamics in Australia (HILDA) Survey 
This paper uses record data from the Household, Income and Labour Dynamics in
Australia (HILDA) Survey. The unit record data from the HILDA Survey was obtained
from the Australian Data Archive, which is hosted by The Australian National
University. The HILDA Survey was initiated and is funded by the Australian
Government Department of Social Services (DSS) and is managed by the Melbourne
Institute of Applied Economics and Social Research (Melbourne Institute). The
findings and views based on the data, however, are those of the authors and should
not be attributed to the Australian Government, DSS, the Melbourne Institute, the
Australian Data Archive or The Australian National University and none of those
entities bear any responsibility for the analysis or interpretation of the unit record
data from the HILDA survey provided by the authors. 
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