Author’s contact information
Dr Sharon Wright
Lecturer in Social Policy
University of Stirling
Stirling
FK9 4LA
 

e-mail:  sharon.wright@stir.ac.uk
Tel:  +44 (0)1786 467688
Fax:  +44 (0)1786 467689
Dr Greg Marston
Senior Lecturer in Social Policy

Social Policy Unit 

The University of Queensland

Brisbane

Australia

e-mail:  g.marston@uq.edu.au
Tel: (07) 3365 3024

Professor Catherine McDonald

School of Social Sciences

RMIT University

Melbourne

e-mail: catherine.mcdonald@rmit.edu.au

Australia
Acknowledgement
The authors would like to thank the Carnegie Trust for the Universities of Scotland for the financial award that supported this international collaborative work.
The Role of Non-Profit Organisations in the Mixed Economy of Welfare-to-Work in the UK and Australia

Abstract
This article charts the history and development of welfare-to-work policies and compares and contrasts the traditions of delivery in the UK and Australia.  We find that in the UK employment services and social security benefit administration have been dominated by the central state, traditionally affording a key role to civil servants as direct delivery agents.  However, in federal Australia, mixed economies of welfare-to-work operate in the different states, there is a far greater role for social services and non-profit organisations are firmly established as key providers of front-line employment services.  Since the late 1990s, UK welfare reforms have been gradually following the Australian lead in contracting non-state actors as delivery agents.  As this trend seems set to continue and intensify, we examine the Australian experience in order to reflect on the role of non-profits in democratic policy deliberation.  
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Introduction

The involvement of governments in welfare service delivery is a relatively recent phenomenon. Historically, non-state actors played a major role – that is, market-based for-profit organisations, non-profit and charitable organisations and informal entities such as families all contributed to the care and management of the vulnerable and poor. But as post-World War Two advanced welfare states arose, governments at different levels developed an active and in some cases, major role in service delivery. There are, however, national variations in the blend of mixed economies of welfare. In the United Kingdom, for example, the state became a major player and as such, loomed large in the imaginations of its citizens. In Australia on the other hand, partially due to historical contingencies and partly due to a different political system, the government’s role in actual service delivery was, in comparative terms, relatively muted. In Australia, a mixed economy of service delivery was the norm. 
Despite the differences, it is useful to consider the trajectory of the mixed economy of welfare in these two countries given the recent attention to greater involvement of non-profits and private companies in the delivery of various types of services. The core thesis of this paper is that intensification of states’ use of non-state organisations in recent times represents an element of the more far reaching neoliberal project which, among other things, limits government’s traditional accountabilities to the public and deflects political risks inherent in human services delivery away from the state. At the same time, constructing the relationship between state and non-state organisations within the framework of public choice theory concentrates government control over service delivery undertaken in non-state locations. Public choice theorists also reject the pluralist concept of many voices in society debating public policy to develop a workable consensus (Staples, 2005: 6). These three outcomes are highly significant on a number of levels – in relation to the rights of citizens to state assistance, in relation to the role and functioning of civil society, and in relation to the manner in which contemporary governments re-shape liberal democratic governance.
In illustrating this thesis, we take as our modal example the case of employment services. While Australia has traditionally followed the lead of the UK in many domains of social policy, the attention of policy makers in the UK and other western countries has been captured by Australia’s decade-old Job Network – hailed at its inception as a ‘radical experiment’ which privatised employment services (Considine, 2001; OECD, 2001). We suggest that taking a considered look at the Job Network is instructive for what it reveals about changes in the mixed economy and the associated social politics of welfare in both the UK and Australia. It is also instructive in assisting policy scholars and policy makers to consider the implications of contracting within an overarching neoliberal project for citizens, civil society and the state. 

In the latter part of the 20th Century, particularly in the Anglophone countries, New Public Management (NPM) became the administrative doctrine of choice and its nostrums were vigorously applied to all aspects of state activity. Neatly captured by the phrase ‘steering not rowing’ (Osborne and Gaebler, 1992), governments were advised to restructure most aspects of service delivery using market or market-like principles. As is well known, this led to the application of contestability, the widespread practice of outsourcing what were previously government-delivered services, and the creation of new hybrid form of organisation of service delivery systems – the quasi-market. The United States of America led the way, but other nation states followed in its wake. Nevertheless, while the management prescriptions were drawn from the same body of administrative theory, the applications of NPM took nationally contingent paths and were perceived differently by citizens. In Britain, for example, the Thatcherite embrace of markets stood in such contrast to the post-war state-run welfare state that subsequent developments took on the flavour of revolution. In Australia on the other hand (and perhaps with the exception of the Australian state of Victoria), the NPM-informed developments appeared less radical because they were overlaid on an existing mixed economy which had a well-developed role for both for-profit and non-profit organisations in a range of social service domains. 
More recently though and in the context of the adoption of an overarching welfare-to-work policy agenda, Australia has ‘upped the anti’ in service delivery reform and has, in the field of employment services delivery in particular, developed what is held out to be a world-leading innovative model. In 1998, the Australian Commonwealth Government adopted what the OECD (2001) explicitly nominated as one of the most radical experiments in employment services to the unemployed – the Job Network. Replacing the long-standing government-operated labour exchange, the Australian government created an integrated quasi-market of employment services linking the purchaser (the federal Department of Employment and Workplace Relations [DEWR]) with two categories of provider. One of these is Centrelink, the government-run income support agency, and the other is the Job Network, a system of over one hundred for-profit and non-profit human service agencies operating in over two thousand different sites across the nation. 
In the UK, there are distinct signs that policy makers may be looking to this Australian experience for inspiration in the reorganisation of employment services as part of a programme of radical reforms first announced in the 2006 Green Paper: A new deal for welfare: empowering people to work and refined in the 2008 Green Paper: No One Written Off: Reforming Welfare to Reward Responsibility Although the direct delivery of employment services has remained the almost exclusive reserve of the civil service, the past decade has seen a gradual intensification of efforts to engage non-state actors in partnership arrangements, primarily through the New Deal programmes, but increasingly in area-based Department for Work and Pensions (DWP) initiatives such as Employment Zones, Working Neighbourhood pilots and Pathways to Work pilots. From October 2008 the Employment Support Allowance (ESA) will replace the Incapacity Benefit and the sanctions regime will be toughened for those receiving the Job Seekers Allowance As well as placing greater emphasis on ‘individual responsibility’ the new wave of reforms is seeking to expand the devolution of employment assistance programs from the government to private and voluntary sectors (DWP, 2008). The extent of this ‘reach into civil society’ (Clarke & Newman, 1997:  29) and the managerialist-inspired terms of the engagement – via contractual arrangements offering financial rewards based on outcomes – make this a definitive moment invoking a new (post) welfare settlement in the UK. 
It is with an eye to those developments, in particular to the impact of such initiatives on British service delivery systems and on British service users that we draw here on the Australian experience of the Job Network. We note at the outset that with the increased conditionality promoted by a welfare-to-work policy regime, the role of non-state entities in the delivery of government policy in Australia has become increasingly compromised. Specifically, developments over the decade of Job Network operations have drawn all Job Network members into a regime of discipline, compulsion and sanction (Carney, 2006). As such, Australian Job Network members, particularly the non-profit members, operate within an overarching rationality which is in stark contrast to that normally articulated by promoters of the third sector and/or ‘civil society’, and engage in practices which undermine any pretence that unemployed Australians are rights-bearing citizens.  As will become clear, our assessment of the functioning of the Job Network tells a very different and very cautionary tale to that normally proclaimed by the Australian Government. This, we suggest, bears consideration by those promoting similar policy agendas in the UK. Before examining these developments in more depth, it is useful to situate the subsequent discussion within a theoretical framework nominally developed to understand shifts in the relationship between governments and civil society.
Civil Society to Shadow State

The relationship between the state and the non-profit sector (the most commonly nominated proxy for civil society [Van Til, 2000]) has for several decades been the object of scholarly interest and debate by an international scholarly project known as ‘third sector’ studies (Salamon, 1995a; Billis, 1993). While the role of the sector has long been considered important to advanced welfare states (See Kramer, 1981 for a seminal statement of this notion), since the advent of New Public Management and the associated outsourcing of government functions, the role of the non-profit sector in welfare regimes takes on a new significance (Gidron, Kramer and Salamon, 1992). This is especially so if it is acknowledged that neo-liberal inspired policy developments have reconfigured post-World War II Keynesian welfare states. Accompanying the associated turn in politics has been a steady series of developments in policy, pulling back from entitlements based on rights and moving towards programmes of obligation and conditionality. 
The other seemingly unrelated and largely un-problematised development has been the growth the scholarly project of third sector studies alluded to in the previous paragraph. Led predominantly by scholars from the United States (c.f. Salamon and Anheier, 1992; Van Til, 1988), the field has rapidly extended to the Europe (Evers and Laville, 2004), Australasia (Lyons, 2001) and Canada (Banting, 2000). In a quest to articulate a theoretical appreciation of the role of the third sector in contemporary democracy, the organisations comprising it have been linked to a series of hypothesised and valorised processes and outcomes, ranging from social capital to civil society (Lyons, 2001; Van Til, 2000). Conflating the non-profit sector with the third sector has had the effect of re-positioning it as an essential part of the institutional arrangements of good governance in successful democracies (Bellah, Madsen, Tipton, Sullivan and Swindler, 1985; Lohman, 1992). In such discourses, the non-profit sector takes on heightened significance and its role is both authorised and legitimised in a range of activities, not the least of which is social service delivery (McDonald and Marston, 2002b).

At the same time, policy developments promoted by neoliberal governments accept and adopt in their own discourse the putative role and nature of the non-profit sector as proposed by third sector theorists and insert it into their policy frameworks for their own purposes. As a consequence, across the Anglophone countries in particular, a discourse of ‘partnership’ and ‘community’ has developed in which the state appropriates the assumed characteristics of non-profit organisations as civil society (McDonald and Marston, 2002a; 2002b). As well as automatically positioning the state in an unfavourable and undesirable light as a desirable arena of service provision, this encourages public debates about the role of the non-profit sector and its role in service delivery to be conducted in terms of communitarian-inspired visions of civil society, rather than as the politics of the state instrumentally using the non-profit sector as a convenient arena for service delivery (Billis and Harris, 1992; Nyland, 1993) – a process neatly captured over fifteen years ago  by Wolch (1990) when she coined the term the ‘shadow state’. 
In 1989, a German scholar, Wolfgang Seibel, articulated the advantages for states of such developments. In essence, he argued that the non-profit sector acts as a form of ‘shunting yard’ where the political risks of failure – particularly in an ambivalent and difficult area of social service delivery – can be removed from the state. When failure occurs (or as is the case here, when service delivery takes on a politically less palatable flavour), the non-profit sector wears the political risks for the state. Further, according to Seibel, the non-profit sector is characterised by ‘mellow weakness’, in that it is made up of organisations which, in general, are positively characterised by the general public irrespective of evidence. For Salamon, this same characteristic is captured in his notion that the sector is protected from close scrutiny by a ‘myth of pure virtue’ (Salomon, 1995b). As a result, the types of institutional accountabilities to the public which normally constrain governments are largely absent.
Thought of this way, the role of the non-profit sector as a key institutional hinge operationalising the new politics of welfare becomes clearer. In, for example, employment services, politically problematic elements of contemporary policy are partially obscured behind the ‘anti-politics’ embedded and promoted by ‘technologies of community’ (Rose, 1999).  Non-profit provided services  act as a ‘space of services’ which provides an example of the operations of the new ‘natural, extra-political zone of human relations’ (Rose, 2000), challenging and reformulating the social citizenship embedded in Keynesian welfare regimes. In implementing welfare-to work-policy, for example, the non-profit sector becomes a semi-private organisational space where the sticky issues and potential problems associated with constraining the rights of certain groups of citizens is located in a zone outside of the normal public accountability arrangements and forms of deliberation to which representative governments are subject. Accordingly, we suggest that the case of Australian Job Network illustrates clearly the potential risks of transferring responsibility for social problems, such as unemployment, away from the state to non-state agencies. 
Contextual Contingencies

Nevertheless and as we subsequently demonstrate, the manner in which the driving policy agendas – here characterised as ‘workfare’ - are developed and implemented is path dependent. ‘Workfare’ is here used as a short hand term for that constellation of related policies which overturn institutional separation between welfare and employment policy and services, a separation which existed in most post World War Two welfare states (Carney, 2006; Jessop, 2002; Peck, 2001; ). While at first glance the contemporary work-first forms of welfare-to-work policy and practice that have been popularized in the UK and Australia would seem to have much in common – the reality is different. It would be a mistake to overstate the significance of shared historical experiences, such as Australia’s colonial past – itself shaped by British cultural and linguistic practices - or of local take-up of recent neo-liberalist ideology. As Peck (2001) suggests more broadly, closer inspection of the development of policies and delivery arrangements reveals contrasts between the UK and Australia. So while the underlying tendencies are similar, their local manifestation is somewhat different. That said, the policy imperatives promoting increased reliance on non-state sectors to provide core services – albeit articulated differently – may well lead to similar and perhaps undesirable, outcomes.
The UK:  A history of state monopoly 
It is perhaps surprising that such limited scope was offered for the activities of non-state actors in the British post-war welfare state, particularly given the prior dominance of non-profit organizations (such as friendly societies and the Charity Organisation Society) in meeting welfare needs neglected by the failing Poor Laws (Fraser, 1984; Thane, 1982). However, the establishment of the post-war welfare state was, by its very nature, a large scale state take-over of the organization, finance, regulation and provision of welfare benefits and services. Whilst this infringement of the state was hotly contested in fields such as health (Klein, 1989), in the case of unemployment policy the legitimacy of central control had already been firmly embedded (Burnett, 1994; Garside, 1990; Whiteside, 1999). In fact, the state monopoly of employment services was instituted as far back as 1909, when the existing mix of private, charitable and quasi-public labour bureaux were brought under central government control
 (Showler, 1976:  21). From near the very beginning, nationalised labour exchanges were staffed by civil servants and went hand-in-hand with the first UK state-run unemployment insurance scheme enacted in 1911.  

This early dominance of the central state in providing financial assistance to the unemployed and in enabling job seekers to find work is related to the categorical approach to dealing with people in need that UK governments have adopted since the initial recognition of social problems such as unemployment (which was first named as such in the late Nineteenth Century [Burnett, 1994]). Interventions to deal with unemployment were strictly demarcated from those directed at providing financial assistance or support services for people perceived as belonging to other categories of need (and remained so until the formation of Jobcentre Plus in 2001). This reflected the strong distinction between the ‘deserving’ and ‘undeserving’ poor that was inherited from the Poor Laws (Jones and Novak, 1999). Most significantly for our analysis here, however, are the implications of this lasting categorisation for the exclusion of potential service providers, which has resulted in the UK becoming an international misfit by drawing a line around unemployment benefit and service delivery that even excluded the involvement of other types of government employees, such as social workers.
Furthermore, the 20th Century British experience of war, in contrast to the Australian experience, left no question over the appropriateness of the nation state taking control of the flow of labour. Exchanges were used during World War I to increase and direct the labour supply in response to wartime shortages. In the inter-war period, however, world-wide recession shifted the main role of exchanges away from matching workers to vacancies. Instead, the minds of policymakers became focused firmly on the crisis of the unemployment insurance funds, which were on the verge of collapse because they had been over-stretched by both the high number and long duration of claims unanticipated when the scheme was designed (Fraser, 1984; Showler, 1976; Whiteside, 1991). At this time, exchanges became associated primarily with the administration of relief as ‘the place to sign on for dole payments rather than a place to find work’ (Aldrich et al., 2000: 92) – a reputation that proved hard to shake off in the decades to follow.
The very high levels of unemployment were only brought under control when World War II was underway. As a response to ‘total war’ (Fraser, 2003; Titmuss, 1987), the exchanges were once again requisitioned for the purposes of military mobilisation and to increase the supply of labour at home. Directly after this, exchange staff had power to transfer military staff into civilian jobs, a task made easier by the compulsory notification of vacancies (which continued until 1956) and the requirement for employers to recruit only through exchange offices. The reach of government was reinforced further with the post-war commitment to full employment and an adherence to the principles of Keynesian demand management.  
Organisationally, the biggest change in the role of exchanges came in 1973, when the roles of benefit administration and vacancy matching were split (which although conjoined since 1911, had created persistent conflict) and Jobcentres were created in prime locations. This coincided with the abandonment of full employment as a policy objective which was, as monetarism became accepted as the new economic orthodoxy, increasingly replaced by the goal of controlling inflation (Whiteside, 1995:  52). Mass unemployment in the 1980s placed the system under immense pressure and in 1987 the dual roles were spliced together again. Despite these developments, it was not until 1990, when the Employment Service was ‘hived off’ from central government as a ‘Next Step’ agency (HMSO, 1989), that the first move was made away from traditional civil service monopoly. The new Employment Service was at the vanguard in applying business principles to public service practice and values (Foster & Hoggett, 1999; Horton & Jones, 1996) and cost-cutting came to be a key priority. It was not long after this first flush of managerialism that marketisation also began to creep in. It was, however, the delivery arrangements for New Labour’s welfare-to-work policies that created the first substantial roles for non-state agents in the direct delivery of employment services (see below) and it is for this reason that we consider it appropriate to consider other examples of a mixed economy of service delivery in employment services. In contrast to the UK though, the role of non-state actors in employment services has a much longer history in Australia. 
Australia: the development of mixed economies of welfare-to-work
Despite the fact that it developed largely by reference to the British experience (particularly through colonial evaluations of the efficacy of the Poor Laws), the Australian response to need was quite distinctive in that a mixed economy of welfare played a significant part in the delivery of the personal social services, health and education. Service delivery in the 19th Century was largely dominated by charitable organisations (Garton, 1990). But in the early years of the 20th Century, Australia’s version of welfare expansion involved the construction of the wage earners’ welfare state (Castles, 1983). This distinctive regime was established through a legal precedent known as the Harvester judgment in which it was determined that henceforth, minimum wages would be set at a level to allow a family to live in ‘frugal comfort’ (McCarthy, 1976). In the subsequent regime, the main engine of redistribution and social protection was located within the ambit of economic and industrial policy (via tariff protection and centralized wages policy) as opposed to social policy. Income security was selective, and, like Britain, categorical. Unlike Britain however, social services were almost completely disarticulated from core redistributive mechanisms (centralized wage fixing), occupying a marginal role within a fragmented service delivery system. 
Further (and importantly), Australia is a federated nation and the Australian states play the major role in the delivery of social services. Each state developed a unique mixed economy of welfare in which the delivery of services was undertaken through quite complex service delivery systems involving state organizations, local governments (in some instances), for-profit organizations, non-profit organizations, families and the informal sector. In some areas of service delivery the government dominated, in others the non-profit and/or for-profit sectors provided the bulk of services. The actual percentage make-up of what should more correctly be understood as the mixed economies of welfare varied between states, between fields of service delivery and at different times depending on the policy orientations of the day. Two important periods of the 20th Century stand out. The first was the Whitlam Labor federal government of 1972-1975 – an expansionary period in which the role of the government in the mixed- economies of welfare grew (Jamrozik, 2005). The second period is that of the Hawke-Keating federal Labor government (1982 – 1995). This was another expansionary period, but one in which the role of the government in relation to the non-profit sector was quite distinctive. In this period, the government’s (where ‘government’ refers to both the Commonwealth and State governments) use of the non-profit sector to deliver policy goals led to a policy-induced expansion of that sector. In effect, the traditional charities were supplemented by growing ranks of purpose-built nonprofit organisations set up to operationalise government mandated social policy initiatives (Lyons, 2001).
Within this mixed economy of welfare, employment services were a field dominated by the Commonwealth until the 1970s in the form of a government run nation-wide labour exchange. Introduced as part of the Commonwealth Government’s post-World War Two reconstruction plan (Parliament of the Commonwealth of Australia, 1945), the Commonwealth Employment Service ran what were predominantly job matching services over several decades of very low unemployment. Shifts in employment patterns and rising unemployment during the 1970s prompted the first of a series of reviews (Norgard, 1977; Kirby, 1985) which, among other things, led to the establishment of a series of Commonwealth-funded programmes which used the non-profit sector as the medium for delivery. Over the next few decades (and following the trend established by the Hawke-Keating government of using charitable and purpose-built non-profit organizations in a range of policy portfolios), these programmes and the organisations which delivered the services were transformed slowly and steadily, through various iterations, reflecting the policy orientation of the incumbent government. The latest version is the Job Network, its predecessor was Skills Share, and its precursor was CYSS (the Community Youth Support Scheme). Interestingly, at each iteration, activation goals became more central to programme functioning. Accordingly, while the orientation and operations of the contemporary Job Network is congruent with the activation policies of the Federal government, the model employed – that of a mixed economy – has a long history. But because the role of the non-profit sector in the new politics of welfare-to-workfare is so stark in the Australian context, it provides an excellent arena for identification and articulation of both the opportunities and hazards inherent in policy developments employing such models.

The development of welfare-to-work policies

Towards the marketisation of UK workfare: are we learning from Australia?
The development of welfare-to-work policies in the UK can be traced back to the 1980s, when the Stricter Benefit Regime introduced increased monitoring and compulsion and the reform of Unemployment Benefits included a tightening of eligibility conditions and a re-evaluation of the method of up-rating that led to a year-on-year relative devaluation of benefits in relation to earnings. This harsher line towards the unemployed was toughened further in 1996 when Jobseeker’s Allowance was legislated for. Interviews between employment advisers and unemployed people (particularly those who had been out of work for more than six months) were designed to become more ‘active’ and individual contractual employment action plans, Jobseeker’s Agreements, were introduced in order to strengthen and further individualise the responsibility to seek work.  Sanctions for non-compliance were made harsher and the contributory element of financial support was reduced (i.e. the length of time that benefits could be claimed based on the principle of earned entitlement was reduced, meaning that unemployed people were more likely than before to be subjected to a means test).

The underlying values, principles and trends of the provision of social security to the unemployed were unchallenged by New Labour when they came to power in 1997.  Instead of reversing the punitive regime that they had inherited (and had condemned from opposition), New Labour embraced work-first welfare reform – complete with its ideological underpinnings of individual culpability.  High profile New Deal programmes were introduced for a range of unemployed and inactive benefit recipients from 1998, offering a mixture of enabling and punitive elements designed to propel people off benefit registers and into work, often at the lower end of the labour market (a destination made more financially rewarding  by the introduction of the National Minimum Wage in 1999, the development of working tax credits to compensate for inadequate wages and steps to increase the availability, affordability and accessibility of childcare). In retrospect, the chronology of this series of events could be criticised for putting the cart before the horse, but by the early Twenty-first Century, a distinctive welfare-to-work package had been assembled.  

In and of themselves, these work-first policy developments were highly significant because they signalled a political consensus on the causes of worklessness and the acceptable parameters for viewing and dealing with people who are out of work and receiving benefits (Bryman, 2003; Tonge: 1999). Beyond this, however, are another set of very powerful and enduring cross-party convergences around setting the terms of engagement between the state and citizens in need: the primacy of cost-containment as a policy-making rationale; the necessity of incentive-management; and the seemingly irreversible turn towards competitive market-based principles. All three of these principles have influenced the direct delivery of benefit administration and employment services. Of particular interest to us here, however, is the creation of quasi-markets in the sub-contracting of Department for Work and Pensions (DWP) services. Marketisation and an increased role for the voluntary sector and private enterprise were key characteristics of the delivery of New Deal programmes and area-based initiatives like Employment Zones and Working Neighbourhood Pilots.  In comparison to Australia, this initial dabbling with processes of competitive tendering and provision of services by non-state agents is very limited in the employment services field. However, welfare reform has developed these trends much more aggressively. In 2007, the policy learning lens has been reversed – rather than Australia learning from the UK (as in the post-war period), the UK is turning to Australia as a key reference point in the development of a mixed economy of employment services. The July 2008 Green Paper on welfare reform cites the Australian case as evidence as to why further devolution from the state to the non-profit sector will enhance innovation and improve effective service delivery (DWP, 2008). This conclusion needs further testing, particularly in light of recent criticism that is coming from inside the Job Network itself. These concerns are explored in the following section.  
The Australian path to welfare-to-work – just what are we learning?

The past twenty years has seen a significant shift in Australia's income support provisions and employment services. In essence, promoted by the implementation of Australia’s version of workfare, the once relatively loose connection between the two areas of activity has been steadily tightened. The most significant shifts began with the 1989 Social Security Review wherein the (quite general and loosely interpreted) ‘work’ test was replaced by a more tightly specified ‘activity’ test. The activity test was to be satisfied by training or part-time work as well as searching for full-time work (Ziguras et al., 2003). This change in the design and rationale of the income support system meant that social security was no longer designed as a system of maintaining the incomes of those out of work; it became a system principally designed to encourage people into work. 

As part of the program of redesigning the income support system, employment services were reformed through the Keating Government’s 1996 Working Nation policy package. Introduced under the banner of ‘reciprocal obligation’, Working Nation led to the Commonwealth Employment Service (CES) contracting out specialized training and labour market programs to non-governmental providers (Eardley et al., 2001). This resulted in a limited competitive market, where contracted case management was tendered at a fixed-price, with the CES provided case management remaining in the public sector. In 1996, the Liberal-National Coalition, led by John Howard, was elected into Federal Government. The change of government led to further reforms in the area of social security and employment services as reciprocal obligation was replaced by ‘mutual obligation’. As in many countries, the benefits that the unemployed receive are now regarded as conditional upon them fulfilling various obligations to society, in particular, the obligation to work for their benefits (McDonald and Marston, 2005). This idea is prominent in the Federal Government’s Mutual Obligation Initiative. A further feature of this trend has been to require the unemployed to contribute to society through various compulsory work schemes (‘workfare’ schemes), such as the Work-for-the-dole scheme in Australia (Moss, 2004). In 2005, the Federal Government announced additional welfare reform measures with a central focus of moving income support recipients from ‘Welfare to Work’. The legislation came into effect from the 1st July 2006 and includes the expansion of ‘mutual obligation’ requirements to include sole parents and people with disabilities. The requirements shift sole parents from the pension to the Newstart unemployment benefit when their youngest child reaches school age, while previously they could remain on the single parent pension until their youngest child turned 16. 
Welfare to Work builds on a decade of incremental reforms to social security and aims to move greater numbers of sole parents and people with disabilities that meet workforce capacity tests into paid employment. The main thrust of the legislation is to move unemployed sole parents and people with disabilities from a more generous pension system onto a lower rate of unemployment benefits. It is expected that around 196,000 parents and people with disabilities are estimated to receive Newstart allowance (unemployment benefits) instead of pension payments over the 3 years from 1 July 2006.  This includes approximately 75,700 people with a disability, 86,200 single parents (Senate 2005a) and 34,000 partnered parents (Senate 2005c: CA2).

From an economic point of view Welfare to Work and Work Choices are designed to work together in transforming both the nature of work (particularly at the bottom end of the labour market) and the nature of income support and the social security system. The former Minister for Human Services, Joe Hockey (2006) makes the connection between labour market demands and welfare to work changes in the following remark:

This is just a reminder of how important Welfare to Work is. It's all about the fact that Australia is running out of workers, and there is a pool of around 2.7-million Australians of working age, who are on welfare payments, whom we need to access in order to address the labour shortage in Australia.

The legislation makes it clear that if people do not accept a ‘suitable’ job offer, they are likely to lose their income support payments for a period of eight weeks. Since the welfare-to-work changes were introduced Centrelink has been receiving around 12,000 participation failures every week, with about half of these being applied (National Welfare Rights Network, 2008). And there were 30,000 participation failures applied in the first half of 2008, with a significant proportion of this number being Indigenous Australians (DEWR, 2008).  In light of this escalation the new Rudd Labour government has initiated a review of compliance arrangements with a view to moving away from the automatic suspension of payment for eight weeks. 
In sum, welfare reforms over the past twenty years have increased the requirements placed on the unemployed, introduced harsher penalties for failure to meet them and placed a greater emphasis on compliance (Bigby and Files, 2003: 278). We now turn to considering the role of non-state actors in the delivery of these welfare-to-work policies and the criticisms that have emerged from within. 
The contemporary position:  delivering welfare-to-work through non-government actors in the UK and Australia 
Implications of contracted welfare-to-work
The new governmental work of employment services, particularly in the Australian context, is done in privatised social relations between government departments and individual providers, guided by agreements that are protected from public scrutiny in competitive contracts through ‘commercial in-confidence’ clauses (Eardley, 2003; Carney and Ramia, 2002; Webster and Harding, 2001). Accordingly there is little capacity and even less tolerance for using public channels to question and critique the intent and outcomes of these radical policy directions. What is perhaps even more worrying is that many of the critics of government policy have been silenced with contracts that stipulate that they must not make any public comment without the permission of the funding Department. One of the first moves by the new Rudd Government was an announcement that it would remove all ‘gagging clauses’ from contracts with non-government organisations (Gillard, 2008). 

One measure of a democratic public sphere(s) is the extent to which government policies can be criticised and openly questioned, where there is a preparedness to agree to disagree. The level of control by the former Australian government over contracted employment services and other community organisations was quite extraordinary (Funnell, 2001). An atmosphere of cooption and control was arguably quite effective in deflecting public criticism from questionable public policies. As organisations moved into contracted service provision roles there is even more at stake in being openly critical of the government or one of its departments. An Australian journalist commenting on the introduction of a recent round of Job Network contracts noted that:
As the Job Network moved into crisis more quickly than expected, community employment services workers who would normally speak openly, seemed genuinely terrified that if they "bit the hand that fed them", they would be finished. One person made serious criticisms but said they could only be used if we also said that he supported the system which only needed "finetuning". There have also been providers who have asked us to avoid negative criticism which could damage the system (Bacon, 2002). 

In this example the ‘system’ itself becomes the object to protect and defend, rather than the publics’ interest in how the new system responds to unemployed people and addresses the problem of unemployment. 

While the Job Network contracting arrangements have generally fallen below the public radar in Australia, the issue of contracting has received media attention in light of the introduction of welfare-to-work changes and the associated sanctions. The former Howard Government had an intention that non-profit groups and charities would be willing to get involved in offering ‘financial case management’ for those deemed the ‘most vulnerable’, as a result of losing payment for eight weeks. To the former government’s genuine surprise many organisations (a number of whom already had large Job Network contracts) refused to bid for the financial case management contracts, calling the policy ‘immoral’: “The notion of an 8-week penalty introduces an entirely new thing which is actually a direct and targeted punishment of people” (Frank Quinlan, Uniting Care, 2006). In response the Australian Government accused the church groups of ‘playing politics’ and ‘turning their backs on the poor’ by refusing to sign up for these contracts to administer the welfare-to-work sanctions (Hockey, 2006). 

The criticism about churches and charities ‘playing politics’ is not new, but it has intensified in recent years in Australia. Since the early 1970s the number of advocacy groups seeking to represent low-income Australians, ethnic groups, Indigenous Australians and women grew significantly in Australia (Standing Committee, 1993). While these groups have always been comprised through an over-reliance on government funding, they nonetheless enjoyed a quasi-independent status where their contributions to policy debates were encouraged. Moreover, disagreement with government policy positions and directions was in most cases accepted (Sawyer, 2003). Since the late 1990s, however, the involvement of non-profit peak groups and the churches in political and policy debates is denounced by the Howard Government as ‘unwanted interference’ (Maddox, 2005). Claims of ‘unwanted interference’ surrounding peak groups and the churches in the public sphere have been supported by a series of interventions. Since 1996, for example, around 20 national peak organisations have had their recurrent Commonwealth government funding completely withdrawn (Maddison, 2004). This was for the most part achieved under the managerial slogan of ‘rationalisation’. 
More recently, in 2003, the former federal government introduced a Charities Bill. The Bill’s stated effect was to clear up what counted as a charity for the purpose of tax exemption. Its other purpose was to rule in as charities any non-profit organisation for the public benefit, except for those with a ‘disqualifying purpose’ (Maddox, 2005: 251). The three disqualifying purposes included ‘advocating a political party or cause’, ‘supporting a candidate for political office’ and ‘attempting to change the law or government policy’. The implication was that the poverty work of these groups should return to a focus on service and providing poor relief for the needy, rather than advocating for structural measures to reduce or eliminate poverty. The Bill was eventually withdrawn, but the threat remained (Maddox, 2005: 251). This example illustrates the extent to which there is little room in public choice theory for a conception of a public sphere where disagreement over policy and respect for difference are regarded as the measure of a healthy liberal democracy. It is certainly a long way from the view expressed by the philosopher John Andersen (cited by Staples, 2005) when he wrote:  Independent activity, involving at times, opposition to the State, is not opposed to democracy. It is essential to it. Democracy resides in participation in organisations, in the publicity of struggle.
While these two situations are fairly extreme examples of how the government can limit the democratic potential of civil society through an instrumental approach to funding, they also underscore the theoretical insights developed in the first part of this paper. That is, aggressive instrumentalism such as that promoted by governments and their contracting departments in the use of the non-profit sector in workfare-inspired employment services has the capacity to transform the putative nature of non-profit organisations (Billis and Harris, 1992; Nyland, 1993). Participation in the Job Network, particularly the localisation of disciplinary and coercive practices associated with ‘work-first’ policies (Marston and McDonald, 2003; McDonald and Marston, 2005) challenges the supposed role of these organisations in promoting and sustaining the value of NGOs in policy advocacy and promoting social justice. This change of mission was echoed in the words of a retiring contract manager in one of the largest non-profit organisations involved in the Job Network when he said in his reflections on a decade of being in the business of Job Networks: ‘we have forgotten that we are human service organisations’ (ACOSS, 2008). 
Although there has been some resistance to government welfare-to-work policy and its implementation most organisations participating in the Job Network have remained silent, except for a few notable exceptions where some large and influential ‘insiders’ have publicly spoken out. In a recent intervention, for example, Catholic Social Services (2006) released a discussion paper titled: A Job Network for Job Seekers. The main thesis of the discussion paper, which is supported by an extensive range of data, is that the Job Network has become overly ‘burdensome and costly’ for both provider organisations and ‘job-seekers’ and that over time it has become evident that the job Network funding model is not very effective in meeting the needs of the long-term unemployed and other hard to place clients:
DEWR’s micro-management of detailed process arrangements (rather than outcomes) and the demands this places on providers have resulted in a large proportion of staff-time devoted to administration instead of direct client contact. At the same time the costs of service provision are increasing and not being met by compensating fee adjustments. Inflationary effects of more than 16% over three years were met with fee increases of less than 2%. Services are being squeezed from above and below. For disadvantaged job seekers, whose needs are becoming more complex and whose service requirements are more extensive, there is evidence their needs are not being met adequately by the program (Catholic Social Services, 2006: 5).

The Catholic Social Services discussion paper holds no punches and in its 70 odd pages it delivers a very critical appraisal of the departmental contract managers and the impact of compliance and administration on staff morale and client outcomes. Similarly, the peak body for non-profit Job Network providers, Jobs Australia, reports that high staff turn over at the front-line of the Job Network is having a negative impact on the ability of organisations to delivery quality services (McDonald and Marston, 2006). The problem is not with delivering employment outcomes per se, but the quantitative output approach to reaching and measuring defined targets. The processes used to achieve successful employment outcomes are lost in the drive to meet unrealistic performance targets. The demand for service, expressed in terms of large case loads, works against the possibility of establishing ongoing rapport and tailored, individualised service delivery for clients. In short, the competencies of traditional human service case management are not conducive to the output imperative demands of the system. 
The orientation of a punitive sanctions regime associated with ‘work-first’ policies has reinforced the tendencies to distrustfulness embedded in public choice theory. As such, the relationship between non-profits and the government in the case of employment services has deteriorated over the past decade in Australia, in part as a result of the micro-management and declining resources available to meet the needs of job-seekers with more complex needs. A degree of frustration ahs also entered the relationship as providers and their peak bodies increasingly complained that the government did not want to listen to suggestions for reform, taking the approach of ‘put up or shut up’: During the most recent contract period the relationship between the Department and providers was characterised by a level of dissension, bordering on open hostility and suspicion. (Jobs Australia, 2008). Whether a more collaborative relationship is possible with the election of a new federal government in Australia remains to be seen. 

Australia may need to look overseas for examples of how the principles of a balanced partnership might be expressed. Other liberal democracies have recognised the benefits of a more robust relationship between NGOs and governments. In Canada, for example, the Federal Government and the NGO sector have been working together to develop a partnership-based ‘Accord’. And in Britain the Blair/Brown government have worked to develop a ‘compact’ with the voluntary sector. While these arrangements are certainly not perfect-and critics remain on both sides of these relationships – they do at the very least constitute an acknowledgement that the NGO sector can make to public policy and democracy itself (Madison, 2007: 80). 
At the state government level in Australia there are some initiatives that could be pursued with the national level government. The Queensland Government, for example, has recently signed a Compact with the non-profit community sector to enshrine the value of NGOs in policy deliberation: we recognise each sector’s legal and statutory obligations, and value the community services sector’s role in stimulating public debate and challenging government policy (Queensland Council of Social Service, 2008). While the political rhetoric is sounding more positive at the national level of government in Australia and the government have taken some practical steps, such as removing ‘gagging clauses’ from funding contracts, there is still a very strong commitment to using quasi-market models to deliver social services. While this remains the case it is difficult to see imagine widespread transformation of the instrumentalist relationship between non-profits and the national level of government. 

Conclusion

Although the welfare-to-work policies of the UK and Australia share similar ideological underpinnings and policy logics, the policies themselves, along with the arrangements for delivery, have evolved from quite different traditions.  From their inception in the early 20th Century, British employment services have been monopolised by the central state, delivered directly by civil servants, and there has been a persistent tension (manifested in organisational change) between the roles of benefit administration and vacancy matching. On the other hand, in federal Australia, there has been a greater degree of variation in delivery arrangements between states and a stronger role for both social services and non-state actors in dealing directly with benefit recipients. Australia can therefore be characterised as having mixed economies of welfare-to-work. Whilst in the post-World War II period, Australia looked to the UK for welfare reform ideas, policy learning has now flipped the other way, with British policy makers showing enthusiasm for following the Australian delivery example.  In this context, we have examined the Australian experience in order to raise key issues for reflection at this definitive moment of UK policy change.
Our discussion has highlighted the need to pay careful attention to the changing nature of the mixed economy of welfare as it reveals a great deal about how responsibility for social welfare and individual wellbeing are being reframed in the public sphere at the start of the 21st Century. While the notion of public welfare remains important in these analyses, we need to use the notion of ‘the public’ in a way that does not essentialise the classical liberal binaries between markets and states, civil society and governments. To hold onto a hard and fast distinction misses the way in which each domain articulates elements of the other, specifically in areas of administrative law and organisational funding. In other words, we need to understand how the state has created and continues to create the shadow state. Clarke (2004: 96) argues that struggles over the public realm (against different forms of privatisation; for the enlargement of public debate, accountability and power; and for the enlargement of who counts as part of the public) are intimately linked to struggles over the social. They are linked because a public realm remains a critical site for mobilising to contest forms of subordination and social inequality. A reflective understanding of concepts such as ‘citizenship’ and the ‘public’ requires that we think about these categories as both productive and incomplete – as projects in the making. It is then we are able to see the partiality and incompleteness of political and policy reforms in new and emerging mixed economies of welfare. 
We must also reject illusions. As recent transformation in western welfare states illustrate, so-called liberal democracies can be fundamentally illiberal for those outside or at the bottom of the labour market. This is especially the case for the long-term unemployed. The implementation of welfare-to-work policies has been accompanied by unprecedented levels of surveillance and monitoring of ordinary citizens. If we are to re-energise the public sphere, we need more explicit engagement with values and ethics about the desirability or otherwise of these policy directions. As part of this we need to consider the appropriate role for civil society and the role of non-profits in contesting and advocating for social change. The case of contracting employment services and the principle of competition has to some extent muted the social advocacy role of civil society organisations and church groups. Other concerns include accountability and the right of citizens to redress. We may well be happy for the non-profit sector to engage in publicly supported service delivery to various marginalised populations, but we may not necessarily be happy with the wholesale development of a ‘shadow state’ operating, for the most part, out of the reach of accepted systems of parliamentary and government accountability and administrative appeals processes. These issues go beyond the realm of social policy administration; they go to the heart of what constitutes a vibrant and mature democracy. 
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