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Recap: COVID-19 is causing not one crisis, but (at least) four

Back-log of Long-term social
non-urgent and economic
services damage
(Wave 2) (Wave 4)
Responding to Increasing
the crisis complexity

(Wave 1) (Wave 3)
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What now?

A positive
recovery with

a long way to
go




Reminder of the key points from last session

This will be a historic recession

It takes a long time to recover from recessions

Employment takes even longer to recover
* Recessions change the shape of the economy (they don'’t return to normal)

* Recessions exacerbate underlying trends and vulnerabilities
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Australia’s economy is rebounding...

Economic activity is much closer to pre-pandemic ‘normal’
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Source: ABS. National Accounts (February 2021); Cube analysis
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... but 2020 was still an enormous economic contraction...

2020 saw the largest GDP drop in modern records

Annual GDP growth (%): 1960 to 2020
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... and represents an enormous cost.

Economic downturn has cost between $48 - $96 billion (2-4% of annual GDP)

Quarterly GDP (Sm): Actual and projected (based on 10-year trend)
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The recovery in employment is slower (it always is)...

High rates of unemployment persist

Unemployment rate (Victoria), by sex (%) Unemployed persons (Victoria), by sex (‘000)
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... and the labour force is significantly under-utilised.

Under-employment is a bigger issue

Monthly hours worked (Victoria) 5% lower than a year ago
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Employment by full / part-time (Victoria), index to Dec 2019
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What next?

An economy
in recovery...

or on life-
support?




Is the economy in recovery... or on life support?

Government investment was the only source of growth in 2020

Contribution to GDP growth, 2020 (%)
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Is the economy in recovery... or on life support?

JobKeeper is likely sustaining many unsustainable full-time jobs

Average monthly hours worked by full-time employees (Australia) ... by part-time employees
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Is the economy in recovery... or on life support?

A lead indicator is lagging

Job advertisements on Seek (selected states): Index to Dec 2018 Jobs ads and jobs (Victoria): Index to Dec 2018
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Is the economy in recovery... or on life support?

Most businesses don’t think the situation is improving

Change in revenue from last month
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Source: ABS. Business Conditions and Sentiments (February 2021)
Response to recovery Cube Group  Mar-21 14



An economy sustained by government spending

Australian governments are investing in stimulus more than many worse-hit countries

Additional government spending (% of GDP)
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An economy sustained by government spending (cont.)

The cost will constrain governments for a long time to come

Commonwealth Government net debt, Smillion and %GDP Selected state governments net debt (Sbillion)
1200,000 20 180
= 160
1,000,000 =
40 140
35
800,000 BT 120
30 100 e

600,000 1 » 80 /
60

20
400,000 o 11 40

15 —/

10 20

200000 ——M—————— -III

[ 0
II““" E 2020-21 2021-22 2022-23 2023-24
0 o ————m -Illll--lIIIIIIIIIIll- II 0

Victoria e New South Wales
1971 1976 1981 1986 1991 1996 2001 2006 2011 2016 2021

e Queensland Western Australia

REPEnR (O (EED1E) Source: Australian Government 2020-21 budget papers Qubz@ieyp W= 12



An economy sustained by government spending (cont.)
What goes up...

Victorian Government revenue and expenditure, Smillion Victorian Governments net debt (Smillion)
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Temporary measures are not sustaining everyone

Young people are bearing the overwhelming burden of the downturn

Unemployment rate (Victoria), by age group Jobs (Victoria), by age group
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Temporary measures are not sustaining everyone (cont.)
Lower income employees have been more likely to become unemployed

Average weekly earnings (Australia), by age group Change in employment, by wage bracket (Dec 2019 to 2020)
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Temporary measures are not sustaining everyone (cont.)
Smaller business face the largest declines

Change in employment (Australia), by no. of employees (Dec 19 to Dec 20)
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Temporary measures are not sustaining everyone (cont.)
Specific sectors continued to face major challenges

Change in employment, by sector (March 20 to Feb 21)
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Temporary measures have ended for some

Ending the COVID-19 supplement leaves unemployment benefits well below the poverty line

Grattan Institute: Comparison of unemployment benefits and measures of poverty, inflation adjusted (2021)
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Temporary measures have ended for some (cont.)
It is much more difficult to find work

Median duration of job search (Australia)

35

30

25

22 ATAYAVAVAVLYE
RaVaVaVa/A'A' AN

Average time to find work was

6 weeks longer in 2" half 2020

—

0
2010 2012 2014 2016 2018 2020

Response to recovery Source: ABS (2021)Y Labour force Cube Group  Mar-21 24



Impact on regions of Victoria

Loss of employment has been more pronounced in Metropolitan Melbourne, but it is much harder to
find a job in the regions

Proportion of working age population employed (Victoria), by location Median duration of job search (Victoria), by location
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Impact on regions of Victoria (cont.)

There are significant differences between regions

Regions of Victoria: change in employment (Feb 19 to Feb 20) and median search duration for new jobs
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Where do we go from here?




What can be done in health and social services?

From a use of economic growth, to a driver
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What can be done in health and social services?

From government expenditure to public investment

Reduction in likelihood of entering out-of-home-care / residential care, by selected Evidence-Based Programs
(estimated 5-Yr cost saving per participating child)
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What can be done in health and social services?

From crises in the tertiary system to filling the missing middle

Promotion, prevention, early intervention and care ‘spectrum’ (mental health)

nter\,ention

g

“Service gaps are more pronounced
among people whose mental health
needs are too complex and enduring for
primary care services but not considered
severe enough to meet the high access
threshold to receive public specialist
mental health services—often described
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as the ‘missing middle’.

Royal Commission into Victoria’s Mental Health
System (2019), Final Report
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Key points What now?

Despite the recovery so far, 2020 saw the greatest economic
contraction since the Great Depression.

* Temporary government measures are delaying more impact on
employment. They end soon.

* Temporary measures are failing to protect some groups:
Young people

Small businesses

Part-time employees

Low income earners

Specific sectors

Unemployed

O O O O O O

* The cost of temporary measures will constrain governments for
years to come.

* Health and social services can be an economic solution, not a
problem.
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