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Abstract
Purpose This study sought to describe Australian systems of income support for people with work disability. Specific aims 
were to summarise and compare the features of the income support systems, including the rehabilitation and employment 
services funded or provided by those systems, and factors affecting transition between systems. Further objectives were 
to estimate the prevalence of work disability in Australia and the national expenditure on work disability income support. 
Methods A mixed methods project involving collation and analysis of existing publicly available documentation and data, and 
interviews with 25 experts across ten major systems of income support. The prevalence of work disability and expenditure 
in each system, and in total, was estimated using publicly accessible data sources. System features and service models were 
synthesised from data sources, tabulated and compared qualitatively. Results In Australia during the 2015/2016 financial 
year an estimated 786,000 people with work disability received income support from a Commonwealth, state, territory or 
private source. An additional 6.5 million people accessed employer provided leave entitlements for short periods of work 
incapacity. A total of $37.2 billion Australian dollars was spent on income support for these people during the year. This 
support was provided through a complex array of government authorities, private sector insurers and employers. Service 
models vary substantially between systems, with case management the only service provided across all systems. Healthcare 
and return to work services were provided in some systems, although models differed markedly between systems. Income 
support ranged from 19 to 100% of earnings for a person earning the average weekly Australian wage pre-disability. There 
is a paucity of information relating to movement between systems of support, however it is likely that many thousands of 
people with long periods of work disability transition between systems annually. Conclusions This study demonstrates the 
substantial financial and human impact of work disability on Australian society. Findings indicate multiple opportunities for 
reducing the burden of work disability, including aligning case management and healthcare service models, and engaging 
employers in prevention and rehabilitation. The findings suggest a need for greater interrogation and evaluation of Austral-
ian work disability support systems.

Keywords  Work disability · Workers’ compensation · Disability insurance · Life insurance · Sickness absence · Social 
security

Background

Work disability occurs when a health condition limits the 
ability of a worker to participate in paid employment [1]. 
Common diseases and illnesses of working age are the major 
causes of work disability, and include conditions with high 
prevalence such as low back pain, depression, anxiety and 
traumatic injury. In developed countries these conditions 
account for the majority of the population burden of disease 
[2–4]. Extended periods of work disability can have sig-
nificant impact on the individual worker including financial 
stress, consequences for mental health, future employment 
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prospects, and impact on family and social networks [5–7]. 
Prevention and rehabilitation of work disability therefore has 
significant potential to improve both individual and com-
munity health and productivity.

Most developed nations have established systems to sup-
port people with work disability. These may be variously 
described as social insurance, workers’ compensation, life 
insurance, social security, sickness absence, disability insur-
ance, compulsory third party or employment injury insur-
ance systems. While approaches vary dramatically between 
and within nations [8–10], these systems share some com-
mon features and objectives. They provide some level of 
income support for people experiencing an episode of work 
disability. They may also provide or fund services intended 
to return the disabled worker to employment, or to improve 
the health status of the worker [9, 11, 12]. These systems 
are typically regulated by a government authority but may 
be delivered and administered by either public or private 
sector organisations.

Evidence now suggests that these systems have a signifi-
cant impact on the health and employment of outcomes of 
the work disabled person. Workers can experience interac-
tions with these systems as stressful and this can contribute 
to poor mental health, loss of work function, elevated levels 
of disability and reduced quality of life [13, 14]. Aspects of 
the system administrative processes can impede return to 
work in some people [12]. The systems may also impact on 
others involved in worker rehabilitation such as healthcare 
providers [15] potentially limiting access to care [16].

Australia’s systems of income support for people with 
work disability operate within a large and diverse employ-
ment and social services landscape. This includes a work-
ing age population (15–65 years) of 16.2 million people, 
a labour force (persons employed part or full time) of 
12.3 million, and 2.2 million actively trading businesses. 
The major components of the Australian approach to work 
disability support include (1) a set of cause-based personal 
injury compensation schemes operated by state, territory and 
national governments; (2) a single national social security 
disability and unemployment benefits system; (3) a large 
private sector life insurance industry that includes tempo-
rary and permanent disability insurance through the nation’s 
compulsory superannuation (pension) system as well as a 
private insurance market; and (4) compulsory employer pro-
vided leave entitlements for periods of short-term incapacity 
for most workers. Recent studies in some Australian systems 
have identified that policy variation contributes to differ-
ences in work disability duration [8] and health [17].

While the Australian systems operate largely indepen-
dently, people with extended periods of work disability may 
receive income and other support from several of these sys-
tems, either consecutively or concurrently. This is because in 
some systems benefits are time limited, and thus people with 

long periods of work disability transition to an alternative 
system of support. Internationally, there is relatively limited 
evidence regarding these system transitions. Studies in the 
the United States suggest that up to 37% of social security 
disability recipients were injured at work [18] and that hav-
ing a workers’ compensation claim substantially increases 
the probability of being a disability income support recipient 
[19]. A large Swedish register study demonstrated that an 
episode of long-term sick leave increases the risks of later 
disability pension and unemployment benefit receipt, after 
taking health status into account [20]. A register based study 
of discordant working age twin pairs demonstrated that a 
twin with mental illness-related sick leave was at signifi-
cantly increased risk of later disability pension receipt and 
unemployment [21]. To our knowledge, there are no such 
studies in Australia.

Within nations, understanding the structure and function 
of work disability support systems is critical to achieving 
optimal employment, health and economic outcomes for 
individuals and society. This study sought to map Australian 
systems of income support for people with work disability. 
Specific objectives included summarising and comparing the 
features of Australian income support systems, including the 
rehabilitation and employment services funded or provided 
by those systems. We also sought to estimate the preva-
lence of work disability in Australia, determine the national 
expenditure on work disability income support, and identify 
factors affecting transition between income support systems.

Methods

Scope

Australia has a resident population approaching 25 million 
people of which 16.2 million are of working age [22] and 
thus may be eligible for income support for a period of work 
disability. For this project work disability was operationally 
defined as people of working age (at least 15 and < 65 years) 
who have acquired a temporary or permanent injury, illness 
or mental health condition, whose injury/illness completely 
or partially impacts their ability to work, and who were 
working in either temporary or permanent remunerated 
employment at the time the injury/illness was acquired.

Ten systems defined on the basis that they provide 
income support for the population in scope were identified 
for inclusion, following discussion with a project working 
group comprising social security, workers’ compensation, 
insurance industry, occupational health, employment and 
trade union representation. These ten systems represent the 
most substantial of the income support systems in Australia 
and include all of the four major components listed above 
(Table 1).
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Five categories of service were identified for inclu-
sion following discussion with the project working group. 
These included: (1) return to work services, where the 
goal is to return the person to the pre-injury/illness 
employer; (2) job finding or employment services, where 
the goal is to find new employment for the person; (3) 

healthcare and medical services provided by qualified 
healthcare practitioners; (4) functional supports, defined 
as provision of aids, equipment, or other supports to assist 
the person to maximise their functional capacity; and (5) 
case management or case co-ordination services.

Table 1   Summary of Australian systems of income support

System Description

Employer provided leave entitlements Rights to annual leave, sick leave and unpaid leave are included in the 
national minimum employment standards. Such entitlements are available 
to the majority of Australian workers, but may vary substantially between 
industries, employers and employees

Workers’ compensation (short-tail schemes) Provide periodic (usually fortnightly) income support payments to workers 
if they are injured or become ill in the course of employment, and who 
require time off work. Short-tail schemes have been defined as those limit-
ing benefit duration to five years for the majority of claimants

Workers’ compensation (long-tail schemes) Provide periodic (usually fortnightly) income support payments to work-
ers if they are injured or become ill in the course of employment, and 
who require time off work. In long-tail schemes workers may be eligible 
for statutory income support for periods > 5 years and in most long-tail 
schemes until retirement age

Motor vehicle accident compensation (lump sum benefit schemes) Lump sum motor vehicle accident (MVA) compensation schemes may pro-
vide a lump sum payment for current and future economic loss to people 
injured in a MVA, whose injury affects work capacity, and where someone 
else was at fault

Motor vehicle accident compensation (statutory benefit schemes) Statutory benefit MVA compensation schemes provide income support 
through periodic (usually fortnightly) payments to people injured in a 
MVA and whose injury results in time lost from work. All states and ter-
ritories now have catastrophic injury schemes that provide income support 
benefits until retirement age for seriously injured people

Life insurance (income protection policies) Provide periodic (usually fortnightly) income support payments to people 
with health conditions that result in periods of time off work. Most income 
protection policies require the person to have used their employer entitle-
ments and to have completed a waiting period. IP policies vary sub-
stantially and may be provided through retail (private) or through group 
(superannuation/pension) schemes

Life insurance (total and permanent disability policies) Total and permanent disability (TPD) policies provide a lump sum payment 
for current and future economic loss to people with a health condition that 
results in a permanent incapacity to work. Most TPD policies require the 
person to have used their employer entitlements and to have completed 
a waiting period. TPD policies vary substantially and may be provided 
through retail (private) or through group (superannuation) schemes

Social security Provide a range of periodic (fortnightly) income support benefits, allow-
ances and supplements to people who meet eligibility criteria. The ben-
efits provided to people of working age include unemployment (newstart 
allowance), disability support pension (DSP), youth allowance and 
sickness allowance. The array of other social security benefits and supple-
ments have been excluded from project scope

Defense and veterans affairs The Department of Veteran’s Affairs provides periodic (fortnightly) income 
support payments for veterans under 60 years of age with work incapacity 
resulting from their service through a workers’ compensation scheme, and 
to veterans over 60 years of age through a pension scheme

Superannuation withdrawals Australians are able to access superannuation (pension) prior to retirement 
age under special circumstances. For this project we have included with-
drawals from superannuation in cases of terminal medical condition and 
temporary or permanent incapacity. Payments may be made as lump sums 
or as periodic payments
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Data Collection

Data was collected through (1) semi-structured interviews 
with sector experts and (2) existing system level documenta-
tion and data.

Semi‑structured Interviews

A total of 20 semi-structured interviews were conducted by 
the first author involving 25 individuals, identified through 
referrals from the project working group and through the 
research team networks. Most interviews were conducted a 
single interviewee however five involved two interviewees. 
Interviewees were selected on the basis that they had exper-
tise and experience within one or more of the in scope sys-
tems, and could comment knowledgeably on system features, 
services and data availability. In addition, some interviewees 
with experience and expertise working across systems were 
also identified for inclusion. Interviews were conducted over 
the telephone or face-to-face. An interview schedule was 
developed in consultation with the project working group 
and addressed the following topics: (1) The scope and fea-
tures of a given system including coverage and eligibility, 
structure and governance, decision making processes; (2) 
the scope and features of services, supports and benefits 
provided by the system; (3) interactions between systems 
and services, including points of interaction between the 
system and other systems, and how changes in features of 
the system may impact other systems; (4) sources of data 
that describe system function and performance, and may be 
used to identify activity within a system and movement of 
people between systems; and (5) opportunities for improv-
ing work and health outcomes. Interviews lasted between 45 
and 60 min. Interviews were audio recorded and transcribed. 
Data was thematically analysed using inductive techniques 
[23]. A single author constructed initial codes and themes 
and these were cross-checked and recoded in meetings with 
a second author.

Document and Data Collation

Concurrently with the interviews, the research team sourced 
documents and data describing system features, services 
and participants. This material was provided directly by 
members of the project working group and sourced from 
interviewees. A grey literature search was also conducted, 
including (a) a structured search of websites, document 
clearing-houses and research libraries using pre-determined 
keywords; and (b) hand searching of reference lists of docu-
ments provided by working group members and interview-
ees, to identify further relevant documents. Documents were 

included if they described the structure or operations of one 
of the in-scope systems, provided information relating to the 
performance of an in-scope system, described system data 
sources, or included information about interaction between 
systems. A total of 127 relevant documents were identified 
including legislation, policy documents, system performance 
reports, data summaries, financial statements, annual reports 
of system regulators, data dictionaries, claims handling 
manuals, and academic research. Of these, 19 were related 
specifically to employer provided entitlements; 39 to motor 
vehicle compensation; 36 to workers’ compensation; 17 to 
life insurance; 30 to social security; 6 to superannuation 
withdrawals; and 10 to defence and veterans compensation. 
Identified documentation was collated in a structured docu-
ment library, with summary notes identifying the source and 
content of each document.

Information Synthesis

Synthesis of collected information occurred in a step-wise 
manner. First, interview and documentary evidence was 
combined to produce an overarching description of each 
system. These included information on system structure, 
governance and operations, coverage, benefits and entitle-
ments, eligibility, services, processes and timing, outcomes, 
data sources, and interactions with other systems. Draft sys-
tem descriptions were reviewed by members of the project 
working group and by some interviewees to ensure accuracy. 
Second, a summary of services provided by each system 
was produced, including descriptions of the nature of ser-
vice provision and service delivery models. Third, for each 
system level dataset identified we described the data custo-
dian, the content of the dataset, any notes regarding linkage 
with other datasets, and any examples of published analysis 
and reporting. Fourth, the number of people accessing each 
of the systems for the 2015/2016 financial year was deter-
mined. Our approach to calculating the ‘stock’ of recipients 
is described in in the following section. It became apparent 
during the data collection phase that there was very limited 
data regarding the movement or ‘flow’ of people between 
systems. The final step was then to thematically analyse the 
interview data to identify the major themes regarding inter-
system movement.

Estimating the Prevalence of Work Disability

There is no national source of work disability data in Aus-
tralia. While some systems maintain well organised and cen-
tralized databases with complete or near complete capture 
of cases, the quality and completeness of reporting varies. 
Other systems have limited or highly fragmented data sys-
tems dispersed across multiple organisations. There are no 
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common data standards between systems. Acknowledging 
these limitations, we adopted a “bottom up” approach to 
estimating the prevalence of work disability, using an array 
of publicly accessible data sources.

The approach involved two major steps. First, we esti-
mated the number of people receiving income support pay-
ments who met our operational definition of work disability 
within each system. Second, we aggregated the outcome 
from each of the in-scope systems to calculate the total 
number of work-disabled income support recipients. For 
the three lump sum systems we counted claim finalisation 
(payment of the lump sum) as the indicator of income sup-
port receipt. For the remaining systems we counted all new 
claims receiving an income support payment during the time 
period. The 2015/2016 financial year was selected as the 
most recent full year for which data was available across all 
ten systems. We note that it is possible for a single individual 
to receive income support from multiple systems within a 
given year. While this is not the norm, this does mean that 
the number of individuals in receipt of income support will 
be lower than the total number of recipients reported.

The data available within each system varies substantially 
in its completeness, accuracy, quality and relevance for this 
exercise. Thus it was necessary to make some assumptions 
regarding the number of eligible recipients or the propor-
tion meeting the operational definition of work disability, in 
order to estimate the number of recipients for each system. 
Where assumptions were required we referred to publicly 
available reports, and adopted a conservative approach. 
Where feasible, assumptions were tested with system experts 
to verify the approach and provide assurance that estimates 
were not over-inflated. Further information regarding the 
method of estimating prevalence is included in the supple-
mentary tables.

Estimating Income Support Expenditure

We sought to calculate the total annual expenditure per sys-
tem on income support for people with work disability, as 
well as the average annual expenditure per recipient. The 
number of work disabled income support recipients was 
expressed as a rate per 1000 working age Australians (the 
recipient rate). The recipient rate provides a method of 
standardising the number of recipients against a common 
denominator. We selected the total Australian working age 
population as our denominator as this reflects the total avail-
able pool of individuals from which the system recipients 
are drawn.

Finally, we calculated the minimum and maximum 
weekly amount of income (net of income taxation) pro-
vided under each system, for a person working full-time 
with national average weekly earnings (AWE) prior to the 
onset of the health condition leading to work incapacity. This 

was determined by either applying system rules regarding 
the percentage of AWE covered, or in the social security 
and Department of Veterans Affairs (DVA) pension systems 
by accessing current payment rates for the various pensions 
and allowances. For the three lump sum systems we report 
the average lump sum payment. All figures are reported in 
Australian dollars (AUD$).

Results

Characteristics of Income Support Systems

Table 2 presents an overview of the main features of Aus-
tralian systems of income support for people with work dis-
ability. The systems are variously regulated by state, terri-
tory and commonwealth government authorities established 
under a diverse array of legislation (see Supplementary 
Table 1). The approach to governance and benefit delivery 
varies substantially. A diverse mix of public, for-profit pri-
vate and not-for-profit entities are involved in case manage-
ment, administering income support payments and service 
provision.

Each system can be categorised according to whether 
they provide national or jurisdictional (state or territory) 
coverage; whether eligibility is conferred on the basis of 
the mechanism via which the health condition was acquired 
(mechanism based systems) or by the presence of an injury, 
illness or health condition that affects capacity to work, 
regardless of the mechanism (disability based systems). 
Systems can also be categorised according to how they are 
funded, with some being funded by employer payroll, others 
funded through insurance premiums paid by an employer, 
a person registering a motor vehicle or through a private or 
group insurance policy, while the social services system is 
funded through commonwealth appropriations.

The individual systems vary in complexity from those 
operated by a single organisation (such as the social secu-
rity system operated by the Commonwealth Government) 
through to those that involve multiple system operators (such 
as the MVA compensation systems operated by state and 
territory government authorities) and to the highly devolved 
system of employer provided leave which is effectively oper-
ated through the nation’s more than two million employers.

The characteristics of people who receive support also 
varies between the systems. While musculoskeletal and 
mental health conditions are common, individuals may enter 
these systems with one of a wide range of health conditions 
ranging from mild illness resulting in a sick leave day to 
serious acquired disability with life-long consequences for 
participation in employment. The disability-based systems 
typically support populations with a more diverse range of 
conditions. For example, data from one life insurer indicated 
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that a quarter of income protection recipients presented with 
injury or poisoning, and another quarter with musculoskel-
etal conditions, 15% of recipients had neoplasms (cancers), 
and 15% had mental health conditions [24]. There is also 
demographic variation between systems. Approximately 
60–70% of workers’ compensation recipients are male. 
In contrast, the life insurance and social security systems 
include approximately even numbers of male and female 
recipients. Recipients of MVA compensation are more likely 
to be under 25 years of age than in other systems [25], while 
the age group with the largest proportion of workers’ com-
pensation claims is 35–54 years of age. The modal age group 
for the disability support pension (DSP) is 55–64 years, for 
sickness allowance and newstart allowance 45–54 years, and 
for youth allowance 16–20 years.

The duration of income support varies markedly. 
Employer provided entitlements are usually accessed in 
cases of temporary illness, and a national standard of 10 days 
sick leave is available to most workers. Data from short-tail 
workers’ compensation schemes indicate that the major-
ity of claims for time loss are of < 1 week duration. One 
short-tail scheme reported an average of 7 weeks (49 days), 
but that over a third of all time loss claims last only 5 days 
[26]. Long-tail workers’ compensation schemes may support 
recipients until retirement age. DSP recipients have a mean 
benefit duration of 608 weeks (11.7 years). Newstart Allow-
ance recipients receive benefits for an average 129 weeks 
(2.5 years), Sickness Allowance 45 weeks (0.9 years), and 
Youth Allowance 79 weeks (1.5 years) [27]. Life insurance 
income support is typically time limited to 2 years, while 
TPD payments are usually provided in a lump sum following 
an assessment period.

All of the systems have structured datasets in some form. 
Data is variously collected and entered by employers, insur-
ers, regulators and system administrators. Most systems 
collate some of the structured data centrally, although the 
content and extent of these centralized databases varies con-
siderably. Some systems have developed and implemented 
system-wide data standards. For example the workers’ com-
pensation systems have adopted the routine use of stand-
ardized coding systems including the type of occurrence 
classification system (TOOCS) [28] to capture the nature 
of injury/illness, mechanism and body regions affected. 
This has enabled inter-jurisdictional analyses and reporting 
such as that conducted routinely by Safe Work Australia. 
Standards for reporting of financial information apply to 
life insurers and superannuation funds [29, 30]. There are 
also substantial data gaps, relating to lack of centralisation 
(in some systems) and limited reporting. There are no data 
standards that apply across systems. Overall, the data land-
scape can be categorised as highly fragmented and siloed, 
with some ‘system-specific’ centralisation but no formal 
linkages between systems.Ta
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In summary, there is a substantial amount of variation 
between the Australian work disability income support 
systems with respect to their governance, structure, benefit 
delivery, coverage, eligibility, data capture and reporting.

Prevalence and Impact of Work Disability

Table 3 presents estimates of the prevalence of work disabil-
ity resulting in income support payments for the 2015/2016 
financial year, as well as expenditure and recipient rate 
estimates. We estimate that 6.5 million Australian workers 
accessed employer provided entitlements during the year at 
a rate of 412 per 1000 working age population and a total 
expenditure of $18.7 billion. There were a further 786,000 
recipients of income support through the remaining nine 
systems with a combined rate of 49.4 per 1000 working age 
population and combined expenditure of $18.4 billion. The 
total expenditure on income support for work disability was 
estimated at $37.2 billion for the financial year.

The largest system by volume of recipients and expendi-
ture was employer provided entitlements. The second largest 
system by volume and expenditure was social security, with 
the DSP being the major component. Workers’ compensa-
tion and life insurance systems were the next largest in terms 
of both volume and expenditure.

The volume of recipients and expenditure are functions 
of multiple factors, including any limits placed on system 
access, the amount of income support provided, and the 
extent and duration of incapacity of people accessing system 
benefits. For example, employer provided entitlements are 
available to most people in the labour force and there are few 
limits to access. However these entitlements are usually used 
for temporary illness and thus there is a very high volume of 
use but a relatively low expenditure per case at $2,861. In 
contrast, access to MVA compensation systems is restricted 
to people injured in a motor vehicle crash (and in some states 
to those not at fault for the crash), and while most people 
have mild to moderate injuries and recover, some have very 
serious injuries that result in life-long income support. These 
systems have a low volume of cases but a relatively high 
expenditure per case. Social security has relatively few bar-
riers to access and thus there is a large volume of recipients. 
Disability support pensioners by definition have limited 
work capacity and tend to have long durations in the social 
security system; more than half of all DSP recipients have 
received the benefit for more than 10 years [27]. Thus there 
is a large volume of people with long periods of work dis-
ability in this system.

Transitions Between Income Support Systems

Review of system documentation and grey literature identi-
fied limited information on the movement of people between 

income support systems, with only three of the included 
documents involving information on cross system move-
ment. The most comprehensive analysis was between ben-
efits within the social security system [31], in a report which 
shows the proportion of benefit recipients entering and exit-
ing the social security system from and to work. We were 
unable to identify reports of other system interactions, such 
as the impact that changes in the boundaries of one system 
(e.g., restriction or expansion of eligibility) may have on 
other systems. This lack of documented information and data 
was confirmed by interviewees, who were unable to identify 
further data sources related to inter-system transfers. Analy-
sis of interview data identified a number of themes regarding 
the movement of people between systems that provide some 
insight. These include that the majority of disabled workers 
return to employment after a short period of absence, but 
that a small proportion will interact with multiple systems. 
Interviewees reported that system policy and product design 
strongly influence the pathway through the income support 
systems for workers with long periods of disability, but that 
these pathways are influenced by personal and psychosocial 
factors. Interviewees also identified multiple gaps in cover-
age, where workers ‘fall between the cracks’ and must rely 
on their personal or family resources. These themes provide 
a basis for future research and analysis, and are summarised 
in Table 4.

Provision of Services and Service Gaps

Table 5 summarises the services usually funded in each of 
the systems. There is wide variation in both the type of ser-
vices funded and the models of service delivery. Workers’ 
compensation, DVA compensation and MVA compensation 
(statutory benefits schemes) were the only systems to fund 
all services.

Case management was the only service provided across all 
systems. Case management refers to the coordination and/or 
management of the benefit/claim process, including assess-
ment, eligibility determination, and benefit and service deliv-
ery and termination. All included systems had some form 
of case management. Approaches vary markedly, with case 
management provided by employers, regulators, private insur-
ers, superannuation funds and third party organisations. The 
responsibilities, obligations, resources and capabilities of case 
managers varies widely between and within the systems.

Six of the systems offered return to work services. The 
most structured and widely delivered services are provided 
by employers and workers’ compensation schemes. Return to 
work obligations are mandatory in workers’ compensation and 
thus use of return to work services is commonplace. In other 
systems however, return to work services are not mandatory, 
or may not be accessed as widely. Services may be provided 
within the employer (e.g., by human resources department) 
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or by a third party such as an occupational rehabilitation or 
occupational health provider.

Four systems routinely fund healthcare and treatment. In 
other systems people may be provided with limited funding or 
rely on the public healthcare system or personal private health 
insurance cover. Systems where a lump sum benefit payment 
is offered typically do not pay for healthcare and treatment 
services, however lump sum MVA compensation schemes may 
offer an initial payment for medical services until fault is deter-
mined. Life insurers are restricted by legislation from funding 
healthcare services that are funded by private health insurers 
or the national public healthcare system known as Medicare.

People with long periods of work disability may become 
unemployed. While there are legislative protections in 
place within most workers’ compensation systems that 
require employers to re-employ injured people for up to 
twelve months, such protections do not exist in other sys-
tems, meaning that employers may choose to terminate 

employment. Six systems offered job finding or employment 
services. Social security may require recipients to engage 
with new employer services to continue to receive benefits. 
However, some social security benefit recipients may be 
exempted from participating in new employer services on 
disability or incapacity grounds. These services are provided 
either through the Commonwealth government Disability 
Employment Services or Job Active programs, or through 
an array of private sector occupational and vocational reha-
bilitation providers contracted to insurers and compensation 
scheme regulators.

Four systems funded or provided access to disability-
related functional supports such as aids and equipment, 
home and vehicle modifications. These systems typically 
require that the functional support must achieve a specific 
goal, and workers are usually assessed for their need for a 
functional support on a case-by-case basis.

Table 3   Estimated number of work disabled income support recipients per system, with expenditure estimates

MVA motor vehicle accident; DVA Department of Veterans Affairs; TPD total and permanent disability; DSP disability support pension
a Based on a single person working full time earning national average weekly earnings pre-disability, with 100% incapacity post-disability. Note 
that some systems have payment caps and that percentages will change for people on higher and lower incomes pre-disability. All dollar values 
reported are Australian dollars

System Est. number 
of recipients 
(000’s)

Est. total expenditure 
on income support 
($m’s)

Est. average 
expenditure per 
recipient ($)

Est. recipients per 1000 
working age population

Percent of pre-
disability income 
replaced (%)a

Employer provided entitle-
ments

6544 18,725 2681 411.6 100

Workers’ compensation—
short-tail

126 1,859 24,176 7.9 75–100

Workers’ compensation—
long-tail

30 650 32,395 1.9 65–100

MVA compensation—stat-
utory benefits

6 96 52,000 0.4 80–95

MVA compensation—lump 
sum

9 267 110,609 0.7 Lump sum

Life insurance—income 
protection

65 1444 22,217 4.6 75–80

Life insurance—TPD 30 2990 100,634 2.8 Lump sum
Social security—DSP 282 6108 21,631 17.7 35–38
Social security—newstart 

allowance
169 2287 13,536 10.6 23–32

Social security—youth 
allowance

10 102 10,601 0.6 19–32%

Social security—sickness 
allowance

8 108 13,974 0.5 23–30%

DVA compensation and 
pensions

24 293 23,982 1.1 75–100%

Superannuation 27 2226 82,444 1.7 Lump sum
Total 7330 37,155 5069 461.0 n/a
Total (excluding employer 

entitlements)
786 18,430 23,000 49.4 n/a
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Table 4   Themes regarding movement between systems

Theme Description

Most people return to work Most people have temporary periods of incapacity and return to work. The major 
movement is between the ‘healthy at work’ state and systems of employer 
entitlements, workers compensation, motor vehicle compensation and life 
insurance. For many people the systems function well and support return to paid 
employment

Some people will touch multiple systems Some people with complex health conditions and long periods of work disability 
will interact with multiple systems or never return to paid employment. This is 
a large group who may take diverse pathways through the ‘systems of systems’ 
during their period of incapacity. The longer the period away from work, the 
less likely these people will ever return to paid employment, and thus the return 
to work task becomes more difficult as people progress from upstream to down-
stream systems

Policy and product design determine inter-system movement The rules regarding eligibility and benefit provision, variously enshrined in legis-
lation, regulation, policy and product design, exert a substantial influence on the 
movement people through the systems. Some of these rules are hard wired and 
pre-determine pathways based on features of the person, their illness or injury, 
employment circumstances and other characteristics

Personal circumstances can affect decision making Factors such as the amount of usual income and family circumstances can influ-
ence whether a person enters a particular system, and the duration of their 
income support. For example people with higher incomes are more likely to 
have retail life insurance policies and may choose to access those policies rather 
than, or in addition to, capped workers compensation or MVA compensation 
systems

There are multiple gaps in coverage Because each system has been designed in isolation, there are multiple gaps in 
coverage, where a person with long-term work disability may not be eligible 
for income support from most or any of the systems. For example during the 
waiting periods for MVA compensation or life insurance policies. During these 
periods the person will rely on their personal or family resources, or if eligible 
will enter the social security system

People can access multiple systems simultaneously It is possible, under certain circumstances, to access more than one of the income 
support systems at the same time. Some systems have processes and policy in 
place to offset benefits received in one system against those in another, however 
this is not universally the case

Limited support during system transition There is limited support for people who are leaving one system and entering 
another. Paying more attention to people who are reaching the limit of support 
in one system may provide an opportunity to track them into subsequent support 
systems, and to provide supports and services that facilitate the transition

Table 5   Summary of service 
provision by system

MVA motor vehicle accident; DVA Department of Veterans Affairs; TPD total and permanent disability; 
DSP disability support pension

System Service type

Return to work Health-
care/treat-
ment

Job finding/
employment

Func-
tional 
supports

Case 
manage-
ment

Employer provided entitlements ● ●
Workers’ compensation—short-tail ● ● ● ● ●
Workers’ compensation—long-tail ● ● ● ● ●
MVA compensation—statutory benefits ● ● ● ● ●
MVA compensation—lump sum ● ●
Life insurance—income protection ● ● ●
Life insurance—TPD ●
Social security ● ●
DVA compensation and pensions ● ● ● ● ●
Superannuation ●
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Discussion

Australia has a diverse and complex array of systems pro-
viding income support and services for people with work 
disability. These are regulated by state, territory or Com-
monwealth governments and operated through many public 
or private organisations. The amount and duration of income 
support varies substantially between and within systems, as 
do the models and types of services provided or funded. 
Collectively, these systems provided income support for a 
period of temporary or permanent work disability to more 
than three quarters of a million Australians, with at least an 
additional 6.5 million accessing employer sick leave ben-
efits. The total combined direct cost of income support alone 
was $37.2 billion in the 2015/2016 financial year. While 
most work disabled people will return to employment after 
a short period of incapacity, some people with long peri-
ods of work disability will access support through multiple 
systems. These people may experience gaps in income sup-
port during which they are reliant on personal and family 
resources. While there is no quality data in Australia to esti-
mate the volume of people transitioning between systems, 
it is likely that many thousands of workers experience such 
transitions annually.

The International Labour Organisation has described Aus-
tralia’s systems of workers’ compensation as an ‘employer 
liability’ model, in contrast to the social insurance schemes 
that are common in North and South America, Asia, Europe 
and much of Africa; whereas the Australian disability benefit 
system is considered a non means tested ‘social insurance’ 
model more akin to those in these other regions [10]. These 
broad categorisations are useful for high-level international 
comparison, but do not reflect the complexity and diversity 
in the Australian work disability policy landscape, nor do 
they capture the full gamut of social protection programs in 
place. The policy underpinning Australia’s national approach 
to work disability is as fragmented as the support systems 
themselves, and with some notable exceptions [8, 14, 22, 32, 
33] there is a sparse evidence base to support macro-level 
system design. We have recently reported some unintended 
consequences of well-intentioned policy reform [32]. There 
is a clear need for more robust evidence to determine the 
effectiveness and efficiency of the current approach, and 
identify opportunities for reform.

Confounding these efforts are the lack of national data 
standards, the siloed approach to data capture and a rela-
tive lack of centralisation, analysis and reporting. Austral-
ian workers’ compensation and social security systems have 
invested in data capture and analysis, and these systems now 
have sophisticated methods of monitoring performance and 
evaluating impact of policy and practice reform [8, 31, 32, 
34]. However this is far from universal and other systems 

have been criticized for the lack of consistent, quality data. 
The Australian Securities and Investment Commission 
(ASIC) recent assessment of the Australian life insurance 
industry noted that data limitations can mean that it is dif-
ficult to compare performance between insurers, it is difficult 
for boards and senior management to assess performance, 
and it is difficult for consumers and others to assess the out-
comes and performance of the life insurance sector [35]. 
These criticisms also apply to some other major components 
of the Australian systems of income support for people with 
work disability.

Each of the Australian work disability support systems 
has been designed separately, and as a consequence there 
is relatively little policy consistency. This gives rise both to 
unexpected negative consequences, such as gaps in cover-
age, and presents multiple opportunities for reducing the 
national burden of work disability through cross-system 
collaboration. For example, our analysis of service models 
demonstrated that while many services are funded, provided 
or made accessible through the systems, the service delivery 
models vary considerably and there are substantial differ-
ences in the nature and extent of services between systems. 
There are also many areas of overlap. Notably all of the sys-
tems provide some form of case management. All of the sys-
tems interact in some way with healthcare systems (although 
only some fund healthcare), and most require involvement of 
primary care practitioners [36]. These areas of overlap pro-
vide opportunities to align service models between systems, 
to consolidate resources, develop best practices in service 
delivery, and ultimately to improve the efficiency and effec-
tiveness of service delivery.

One concrete example of this is with regard to work 
capacity assessments. For people with more than temporary 
incapacity, all systems enforce some form of work capacity 
assessment or independent medical examination to deter-
mine eligibility for income support or healthcare, or con-
firm requirements for continued treatment. However there 
are inter-system differences in the standards against which 
degree of impairment are rated, and also variation in the 
purpose for which such assessments are requested, the use of 
data, and the sharing of information [37]. Numerous impair-
ment standards are used, ranging from different versions of 
the American Medical Association guides in workers’ com-
pensation and MVA systems to the ‘impairment tables’ in 
the social security system [38]. Problems with these assess-
ments and their capacity to cause harm have been reported 
[39], and thus a national approach to developing a best prac-
tice in medical assessment seems sensible.

A second example is with respect to the role of employ-
ers. Evidence demonstrates the powerful role of employers 
in supporting return to work in people with work disabil-
ity [40]. Employer beliefs around the role the workplace 
should play in influencing health appears to influence their 
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approach to workplace based prevention and rehabilitation 
[41]. Each of the Australian income supports systems has a 
different approach to employer engagement. For example 
some workers’ compensation systems support workplace 
health promotion activities. Life insurers are funding work-
place health assessment [42]. Superannuation funds have 
established a not-for-profit foundation focussing on mentally 
healthy workplaces [43]. The fragmented, system specific 
approach to employer engagement is unlikely to yield signif-
icant results in the short to medium term. A joint approach 
to employer engagement, to develop a clear business case 
that will encourage greater investment and involvement of 
employers, may yield more immediate and more sustainable 
results.

Our analysis demonstrated that the level of income sup-
port provided to an Australian with national average pre-dis-
ability earnings ranged from 19% and 100% of pre-disability 
income depending on the system of support. Workers’ com-
pensation, MVA compensation and life insurance provide 
more generous benefits while the social security systems 
provides less generous benefits. International evidence sug-
gests that more generous social insurance programs can 
moderate the harmful effects of long periods out of employ-
ment. A recent review of unemployment insurance reported 
that more generous benefits alleviate poverty and reduce 
the psychological distress associated with unemployment 
[44]. Analysis of a Dutch disability reform identified that 
reductions in benefit generosity were associated with adverse 
effects on life expectancy, particularly for women with low 
pre-disability earnings [45]. The impact of benefit levels on 
the health and employment prospects of Australians with 
work disability remains unknown, but is an important topic 
for future research.

Strengths of this study include its broad scope and the use 
of multiple information sources to construct an overarching 
picture of Australia’s systems of work disability support. 
Among some of the in-scope systems, lack of quality data 
meant that multiple assumptions were required to estimate 
the prevalence and impact of work disability. Where this was 
required the authors sought to validate assumptions with 
system experts. There were relatively few documentary 
sources describing the details of services delivered, beyond 
the high level service models. This presents an opportunity 
for future research, for example comparing the nature and 
quality of healthcare services provided between systems. An 
absence of data on between system interactions meant that 
we were unable to address a key study objective of mapping 
the movement of people with long periods of work disabil-
ity through the ‘system of systems’. This also represents an 
opportunity for future research.

This study demonstrates the substantial financial and 
human impact of work disability on Australian society. The 
prevalence of work disability and the direct costs of income 

support are substantial. In context, the total estimated 
costs of $37.2 billion in 2015/2016 is slightly more than 
the annual government expenditure on primary healthcare 
($34.6 billion) for the same financial year, and the number 
of people receiving income support exceeds the number of 
Australians receiving unemployment benefits at June 2016 
by approximately 50,000 [22]. However, unlike primary care 
expenditure and unemployment benefits, financial support 
for people with work disability is disaggregated across the 
many systems described, with the costs ultimately borne 
by workers, employers and different levels of government. 
These findings suggest a need for greater interrogation and 
evaluation of Australian work disability support systems, 
and a focus on systems level research to support effective 
scheme design and management.
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