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Terms of reference

I, the Hon Scott Morrison MP, Treasurer, pursuant to Parts 2 and 3 of the Productivity
Commission Act 1998, hereby request that the Productivity Commission undertake an
inquiry into the system of compensation and rehabilitation for veterans (Serving and Ex-
serving Australian Defence Force members).

Background

The recently released report of the Senate Foreign Affairs, Defence and Trade References
Committee into Suicide by Veterans and Ex-Service Personnel, The Constant Battle: Suicide
by Veterans (Senate Inquiry) documents the complexity in the overall legislative framework
for compensation and rehabilitation for veterans. Submissions to the review called for an
inquiry into the interplay between the various acts, including the use of the Statements of
Principles and the effectiveness of the administration by the Department of Veterans’ Affairs.

There have been many major reviews of veterans’ legislation and programs, particularly its
compensation program, over the last 40 plus years. Consistent with observations made by
the Senate Foreign Affairs, Defence and Trade References Committee, the Government is
now seeking a comprehensive examination of how the current compensation and
rehabilitation system operates and should operate into the future.

Scope

This Productivity Commission inquiry will examine whether the system of compensation
and rehabilitation for veterans (Serving and Ex-serving Australian Defence Force members)
is fit for purpose now and into the future. In undertaking the inquiry, the Productivity
Commission should review the efficiency and effectiveness of the legislative framework for
compensation and rehabilitation of ex-service personnel and veterans, and assess
opportunities for simplification.

This framework includes the Veterans’ Entitlements Act 1986, the Military Rehabilitation
and Compensation Act 2004 and the Safety, Rehabilitation and Compensation (Defence-
related Claims) Act 1988. The Productivity Commission should consider the interplay
between the various pieces of legislation. It should also examine the effectiveness of the
governance, administrative and service delivery arrangements that support the legislation
(the ‘supporting architecture’).
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The Productivity Commission should have regard to the current environment and challenges
faced by veterans, including but not limited to:

« Whether the arrangements reflect contemporary best practice, drawing on experiences of
Australian workers’ compensation arrangements and military compensation frameworks
in other similar jurisdictions (local and international);

« the use of the Statements of Principles as a means to contribute to consistent decision-
making based on sound medical-scientific evidence; and

« Whether the legislative framework and supporting architecture delivers compensation
and rehabilitation to veterans in a well-targeted, efficient and veteran-centric manner.

The Productivity Commission will also consider issues raised in previous reviews.

Process

The Productivity Commission should undertake appropriate public consultation, including
holding hearings (including in regional Australia), inviting public submissions and releasing
a draft report to the public.

The final report should be provided to Government within 15 months.

The Hon Scott Morrison MP
Treasurer

[Received 27 March 2018]
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The Commission’s report is in two volumes. This volume 1 contains the overview,
recommendations and findings and chapters 1 to 10. Volume 2 contains chapters 11 to
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Key points

Despite some recent improvements to the veterans’ compensation and rehabilitation system,
it is not fit-for-purpose — it requires fundamental reform. It is out-of-date and is not working in
the best interest of veterans and their families, or the Australian community.

In 2017-18, the Department of Veterans’ Affairs (DVA) spent $13.2 billion supporting about
166 000 veterans and 117 000 dependants (about $47 000 per client). And while the veteran
support system is more generous overall than other workers’ compensation schemes, this
does not mean it is an effective system.

The system fails to focus on the lifetime wellbeing of veterans. It is overly complex (legislatively
and administratively), difficult to navigate, inequitable, and it is poorly administered (which
places unwarranted stress on claimants). Some supports are not wellness-focused, some are
not well targeted and others are archaic, dating back to the 1920s.

The institutional and policy split between Defence and DVA also embeds perverse incentives,
inefficient administration and poor accountability, and results in policy and implementation
gaps.

A future veteran support system needs to have a focus on the lifetime wellbeing of veterans.
It should be redesigned based on the best practice features of contemporary workers’
compensation and social insurance schemes, while recognising the special characteristics of
military service. This will change the incentives in the system so more attention is paid to the
prevention of injury and illness, to rehabilitation and to transition support.

The split in responsibility between Defence and DVA for the lifetime wellbeing of veterans also
needs to be addressed. While the first-best option is for responsibility for veteran policy to be
transferred to the Department of Defence, given a lack of trust and confidence by veterans in
Defence to exercise this policy role, and strong opposition to the change, this is not realistic
or feasible at this stage.

New governance, funding and cross-agency arrangements are required to address the
problems with the current system.

— A single Minister responsible for Defence Personnel and Veterans is needed to ensure
policy making for serving and ex-serving personnel is integrated.

— An advisory council to the Minister should be established to provide advice on the lifetime
wellbeing of veterans.

— A new independent statutory agency — the Veteran Services Commission (VSC) — should
be created to administer and oversee the performance of the veteran support system.

— An annual premium to fund the expected costs of future claims should be levied on
Defence.

— A ‘whole-of-life’ veteran policy under the direction of the Minister for Defence Personnel
and Veterans needs to be developed by DVA, Defence and the VSC. This should include
more rigorous cross-agency planning processes (including external expertise).

— Responsibility for preparing serving veterans for, and assisting them with, their transition to
civilian life should be centralised in a new Joint Transition Authority within Defence.

(continued next page)
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Key points (continued)

DVA'’s Veteran Centric Reform program has some good objectives and is showing some signs
of success. It should be closely monitored to ensure it is rolled out successfully and
adjustments should be made, where necessary, to accommodate the proposed reforms.

The current system should be simplified by: continuing to make it easier for clients to access;
rationalising benefits; harmonising across the Acts (including a single pathway for reviews of
decisions, a single test for liability and common assessment processes); and moving to two
compensation and rehabilitation schemes by July 2025.

— Scheme 1 should largely cover an older cohort of veterans with operational service, based
on a modified Veterans’ Entitlements Act 1986. Scheme 2 should cover all other veterans,
based on a modified Military Rehabilitation and Compensation Act 2004, and over time will
become the dominant scheme.

Veterans’ organisations play an important role in the system. DVA could better leverage this
support network by commissioning services from them, including for veterans’ hubs. Engaging
with these organisations when there is no peak body is not easy for government. Should a
national peak body be established that represents the broad interests of veterans, the
Australian Government should consider funding it.

The Gold Card runs counter to a number of the key principles that should underlie a future
scheme — it is not wellness-focused or needs based. It can also be inefficient (by encouraging
over-servicing). It should be more tightly targeted and not be extended to any new categories
of recipients. An independent review of DVA'’s fee-setting arrangements for health services is
also required.

The way treatments and supports are commissioned and provided to veterans and their
families also needs to change. The VSC would more proactively engage with veterans and
their families (taking a person-centred approach, tailoring treatments and supports) and have
greater oversight of providers than under current arrangements. This approach will require
more extensive use of data and a greater focus on outcomes.

Expanding non-liability coverage to mental health care was a positive step. However, a new
Veteran Mental Health Strategy that takes a lifetime approach is urgently needed. Suicide
prevention should be a focus of the Strategy, informed by ongoing research and evaluation.

Families of veterans have access to a number of support services provided by DVA, including
access to Open Arms counselling services, respite care, and the Family Support Package.
Eligibility for the Family Support Package should be extended. The VSC would have close
engagement with families, providing them with more individualised support. Further research
is needed to better understand the mental health impacts of service life on families and how
they can be best supported.

OVERVIEW
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Overview

An implicit principle underpinning the current veterans’ compensation and rehabilitation
system is that military service is a unique occupation. There are a number of features that
distinguish military service from other occupations, including that members:

« are required to follow orders — members are subject to military law and discipline and
are not as free as other Australians to make independent decisions or to choose to avoid
personal injury in armed conflict

« have authority to apply lethal force against enemy forces

« are frequently placed in high-risk environments, including in war or operational service
and while in training or on peacetime service.

As the Department of Defence put it:

Australians join the Defence Force for a variety of reasons, but collectively they accept the
forfeiture of certain freedoms enjoyed, and taken for granted, by all others in Australian
society. Almost every aspect of uniformed life comes with a risk or cost to the member and/or
to their families.

Support for members and their families in the event that these risks materialise is widely
regarded as a condition of military service. The Australian Government is also committed
(and has been since World War |) to supporting, and reintegrating into society, those who
are affected by their service in the Australian Defence Force (ADF). And many ex-service
organisations provide support to current and former ADF members and their dependants.

While most ADF members successfully transition and quickly re-establish civilian lives,
some struggle to address the challenges they experience when they leave the military. Those
discharged involuntarily can be deeply affected. And sometimes the impacts of service do
not become apparent until many years after discharge. The health and wellbeing of family
members of serving and ex-serving veterans can also be harmed by a veteran’s military
service, especially the families of veterans who died as a consequence of service and families
living with veterans with physical injuries, disease or a mental illness.

Australia supports veterans with a separate and beneficial system

Australia has a comprehensive system of support for veterans, which includes income
support, compensation, health care, rehabilitation and other services. Access to some of the
supports and services is contingent on a veteran having suffered an injury or illness (or death)
related to their military service. Other supports are available regardless of whether they
incurred a service-related injury or illness.

4 ABETTERWAY TO SUPPORT VETERANS



Australia’s veterans’ compensation and rehabilitation system is separate from, and more
generous overall than, the system of workers” compensation and support generally available
to civilian workers. The ‘beneficial’ nature of the compensation recognises that there can be
both anticipated impacts of military service but also unanticipated and unknown potentially
harmful exposures.

The current veterans’ compensation and rehabilitation system is, in the Department of Veterans’
Affairs’ (DVA’s) words, ‘steeped in history, stemming back to World War I’. But the
environment in which the system is operating has changed. The nature and tenure of military
service has changed, as have approaches to social insurance and the availability of mainstream
health and community services. The community of Australian veterans and their families is also
changing and the new generation of veterans have different needs and expectations.

The key message of this report is that despite recent improvements to the system, the current
veterans’ compensation and rehabilitation system requires fundamental reform.

« It is not working in the best interests of veterans and their families or the Australian
community.

« Itis not set up in a way that minimises harm from service-related injury and illness.

« It is not meeting the needs of contemporary veterans and will struggle to meet the needs
of future generations of veterans.

e It needs to be brought more in line with contemporary workers’ compensation schemes
and modern person-centred approaches to rehabilitation, health care and disability
support. This includes placing veterans and their families at the heart of the system and
taking a more holistic, flexible and individualised approach to supporting them.

« It needs efficient and effective governance and administrative arrangements that are
suited to meeting the future challenges and emerging needs of veterans.

A lifetime approach

Australians are willing to support veterans who are affected by their service, but they also
want to know that the system designed to support them improves, and does not harm, their
lives. The veteran support system should be about more than compensation and
rehabilitation. It must take a lifetime approach to supporting veterans and their families and
be more focused on wellness and ability (not illness and disability) and minimising harm
from service. It needs to be more responsive to the changing needs and circumstances of
veterans, which will require more flexibility in supports and the way they are provided.

Recognising that mainstream services are a complement to veteran-specific services is one
element of a new approach. Changes also need to be made to the way treatments and supports
are commissioned and provided to veterans and their families. There needs to be more
proactive engagement with rehabilitation, transition, health and mental healthcare providers
(including requiring an evidence-based approach to treatment and supports) and better
oversight of outcomes from treatment and support.

OVERVIEW 5



Wide-ranging reforms

Many of the changes we are recommending are about minimising the harm from
service-related injury and illness and investing in veterans so that when they leave the ADF,
they are more likely to enjoy fulfilling and productive lives. A lifetime focus will result in
better outcomes for veterans, their families and the Australian community.

Some of the benefits from the proposed recommendations include:

« aset of principles and objectives to guide the system

« a greater focus on prevention of injury and illness, on rehabilitation and on transition
support

« improved continuity-of-care in rehabilitation

« better coordinated and more responsive transition support

« asimpler and easier system for veterans and their families to navigate
« better targeted and more equitable compensation

« better governance arrangements, more efficient processes and improved commissioning
of services

« agreater focus on outcomes for veterans and their families and the Australian community.

We are proposing a comprehensive, coordinated and sequenced package of reforms. The
reforms will take time to implement, but they are vital for a better future system of support
for veterans and their families. A staged approach will minimise disruption costs, allow
current worthwhile initiatives to be rolled out and provide time for legislative and
administrative adjustments. It will also allow time for veterans and their families to see the
benefits of the reforms and be assured that the changed approach is a better system of
support. It is hard to achieve institutional change without trust, and trust is won slowly
(particularly given many of the problems that historically have beset veterans’ support). In
part, this why the Commission has focused on long-term changes to the veteran support
system, in order to build confidence in those changes over time.

1 About the veteran support system

DVA provides various forms of support to current and former ADF members and their
families. These include:

« income support and compensation

« health care

« rehabilitation, transition support and other services to support wellbeing.

In 2017-18, DVA spent $13.2 billion on the veterans’ rehabilitation and compensation
system (or about $47 000 per client). Of this, about $7.4 billion was spent on compensation
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and support, $5.3 billion on health care and wellbeing, and about $440 million on enabling
services such as workplace training, financial management and information technology.
DVA also spent $60 million on commemorative activities and facilities, such as war graves
and memorials.

The Commonwealth Superannuation Corporation provided a further $800 million to
veterans and their families through invalidity and dependant pensions and Defence spent
about $437 million on rehabilitation and health care of serving members.

DVA currently supports about 166 000 veterans and about 117 000 dependants (mainly
widows or spouses). The exact number of living Australian veterans is not known (box 1).
This is just one indication of the lack of information about Australian veterans.

Box 1 Some facts about serving and ex-serving ADF personnel

Who is a veteran?

Traditionally, the term ‘veteran’ described former Australian Defence Force (ADF) members who
were deployed to serve in operational conflict environments. However, in 2017, a Roundtable of
Australian Veterans’ Ministers agreed that a veteran would be defined as anyone who has served
at least one day in the ADF. As such, for this inquiry we have used the term ‘veteran’ to cover all
current and former serving ADF personnel, whether they were deployed to active conflict or
peacekeeping operations or served without being deployed. The ‘veteran community’ also covers
family members of both living and deceased veterans.

About the ADF and veteran population

e ADF members are professionals who have volunteered to serve in the military. About
5200 recruits join the ADF each year.

e In 2017-18, there were about 58 000 permanent members of the ADF and about
20 000 reservists. The Army accounts for about half of ADF personnel and the Navy and Air
Force for a quarter each.

¢ More than two million Australians have served in the ADF since Federation.
¢ The extent and tempo of military engagements has increased since the early 2000s.

o Contemporary veterans have injuries that, in prior conflicts, would have resulted in death (for
example, traumatic brain injuries).

e About 18 per cent of those who leave the ADF do so for medical reasons.

Little is known about Australia’s total veteran population. The Department of Veterans’' Affairs
recently estimated that there are about 640 000 living veterans (including reservists).

DVA clients span all generations and life stages — there are veterans and widows aged over
100 years and children of veterans as young as one year. However, the majority of DVA
clients are in the older age groups — about 194 000 are 65 years or older and of these
98 000 are aged over 79 years (figure 1).
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Figure 1 DVA clients by age, December 2018
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The number of DVA clients is declining, and has fallen from about 540 000 clients in 2000
to 291 000 in 2017, reflecting the deaths of the World War Il and the Korean War veteran
cohorts (figure 2).

Figure 2 DVA clients — veterans and dependants
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The profile and needs of veterans are changing. This is driven by the nature of recent and
current military conflicts and the declining numbers of older veterans.

Older veterans are more likely to require independent living assistance, aged care and health
services, while the needs of contemporary veterans are focused on rehabilitation, wellness
and returning to work. Contemporary veterans are more likely (than older veterans) to:

« be women (often with dependent children) — the proportion of female members in the
ADF increased from 13 per cent in 2000 to about 18 per cent in 2018

« have been on multiple deployments — 38 per cent of permanent ADF members have
been deployed more than once

« need to prepare for a working life after service — the median length of time in the
military is seven years for members of the Navy and Army, and 10 years for members of
the Air Force.

As the Minister for Veterans’ and Defence Personnel, Darren Chester, recently said:

... when we think of the word veteran, we tend to think of someone in their sixties or seventies.
But from an ADF perspective, our veterans are often in their late twenties or early thirties, so
they have another career after they’ve been in the military.

The legislative framework

The current system has three main Acts.

o The Veterans’ Entitlements Act 1986 (VEA).

« The Safety, Rehabilitation and Compensation (Defence-related Claims) Act 1988 (DRCA).
« The Military Rehabilitation and Compensation Act 2004 (MRCA).

The Acts have different eligibility requirements and provide different levels of support to
veterans through different claims and appeals processes (figure 3). The timing and type of
the relevant service determines which Act covers the veterans’ impairment. Veterans with
multiple impairments can also have different impairments covered under different Acts.
Under current arrangements, DVA determines if a veteran’s condition is service-related
under one or more of the Acts. It then identifies the payments and their amounts under
separate elements of the claims process.
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Figure 3 Veteran supports are provided under three main Acts
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Many of the compensation payments for veterans align with payments in mainstream
workers’ compensation schemes, though some are unique (figure 4). Veterans are also
eligible for superannuation invalidity payments, and for the age service pension, which cuts
in earlier (at 60 years for those with qualifying service) than the equivalent age pension for
other Australians.

When considered as a package, compensation for veterans and their families is relatively
generous compared to other workers’ compensation schemes. For example:

« a veteran with warlike service and an impairment rated at about 20 impairment points
would receive lifetime compensation of about $100 000 under the MRCA. This is about
double what a civilian worker with a similar impairment point rating would receive under
the Safety, Rehabilitation and Compensation Act 1988 (SRCA)

o a veteran who is totally and permanently incapacitated would receive lifetime
compensation of between $1.5 and $3.9 million under the MRCA, depending on their
age and need for services such as attendant care. The same person would receive between
$1.2 and $2.8 million under the SRCA.
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Figure 4
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The beneficial nature of the supports for veterans was noted by many participants to this
inquiry, with one describing the benefits to Australian veterans as ‘well resourced and largely
generous’. However, the important question is not so much the quantum of supports, but
their outcomes. Put simply, does this unique system deliver for veterans and the community?

History provides insights into why the system is as it is

History explains, in part, why we have the system we have today. Some features of the
system can be traced back to World War | and its after effects — a time when life
expectancy, the economic position of women, service members’ pay and motivations for
enlisting, and the extent of the mainstream health and welfare system, were very different
to what they are today. Since then, governments have added new features, often in an ad
hoc manner and/or in response to particular incidents or pressure from veterans’ groups.
While a number of the original rationales for elements of the scheme have faded, a political
desire to avoid reducing entitlements has meant that governments have not taken
opportunities to remove duplication and redundancy.
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In DVA’s words, the three Acts ‘collectively incorporate almost all of the benefits available
to successive generations of veterans over the last 100 years’.

It almost seems that because Australians value the sacrifices of those who have served, fewer
checks and balances are applied to veteran policy (when compared to other areas of policy).
While the contribution of our veterans to the nation’s security should be recognised (and
there are multiple ways to do this), it is also important that policy makers do not lose sight
that the reason for supporting veterans and their families is to improve their lives. More
funding for support does not necessarily equate to better outcomes and, in fact, it could
undermine the recovery of veterans (for example, by providing a disincentive for veterans
to return to work or to work to their potential).

As Gade, a United States veteran who served in Iraqg, said:

A fundamental principle of design in any public-policy program can be found in the ancient
Hippocratic Oath: ‘First, do no harm.” This should be especially true of policy toward veterans.
Having already taken risks in uniform to protect our society, they should not be exposed to risks
from government policy ... which could harm them after their service.

There is also only one bucket of taxpayer funds, so it is always important to ask the question
‘how could the money be best spent’?

2 What we were asked to do and our approach

This inquiry came about following a recommendation made by the Senate Foreign Affairs,
Defence and Trade References Committee in its report titled The Constant Battle: Suicide
by Veterans. The Committee said it chose the title The Constant Battle because it reflected
the problematic nature of suicide by veterans and ex-serving personnel, noting that:

For modern veterans, it is likely that suicide and self-harm will cause more deaths and injuries
for their contemporaries than overseas operational service.

The Committee found the legislative framework for the veterans’ compensation system to
be complex and difficult to navigate. The Committee was concerned that inconsistent
treatment of claims for compensation and lengthy delays in the processing of claims were
key stressors for veterans and their families, and said it was time for a ‘comprehensive
rethink of how the system operates’.

Against this background, the Commission was asked to look at how the current
compensation and rehabilitation system for veterans operates, how it should operate into the
future, and whether it is ‘fit for purpose’ (the full terms of reference are at the beginning of
this report).

We used a wellbeing approach and assessed the benefits and impacts of the system on the
lives of veterans, and Australians more generally, in light of the costs of the system. We also
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looked at best practice workers’ compensation and contemporary social insurance schemes
for insights on system design and principles.

Our focus was on providing evidence-based advice about policies that will improve the lives
of current and future generations of veterans and their families, while also improving
outcomes for the community as a whole.

3 What objectives for a veteran support system?

The overarching objective of the veteran support system should be to improve the lives or
wellbeing of veterans and their families (this aligns with what participants told us the
objectives of the system should be, box 2). This objective has at its core minimising the harm
from service to veterans and their families. This should be achieved by:

« preventing and minimising injury and illness

« restoring injured and ill veterans by providing timely and effective rehabilitation and
health care so they can participate in employment and life

« providing effective transition support for veterans and their families
« enabling opportunities for social integration

« providing adequate and appropriate compensation for veterans (or, if the veteran dies,
their family) for pain and suffering and lost income from service-related harm.

And as with all other government programs, the objective should be achieved while ensuring
value for money for the Australian community. Australians want to know that the money
they spend is:

« providing the support that covers the needs of injured or ill veterans

« providing a veteran support system that is run efficiently and effectively, and does not
cause unnecessary harm or stress to veterans and their families

« resulting in better lives for veterans and their families.

Best practice workers’ compensation schemes also focus on returning people back to work and
health at an affordable and sustainable cost. And contemporary approaches to disability place
an emphasis on people’s ability and potential, take an active rather than a passive approach to
meeting client’s needs, and focus on long-term costs. The veteran support system, which is
unique in its design and purpose, should also take a long-term or lifetime approach to
improving veterans’ lives. This will not only get the best outcomes for veterans and their
families — because it drives a focus on early intervention and supports that maximise veterans’
independence and economic and social participation — it will also ensure a more affordable
and sustainable system by reducing long-term support requirements.
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Box 2 A focus on wellbeing and rebuilding lives

The Department of Defence said that the priority objectives for veterans’ support should be:
... to ensure the long-term wellbeing, successful rehabilitation and transition for veterans into civilian life.

The Air Force Association:

Any compensation and rehabilitation system for veterans and their families must be ‘fit for purpose’,
recognising the unique nature of military service. Its principal aim is to return the veteran who has
suffered injury or illness due to service duty to his/her former physical and/or mental health state and
when this is not possible provide life-long treatment and financial support.

The Defence Force Welfare Association:

If the member was broken due to military service to the Nation, then the Nation has a moral obligation to
restore and financially support the person to an ‘as new’ condition as possible.

RSL Australia National Office:

The primary objective for an ADF member who has suffered an injury or disease should always be a
return to health and a return to work, as this is the best outcome for the member’s physical and mental
health, their family, the ADF and any future employers.

Stephan Rudzki:

... soldiers wish to be rehabilitated and return to some form of productive work. Having a job is a very
important component of overall health and mental well-being.

Mates4Mates:

It is important that veterans, their families and the whole community understand that despite a physical
or psychological injury, veterans have the capacity to lead very active, purposeful and fulfilling lives ...
Research indicates that employment can be a restorative psychological process. There is no substitute
for what employment offers in the way of structure, support and meaning. Positive and meaningful
employment experiences are linked to improved self-esteem, self-efficacy and high levels of personal
empowerment — all of which have a positive effect on mental health and wellbeing.

In the context of military personnel, a lifetime approach involves taking into account each
of the life stages — recruitment, in-service, transition and ex-service (figure 5).

« When members are serving, preventing injury or illness is critical to minimising the harm
to veterans and their families from service.

« In all the life stages, timely, appropriate and effective health care and rehabilitation is
important for minimising harm (or costs) to veterans and their families.

« The way in which members make the transition from military to civilian life can be an
important determinant of their long-term wellbeing (for example, if veterans are poorly
prepared for transition they can experience poor mental health and long periods of
unemployment). Timely and effective transition services that are available from early in
a veteran’s career, during transition and post-service are therefore important.

» Post-service, some veterans develop service-related health conditions and need timely access
to supports to minimise harm — this points to the importance of a sustainable system so that
veterans can be assured that supports will be available if, and when, they need them.
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Figure 5 Life stages of full-time military personnel
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Using a wellbeing approach to support veterans and their families, together with insights
from best-practice workers’ compensation and contemporary social insurance schemes, the

Commission considers that the veteran support system should be:
« Wwellness focused (ability not disability)

o equitable
veteran centric (including recognising the unique needs of veterans and their families

resulting from military service)
« needs based

 evidence based
administratively efficient (easy to navigate and achieves timely and consistent

assessments and decision making)
financially sustainable and affordable.

These principles should underpin the future system (figure 6).

A system that is about better lives for veterans and their families
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4 Why reform is needed

The current veterans’ compensation and rehabilitation system does not perform well when
assessed against the principles that should underpin the future system. This is in part because
of the way the system has been added to over time, but also because of the way the system
is set up and the incentives it creates for Defence, DVA and veterans. Veterans and their
families could be getting far better outcomes from the dollars the Australian community is
spending to improve their lives.

The system is overly complex and difficult to navigate ...

The veterans’ compensation and rehabilitation system is complex. It is difficult for veterans
and their families to navigate and for DVA to administer. It is so complex that claimants
often require help from advocates to navigate the system.

Multiple Acts are one source of complexity.l Veterans can be eligible for compensation
under more than one Act. This can be confusing for veterans and as one participant put it
‘daunting, even insurmountable’. Almost 30 000 veterans have had liability accepted under
more than one of the three Acts.

One of the consequences of multiple Acts is the need for offsetting of compensation between
Acts (to ensure veterans are not over or under compensated). Again, this is confusing for
veterans and a source of many complaints to the Commonwealth Ombudsman. Offsetting
can also lead to errors in compensation estimates, which can have serious consequences for
veterans. Superannuation invalidity pensions operating alongside the support system means
further offsetting and additional complexity.

The individual Acts are also complex. There are many additional payments beyond those
typically provided by workers’ compensation schemes (such as payments for damaged
clothing, vehicle allowances and education payments). Veterans and their dependants can be
eligible for at least 40 different payments or benefits, depending on the Act they are covered
by and the impairment the veteran has suffered.

Eligibility for these payments can vary depending on whether the impairment is related to
operational service or not. Some payments are lump sum, some are weekly, some are taxed,
and others are not. Some benefits are in the form of health care. RSL Queensland said ‘the
range of benefits is extensive and not necessarily well understood ... it remains difficult for
a veteran or his family to feel confident that they have accessed all of their entitlements’.

As discussed earlier, the complexity of the veteran support system is a symptom of reactive
and ad hoc policy making and a reluctance to take entitlements away from veterans or even

1 There are the three main veteran support Acts, two older pieces of Commonwealth workers’ compensation
legislation that are included in the DRCA and the Defence Act 1903 that supplements some DRCA claims.
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rationalise them when their original rationale no longer exists — problems that DVA itself
has highlighted.

... and there is inconsistent treatment of claims

Veterans with the same injury or illness can receive different levels of support because the
amount of compensation paid, and how the compensation is calculated or paid, varies
depending on which legislation applies. As RSL NSW said ‘veterans can seem to be
effectively rewarded or punished for the timing of their service’.

Box 3 provides an example of the different amounts of compensation that a veteran could
receive under the different Acts. There are differences based on the type of service they were
undertaking (warlike and non-warlike or peacetime) when an injury or illness occurred.
Under the MRCA, the rates for warlike and non-warlike service are higher than those for
peacetime service up to 80 impairment points (there is no difference between the rates for
veterans with impairments above 80 points). The difference can be over $100 000.

Different compensation for warlike and non-warlike service, and peacetime service adds
complexity and veterans are required to demonstrate whether their injury was suffered as a
result of warlike or non-warlike service. It also means there are inequities between different
groups of veterans.

Some supports are poorly targeted ...

Some supports are poorly targeted, exemplified by the Gold Card. It covers the cost of a
range of public and private health care services, irrespective of whether the impairment is
service related (box 4). Most Gold Card holders (about 60 per cent) are dependants or
veterans without severe service related disabilities (who qualify because of age or because
they are receiving the service pension). The way the healthcare cards operate also means that
cardholders are unlikely to be receiving co-ordinated person-centred health care.

... some discourage wellness

And some of the supports discourage wellness. One example is the Special Rate Disability
Pension under the MRCA. It provides little incentive for veterans to rehabilitate and return
to work because veterans lose access to their payment entirely if they return to work for more
than 10 hours per week.
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Box 3 Different Acts, different amounts of compensation for the
same impairment

The amount of compensation payable, and how the compensation is calculated or paid, varies
depending on which Act applies. As an example, Jane is a 30 year old veteran who suffered a
shoulder impairment graded at about 20 impairment points. While the amount and type of
compensation will vary based on which Act she is covered by and the type of service under which
the impairment was suffered, she will be entitled to:

e either a permanent impairment payment or a pension to compensate for the pain and suffering
from the impairment. (Because Jane’s ability to work is not affected by her impairment, she
will not be entitled to an income replacement payment.)

e Vvarious supplements.

Jane could expect to receive between $56 000 and $140 000 in lifetime financial compensation
(with the VEA being the most generous Act).
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Jane would also receive treatment for the shoulder impairment through the White Card, and, if
she has qualifying service, will receive the Gold Card at 70 years of age and the service pension.

The Gold Card can also work against the principle of ‘wellness’ by providing an incentive
for veterans to seek to qualify for higher levels of support. A veteran with service-related
impairments can substantially increase their compensation package by reaching the Gold
Card eligibility. As RSL NSW said, DVA’s health card system ‘encourages a view of the
system as a contest to be won, with the Gold Card as the prize’.

... The outcome sought for veterans should be rehabilitation, not monetary settlement. The ‘gold
card’ nomenclature utilised by DVA reinforces a negative entitlement culture where success for
veterans is the extraction of cash from the government, not their rehabilitation and return to being
a productive member of civilian society.
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Box 4 Who is entitled to the Gold Card and what does it provide?

The holder of a Gold Card is entitled to treatment and care for all health conditions. About
127 000 DVA clients have a Gold Card. Gold Cards are issued to:

e Vveterans aged over 70 years with qualifying service (about 7000 cardholders)
e Veterans receiving the service pension who satisfy a means test (about 11 000 cardholders)

e veterans above a specific level of impairment or incapacity under the VEA (about
49 000 cardholders) or MRCA (about 1500 cardholders)

o dependants of deceased veterans who qualify for a war widow(er)s’ pension or wholly
dependent partner or child payment (about 62 000 cardholders)

e ex-prisoners of war (140 cardholders), British nuclear test participants and members of the
British Commonwealth Occupation Force (650 cardholders).

The range of entittiements covered by the Gold Card goes well beyond those covered by the public
health system and includes private hospital visits, private specialist appointments, dental
services, aged care services and travel for treatment. Gold Card holders are also exempt from
paying the Medicare levy.
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Veterans can also be discouraged from seeking early intervention (which can lead to higher
use of more expensive treatments) so they can maintain access to the Gold Card. As the
National Mental Health Commission said:

A person eligible for the Gold Card on the basis of total and permanent incapacity, due to a
mental health condition for instance, can lose eligibility if their condition improves or other
circumstances change. The possibility of losing eligibility can therefore discourage people from
seeking early intervention for mental health concerns and — in some cases — lead to higher use
of expensive or unnecessary treatments.

There is strong support for the Gold Card from the veteran community — this is of no
surprise — as it is, as the National Mental Health Commission said ‘a substitute for private
health insurance’ (box 4). Gold Card holders are high users of healthcare services. In
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2017-18, DVA funded 220 health services per Gold Card holder (by comparison, Medicare
funded about 17 services per person and 44 services for each person aged 85 years and over).

The VEA is compensation, not wellness, focused (it is based on lifetime pensions and health
care — this does not align with contemporary workers’ compensation schemes). As DV A said:

It is notable that the older VEA, under which nearly 16 000 primary claims were made in
2017-18, has a focus on illness and lifetime compensation payments, which is not conducive to
a ‘wellness’ model.

There are also a number of outdated payments (dating back to the 1920s) under the VEA
that no longer have a clear rationale.

Inefficient processes that can place unnecessary stress on veterans

DVA’s processes for administering claims are unnecessarily complicated and processing
times can be lengthy. The time taken to process claims is typically many months, and some
claims can take over a year to process (box 6). This can place unnecessary stress on
claimants. One participant said that DVA’s claims process (and the processing delays)
caused as much damage as the initial injury. The Australian National Audit Office, the
Commonwealth Ombudsman and many ex-service organisations also highlighted problems
with the administration of the system and the way DVA interacts with clients.

Other concerns expressed about the way DVA administers claims include:

« itis difficult for claimants to find information on supports

« claims assessors do not communicate well with veterans and their families
« the focus is on processes rather than veterans

« high error rates.

Some of the factors contributing to these concerns are a lack of adherence by DVA staff to
their own internal guidelines (particularly about how to communicate with clients), lack of
training and guidance for assessment staff (including on how to effectively deal with
trauma-affected clients), high staff turnover and (until recently) outdated information and
communication technology systems.

While DVA approves most claims submitted by veterans and their families (box 6), many
concerns were raised about DVA’s adversarial approach to claims. However, the
Commission’s dealings with DVA staff during this inquiry indicated that most seek to
operate in the interests of veterans.

DVA’s transformation program, launched in 2016 and known as Veteran Centric Reform
(VCR), is demonstrating early signs of success. The VCR program aims to improve the
administration of the veteran support system by modernising DVA’s outdated information
and communication technology systems and making service delivery consistent with
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whole-of-government service delivery principles. Longer term, the objective of the VCR
program is to create an agency focused on policy, stakeholder relationships and
commissioning services.

Some early, positive developments from the VCR program include:

o ‘straight-through’ processing, which permits the use of Defence data to immediately
satisfy the service-related requirements of claims

« the digitisation of records

« quicker and easier initial liability assessments via the rollout of the online claims system
‘MyService’.

MyService is showing early positive results (box 5). For example, the average time taken to
process a MyService initial liability claim is 33 days, this compares to an average across all
MRCA initial liability claims of 84 days. Informal analysis by DVA showed assessment
error rates well within the Department’s internal targets.

When fully rolled out across the claims process, MyService, together with Defence’s Early
Engagement Model (which is designed to facilitate the automatic flow of service and medical
information about ADF members to DVA throughout their careers), has the potential to
automate much of the claims process.

However, MyService is a complement to effective client management and not a substitute
for human-to-human engagement with veterans and their families. Some clients need a
higher level of support from DVA staff to help them manage the claims process.

Box 5 MyService: some early signs of success

MyService is providing veterans with a simple and convenient way to lodge an initial liability
compensation claim online. It also allows claims for non-liability mental health treatment, needs
assessments and access to an electronic version of health cards. By June 2019 over
75 000 users had lodged nearly 50 000 claims through MyService, and feedback from users is
positive.
MyService and culture change are ongoing improvements that have been particularly effective. (Alliance
of Defence Service Organisations)
The ease of operation for veterans both current and former, to access the data base and lodge a claim
is on any view, the most important groundbreaking achievement by DVA in the veterans’ claims and
support continuum to date. The ease of using an online claim form that is applied across all three Acts
administered by DVA is simply astounding. This [is] important, because in enabling veterans to be able
to complete an online claim form in the safety, security and comfort of their own home, is a hugely
pleasing aspect of this process. (Royal Australian Armoured Corps Corporation)

By using a rules-based approach, MyService asks the right questions to arrive at a lawful
determination. In this way it effectively acts as a guide for both claimants and assessors and is a
highly effective way of dealing with the complexity of the Acts.
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Also inefficiencies in the review process

Internal review processes fail to efficiently identify decision-making errors, with the majority
of cases that reach the Veterans’ Review Board (VRB) leading to changes to DVA’s decision
— the VRB appears to be acting as a ‘backstop’ relied on by DVA to correct decisions rather
than being more thorough and accurate in its initial decision-making processes.

There are also unjustified differences in the review process between the various Acts and too
many decision-making bodies and review pathways. The review process should be
consistent across all Acts, simplified and set up to support DVA to make accurate decisions
in the first instance.

Incentives for strong performance and good outcomes are missing

Best practice workers’ compensation systems place a strong emphasis on scheme
sustainability, which in turn means that they focus on reducing clients’ reliance on supports
(and the cost of compensation) through early intervention and building clients’ skills and
capabilities for independence. Under current arrangements, little (if any) attention is given
to the performance and long-term sustainability of the veteran support system. This is in part
because DVA is funded on a demand-driven, pay-as-you-go basis, without a real budget
constraint, which creates little accountability or incentives to operate the system efficiently
and effectively.

For decades DVA has taken a passive welfare approach to providing support, with little focus
on lifetime costs or outcomes. The consequence is that too little attention is placed on early
intervention, rehabilitation and transition support.

DVA, with responsibility for both designing and implementing policy, has given most of its
attention to the demands of the day-to-day administration of the veteran support system
leaving long-term strategic thinking underdeveloped. The result is veterans’ affairs policy
that tends to be reactive, rather than a proactive, coherent approach with careful design and
planning to avoid issues before they arise.

Responsibility for the wellbeing of veterans is also split between Defence and DVA. The
wellbeing of veterans is mostly the responsibility of Defence while they are in full-time service.
When they leave full-time service, veteran wellbeing and the financial costs of long-term,
post-service care are mostly the responsibility of DVA (though only if veterans put their hand
up for assistance, such as by filing a claim or applying for non-liability support). But most of
the complex problems facing veterans originate from when they were serving. This gives
Defence a preeminent capacity to reduce problems before (or just after) they arise.

However, the current demarcation of institutional roles between DV A and Defence sees many
of the long-term costs of missed opportunities handed onto DVA. This happens because
Defence can effectively settle its long-term work health and safety obligations by discharging
its members. This is not an option for any other Australian employer because they pay a
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financial premium (or self-insure to the same effect) that reflects the long-term costs of their
employees’ work-related injuries. In effect, what the current system does is it under prices the
high long-term costs of supporting veterans compared to the lower short-run costs.

The institutional split between Defence and DVA means goodwill is working against the
grain of the current system, and it leads to policy and implementation gaps, duplicated
services, communication problems and inefficient administration. As Defence said itself, the
system creates ‘confusion, gaps, overlaps and less accessible services, reducing the
effectiveness of the system’.

In practice, a split system serves no one well, including Defence, because the feedback loops
that could inform change that enhances capability and cost effectiveness are severed. At the
same time, accountability, particularly in the context of financial cost, is not sheeted home
to those who are most able to do something to fix the problems.

The transition process provides a concrete example of the problems posed by split
responsibilities and the absence of feedback loops and accountability. As one participant said:

The problem with transition is no one takes responsibility. Defence think it’s DVA’s
responsibility, DVA think it’s Defence’s responsibility and, ... no one is actually doing anything.

Our son’s medical transition in January 2018, following 20 years of service was a disgrace and
highlighted the empty promises made by Defence about new and improved transitioning ...
Changes and improvements need to start at the Defence workplace. Not after they’ve been kicked
to the curb or disappeared down a crack in the floor. Those who are charged to deploy them
should also be responsible for ensuring they are supported and encouraged in a positive working
space when they return injured and ill. (Paula Dabovich)

And while Defence has a strong incentive to provide rehabilitation services to ADF members
who have a high probability of redeployment or return to duty, it has a weaker incentive to
rehabilitate members who are likely to be transitioning out. In the context of rehabilitation,
a participant said ‘once a member becomes injured or ill for a prolonged period they are on
a one-way conveyor belt into the community requiring DV A assistance and support’.

It is important to point out that the current governance arrangements and the incentives they
create (or do not create) are the problem, not those who work in the system.

Outcome measures are also missing

Assessing the effectiveness of supports provided to veterans is difficult. This is because there
is almost no data to objectively assess the effectiveness of the supports funded or provided
by Defence or DVA (box 6). The consequence is that outcome measures are missing from
the picture. There is very little to demonstrate to Australian taxpayers that what they spend
on the veteran support system produces good outcomes for veterans.

Little is known, for example, about which rehabilitation and transition services provided by
Defence and DVA work well, and where extra supports should be targeted. It is a similar
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case in the area of health services for veterans. Beyond measures of services delivered and
people attending training, there is also no assessment of the degree to which mental health
services reduce mental illness or promote resilience.

More broadly, the focus of the veterans’ health care system is on providing free and
favourable access to health care for DVA clients, rather than achieving good health outcomes
for veterans.

Box 6 A few insights into how the system is performing

Client satisfaction: In 2018, more than 3000 Department of Veterans’ Affairs (DVA) clients were
surveyed about their interactions with DVA over the previous 12 months. The overall satisfaction
rating was 81 per cent, however clients over 65 years were more satisfied (89 per cent) than
those under the age of 45 years (58 per cent). Other results included:

e 78 per cent agreed that DVA is honest and ethical in its interactions
e 66 per cent agreed that it is client focused and thinks about clients’ individual circumstances.

Claims assessment and management: The latest DVA data shows that the time taken to
process claims is typically many months (for example, in 2017-18 the median time taken to
process permanent impairment claims under the Military Rehabilitation and Compensation Act
2004 (MRCA) was 78 days), while critical error rates in claims processing and compensation
determinations range from 4 to 10 per cent.

Most claimants are able to successfully establish liability. Since the MRCA began, the probability of
having at least one successful claim within an application exceeds 90 per cent. The overall
acceptance rate in 2017-18 for individual conditions is around 56-79 per cent, depending on the Act.

Around 3-4 per cent of primary determinations are appealed, and about 50 per cent of those lead
to a determination being varied or set aside. This compares to a set-aside rate of around
20 per cent in comparable civilian workplace health and safety systems.

Rehabilitation services: DVA poorly measures direct outcomes of rehabilitation. Indirect
measures, such as return-to-work rates, are much lower than those of comparable workers’
compensation schemes.

Transition support services are not highly rated — 81 per cent of those who responded to a
survey conducted for RSL Queensland said that they did not find ADF transition programs useful.

5 A better way to support veterans and their families

While the VCR program is showing some early signs of success, even when fully
implemented, it will not address the fundamental problems of the lack of focus on the
lifetime wellbeing of veterans, the poor oversight of client supports, and the disjointed
structure of the veteran support system. Fundamental reform is required.
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New governance arrangements for a lifetime wellbeing focus

Many participants to this inquiry argued that the problems with the current system could be
resolved if DVA and Defence were given more time and money to implement the current
suite of reforms, particularly the VCR program. But the current reforms do not address the
system’s fundamental governance problems or the perverse incentives in the system, and are
insufficient to underpin a contemporary support scheme.

Well-designed workers’ compensation schemes safeguard both the short- and long-term
wellbeing of employees. The implication is that Defence as the ‘employer’ would not just
attempt to manage the costs associated with short-term injury, but would play a more
prominent role in trying to reduce long-term liabilities.

The ideal suite of complementary governance reforms would define roles and align
incentives better, including:

« moving the administration of the veteran support system out of DVA into a newly created
statutory agency — the Veteran Services Commission (VSC)

« levying an annual premium to fully fund the future veteran support system

« moving veteran support policy into the Department of Defence and creating a new
Veteran Policy Group

« maintaining a single Minister for Defence Personnel and Veterans

« moving responsibility for commemorations and the Office of Australian War Graves to
the Australian War Memorial

« establishing a new advisory council to the Minister for Defence Personnel and Veterans.

If implemented as a package, these reforms would create a unified veteran support system
with aligned accountability and incentive structures. Responsibility for veterans’ affairs
would be centralised into a single portfolio department and VSC’s sole focus would be on
administering the veteran support system. This would create clear lines of responsibility and
improve strategic direction by balancing Defence’s national security objectives with its duty
of care to members.

Notwithstanding the benefits of this package of reforms, there was strong opposition to
moving policy responsibility for the veteran support system into the Department of Defence.

A key concern was that expanding the remit of an already very large department would mean
that veterans’ interests would not get the attention they would in a dedicated department. But
it is not obvious why this would be the case in practice.

Others argued that Defence should not have to (or would be unable to) focus on veteran
issues because its key role is warfighting, not looking after veterans. This argument ignores
the fact that it is possible to set the goal of a workers’ compensation scheme to reduce (not
minimise) long-term liabilities subject to the constraint of being able to meet operational
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requirements. In any case, there is already strong awareness by Defence that its personnel
are its warfighting capability, so it needs to reduce injuries and illnesses to maximise the
availability of deployable and motivated personnel. The missing ingredient is an incentive
to account for long-term costs.

Resistance to the proposed change from veterans seems to stem from a lack of confidence in
Defence to exercise such a policy role. RSL Tasmania, for example, said:

Any notion considering the possibility of passing the responsibility of veteran welfare,
rehabilitation and/or compensation to the Department of Defence should be strongly resisted.
Defence do not appear to have a good record of responsibility of care for members with regard
to rehabilitation, either during service, or once the member has transitioned from the military.

However, other changes recommended by the Commission, in particular levying a premium
and creating the Joint Transition Authority (discussed below), are likely to change Defence’s
capacity and willingness to take on the policy role in the future.

Nevertheless, the Commission acknowledges that without veterans having confidence in
Defence’s capacity to take on policy responsibility, and given the strong opposition, this
proposal is not realistic or feasible at this stage.

This means responsibility for veteran policy would remain within a retained DVA (figure 7),
which also means the issues of cross jurisdictional policy development must be addressed.

There will need to be significant enhancement to the policy and strategic planning
capabilities of DVA, with buy-in from Defence to address the most significant problems
identified in this inquiry. Defence and the VSC will also need to work closely with DVA to
develop an integrated ‘whole of life’ veteran policy. This policy and planning process should
formally involve external expertise and the close oversight of the Minister for Defence
Personnel and Veterans. This should be underpinned by a premium in order for Defence to
accept responsibility for the lifetime impacts of military service on personnel.

The Commission is strongly of the view that a departmental structure is ill-suited to running
a contemporary compensation and support scheme. Australian governments have recognised
this by progressively moving away from departmental administration of such schemes. As
discussed in detail below, shifting to an independent statutory agency — with dedicated
expertise in managing service delivery and claims and a corporate governance structure
equivalent to other compensation schemes — will be pivotal to much better outcomes. The
Repatriation Commission, the Military Rehabilitation and Compensation Commission
would cease to exist upon the establishment of the VSC.

Following the establishment of the VSC, DVA’s functions would continue to include:
strategic policy and planning in the veteran support system, legislative responsibility for the
three main Acts, engagement, coordination and support for ex-service organisations, training
and professional development of advocates, major commemorative activities and events, and
coordination of research and evaluations (figure 7).
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Figure 7 Proposed new governance arrangements
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More about the VSC

The VSC’s structure should mirror the best features of existing scheme administrators, while
still recognising the unique features of military service. It should have a corporate model of
governance with an independent board, be operationally independent from government, and
have a focus on managing the lifetime costs of supporting veterans (based on insurance
principles).

A lifetime approach encourages early interventions and investments that minimise harm
from service, improve veterans’ independence and their ability to work and participate in the
community, and takes account of the circumstances of individuals.

Reporting to the Minister for Defence Personnel and Veterans, the VSC would:

« have an independent Board of Commissioners (part time) who will operate as a normal
board of directors

« have a Chief Executive Officer appointed by the Board

« administer, and have autonomous responsibility for, the veteran support system.

The VSC’s functions would be to:

o achieve the objectives of the veteran support system, including making claim
determinations under all Acts
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« calculate, collect and administer a premium on Defence (for ADF members) under a
fully-funded system

« manage, advise and report publicly on the outcomes of the system, including its financial
sustainability (based on insurance principles and supported by actuarial analysis)

« fund, commission or provide services to eligible veterans, including health, mental health
and community services

« encourage social integration, including through ex-service organisations

« collect, analyse and exchange data about veterans and veteran supports (including early
intervention)

« contribute to priorities for research into veteran issues.

The VSC should work with the ADF to help optimise operational approaches. For example,
over time the VSC would be able to identify long-term health outcomes experienced by
veterans and establish links to particular Defence activities. With this information, Defence
could better understand the long-term impacts, including health effects and financial cost, of
activities on service personnel. This information could then be used by the ADF to help
modify training regimes to reduce long-term injuries and increase the in-service longevity
of its personnel, at least cost.

Ultimately, this would improve Defence’s treatment of its personnel, which in turn would
improve Defence’s warfighting capability. As one participant said, ‘members and their
families are capability — without them, the best design, best technology and best equipment
means nothing’.

A premium to improve incentives and fund the veteran support system

Defence already faces a range of incentives to prevent short-term injuries and illnesses. It
has an incentive to: maximise its operational capability, look after members of the service
family, protect its reputation as an employer of choice, and meet its obligations under work
health and safety legislation. These incentives have resulted in a genuine commitment within
Defence to improve work health and safety and have delivered a significant reduction in
serious injuries and illness over the past seven years.

However, changing who pays for veterans’ compensation and rehabilitation — by levying
an actual insurance premium on Defence for uniformed ADF personnel — would provide
incentives for Defence to improve the long-term wellbeing of its personnel (including
through transition and rehabilitation for discharging members), as well as reinforce existing
incentives to prevent short-term injury and illness. A premium is, in effect, a price signal
about the real costs (lifetime costs not short-term costs) of Defence activities. The incentive
is in part financial, but also informational, as the publicly available figure crystallises the
extent to which the employer is acting responsibly.
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A premium levied on Defence is also a funding source for the veteran support system: a
premium is by definition equivalent to all the future costs of the compensation, rehabilitation,
treatment and other relevant services for veterans and their families that are expected to be
generated as a result of Defence activities during the year the premium is levied. The
premium would be paid to the VSC and pooled and invested using standard approaches of
workers’ compensation schemes.

A dedicated, but constrained, funding source will provide a strong incentive for the VSC to
control system costs and get value for money for veteran services, to ensure that the system
is financially sustainable. This includes more efficient claims administration — to minimise
time delays and the negative impacts of unsupportive claims handling on veterans and their
families — and a greater focus on proactive, early treatment and rehabilitation for veterans.

A premium will be an additional cost to Defence’s budget and a reasonable level of
transitional funding from the Government to cover this cost would be justified. Any
additional Defence funding to cover subsequent increases in the premium (or to cover capital
shortfalls if funding turns out to be inadequate) should then be considered by the Government
on a case-by-case basis, as part of the normal Budget process, to avoid undermining the
premium’s financial incentives.

This also applies to changes in the premium that are due to the cost of operational
deployments (for instance, to war zones).

Improving veterans’ transition experience

About 6000 members of the ADF transition to civilian life each year (box 7). Many are
relatively young — they are typically in their mid-20s, and have served for about 8 years.

Leaving the military entails unique challenges and these can be easily underestimated. This
is why veterans are supported reintegrating into civilian life by a system of transition support
that is rarely required for movements from employer to employer for other Australians.
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Box 7 Who is leaving the ADF?

Of the 21 000 people who left the permanent Australian Defence Force (ADF) over the period
2012-2016:

e about 62 per cent had served in the Army
e 21 per cent in the Navy
e 17 per cent in the Air Force.

Just over two thirds of those leaving full time service were serving in the ‘Other Ranks’ (Private
Proficient to Lance Corporal) at the time of discharge, and less than 15 per cent were officers.

Of those ADF members who transitioned in 2015, 45 per cent had served four years or less. The
median length of service of permanent ADF members is currently 8.7 years, and the mean is less
than 8 years.

About one quarter of those leaving the ADF continue to serve in the active Reserves.

Transition challenges result from the change in responsibilities of defence personnel and
their disconnect from a supportive social network (the Defence ‘family’). Defence provides
a job, dwelling, health care and social networks, whereas in transition, a veteran has to
assume responsibility for managing all of these. Despite these challenges, most veterans
make a smooth and successful transition to civilian life, but not all do. As one veteran told
the Commission, ‘on discharge I was lost, you need to belong’.

To equip more veterans and their families for the challenges of military-to-civilian transition,
effective preparation and transition support are essential. Good transition support is
particularly important for young service leavers as they potentially have decades of working
life ahead of them (and the rate of suicide for ex-serving male veterans under 30 years is
twice that for Australian men of the same age, box 8). There is also a sound economic case
for good transition support, as smooth transitions contribute to the wellbeing of veterans and
their families, potentially increase labour force participation, and reduce reliance on other
forms of government support.

As discussed above, while both Defence and DVA provide support to help smooth the
transition process, neither has clear responsibility for all aspects of veterans transition and
the rhetoric around the importance of transition is not matched by effective action. One
veteran said ‘they paid a million dollars to train me, and 20 cents to discharge me’.

To improve military-to-civilian transition, two main changes are needed (figure 8). First,
responsibility for assisting members in their transition to civilian life should be centralised
in a new body within Defence — the Joint Transition Authority (JTA). The JTA would
consolidate transition support currently provided by Defence and DVA, and be staffed by
ADF and DVA personnel. Its functions would include:

« engaging every veteran early in their careers, to help prepare them for their inevitable
departure from the military and plan for their service and post-service careers
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« providing individualised support, advice and referrals to veterans and their families as
they approach transition, and continued support after discharge (up to 12 months as
needed or until the end of an agreed rehabilitation plan)

« ensuring that veterans have continuity of rehabilitation and other support services

« reporting publicly on transition outcomes.

Longer-term transitional or reintegration supports will be through the VSC.

Figure 8 Transition to civilian life: outcomes for veterans

During career

Every veteran understands that: ) G H
« they are responsible for their transition to civilian life .

+ transition is a challenge for which everyone needs preparation and ? n “

support
» early planning for transition is essential

Approaching transition Veteran
Every veteran who is considering or approaching transition: outcomes are
* can easily access support services that look at the whole person measured
and their needs, and are tailored to meet those needs and reported,
* receives holistic services, provided by competentand responsive and this
staff (a transition adviser) information is
* has realistic post-service career or activity plans used to
* understands that putting those plans into action is not sufficient for improve the
a good fransition effectiveness
* knows how to access health care and other services they may later of transition
need. preparation
Veterans’ families are prepared for the ways in which transition will and support
affect them. services

At transition
Every veteran is formally farewelled with recognition for their service.

From the day of transition

* Veterans can continue to access support (transition adviser,
ongoing rehabilitation plan) for 12 months or until the end of an > () n
agreed rehabilitation plan

* During trial period, veterans who choose to do full-time study or ‘v “ “

training receive veteran education allowance.

Second, an improved package of transition support is needed. The package should include
the enhanced services provided by the JTA, as well as support for veterans to gain skills and
qualifications once they leave the ADF, by trialling an education allowance to provide a
source of income for veterans undertaking full-time education or vocational training.
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Defence has also recently introduced a range of new programs and services to better support
veterans and families during transition, and these have many promising features. However,
it is unclear how Defence plans to keep track of what services work well (or not), and why
and where extra supports should be targeted. The way Defence (and DVA) provide and
procure rehabilitation and health services should also be brought more in line with the
approach used by workers’ compensation schemes, including more proactive engagement
with providers and better oversight of outcomes.

Better health outcomes for veterans

The White Card, which funds treatment for service-connected conditions, is generally
well-targeted and a good vehicle for funding veterans’ health care (about 75 000 DVA clients
have a White Card). However, the Gold Card has become more about compensation than
health care. And it does not sit well with the key underlying principles for a future scheme.

The Gold Card should be more tightly targeted towards highly-impaired veterans (those who
are most likely to benefit from comprehensive health care). Eligibility for the Gold Card
should also not be extended to any new categories of veterans or dependants that are not
currently eligible for such a card. This will not affect any current Gold Card holder or person
who is entitled to a Gold Card under current legislation.

The VSC would take a different approach to health care for veterans than the current system.
It would provide more proactive individualised health care case management and, like other
administrators of workers’ compensation schemes, it would be more actively engaged with
health care providers and provide better oversight of outcomes (this will be driven by its
focus on lifetime costs and a clear objective of improving the lives of veterans).

DVA has some good health initiatives, including the Coordinated Veterans’ Care program,
which funds coordinated care for Gold Card holders at risk of hospitalisation. The program
could, however, be improved by better targeting and measuring of outcomes.

DVA'’s relatively low fees for some (but not all) health services, may mean that some
veterans with service-related conditions have less accessible and lower quality services than
people covered by civilian workers’ compensation schemes. An independent review of
DVA'’s fee-setting arrangements is required.

Improving mental health care access and services

There has been a heightened focus on veterans’ mental health and suicide in recent years and
a range of new policies, programs and research (box 8).
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Box 8 Veterans’ mental health

Those who serve in the Australian Defence Force are recruited and trained to be physically and
mentally resilient, and to display strength and perseverance. While veterans are serving, there
are a range of protective factors that are likely to reduce the risk of mental ill-health. A strong
sense of purpose, camaraderie and easy access to health care provide some protection against
the risk of mental ill-health. Many other aspects of defence life work the other way — veterans
can be exposed to trauma, they spend time away from family and can relocate frequently. And
once veterans leave the Australian Defence Force, they no longer benefit from the protective
factors that supported them while serving and are at greater risk of poor mental health. Transition
to civilian life can also be a risk factor in itself.

There is some evidence that mental health disorders are more prevalent for veterans than in the
wider population. The latest data also show that the age-adjusted rate of suicide for male
ex-serving personnel is significantly higher than the general population. (There is an absence of
data on mental health and suicide among female veterans).
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.

The suicide rate for all Male ex-service Between 2001 and 2016,
male ex-service personnel personnel under more veterans died by
is 18 per cent higher 30 years old are twice suicide thanin overseas
than the rate for as likely to die by operational service — 59 died

e e suicide compared to in operational service and

men of the same age 373 died by suicide

Veterans can access mental health and support services provided to the general population,
and additional services through DVA.

« Open Arms is run by DVA, and provides counselling, case coordination and an
after-hours telephone counselling service for veterans and their families. Participants had
varying views on the Open Arms service, and there is no published outcomes data, so
effectiveness of its services is not clear. DVA should develop outcomes measures for
Open Arms.

« The recent decision to expand non-liability coverage to include mental health care was
about improving access to mental health services for veterans and was described by one
participant as ‘lifesaving’. However, DVA cannot demonstrate that the number of
veterans accessing treatment has increased, and there is no monitoring of the quality of
treatment veterans are receiving.

There are also a number of recent promising initiatives — including a Veteran Suicide
Prevention Pilot, an early intervention measure for people in the Coordinated Veterans’ Care
program and a suicide prevention trial (Operation Compass) in Townsville. It is important
that robust evaluations of these trials are undertaken to build the evidence base about what
works (or does not work).
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Veterans and their families are not always aware of the mental health services available.
DVA should be more proactive in promoting mental health services for veterans.

To build and improve on recent policy changes and trials, a new Veteran Mental Health
Strategy is urgently needed. The Strategy should be developed by Defence and DV A, cover
each of the life stages of military personnel, and focus on building the evidence base on the
causes of, and effectiveness of treatments for, mental ill-health. The National Mental Health
Commission should provide oversight of the strategy and report annually on progress
towards the goals of the Strategy.

Support for families of veterans

The impacts of military service extend to the families of veterans. While frequent
relocations, the veteran’s irregular hours and extended periods away from home can all take
a toll, a particularly acute concern is for families that care for a veteran with an injury or
disease related to service. The support of families can be important for veterans undertaking
rehabilitation and when they are transitioning back into civilian life. And families of
deceased veterans can have added pressures and needs.

Families of veterans have access to a number of support services provided by DVA (in
addition to supports provided by Defence and those available more generally). These
include:

« Open Arms for families of veterans who have a non-liability White Card
« respite care for carers providing ongoing care to veterans who have a White or Gold Card

« the Family Support Package for families of eligible veterans, which includes childcare
support and brief intervention counselling. Counselling (provided in addition to Open
Arms) can be accessed from any appropriately qualified professional and includes drug
and alcohol counselling, resilience training, parenting skills and personal relationship
counselling.

Supports for families are also provided by veterans’ organisations, including counselling
services, claims advocacy and wellbeing support.

The Family Support Package should be extended to:

« families of veterans without warlike service and families of veterans receiving the
veteran payment

« give parents and eligible young children of veterans who have suffered a service death
or a suicide related to their service, and families of veterans not under a rehabilitation
plan, access to counselling services

« cover all counselling services for partners, widows and widowers, eligible young children
and parents. For these family members, session limits and the requirement for an identified
need should be removed and replaced with an appropriate cap on total payment.
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The VSC would have close engagement with families (including providing them with
support) as this can be important for supporting veterans on a more individualised basis.
Further research is needed to better understand the mental health impacts of military service
on families and how they can be best supported.

Data and evidence could be improved in every part of the system

As with any workers’ compensation scheme, data and evidence are critical to achieving good
outcomes for veterans, uncovering better interventions, and managing emerging risks and
long-term scheme costs. The VSC would place greater reliance on data and analysis and
practices of continuous improvement as it would be required to compare actuarial forecasts
of costs and veteran outcomes with the actual experiences of veterans. However, DVA
should start work on developing performance and outcomes frameworks immediately.

The evidence base on veterans and their families would also be strengthened by:
« linking and analysing data held by DV A and reporting on outcomes

« conducting more high-quality reviews and evaluations. DVA has several projects aimed
at improving veteran wellbeing, but there is little evidence on the effectiveness of some
of these services

« taking a more strategic approach to research. Defence and DVA should set research
priorities on issues affecting the health and wellbeing of veterans. The priorities should
be published in a research plan and the plan published annually. The research plan and
its implementation should be overseen by an Expert Committee on Veteran Research.

The role of veterans’ organisations

Veterans’ organisations play an important role in the veteran support system. They include
ex-service organisations as well as organisations that assist current ADF personnel and the
families of veterans. Each year, thousands of people volunteer to help veterans and their
families in all aspects of their post-service lives.

Veterans’ organisations undertake a wide range of activities, including:

« claims advocacy — assisting veterans and their families to prepare and lodge claims to
DVA, as well as putting the veteran’s case to DVA, the VRB and the Administrative
Appeals Tribunal (AAT)

« wellbeing supports — assisting veterans and their families with transition, rehabilitation
and social engagement

« policy input and influence — informing government about the practical experience of
accessing the veteran support system and recognising veterans’ interests in government

policy.
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Claims advocacy has traditionally been the focus of veterans’ organisations, but the needs
and expectations of younger veterans require a stronger focus on wellbeing supports. DVA
(and in future, the VSC) should take on a greater role assisting people to put in claims. With
many existing volunteer advocates nearing retirement, DV A could start contracting veterans’
and other organisations to provide claims advocacy where there is identified unmet need.
Claimants who want the services of an advocate should be able to access one.

DVA gives grants to assist veterans’ organisations to provide wellbeing supports. DVA
should better leverage this support network by developing a strategy for commissioning
wellbeing supports provided by veterans’ or other organisations. In particular, there is an
opportunity for DVA to design and fund services through veterans’ hubs.

Veterans’ organisations — acting as representatives of veterans and their families — are
highly influential in policymaking, but have no unified position. Despite being well placed
to see the shortcomings in the system and to provide feedback about how the system is
functioning, engaging meaningfully with thousands of veterans’ organisations with no peak
body is difficult for government. If a single peak body is formed within the Australian
veteran community, and represents the broad interests of veterans, then the Australian
Government should consider funding it. Such a body could engage more transparently and
effectively with DVA and the Minister and replace the existing consultation framework.

A simpler system for veterans and their families
The current system can be simplified in a number of ways.

The front end of the system should be made simpler for clients (a complex system does not
need to be complex for veterans and their families). Veterans and their families should be
able to understand the system, including the claims process, why claims are accepted or
rejected, and the package of supports they may be entitled to.

Simplifying the system is a key component of the VCR program and initiatives such as
MyService should continue to be built on. DVA has advised that the VCR program will be
fully rolled out by mid-2021.

There are also a number of areas where there is scope to rationalise supports and harmonise
the three Acts. Two areas where the three Acts should be harmonised are:

« the initial liability process — adopting the use of Statements of Principles (SoPs) in the
DRCA would simplify the initial liability process and make it more consistent across all
three Acts. Moving to the ‘reasonable hypothesis’ as a single standard of proof for all
types of service under the MRCA would also simplify the system going forward

o the review process — there should be a single review pathway for all veterans’
compensation and rehabilitation decisions (the VEA and MRCA review pathway would
apply for the DRCA, box 9) comprising reconsideration, review and resolution by the
VRB, formal merits review by the AAT and judicial reviews. The role of the VRB should
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be modified to provide enhanced dispute resolution processes, and over time, should
transition to exclusively helping veterans and their families to resolve their cases
collaboratively with the VSC. The VRB should also provide more useful feedback on the
types of cases where the original decision is most likely to be changed on review.

Box 9 The review process could be simpler and more efficient

There are unjustified differences in the review process between the three Acts. There should be
a single pathway for all veterans’ compensation and rehabilitation decisions. The single pathway
should include:

e internal reconsideration, where a different Department of Veterans’ Affairs officer makes a new
decision based on all the information available, including additional information that was not
available at the initial stage of decision

e review and resolution by the Veterans’ Review Board (VRB). The VRB’s role should be
modified to only use alternative dispute resolution processes to allow claimants to resolve their
cases with the Department of Veterans’ Affairs. The VRB should retain its decision-making
powers for some time, but the establishment of an independent Veteran Services Commission
could allow it to take a role of solely aiming to resolve cases (rather than remaking the
decision). This will allow claims to be resolved in a more timely manner. Any matters that
cannot be resolved could go to the Administrative Appeals Tribunal.

o formal merits review by the AAT

e on matters of law, judicial review.

Some payments should be removed, simplified or rolled into the underlying payment. These
include:

« the MRCA Special Rate Disability Pension (a payment that has rarely been used)

« education payments for dependants over 16 years (which simply mirror youth allowance
payments, but without an income test)

o energy and veterans’ supplements (which can be removed or rolled into the underlying
payments).

More substantial reforms are warranted in other areas of compensation.

« Compensation under the MRCA varies depending on whether the impairment was
suffered as a result of warlike or non-warlike, or peacetime service. As ‘an injury is an
injury’ irrespective of the type of service, injuries, illness or deaths due to service should
be treated in the same way. Moving to a single rate of compensation would increase
equity between veterans and reduce complexity. A transition path is needed to ensure
that veterans who have already lodged claims are not disadvantaged.

« The compensation system includes income replacement administered through DVA, and
invalidity and death insurance provided through the Commonwealth Superannuation
Corporation. These payments are offset against each other in most cases, but clients’
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needs are assessed by two organisations. There is scope to simplify the administrative
arrangements for these schemes.

o Under the MRCA and VEA, dependants can receive benefits (including pensions,
lump-sum payments and the Gold Card) if a veteran dies and:

— their death was related to service, or

— the veteran had a certain level of service-related impairment prior to their death,
irrespective of the cause of death (that is, the veteran could die in a car crash, or of
old age, and their dependants may receive benefits).

There is little rationale for the second of these eligibility criteria. Under the MRCA,
future eligibility for dependant benefits should be restricted to dependants of veterans
who died as a result of service. The effect of this change is likely to be minimal in the
near term, as most MRCA dependant benefits are currently due to service-related deaths.
However, it will have an effect in the long run, as the MRCA population ages.

o The funeral allowance available under the VEA should be aligned with the MRCA
funeral allowance for veterans whose dependants would receive a funeral allowance
under the MRCA.

Two compensation and rehabilitation schemes

Moving to one Act covering all veterans is the ultimate objective of simplification (many
participants called for a single Act). The MRCA should be the predominant piece of
veterans’ compensation and rehabilitation legislation. This is because the VEA has
significant shortcomings with its focus on providing set rate pensions for life which is
inconsistent with the goals of rehabilitation and person-centred wellness. Nor are the
pensions necessarily reflective of the loss faced by individual veterans.

However, moving to one Act is not possible at this stage. There are many veterans on the
VEA (either with current benefits or likely future claims). And many of them are older,
which means that the rehabilitation and return to work focus of the more contemporary Act
is less relevant.

In this context, a two-scheme approach (figure 9) is warranted. Scheme 1 covers veterans
under a modified VEA. While there will be some modifications to the existing VEA, it will
continue until natural attrition removes the need for the scheme. It is largely an older cohort
of veterans with operational service who have injuries before 2004 — although any veteran
who does not have a current VEA liability claim by 1 July 2025 will no longer be eligible to
make claims under this scheme.
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Figure 9
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Scheme 2 is for all other veterans underpinned by a modified MRCA (incorporating the
DRCA). Over time this will become the dominant scheme.

Eligibility should be based on the following principles:

« Veterans should only be eligible to make claims under one scheme — that is, all future
claims for each individual veteran would be processed under either scheme 1 or scheme 2

« Veterans should not have their current benefits affected, however some veterans in
scheme 1 should be given a one-off opportunity to switch their current and future benefits
to scheme 2 (figure 10).

Applying these principles will reduce the need for compensation offsetting, reduce
complexity and speed up the transition towards scheme 2.

Veterans with impairments for which DVA has accepted liability under the VEA would remain
on scheme 1 with all their future claims processed under this scheme (regardless of their
current eligibility for other Acts). However, younger veterans are likely to benefit from the
rehabilitation and income replacement focus of scheme 2. Veterans 55 years of age or younger
as at 1 July 2025 would be given the option of switching their current benefits and future
entitlements to scheme 2, and would receive financial advice before making this decision.
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Figure 10 Eligibility under the two schemes
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Other veterans — including those currently covered by the MRCA or DRCA, and those
without a current or successful VEA claim as at 1 July 2025 — would be covered by
scheme 2 for all future claims.

The design of the schemes is complicated by the fact that some veterans have current claims
under multiple Acts. Eligibility for this group should be based on both their age and the
current benefits they are receiving.

When a veteran that already has an accepted liability claim dies, the dependants would
receive compensation based on the scheme that applied to the veteran. If the veteran did not
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have an existing or accepted liability claim as at 1 July 2025, dependants would receive
compensation through scheme 2.

A pathway for reform

Some of the proposed changes to the veteran support system, including improving both data
and evidence and service delivery and support, could begin immediately. The new advisory
council could also be put in place relatively quickly. Establishing the Joint Transition
Authority should be a priority — it should be in place by mid-2020 (figure 11).

Figure 11 Reform timeline
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Review role of the VRB

The two schemes implemented

However, some of the more foundational changes (including creating the independent VSC
and levying a premium on Defence) will be more disruptive. Work to establish the VSC
should commence as soon as possible, taking into account the rollout of the VCR reforms
that are due to be completed by mid-2021. Based on an indicative timetable, the VSC should
begin operating on or before 1 July 2022.

The legislative reform process should be phased over time, with the process culminating in
the adoption of the two-scheme approach. The starting point for reform should be
simplifying and streamlining the Acts themselves. At the same time, some simple
harmonisation between the DRCA and the MRCA could be achieved, such as aligning the
incapacity payments between the Acts, and using SoPs in the DRCA. These reforms would
set the framework for the eventual merging of the Acts.
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By mid-2025 the two-scheme approach should be implemented. This would involve merging
the DRCA into the MRCA, and having in place mechanisms to allow veterans to be assigned
to schemes or exercise options for switching (where permitted). This schedule will allow
time for the governance reforms to be implemented, as well as allow veterans time to adjust
to the new approach and consider their options.

What are the benefits from the proposed reforms?

While the Commission has not quantified the benefits of its reforms, they are likely to be
significant and cross multiple domains, and include:

 Detter lives or wellbeing gains, improved work health and safety and injury prevention
(fewer veterans and their families having to deal with injury, illness or death)

« improved and more continuous rehabilitation and transition supports (veterans and their
families will be better prepared for the challenges of transition)

« asimpler, fairer and more accessible system of compensation
« more consistent assessment of claims easing pressures for claimants
« aquicker and simpler review process

o a better evidence base to inform the design and delivery of services, programs and
policies which should lead to improved outcomes for clients.

There will also be efficiency gains from the proposed changes (including those that place a
greater focus on accountability and lifetime costs of support and reduce duplication). A
greater focus on wellness and lifetime costs should also translate into increased economic
and social participation of veterans and reduced use of income support.

While we have not provided an estimate of aggregate costs for the reforms, there are cost
estimates (including in some cases cost ranges) for some reforms throughout the report. The
focus of this report was not on saving dollars, rather it was about finding ways to achieve
better outcomes for veterans. And in fact, if fully implemented, our proposed future veteran
support system would cost more in the short term, but with a focus on wellness and
independence, less in the longer term.
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Recommendations and findings

Objectives and principles

Understanding the objectives of the veterans’ compensation and rehabilitation system is
important for assessing how well the current system is performing and what an improved
system would look like. A robust set of objectives and principles are needed to underpin a
contemporary system to meet the needs of tomorrow’s veterans.

RECOMMENDATION 4.1 OBJECTIVES AND PRINCIPLES FOR THE VETERAN SUPPORT SYSTEM

The overarching objective of the veteran support system should be to improve the
wellbeing of veterans and their families (including by minimising the physical,
psychological and social harm from service) taking a whole-of-life approach. This should
be achieved by:

preventing or minimising injury and illness

restoring injured and ill veterans by providing timely and effective rehabilitation and
health care so they can participate in work and life

providing effective transition support as members leave the Australian Defence Force
enabling opportunities for social integration

providing adequate and appropriate compensation for veterans (or if the veteran
dies, their family) for pain and suffering, and lost income from service-related injury
and illness.

The principles that should underpin a future system are:

wellness focused (ability not disability)
equity

veteran centric (including recognising the unique needs of veterans and their families
resulting from military service)

needs based
evidence based

administrative efficiency (easy to navigate and achieves timely and consistent
assessments and decision making)

financial sustainability and affordability.

The objectives and underlying principles of the veteran support system should be set
out in the relevant legislation.

RECOMMENDATIONS AND FINDINGS
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FINDING 4.1

The Commission acknowledges that there are different risks, hardships and
requirements of operational and peacetime service, and these are recognised in
remuneration, allowances and honours. However, in principle, the basis for providing
support should be need, not how or when an injury or illness was acquired. For
compensation and support, the distinction between different types of military service
should be removed where it is both practicable and cost-effective to do so.

Prevention

The Australian Defence Force (ADF) is committed to providing a safe and healthy working
environment for its members and it has achieved significant reductions in serious injuries
and illnesses since 2011-12. Nonetheless, more can be done to give the ADF better tools to
help it achieve its commitment to improved work health and safety.

FINDING 5.1

There are no compelling grounds to change the current arrangements under which
Australian Defence Force members are subject to Commonwealth work health and
safety legislation. In fact, the introduction of the Work Health and Safety Act 2011 (which
took effect on 1 January 2012) has been instrumental in helping to significantly improve
work health and safety outcomes in the Australian Defence Force.

FINDING 5.2

Since Defence introduced Sentinel (a work health and safety incident reporting system)
in 2014, it has expanded its coverage, improved the ease of use of the system for
serving personnel and put in place processes to ensure that reported incidents are acted
on.

However, despite these efforts, underreporting of work health and safety incidents in
Sentinel (other than for serious, defined events that must be notified to Comcare)
continues to be an issue.
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RECOMMENDATION 5.1 IMPROVE REPORTING OF WORK HEALTH AND SAFETY INCIDENTS

Defence should assess the feasibility and cost of incorporating the information on the
Sentinel database with information from the Defence eHealth System. In the longer
term, when Defence commissions the next generation of the Defence eHealth System,
it should include the capture of work health and safety data as a system requirement.

The Department of Defence and Department of Veterans’ Affairs should assess the
feasibility and cost of incorporating information from the Sentinel database with
information from the Department of Veterans’ Affairs’ datasets, which would provide
insights into the cost of particular injuries and illnesses.

RECOMMENDATION 5.2 SUPPORTING A NEW APPROACH TO INJURY PREVENTION

Defence should use the injury prevention programs being trialled at Lavarack and
Holsworthy Barracks as pilots to test the merit of a new approach to injury prevention to
apply across the Australian Defence Force (ADF).

Defence should adequately fund and support these programs, and ensure that there is
a comprehensive and robust cost—benefit assessment of their outcomes.

If the cost—benefit assessments are substantially positive, injury prevention programs
based on the new approach should be rolled out across the ADF by Defence.

RECOMMENDATION 5.3 PUBLISH ANNUAL NOTIONAL PREMIUM ESTIMATES

Beginning in 2019, the Australian Government should publish the full annual actuarial
report that estimates notional workers’ compensation premiums for Australian Defence
Force members (currently produced by the Australian Government Actuary).

RECOMMENDATION 5.4 FORMALISE DEFENCE RESPONSIBILITY TO SUPPORT ADF MEMBERS

In line with the proposed Australian Defence Veterans’ Covenant, the Australian
Government should amend Defence’s outcomes to include an additional objective,
explicitly acknowledging that — due to the unique nature of military service — Defence
has a responsibility to respect and support members of the Australian Defence Force
having regard to their lifetime wellbeing.
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Rehabilitation

Significant reform is required to the way Defence and the Department of Veterans’ Affairs
(DVA) procures, organises and monitors rehabilitation services. Changes are also required
to rehabilitation arrangements in the transition period to ensure continuity of care.

FINDING 6.1

Defence has a strong incentive to provide rehabilitation services to Australian Defence
Force (ADF) members who have a high probability of redeployment or return to duty,
but a weaker incentive to rehabilitate members who are likely to be transitioning out of
the ADF. This is because ex-serving members become the responsibility of the
Department of Veterans’ Affairs (DVA) and Defence does not pay a premium to cover
liabilities. Access to rehabilitation supports can also be disrupted during the transition
period.

DVA pays limited attention to the long-term sustainability of the veteran support system
(in part because the system is demand driven) and this reduces its focus on the lifetime
costs of support, early intervention and effective rehabilitation.

RECOMMENDATION 6.1 PUBLIC REPORTING ON ADF REHABILITATION

The Australian Defence Force Joint Health Command should report more extensively
on outcomes from the Australian Defence Force Rehabilitation Program in its Annual
Review publication.

RECOMMENDATION 6.2 EVALUATION AND REPORTING OF DVA REHABILITATION

The Department of Veterans’ Affairs should make greater use of its rehabilitation data
and of its reporting and evaluation framework for rehabilitation services. It should:

« evaluate the efficacy of its rehabilitation and medical services in improving client
outcomes

e« compare its rehabilitation service outcomes with other workers’ compensation
schemes (adjusting for variables such as degree of impairment, age, gender and
difference in time between point of injury and commencement of rehabilitation) and
other international military schemes.
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RECOMMENDATION 6.3 COMMISSIONING AND INTEGRATION OF REHABILITATION SERVICES

Defence and the Department of Veterans’ Affairs should engage more with rehabilitation
providers, including requiring them to provide evidence-based approaches to
rehabilitation, and to monitor and report on treatment costs and client outcomes.

Changes are also required to the arrangements for providing and coordinating
rehabilitation immediately prior to, and immediately post, discharge from the Australian
Defence Force (ADF). Rehabilitation services for transitioning personnel across this
interval should be coordinated by the Joint Transition Authority (recommendation 7.1).
Consideration should also be given to providing rehabilitation on a non-liability basis
across the interval from ADF service to determination of claims post-service.

Transition to civilian life after military service

While most veterans make a relatively smooth and successful transition to civilian life, some
find transition a difficult and stressful time. Neither Defence nor DVA has clear
responsibility for all aspects of veterans’ transition and services. To improve
military-to-civilian transition, and to clarify roles and responsibilities, the Commission is
recommending creating a new authority responsible for transition preparation and support.

FINDING 7.1

The Departments of Defence and Veterans’' Affairs offer a range of programs and
services to support veterans with their transition to civilian life. While many discharging
members require only modest assistance, some require extensive support — especially
those who are younger, served in lower ranks, are being involuntarily discharged for
medical or other reasons, and those who have skills that are not easily transferable to
the civilian labour market. Despite considerable change in recent years, stewardship of
transition remains poor and supports have not improved in ways that are tangible to
veterans.
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RECOMMENDATION 7.1 ESTABLISH A JOINT TRANSITION AUTHORITY

The Australian Government should recognise that Defence has primary responsibility
for the wellbeing of discharging Australian Defence Force members, and that this
responsibility may extend beyond the date of discharge. It should formalise this
recognition by creating a ‘Joint Transition Authority’ within Defence.

Functions of the Joint Transition Authority should include:

e preparing serving members and their families for the transition from military to
civilian life

e providing individual support and advice to veterans as they approach transition

« ensuring that transitioning veterans receive services that meet their individual needs,
including information about, and access to, Department of Veterans’ Affairs’
processes and services, and maintaining continuity of rehabilitation supports

e remaining an accessible source of support for 12 months after discharge
« reporting publicly on transition outcomes to drive further improvement.

RECOMMENDATION 7.2 CAREER PLANNING AND FAMILY ENGAGEMENT FOR TRANSITION

Defence, through the Joint Transition Authority (recommendation 7.1), should:

e ensure that Australian Defence Force members prepare a career plan that covers both
their service and post-service career, and update that plan at least every two years

e prepare members for other aspects of civilian life, including the social and
psychological aspects of transition

« reach out to veterans’ families, so that they can engage more actively in the process
of transition.

RECOMMENDATION 7.3 TRIAL A VETERAN EDUCATION ALLOWANCE

The Department of Veterans’ Affairs should support veterans to participate in education
and vocational training once they leave the Australian Defence Force. It should trial a
veteran education allowance to provide a source of income for veterans who, after
completing their initial minimum period of service or having been medically discharged,
wish to undertake full-time education or vocational training.
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Initial liability assessment

Having liability accepted for an injury, illness or death is the first step in most claims for
compensation, treatment and rehabilitation in the veteran support system. The way initial
liability is assessed varies by Act and by type of service. These variations are no longer

justified and should be reduced or eliminated where feasible.

RECOMMENDATION 8.1 HARMONISE THE INITIAL LIABILITY PROCESS

The Australian Government should harmonise the initial liability process across the three
veteran support Acts. The amendments should include:

« making the heads of liability and the broader liability provisions identical under the
Veterans’ Entitlements Act 1986 (VEA), the Safety, Rehabilitation and
Compensation (Defence-related Claims) Act 1988 (DRCA) and the Military
Rehabilitation and Compensation Act 2004 (MRCA)

o applying the Statements of Principles to all DRCA claims and making them binding,
as under the MRCA and VEA.

FINDING 8.1

Allowing accrued rights for repealed versions of the Statements of Principles (SoPs)
under the Veterans’ Entitlements Act 1986 is contrary to the purpose of the SoP system,
which is to reflect the latest sound medical-scientific evidence.

RECOMMENDATION 8.2 IMPROVE THE RMA’S RESOURCING AND TRANSPARENCY

The Australian Government should provide additional resources to the Repatriation
Medical Authority (RMA) so that the time taken to conduct reviews and investigations
can be reduced to closer to six months.

Following any investigation, the RMA should routinely publish a full bibliography of the
peer-reviewed literature or other sound medical-scientific evidence used to create or
update the relevant Statement of Principles. Stakeholders interested in how different
pieces of evidence were assessed and weighed can continue to request the RMA’s
briefing papers under s.1961 of the Veterans’ Entitlements Act 1986.

RECOMMENDATION 8.3 ABOLISH THE SPECIALIST MEDICAL REVIEW COUNCIL

The Australian Government should abolish the Specialist Medical Review Council. The
process for reviewing Repatriation Medical Authority decisions on Statements of
Principles should instead be expanded to incorporate independent external medical
specialists, where necessary.

RECOMMENDATIONS AND FINDINGS
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RECOMMENDATION 8.4 MOVE MRCA TO A SINGLE STANDARD OF PROOF

The Australian Government should remove the distinction between types of service
when determining causality between a veteran’s condition and their service under the
Military Rehabilitation and Compensation Act 2004 (MRCA). This should include:

« amending the MRCA to adopt the reasonable hypothesis Statement of Principles for
all initial liability claims

e requesting that the Australian Law Reform Commission conduct a review into
simplifying the legislation and moving to a single decision-making process for all
MRCA claims, preferably based on the reasonable hypothesis process.

Claims management and processing

There are significant and ongoing problems with the way DV A administers claims. DVA is
attempting to fix these problems under its Veteran Centric Reform (VCR) program, which
began in 2016. VCR has had some successes, most notably the introduction of an online

cl

aims system, but issues including slow and poor-quality claims assessments remain. Close

monitoring of the effective rollout of the VCR, both in terms of timeliness and outcomes is
required.

RECOMMENDATION 9.1 PUBLIC PROGRESS REPORTS ON RECENT REVIEWS

The Department of Veterans’ Affairs should report publicly by December 2019 on its
progress implementing recommendations from recent reviews (including the 2018
reports by the Australian National Audit Office and the Commonwealth Ombudsman).

FINDING 9.1

MyService, in combination with a completed Early Engagement Model, has the potential
to radically simplify the way Australian Defence Force members, veterans and their
families interact with the Department of Veterans’ Affairs (DVA), particularly by
automating many aspects of the claims process.

But achieving such an outcome will be a complex, multi-year process. To maximise the
probability of success, Defence, DVA and Services Australia will need to:

« continue to work closely in a collegiate and coordinated fashion
e retain experienced personnel
o allocate sufficient funding commensurate with the potential long-term benefits.
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FINDING 9.2

The Department of Veterans’ Affairs is failing to ensure that its staff consistently apply
its own internal guidelines for communicating with clients. This leads to poor outcomes
for clients and undermines confidence in the Department.

RECOMMENDATION 9.2 APPROPRIATELY TRAIN STAFF

The Department of Veterans’ Affairs should ensure that staff who are required to interact
with veterans and their families undertake specific training to deal with vulnerable people
and in particular those experiencing the impacts of trauma.

FINDING 9.3

The Department of Veterans’ Affairs needs to negotiate a sustainable and predictable
departmental funding model with the Department of Finance based on expected claims
and existing clients.

This should incorporate the likely efficiency savings from the Veteran Centric Reform
program via initiatives such as MyService.

FINDING 9.4

The Productivity Commission does not, at this stage, support automatically deeming
initial liability claims at the end of a fixed period. Progress on the Veteran Centric Reform
program in the Department of Veterans’ Affairs should continue to significantly improve
the efficiency of claims processing and management. Should these reforms fail to deliver
further significant improvements in the timely handling of claims, then the need for
statutory time limits should be reconsidered.

RECOMMENDATION 9.3 ENSURE QUALITY OF CLAIMS PROCESSING

If the Department of Veterans’ Affairs’ quality assurance process identifies excessive
error rates (for example, greater than the Department’s internal targets), all claims in the
batch from which the sample was obtained should be recalled for reassessment.

RECOMMENDATIONS AND FINDINGS
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FINDING 9.5

External medical assessors provide useful diagnostic information about veterans’
conditions and are a necessary part of the claims process for the veteran support
system. However, they should only be called upon when strictly necessary and staff
should be provided with clear guidance to that effect.

FINDING 9.6

Under the Department of Veterans’' Affairs’ stewardship, the Veteran Centric Reform
(VCR) program has some good objectives and has produced some early successes.
However close supervision and guidance will be required to ensure VCR is rolled out
successfully. Regular progress reporting and ongoing assurance reviews will facilitate
this outcome.

Reviews of claims

Most decisions made by DVA to provide (or not provide) compensation or support to
veterans can be challenged through administrative review processes. However, there are a
number of issues with the existing processes which warrant reform and a common approach
is required for all claims.

FINDING 10.1

Current review processes are ensuring that many veterans receive the compensation or
support that they are entitled to under the law, albeit sometimes with significant delays.
The majority of cases that are reviewed externally result in a change to the original
decision made by the Department of Veterans’ Affairs.

FINDING 10.2

The Veterans’ Review Board and Administrative Appeals Tribunal are not providing
sufficient feedback from their review processes to the Department of Veterans’ Affairs
(DVA) to better inform decision-making practices. Further, DVA is not incorporating the
limited available feedback into its decision-making processes. This means that
opportunities for process improvement are being missed.
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RECOMMENDATION 10.1 IMPROVE AND USE FEEDBACK FROM ADMINISTRATIVE REVIEWS

The Department of Veterans’ Affairs (DVA) should ensure that successful reviews of
veteran support decisions are brought to the attention of senior management for claims
assessors, and that accurate decision making is a focus for senior management in
reviewing the performance of staff.

Where the Veterans’ Review Board (VRB) identifies an error in the original decision of
DVA, it should state the cause for varying or setting aside the decision on review
(including whether new information was provided by the applicant or if DVA'’s original
decision misapplied the law).

DVA and the VRB should establish a memorandum of understanding to report
aggregated statistical and thematic information on claims where DVA’s decisions are
varied through hearings or alternative dispute resolution processes. This reporting
should cover VRB decisions, as well as variations made with the consent of the parties
through an alternative dispute resolution process. This information should be collected
and provided to DVA on a quarterly basis and published in the VRB’s annual report.

DVA should respond by making appropriate changes to its decision-making processes
to improve accuracy.

FINDING 10.3

While many veterans are managing to negotiate the current pathways for reviews of
decisions made under the various veteran support Acts, there are unjustified differences
and complexities in the rights of review available to claimants under each Act.

FINDING 10.4

The Veterans’ Review Board has functions that overlap with those of the Administrative
Appeals Tribunal. The Department of Veterans’ Affairs is relying on the Board’s external
merits review as a standard part of the process for addressing many claims, rather than
using it occasionally to resolve difficult cases.
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RECOMMENDATION 10.2 SINGLE REVIEW PATHWAY

The Australian Government should introduce a single review pathway for all veterans’
compensation and rehabilitation decisions (including decisions under the Safety,
Rehabilitation and Compensation (Defence-related Claims) Act 1988). The pathway
should include:

e internal reconsideration by the Department of Veterans’ Affairs. In this process, a
different and more senior officer should clarify the reasons why a claim was not
accepted (partially or fully); request any further information the applicant could
provide to fix deficiencies in the claim, then make a new decision with all of the
available information

e review and resolution by the Veterans’ Review Board, in a modified role providing
alternative dispute resolution services only (recommendation 10.3)

e merits review by the Administrative Appeals Tribunal
« judicial review in the Federal Court of Australia and High Court of Australia.

RECOMMENDATION 10.3 VETERANS’ REVIEW BOARD AS A REVIEW AND RESOLUTION BODY

The Australian Government should amend the role and procedures of the Veterans’
Review Board (VRB), so that:

e it would serve as a review and resolution body to resolve claims for veterans

« all current VRB alternative dispute resolution processes would be available (including
party conferencing, case appraisal, neutral evaluation and information-gathering
processes) together with other mediation and conciliation processes.

Where an agreement cannot be reached, a single board member should determine the
correct and preferable decision to be made under the legislation and implement that
decision.

When the Veteran Centric Reform program is complete and the Veteran Services
Commission is established, this determinative power should be removed.

Cases that would require a full board hearing under the current process, or where parties
fail to agree on an appropriate alternative dispute resolution process or its outcomes,
could be referred to the Administrative Appeals Tribunal.

Parties to the VRB resolution processes should be required to act in good faith.
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RECOMMENDATION 10.4 REVIEW OF ONGOING ROLE OF VETERANS’ REVIEW BOARD

The Australian Government should conduct a further evaluation in 2025 of the
performance of the Veterans’ Review Board in its new role. In particular, the evaluation
should consider whether reforms have reduced the rate at which initial decisions in the
veteran support system are subsequently varied on appeal. If the evaluation finds that
the Board is no longer playing a substantial role in the claims process, the Australian
Government should abolish the Board and bring its alternative dispute resolution
functions into the Department of Veterans’ Affairs or its successor agency.

Governance and funding

Under the current governance arrangements, no single agency has responsibility for the
lifetime wellbeing of veterans. Strategic policy in the veteran support system appears to be
largely reactive, with changes often making the system more complex and expensive. Also,
the veteran support system, which has large contingent liabilities, is funded on a short-term
basis, and long-term costs are not taken into account when policy decisions are made. New
governance and funding arrangements are required for the veteran support system for future
generations of veterans and their families.
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RECOMMENDATION 11.1 ESTABLISH A VETERAN SERVICES COMMISSION

The Australian Government should establish a new independent statutory authority — the
Veteran Services Commission (VSC) — to administer the veteran support system by July
2022. It should report to the Minister for Defence Personnel and Veterans, but be a
stand-alone agency for veteran services (that is, separate from any department of state).

The functions of the VSC should be to:

« achieve the objectives of the veteran support system (recommendation 4.1) through
the efficient and effective administration of all aspects of that system

o make all claims determinations under the veteran support legislation
« calculate, collect and administer a premium on Defence (recommendation 11.2)

e« Mmanage, advise and report on outcomes and the financial sustainability of the
system, in particular, the compensation and rehabilitation schemes

« enable opportunities for social integration

« fund, commission or provide services to veterans and their families.

An independent board should oversee the VSC. The board should be made up of
part-time Commissioners appointed by the Minister. Board members should have a mix
of skills in relevant fields (such as other compensation schemes, project management or
providing services to veterans), and some members should have experience in the military
and veterans’ affairs. The board should have the power to appoint the Chief Executive
Officer (who should be responsible for the day-to-day administration of the VSC).

The Australian Government should amend the Veterans’ Entitlements Act 1986 and the
Military Rehabilitation and Compensation Act 2004 to abolish the Repatriation
Commission and Military Rehabilitation and Compensation Commission upon the
commencement of the VSC.
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RECOMMENDATION 11.2 LEVY A PREMIUM ON DEFENCE

The Australian Government should move towards a fully-funded system for veteran
supports. This would involve the Veteran Services Commission levying an annual
premium on Defence to fund the expected future costs of the veteran support system
entitlements that were generated during the year. The premium should cover the costs
of all compensation, rehabilitation and treatment benefits available to veterans or their
families, as well as covering the cost associated with operational deployments.

The Australian Government should provide a level of funding to Defence to cover the
reasonable costs of the premium. Any funding above the initial level should be
considered on a case-by-case basis by the Government, in line with existing Budget
rules, to avoid undermining the premium’s financial incentives.

As the Military Rehabilitation and Compensation Act 2004 (MRCA) will form the basis of
the future veteran support system, the Government should also fully capitalise all
existing MRCA liabilities (that is, back to 1 July 2004). Existing liabilities under the
Veterans’ Entitlements Act 1986 and the Safety, Rehabilitation and Compensation
(Defence-related Claims) Act 1988 should be calculated and regularly reported as
separate notional line items, acknowledging their implied call on future Budgets.

FINDING 11.1

Moving responsibility for veteran support policies and strategic planning into the
Department of Defence is, in the Commission’s view, the best option for improving the
lives of veterans and their families, as it aligns incentives and accountability structures
and gives Defence an ‘enlistment-to-the-grave’ responsibility for the wellbeing of
Australian Defence Force personnel. Nevertheless, given the strong opposition and lack
of trust and confidence by veterans in Defence’s capacity to take on such a policy role,
the Commission acknowledges that this proposal is not realistic or feasible at this stage.

RECOMMENDATIONS AND FINDINGS 59



RECOMMENDATION 11.3 IMPROVING POLICY OUTCOMES

Ministerial responsibility for veterans’ affairs should be permanently vested in a single
Minister for Defence Personnel and Veterans.

In the absence of veterans policy being placed in the Department of Defence
(finding 11.1), the Department of Veterans’ Affairs (DVA) should focus on building its
capacity for independent strategic policy advice in the veteran support system. DVA
should commence this process immediately.

Following the establishment of the Veteran Services Commission (recommendation 11.1),
the functions of a retained DVA could include:

e strategic policy and planning for the veteran support system

« legislative responsibility for the three main Acts

e engagement, coordination and support for ex-service organisations

« training and professional development of advocates

e major commemorative activities and events (in line with recommendation 11.5)
« coordination of research and evaluations

e some secretariat functions for small portfolio agencies.

In addition, DVA should work with Defence and the Veteran Services Commission to
create a robust process for the development of integrated ‘whole of life’ policy, under
the direction and close oversight of the Minister for Defence Personnel and Veterans.
Defence, DVA and ultimately the VSC should establish inter-departmental steering
committees and policy taskforces to further strengthen cross-agency cooperation and
coordination, and use experts from appropriate disciplines to provide multidisciplinary
advice.

RECOMMENDATION 11.4 CREATE A MINISTERIAL ADVISORY COUNCIL

The Australian Government should establish an advisory council to the Minister for
Defence Personnel and Veterans, to provide advice on the lifetime wellbeing of veterans
and the best-practice design, administration and stewardship of services provided to
current and ex-serving members and their families.

The advisory council should consist of part-time members with diverse capabilities,
including individuals with experience in military or veterans’ affairs, health care,
rehabilitation, aged care, social services and other compensation schemes.
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RECOMMENDATION 11.5 MOVE WAR GRAVE FUNCTIONS INTO THE WAR MEMORIAL

To consolidate the agencies maintaining Australia’s memorials to its veterans, the
Australian Government should transfer primary responsibility for the Office of Australian
War Graves to the Australian War Memorial.

Responsibility for major commemoration activities and ceremonies should remain with
the Department of Veterans’ Affairs.

Advocacy, wellbeing supports and policy input

Veterans’ organisations play an important role in the veteran support system. However, there
is scope for the Australian Government to better leverage this support to make it more
effective and relevant to the veteran community. To achieve this there needs to be much
greater clarity around why government funds advocacy and wellbeing supports provided

through veterans’ organisations.

RECOMMENDATION 12.1 REFRAME SUPPORT FOR VETERANS’ ORGANISATIONS

The Department of Veterans’ Affairs should reframe its support for organisations that
provide services for veterans by clearly differentiating between:

o claims advocacy — the delivery of advocacy on behalf of claimants by accredited
advocates

o Wwellbeing supports — the commissioning of a broad set of welfare supports or
services delivered by and on behalf of the veterans’ community (replacing the notion
of welfare advocacy)

e policy input and influence — the provision of support to assist veterans’ organisations
to engage meaningfully in policy considerations.

« grant funding — for the general support of innovative programs and significantly
worthwhile community initiatives for the veterans community.

RECOMMENDATION 12.2 DVA SHOULD PROVIDE ASSISTANCE WITH PRIMARY CLAIMS

One of the core functions of the Department of Veterans’ Affairs, and when established,
the Veteran Services Commission, should be to assist veterans and their families to
lodge primary claims.

Claims advocacy assistance from veterans’ organisations should remain available to
any veteran who seeks it.
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RECOMMENDATION 12.3 FUND A CLAIMS ADVOCACY PROGRAM

The Department of Veterans’ Affairs (DVA) should fund professional claims advocacy
services in areas where it identifies unmet need. Services should be delivered through
ex-service and other organisations in a contestable manner similar to the National
Disability Insurance Scheme Appeals Program and the National Disability Advocacy
Program. DVA should also take a more active role in the stewardship of these services.

RECOMMENDATION 12.4 ACCREDITATION OF ADVOCATES

The Department of Veterans’ Affairs (DVA) should ensure that all claims advocates who
act on behalf of a claimant in primary claims or appeals are accredited under the
Advocacy Training and Development Program (ATDP).

DVA should monitor and adjust the delivery of the ATDP in response to stakeholder
feedback, including by providing more flexible training programs.

RECOMMENDATION 12.5 FUND LEGAL ASSISTANCE AT THE AAT

The Department of Veterans’ Affairs (DVA) should fund legal advice and representation
for claimants in the veteran support system on a means-tested and merits-tested basis.

The Attorney-General’'s Department should alter the Administrative Appeals Tribunal
(AAT) Costs Procedures such that, if a veteran succeeds on appeal in the AAT for cases
under the Military Rehabilitation and Compensation Act 2004 and the Safety,
Rehabilitation and Compensation (Defence-related Claims) Act 1988, a presumption is
created that 100 per cent of the veteran’s party-party costs (measured using the Federal
Court Scale of Costs) are paid by DVA. Scope should remain to:

« reduce this costs order to account for unsuccessful grounds of appeal

e increase this costs order to one of indemnity if DVA has unreasonably rejected earlier
offers to compromise or otherwise unduly delayed proceedings.

In line with the beneficial intent of the veteran support legislation, and in line with the
current legislation, there should be no power for the AAT to award costs against a plaintiff.

The Veterans’ Entitlements Act 1986 should be amended to permit costs awards for
cases that reach the AAT.
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RECOMMENDATION 12.6 PROGRAM FOR FUNDING WELLBEING SUPPORTS

The Department of Veterans’ Affairs should develop a funding framework for
commissioning of wellbeing supports through veterans’ and other organisations. In
particular, this should include guidelines for funding services and supports delivered by
volunteers and paid staff in veterans’ hubs. The funding could cover information and
training programs for volunteers and paid staff.

RECOMMENDATION 12.7 FUNDING POLICY ADVICE FROM VETERANS’ ORGANISATIONS

In addition to the ministerial advisory council proposed in recommendation 11.4 the
Australian Government should consider:

« a funding contribution for a national peak body of veterans’ organisations, which
could provide advice on veterans’ policy issues

o the establishment of appropriate reference groups to advise on mental health,
rehabilitation, transition, supports for families and lifelong wellbeing issues, including
in relation to the varying needs of veterans of different ages and circumstances

e reviewing the role or necessity for the Ex-Service Organisation Round Table in light
of alternative, more targeted, approaches.

The compensation package

The compensation package is complex — with offsetting provisions applying between the
three main compensation Acts, and a system of superannuation invalidity and life insurance
operating alongside the compensation system. Reform is needed to simplify the system and

improve equality between veterans.

RECOMMENDATION 13.1 HARMONISE THE DRCA WITH THE MRCA

The Australian Government should harmonise the compensation available through the
Safety, Rehabilitation and Compensation (Defence-related Claims) Act 1988 (DRCA)
with that available through the Military Rehabilitation and Compensation Act 2004. This
should include harmonising the processes for assessing permanent impairment,
incapacity and benefits for dependants, as well as the range of allowances and
supplements.

Existing recipients of DRCA permanent impairment compensation and benefits for
dependants should not have their permanent impairment entitlements recalculated.
Access to the Gold Card should not be extended to those eligible for benefits under the
DRCA.
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FINDING 13.1

The principle of not providing two sources of income replacement to the same veteran
is sound. There is no case for changing the current offsetting arrangements between
government-funded superannuation payments and incapacity payments.

RECOMMENDATION 13.2 SIMPLIFY THE ADMINISTRATION OF INVALIDITY PENSIONS

The Department of Veterans’ Affairs (DVA) should work closely with the Commonwealth
Superannuation Corporation (CSC) to streamline the administration of superannuation
invalidity pensions, including by:

e moving to a single ‘front door’ for invalidity pensions and veteran compensation

e moving to a single medical assessment process for invalidity pensions and veteran
compensation

« developing information technology systems to facilitate more automatic sharing of
information between DVA and CSC.

To give DVA the necessary legal authority to participate in a single ‘front door’, the
Australian Government should amend section 36 of the Governance of Australian
Government Superannuation Schemes Act 2011 to allow the CSC to delegate authority
to DVA (or the Veteran Services Commission (VSC)).

These reforms should be undertaken immediately and incorporated into the operational
design of the VSC.

If by 2025 the interface between the VSC and CSC has not improved significantly, the
VSC should be given the function of processing claims and administering payments for
superannuation invalidity pensions under the Defence Forces Retirement Benefits Act
1948, the Military Superannuation and Benefits Act 1991 and the Australian Defence
Force Cover Act 2015.

RECOMMENDATION 13.3 REPLACE INVALIDITY PENSIONS WITH INCAPACITY PAYMENTS

The Australian Government should close off access to invalidity pensions under the
Australian Defence Force Cover Act 2015 (ADF Cover Act) for new applicants (existing
pensioners would not be affected). Medically discharged veterans (who joined on or
after 2016) should have access to incapacity payments under the Military Rehabilitation
and Compensation Act 2004 if the condition leading to their medical discharge causes
them incapacity.

The death benefits for dependants under ADF Cover should remain the same but the
Australian Government should amend the eligibility for reversionary pensions so that
dependants of medically discharged veterans who were in receipt of incapacity
payments are now also eligible for a reversionary incapacity payment.

These reforms would not affect current recipients of invalidity pensions.
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RECOMMENDATION 13.4 REHABILITATION FOR INVALIDITY PAYMENT RECIPIENTS

The Australian Government should amend the provisions for invalidity pensions under
the Military Superannuation and Benefits Act 1991 to include a requirement for veterans
to, if deemed appropriate after an assessment of the veteran, attend rehabilitation to
obtain invalidity pensions. This would align with the approach taken to incapacity
payments under the Military Rehabilitation and Compensation Act 2004 (MRCA).
Invalidity pensions should be made available during the rehabilitation process.

This would not affect those who are already receiving invalidity pensions.

Optional rehabilitation should also be offered to those claiming for invalidity pensions
under the Defence Force Retirement and Death Benefits Act 1973.

The rehabilitation services should be administered by the Department of Veterans’
Affairs (and then the Veteran Services Commission) as part of the rehabilitation that is
offered to those under the Safety, Rehabilitation and Compensation (Defence-related
Claims) Act 1988 and the MRCA.

Compensation for an impairment

There are a number of changes that could be made to permanent impairment payments under
the Military Rehabilitation and Compensation Act 2004 that would simplify the payments,
improve access and equity.

The veteran permanent impairment and incapacity payments, and dependant benefits include
many provisions that are unique to the veteran compensation system — they do not have
parallels in other workers’ compensation schemes. And there is little rationale for a number
of these payments. They also add complexity, lead to inequities and can hinder the
rehabilitation focus of the veteran support system. Subject to final determination by the
Australian Government, most of these provisions do not lead to large increases in
compensation — removing or improving these provisions is unlikely to have a substantial
effect on the compensation received by veterans.
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RECOMMENDATION 14.1 A SINGLE RATE OF PERMANENT IMPAIRMENT COMPENSATION

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to remove the requirement that veterans with impairments relating to warlike
and non-warlike service receive different rates of permanent impairment compensation
from those with peacetime service.

The Department of Veterans’ Affairs should amend tables 23.1 and 23.2 of the Guide to
Determining Impairment and Compensation to specify one rate of compensation to
apply to veterans with warlike, non-warlike and peacetime service. This should be
achieved via a transition path, with the compensation factors merging to a single rate
over the course of about 10 years.

Prior to setting the single rate the Australian Government will need to balance the lifetime
fiscal implications of the change with the benefits needed by veterans, as well as the
transitional arrangements that will be necessary to implement a single rate.

FINDING 14.1

The requirements that a condition be permanent and stable before final permanent
impairment compensation is granted, under the Military Rehabilitation and
Compensation Act 2004, are needed to prevent veterans from being overcompensated
for impairments that are likely to improve.

RECOMMENDATION 14.2 INTERIM COMPENSATION TO BE TAKEN AS A PERIODIC PAYMENT

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to remove the option of taking interim permanent impairment compensation as
a lump-sum payment. The Act should be amended to allow interim compensation to be
adjusted if the impairment stabilises at a lower or higher level of impairment than what
is expected within the determination period.

The Department of Veterans’ Affairs should adjust its policy on assessing lifestyle
ratings for interim permanent impairment to more closely reflect the lifestyle rating a
veteran would expect to receive once the condition has stabilised.

RECOMMENDATION 14.3 INTERIM COMPENSATION TO BE FINALISED AFTER TWO YEARS

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to allow the Department of Veterans’ Affairs the discretion to offer veterans
final permanent impairment compensation if two years have passed since the date of
the permanent impairment claim, but the impairment is expected to lead to a permanent
effect, even if the impairment is considered unstable at that time. This should be subject
to the veteran undertaking all reasonable rehabilitation and treatment for the impairment.
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FINDING 14.2

There is little rationale for providing additional non-economic loss compensation to
veterans for having children. The current payment is unique to the veteran
compensation system, and leads to inequities and complexities.

RECOMMENDATION 14.4 ELIGIBLE YOUNG PERSON PERMANENT IMPAIRMENT PAYMENT

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to:

e remove the permanent impairment lump-sum payments made to the veteran for
dependent children and other eligible young persons

« increase the rate of permanent impairment compensation by about $37 per week for
veterans with more than 80 impairment points. This should taper to $0 by
70 impairment points.

RECOMMENDATION 14.5 IMPROVE LIFESTYLE RATINGS

The Department of Veterans’ Affairs should review its administration of lifestyle ratings
in the Military Rehabilitation and Compensation Act 2004 to assess whether the use of
lifestyle ratings could be improved to more closely reflect the effect of an impairment on
a veteran’s lifestyle, rather than being a ‘tick and flick’ exercise.

RECOMMENDATION 14.6 TARGET INCAPACITY PAYMENTS AT ECONOMIC LOSS

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to:

« remove the remuneration loading added to normal earnings for future claimants of
incapacity payments

e provide the superannuation guarantee to veterans on incapacity payments who:

— were members of the ADF Super or Military Superannuation and Benefits Scheme
when they were in the military

— are not receiving an invalidity pension through their superannuation
— have been on incapacity payments for at least 45 weeks
— are not receiving the remuneration loading.
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RECOMMENDATION 14.7 REMOVE THE MRCA SPECIAL RATE DISABILITY PENSION

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to remove the option of taking the special rate disability pension. Veterans who
have already elected to receive the special rate disability pension should continue to
receive the payment.

FINDING 14.3

Changes to eligibility for the service pension and other welfare payments mean that the
package of compensation received by veterans on the special rate of disability pension
is reasonable. Despite strong veterans’ representation on this issue, there is no
compelling case for increasing the rate of the pension.

RECOMMENDATION 14.8 REMOVE AUTOMATIC ELIGIBILITY FOR MRCA DEPENDANT BENEFITS

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 (MRCA) to remove automatic eligibility for benefits for those dependants
whose partner died while they had permanent impairments of more than 80 points or
who were eligible for the MRCA Special Rate Disability Pension.

RECOMMENDATION 14.9 COMBINE MRCA DEPENDANT BENEFITS INTO ONE PAYMENT

The Australian Government should amend the Military Rehabilitation and Compensation
Act 2004 to:

« remove the additional lump sum payable to wholly dependent partners of veterans
who died as a result of their service

e increase the wholly dependent parther compensation by the equivalent value of the
lump-sum payment (currently about $115 per week) for partners of veterans where
the Department of Veterans’ Affairs has accepted liability for the veteran’s death.
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RECOMMENDATION 14.10 HARMONISE THE FUNERAL ALLOWANCE

The Australian Government should amend the Veterans’ Entitlements Act 1986 (VEA)
to align its funeral allowance with the Military Rehabilitation and Compensation Act 2004
funeral expenses benefit for veterans who:

e were receiving the special rate of disability pension

e Wwere receiving the extreme disablement adjustment pension
e Wwere receiving an allowance for being a multiple amputee

« were a former prisoner of war

« died of service-related causes.

Other groups eligible for the VEA funeral allowance should remain on the existing
benefit.

Streamlining and simplifying additional payments

Many of the payments available to veterans are outdated (some have not changed since the
1920s), do not meet their intended objectives and result in another layer of complexity in the
veteran compensation system. The additional payments are mostly small and the benefits do
not always outweigh the costs of the added complexity. The following recommendations are
about simplifying, streamlining or updating additional payments so they better meet their
objectives.

RECOMMENDATION 15.1 SIMPLIFY DFISA

The Australian Government should amend the Social Security Act 1991 and relevant
arrangements to exempt Department of Veterans’ Affairs adjusted disability pensions
from income tests for income-support payments that are currently covered by the
Defence Force Income Support Allowance (DFISA), DFISA Bonus and DFISA-like
payments. The Australian Government should remove the DFISA, DFISA Bonus and
DFISA-like payments from the Veterans’ Entitlements Act 1986.
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RECOMMENDATION 15.2 SIMPLIFY AND HARMONISE EDUCATION PAYMENTS

To align education payments across the veteran support system, the Australian
Government should:

« amend the Veterans’ Entitlements Act 1986, the Military Rehabilitation and
Compensation Act 2004 and the Social Security Act 1991 to extend the education
payments available for those under 16 years of age to those between 16 and 19
years of age and in secondary school — including allowing people to receive Family
Tax Benefit while receiving this payment

« amend the Veterans’ Entitlements Act 1986 and the Military Rehabilitation and
Compensation Act 2004 to remove education payments for those older than 19 years
of age (or older than 16 and not in secondary school). Those who pass a means test
will still be eligible for the same payment rates under the Youth Allowance

« amend the Safety, Rehabilitation and Compensation (Defence-related Claims) Act
1988 to adopt the Military Rehabilitation and Compensation Act Education and
Training Scheme.

RECOMMENDATION 15.3 CONSOLIDATE SUPPLEMENTS INTO UNDERLYING PAYMENTS

To help simplify the system, smaller payments should be consolidated where possible
or removed where there is no clear rationale for them.

The Australian Government should remove the DRCA Supplement, MRCA Supplement
and Veteran Supplement, and increase clients’ payments by an amount equivalent to
the removed supplement.

The Australian Government should remove the Energy Supplement attached to
Department of Veterans’ Affairs’ impairment compensation, but other payments should
remain consistent with broader Energy Supplement eligibility.

RECOMMENDATION 15.4 REMOVE AND PAY OUT SMALLER PAYMENTS

To streamline and simplify outdated payments made to only a few clients, they should
be paid out and removed. The Australian Government should amend the Veterans’
Entitlements Act 1986 to remove the recreation transport allowance, the clothing
allowance and the decoration allowance and pay out those currently receiving the
allowances with an age-adjusted lump sum.
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RECOMMENDATION 15.5 HARMONISE ATTENDANT AND HOUSEHOLD SERVICES

The Australian Government should amend the Veterans’ Entitlements Act 1986 (VEA) to
remove the attendant allowance and provide the same household and attendant services
that are available under the Military Rehabilitation and Compensation Act 2004 (MRCA).

Current recipients of the VEA allowance should be automatically put on the same rate
under the new attendant services program. Any further changes or claims would follow
the same needs-based assessment and review as under the MRCA.

RECOMMENDATION 15.6 HARMONISE VEHICLE ASSISTANCE

The Australian Government should amend the Veterans’ Entitlements Act 1986 Vehicle
Assistance Scheme and section 39(1)(d) (the relevant vehicle modification section) in
the Safety, Rehabilitation and Compensation (Defence-related Claims) Act 1988 so that
they reflect the Military Rehabilitation and Compensation Act 2004 Motor Vehicle
Compensation Scheme.

Health care

An efficient and effective veteran health system needs to target the right services to the right
people in terms of need (financially or in terms of health requirements). Some of the
eligibility criteria for the veteran health system need to be re-targeted so that those in most
need receive the most care. DVA also needs to improve its monitoring of client outcomes

and service providers’ effectiveness.

FINDING 16.1

The veteran health system, as currently administered by the Department of Veterans’
Affairs (DVA), is largely about funding health care — DVA has little visibility of health
outcomes for veterans.

« Funding the treatment of service-related conditions, as is done through the White
Card, is well-justified — it appropriately targets veterans with health needs and is
similar to workers’ compensation healthcare entitlements.

« The Gold Card, however, runs counter to a number of the key principles that should
underlie a future scheme. It is not needs based (because it is not targeted to
service-related health needs), wellness focused (there can be an incentive to remain
unwell), or financially sustainable (by potentially encouraging over-servicing).

« DVA has some good initiatives that are more focused on improving the wellness of
veterans, such as Coordinated Veterans Care — although the targeting of this
program could be improved (recommendation 16.1).
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FINDING 16.2

The Veteran Services Commission, in line with other workers’ compensation scheme
administrators, would take a lifetime, person-centred, evidence-based approach to
health care. It would also proactively manage health care providers and be focused on
health outcomes.

RECOMMENDATION 16.1 ELIGIBILITY FOR COORDINATED VETERANS’ CARE

The Department of Veterans’ Affairs should amend the payments for the Coordinated
Veterans’ Care program so that they reflect the risk rating of the patient — higher
payments for higher risk patients and lower payments for lower-risk patients. Doctors
should be able to request a review of a patient’s risk rating, based on clinical evidence.

RECOMMENDATION 16.2 PUBLIC REPORTING ON ACCESSIBILITY OF HEALTH SERVICES

The Department of Veterans' Affairs (DVA) should improve its public reporting on
accessibility of health services. It should report:

e accessibility complaints data in more detail, including the number of complaints (so
as to develop a time series to monitor the trend), and complaints by service and
location

« the use of contingency arrangements, including requests for, and approval of, prior
approval by providers to charge higher fees

« the number of providers who have indicated to DVA that they will no longer accept
cardholders as clients.

RECOMMENDATION 16.3 INDEPENDENT REVIEW OF FEE-SETTING ARRANGEMENTS

The Department of Veterans’ Affairs should commission an independent review into its
health fee-setting arrangements. This review should look at the merits of adopting
workers’ compensation-style fee arrangements, including the use of co-payments and
options for monitoring fees over the longer term. The review should also consider and
advise on future governance arrangements for the ongoing setting of fees.
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RECOMMENDATION 16.4 BETTER TARGETED ELIGIBILITY FOR THE GOLD CARD

The Australian Government should amend the Veterans’ Entitlements Act 1986 to
remove eligibility for the Gold Card for anyone other than veterans with severe
service-related impairments.

Unless they qualify through having severe service-related impairments, this would
remove eligibility from:

« all dependants
e Vveterans over 70 years old with qualifying service
« Vveterans on the service pension who meet the means test

e Vveterans on the service pension who are also receiving a disability pension above
the general rate, or who have between 30 and 60 MRCA impairment points.

The Australian Government should provide financial compensation to dependants who
lose eligibility for the Gold Card.

All current Gold Card holders should retain their eligibility.

RECOMMENDATION 16.5 NO FURTHER EXTENSIONS OF GOLD CARD ELIGIBILITY

Eligibility for the Gold Card should not be extended to any new categories of veterans,
dependants or other civilians who are not currently eligible for such a card. All current
Gold Card holders should retain their eligibility.

Mental health and suicide prevention

Timely access to effective mental health information and services can be critical to
improving the mental health and wellbeing of veterans and their families. There has been a
heightened focus on veterans’ mental health and suicide in recent years and a range of new
policies, programs and research, but little is known about outcomes.
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FINDING 17.1

The Departments of Defence and Veterans’ Affairs offer a range of programs and
services to support serving personnel, ex-serving personnel and their families with their
mental health. There have also been a number of reviews and inquiries into the mental
health of serving and ex-serving personnel.

Despite this, the suicide rate for veterans is higher than the general population. Suicide
has caused more deaths for contemporary Australian Defence Force (ADF) personnel
than overseas operational service — between 2001 and 2016, there were 59 deaths of
ADF personnel on deployment and 373 suicides in serving, reserve and ex-serving ADF
personnel.

Veteran mental ill-health can also have flow-on adverse effects on family members,
friends, colleagues and others.

RECOMMENDATION 17.1 IMPROVE AWARENESS OF DVA MENTAL HEALTH SERVICES

To ensure that veterans and their families are aware of the services that the Department
of Veterans’ Affairs (DVA) provides (including Open Arms and counselling through the
White Card), DVA should develop relationships with, and advertise its services through,
mainstream mental health service providers (such as Beyond Blue, the Black Dog
Institute and Lifeline).

FINDING 17.2

All veterans are entitled to mental health care funded by the Department of Veterans’
Affairs through a non-liability White Card. However, the extent to which the non-liability
White Card has, in practice, increased the number of veterans who are able to access
mental health treatment, and the appropriateness of the treatment they receive, is
unclear.

RECOMMENDATION 17.2 MONITOR AND REPORT ON OPEN ARMS’ OUTCOMES

The Department of Veterans’ Affairs (DVA) should monitor and routinely report on Open
Arms’ outcomes.

« It should first develop outcomes measures that can be compared with other mental
health services.

e Once outcomes measures are established, DVA should review Open Arms’
performance, including whether it is providing accessible and high-quality services
to veterans and their families, and publish all such reviews.
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RECOMMENDATION 17.3 EVIDENCE-BASED TREATMENT FOR VETERANS MENTAL HEALTH

It is important that veterans who seek mental health care can access the right
(evidence-based) care. The Department of Veterans’ Affairs should:

e publish a list of practitioners who have completed Phoenix Australia’s
trauma-focussed therapy and cognitive processing therapy training

« make mental health a priority area within the veteran research plan
(recommendation 18.3).

FINDING 17.3

The current (2013-2023) Veteran Mental Health Strategy has not been very effective
and has been superseded by recent policy changes (notably the introduction of
non-liability access to mental health care for veterans). Defence also has its own Mental
Health and Wellbeing Strategy. A single Strategy would facilitate an integrated approach
to veteran mental health and wellbeing across their lifetime.

RECOMMENDATION 17.4 A NEW VETERAN MENTAL HEALTH STRATEGY

The Departments of Defence and Veterans’ Affairs, with input from the Prime Ministerial
Advisory Council on Veterans’ Mental Health, should urgently develop a new single
strategy for veterans’ lifetime mental health. The new Strategy should:

« cover mental health activites in each of the life stages of military
personnel — recruitment, in-service, transition and ex-service

e ensure there are activities in each life stage that address the needs of those who are
mentally healthy (promotion and prevention activities), at-risk (early intervention) and
have a mental illness (treatment)

e ensure systems are in place to identify and support at-risk individuals and that there
is an identified focus on the prevention on suicide

e ensure the needs of family members of veterans, including those of deceased
veterans, are appropriately identified

« be evidence based, incorporating outcomes from trials and research on veterans’
mental health needs

« set out priorities, actions, timelines and ways to measure progress

« commit the Departments of Defence and Veterans’ Affairs to publicly report on the
progress towards the goals of the Strategy.

The National Mental Health Commission should have oversight of the new Strategy and
publicly report on its implementation and outcomes.
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Data and evidence

The gaps in information about veterans are significant and there is limited evidence on the
effectiveness of services provided to veterans. This inquiry was hampered by the lack of data
and the poor linking of data. Reform is needed to improve data held on veterans and to build
an evidence base on what does and does not work.

FINDING 18.1

There is a lack of robust data, evidence and research on many crucial aspects of the
veteran support system. This impedes the design and delivery of effective supports for
veterans and their families.

RECOMMENDATION 18.1 OUTCOMES AND PERFORMANCE FRAMEWORKS

The Department of Veterans' Affairs should develop outcomes and performance
frameworks that provide robust measures of the effectiveness of services. This should
include:

o identifying data needs and gaps

e setting up processes to collect data where not already in place (while also seeking
to minimise the costs of data collection)

e using data dictionaries to improve the consistency and reliability of data
« analysing the data and using this analysis to improve service performance.

RECOMMENDATION 18.2 MORE HIGH-QUALITY TRIALS AND REVIEWS

The Department of Veterans’ Affairs should conduct more high-quality trials and reviews
of its services and policies for veterans and their families by:

e evaluating services and programs (in ways that are commensurate with their size
and complexity)

« publishing reviews, evaluations and policy trials, or lessons learned
e incorporating findings into future service design and delivery.

RECOMMENDATION 18.3 DEVELOP AND PUBLISH A VETERAN RESEARCH PLAN

The Departments of Defence and Veterans’ Affairs should set research priorities on
issues affecting the health and wellbeing of veterans, publish the priorities in a research
plan and update the research plan annually.
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RECOMMENDATION 18.4 EXPERT COMMITTEE ON VETERAN RESEARCH

The Departments of Defence and Veterans’ Affairs should establish an Expert
Committee on Veteran Research. The Committee should have part-time members
appointed on the basis of skills and experience. Members should have a mixture of skills
in relevant fields, such as military and veterans’ affairs, health care, rehabilitation, aged
care, family support and other compensation systems.

The functions of the Expert Committee on Veteran Research should include:

« providing input into the development of the research priorities and research plan
« monitoring the outcomes of the research plan

e promoting the use of research in the veteran support system

« ensuring the Departments of Defence and Veterans’ Affairs publicly report on
research outcomes and progress towards the goals outlined in the research plan.

Bringing it all together

One of the key drivers for this inquiry was the complex legislative framework underpinning
the veteran compensation system. The Commission is proposing simplifying the system by
moving to two schemes, while minimising disruption to existing claimants. Importantly, our
proposed changes will mean there will be one scheme and one Act in the long term. Although
legislative simplification is not a solution for all the issues facing the veteran support system,
and some complexity will remain, this approach sets up Australia to have much better,
fit-for-purpose compensation and rehabilitation arrangements for the future.

An expanded range of supports for family members of veterans, including for those of
deceased veterans, is required. The needs of family members should be better assessed and
the responses more targeted to those specific needs. A more individualised approach is likely
to achieve better outcomes.
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RECOMMENDATION 19.1 TWO SCHEMES FOR VETERAN SUPPORT

By 2025, the Australian Government should create two schemes for veteran support —
the current Veterans’ Entitlements Act 1986 (VEA) with some modifications (‘scheme 1°)
and a modified Military Rehabilitation and Compensation Act 2004 (MRCA) that
incorporates the Safety, Rehabilitation and Compensation (Defence-related Claims)
Act 1988 (DRCA) (‘scheme 2’).

Eligibility for the schemes should be modified so that:

« Vveterans who only have a current or accepted VEA claim for liability at the
implementation date will have all their future claims processed under scheme 1.
Veterans on the VEA special rate of disability pension would also have their future
claims covered by scheme 1

« Vveterans who only have a current or accepted MRCA and/or DRCA claim (or who do
not have a current or accepted liability claim under the VEA) at the implementation
date will have their future claims covered under scheme 2. Other veterans on MRCA
or DRCA incapacity payments would have their future claims covered by scheme 2

e remaining veterans with benefits under the VEA and one (or two) of the other Acts
would have their coverage determined by the scheme that is the predominant source
of their current benefits at the implementation date. If this is unclear, the veteran
would be able to choose which scheme they would be covered by at the time of their
next claim.

Veterans who would be covered under scheme 1 and are under 55 years of age at the
implementation date should be given the option to switch their current benefits and future
claims to scheme 2.

Dependants of deceased veterans would receive benefits under the scheme that the
relevant veteran was covered by. If the veteran did not have an existing or successful
claim under the VEA at the implementation date, the dependants would be covered by
scheme 2.

Veterans who would currently have their claims covered by the pre-1988
Commonwealth workers’ compensation schemes should remain covered by those
arrangements through the modified MRCA legislation.
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RECOMMENDATION 19.2 AN EXPANDED FAMILY SUPPORT PACKAGE

The Australian Government should:

amend the family support provisions in the Military Rehabilitation and Compensation
Act 2004 (MRCA) to remove the requirement for veterans to have undertaken warlike
service

amend the Veterans’ Entitlements Act 1986 and the Safety, Rehabilitation and
Compensation (Defence-related Claims) Act 1988 to provide the same (or
equivalent) family support provisions as the MRCA.

The Department of Veterans’ Affairs should amend the Family Support Package to
extend:

eligibility to families of veterans without warlike service and families of veterans
receiving the veteran payment

eligibility for counselling services to parents and eligible children of veterans who
have suffered a service death or a suicide related to their service, and families of
veterans not under a rehabilitation plan

the range of supports to cover all counselling services for partners, widow(er)s,
eligible children and parents. For these family members, session limits and the
requirement for an identified need should be removed and replaced with an
appropriate cap on total payment.
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1 About this inquiry

Key points

e This inquiry came about following a recommendation by a Senate inquiry into suicide by
veterans. The Senate inquiry found the legislative framework underpinning the veteran
compensation and rehabilitation system to be complex and difficult to navigate, and raised
concerns about unwarranted stress placed on veterans and their families as a result of the
claims process. It called for a ‘comprehensive rethink of how the system operates’.

e The Commission was asked to look at how the veteran compensation and rehabilitation
system currently operates, how it should operate into the future, and whether it is ‘fit for
purpose’.

e To assess how the current system was performing, and what a future system should look like,
we looked at the benefits and effects of the system on the lives of veterans, and Australians
more generally, in light of the costs of the scheme. We also looked at workers’ compensation,
social insurance and international military compensation schemes to inform our ideas and
recommendations for a better system.

e While traditionally the term ‘veteran’ described former Australian Defence Force (ADF)
members who had been deployed in operational conflict environments, Australian Veterans’
Ministers agreed in 2017 to define a veteran as anyone who has served at least one day in
the ADF. As such, we use ‘veteran’ to mean all current and former permanent ADF personnel.
And we use the term ‘veteran community’ to cover veterans, their partners and children,
widow(er)s of deceased veterans and their dependents, and parents and siblings of veterans.

¢ We engaged with many individuals and organisations on this inquiry — including veterans,
their families, veterans’ organisations, Defence, the Department of Veterans’ Affairs, other
government departments, service providers, researchers and insurance companies. We also
visited a number of military bases and held public hearings and both general and
topic-specific roundtables (covering legislative reform, rehabilitation and families of veterans).

This inquiry is about the system that supports veterans and their families. The system
provides compensation, rehabilitation and other forms of support to current and former
Australian Defence Force (ADF) members and their families. Access to some of the supports
and services is contingent on a veteran having an injury or illness (or death) related to their
military service. Other supports are available irrespective of whether they incurred an injury
or illness.

The genesis of this inquiry is a recommendation by the Senate Foreign Affairs, Defence and
Trade References Committee in a report titled The Constant Battle: Suicide by Veterans. The
Committee said it chose the title The Constant Battle to reflect the problematic nature of the
issue of suicide by veterans and ex-service personnel and that ‘for modern veterans, it is
likely that suicide and self-harm will cause more deaths and injuries for contemporaries than
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overseas operational service’ (SFADTRC 2017, p. xvii). And, for deaths, this is the case —
between 2001 and 2016, there were 59 deaths of ADF personnel on deployment and
3731 recorded suicide deaths of serving, reserve and ex-serving ADF personnel (figure 1.1).

The Committee found that the legislative framework underpinning the veteran compensation
and rehabilitation system was unnecessarily complex and difficult to navigate, and it was
concerned about inconsistent treatment of claims for compensation, lengthy delays in the
processing of claims and unwarranted stress for veterans and their families
(SFADTRC 2017). The Committee said it repeatedly heard that ‘excessive legislative
complexity was a burden on veterans, advocates and the operations of DVA [Department of
Veterans’ Affairs] itself” (SFADTRC 2017, p. 67).

The Committee said it was time for a ‘comprehensive rethink of how the system operates
and will operate into the future’ (SFADTRC 2017, p. 68), and that:

... there should be no topics which are off-limits including the differences in relation to
operational service, standards of proof and the provision of services through the Department of
Veterans Affairs (DVA) or alternative government agencies. The committee recognises that this
will not be an easy or uncontroversial review process. Systematic reform may even moderately
disadvantage some individual veterans in the process of improving outcomes for serving
members and veterans overall. (SFADTRC 2017, pp. xxv, 68).

It also noted that previous recent reviews of military compensation have been ‘too willing
to accept the status quo’ and the review needed to ‘re-examine long-standing issues in this
portfolio’(SFADTRC 2017, p. 68).

On 27 March 2018, the Australian Government requested the Productivity Commission to
undertake an inquiry into the system of compensation and rehabilitation for veterans.

1 The below figure shows a lower total number of deaths by suicides because veteran suicide could not be
disaggregated by service status up to 2016, only up to 2015.

82 ABETTERWAY TO SUPPORT VETERANS



Figure 1.1  Veteran deaths by suicide and on operations?2
Full-time serving, ex-serving and reservist between 2001-15P

All ADF 59

Died on
operations

Reserves 69

Full-time serving 90

Death by suicide

Ex-serving 166
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& The number of deaths as a result of service with Australian units on deployment between 2001 and 2015
is based on the Roll of Honour. P Suicide deaths could only be disaggregated by service status up to 2015.

Sources: AIHW (2017b, p. iv) and AWM (2019).

1.1 What was the Commission asked to do?

The Commission was asked to examine how the current compensation and rehabilitation
system for veterans operates, how it should operate in the future, and whether it is ‘fit for
purpose’. In undertaking this task, we were to:

« review the efficiency and effectiveness of the legislative framework, and assess
opportunities for simplification

« examine the effectiveness of the supporting governance, administrative and service
delivery arrangements

« have regard to the current environment and challenges faced by veterans, including:

— whether the arrangements reflect contemporary best practice, drawing on workers’
compensation arrangements and military compensation schemes in Australia and
internationally

— the use of Statements of Principles — which are legislative instruments that set out
the requirements for a veteran’s impairment to be linked to their service

— whether the arrangements deliver compensation and rehabilitation to veterans in a
well-targeted, efficient and veteran-centric manner.
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The Commission was also to consider issues raised in previous reviews (box 1.1).

Box 1.1 Reviews of the veteran support system

Previous reviews

Over the past 40 years there have been many reviews of Australia’s veteran support system.
Some of the more notable include:

1975 Independent Enquiry into the Repatriation System by Paul Toose
1994 A Fair Go: Report on Compensation for Veterans and War Widows by Peter Baume

1999 Review of the Military Compensation Scheme by the Department of Defence, chaired by
Noel Tanzer. The recommendations of the Tanzer review led to the introduction of the Military
Rehabilitation and Compensation Act in 2004

2003 Review of Veterans’ Entitlements chaired by Justice John Clarke. One of the key
outcomes of this review was a renewed focus on rehabilitation

2011 Review of Military Compensation Arrangements chaired by the Secretary of the
Department of Veterans’ Affairs, lan Campbell.

While these reviews resulted in reforms to the system, one consequence of the many changes is
a high degree of complexity. As the Department of Veterans’ Affairs (DVA) observed:

.. often the terms of reference for each inquiry or review have been relatively narrow, constraining
impacts to specific elements or areas of support. And while most of the inquiries and reviews ... resulted
in direct or indirect changes to some part of the system of military compensation, the nature of some of
those changes were generally piecemeal and ad hoc, and often took little account of flow-on effects to
overall complexity ... the almost continual series of inquiries and reviews, with their compounding
resulting changes on the system, have themselves contributed to what is now a complex military
compensation system ... (sub. 125, p. 4)

Concurrent reviews

Several reviews were also underway at the same time as this inquiry.

Efficiency of Veterans Service Delivery by the Department of Veterans’ Affairs by the
Australian National Audit Office — released June 2018. This report focused on DVA
administrative processes (ANAO 2018b).

Investigation into the Actions and Decisions of the Department of Veterans’ Affairs in Relation
to Mr A by the Commonwealth Ombudsman — released July 2018 (Commonwealth
Ombudsman 2018).

Use of the Quinoline anti-malarial drugs Mefloquine and Tafenoquine in the Australian
Defence Force by the Senate Foreign Affairs, Defence and Trade References Committee —
released December 2018 (JSCFADT 2018).

Veterans’ Advocacy and Support Services Scoping Study by Robert Cornall (the ‘Cornall
Review’) — released March 2019 (Australian Government 2018b).

Inquiry into transition from the Australian Defence Force by the Joint Standing Committee on
Foreign Affairs, Defence and Trade — released April 2019 (JSCFADT 2019).

Independent review of the implementation of the recommendations of the Joint Defence/DVA
Inquiry into the Jesse Bird Case after 12 months by Robin Creyke — the reporting date has
not been announced (Chester 2018a).
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1.2 What the inquiry covers

The current system for veteran support has three main Acts.

o The Veterans’ Entitlements Act 1986.

« The Military Rehabilitation and Compensation Act 2004.

« The Safety, Rehabilitation and Compensation (Defence-related Claims) Act 1988.2

These three Acts all have provisions for rehabilitation and compensation for veterans and
their families, entitlements such as pensions and health cards for veterans and other services
such as transition support. As DVA said, the three Acts:

. collectively incorporate almost all of the benefits available to successive generations of
veterans over the last 100 years. (sub. 125, p. vii)

The Acts and their entitlements are administered by DVA.

Although the terms of reference specifically mention only the above Acts, other
arrangements are relevant to the inquiry. These include the invalidity and death insurance
contained in military superannuation arrangements, which interact with the three Acts. And
because compensation, rehabilitation and other supports for veterans are only required when
personnel are injured, become ill or die as a result of service in the ADF, this inquiry also
looks at the ADF’s prevention policies, and its healthcare and rehabilitation services.
Services designed to help ADF members transition out of the military are also considered.

Given the broad scope of its coverage, this inquiry makes frequent reference to the ‘veteran
support system’ as any veteran-specific support provided to serving and ex-serving ADF
members and their families. The ‘veteran rehabilitation and compensation system’ is used to
refer more narrowly to compensation, rehabilitation and health care provided to veterans.

1.3 Who are veterans?

Defining veterans
The term ‘veteran’ can mean different things to different people.

Traditionally, the term veteran described former ADF members who were deployed to serve
in operational conflict environments (those in the military that fought outside Australia
against hostile forces or served during the world wars). And the Veterans’ Entitlements Act

2 n addition, the Safety, Rehabilitation and Compensation (Defence-related Claims) Act also grandfathers
some sections of two previous pieces of Commonwealth workers’ compensation legislation — the
Commonwealth Employees Compensation Act 1948 and the Compensation (Commonwealth Government
Employees) Act 1971. The Defence Act 1903 also supplements some claims under the Act.
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1986 (in section 5C), defines a veteran to mean a person who has ‘taken to have rendered
eligible war service’.

However, in 2017, the Australian and State and Territory Ministers responsible for veterans’
issues agreed to define a veteran as anyone who is, or has in the past, served in the ADF
(Tehan 2017Db). This definition captures all current and past members of the ADF, regardless
of whether they were deployed abroad and regardless of the nature of their service.3

A number of other countries have also broadened the definition of veteran beyond its
traditional meaning (box 1.2).

Box 1.2 How Canada, the United Kingdom, the United States and New
Zealand define ‘veteran’

The ‘VAC [Veterans Affairs Canada] considers any former member of the Canadian Armed
Forces who releases with an honourable discharge and who successfully underwent basic
training to be a Veteran’ (VAC 2019).

The United Kingdom’s Ministry of Defence defines veterans as ‘anyone who has served for at
least a day in Her Majesty’s Armed Forces (Regular or Reserve) or Merchant Mariners who have
seen duty on legally defined military operations’ (Ministry of Defence (UK) 2017, p. 2).

In the United States, the veteran compensation legislation defines a veteran as ‘a person who
served in the active [full-time] military, naval, or air service and who was discharged or released
under conditions other than dishonorable’ [sic] (section 3.1 of Title 38 of the Code of Regulations).

New Zealand reserves the status of veteran for those with war service (referred to as ‘qualifying
operational service’ in the legislation, section 7, Veteran Support Act 2014 (NZ2)).

The terms of reference for this inquiry asked the Commission to examine the compensation
and rehabilitation arrangements for both serving and ex-serving members of the ADF.4 As
such, for this inquiry we have used the new broader definition of ‘veteran’. That is, we use
the term veteran to cover all current and former serving ADF personnel unless otherwise
specified, or the context makes clear that reference is only to either serving or non-serving
veterans.

DVA uses the term ‘veteran’ to refer to someone with at least a single day of ‘continuous full time service’
— this excludes reservists who have not served on a continuous basis or been on deployments (DVA,
sub. 125, p. xiv). The proposed Australian Veterans’ Recognition (Putting Veterans and their Families
First) Bill 2019 defines ‘veteran’ as ‘a person who has served, or is serving, as a member of the Permanent
Forces or as a member of the Reserves’ (section 4).

Serving generally means those in ‘permanent’ service, and non-serving those who have discharged from
such service (some join the reserves after discharge). Cadets and reservists (who have never deployed or
served on a ‘permanent’ basis) are covered under the veteran support legislation and, where we refer to
these groups, we use the terms cadets and reservists rather than veterans. The veteran support system also
covers some police officers who went on peacekeeping operations overseas (before 1 July 2004) and those
who fought for allied nations in the World Wars. ‘Permanent’ members of the ADF are those serving under
service categories (SERCATS) 6 or 7. Those under SERCAT 6 need not be serving full time (DoD 2018p).
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A number of participants to this inquiry raised concerns about the Australian governments’
new definition of a veteran (box 1.3).

Box 1.3 Mixed views on the new definition of a veteran

Some stakeholders were critical of the new definition of a veteran.

Bluntly, it’s nonsense to argue that a person with just a few days service in the ADF can be regarded as
a veteran and neither the general public nor the ADF fraternity would accept that it is so. (ACT branch of
the Vietnam Veterans’ Federation of Australia, sub. 42, p. 2)

Others agreed that veteran should not be exclusive to those with overseas service, but thought a
single day of service was too low a bar.

| consider that there should be a time, whether it be 10 or 20 years within the service that people then
get the name of veteran. Sometimes it’s not their fault if they don’t serve overseas, that they put their
hand up to serve overseas and they haven’t done it but to give somebody the terminology of a veteran
after one day is just outrageous, in my opinion. (David Thomas, trans., p. 1419)

Some stakeholders pointed out the differences between operational and peacetime service.

| can assure the Commission that being shot at by someone who’s trying to kill you is not like having a
regimental barbecue on a Sunday afternoon. If we leave the definition as it is the value of and depth to
the community or that the community owes to those who have endured the unique life changing
pressures and dangers of war and warlike service will be lost. (John George, trans., p. 967)

Others raised concerns that the definition could create undue expectations about support.

Support for veterans of military operations should be, unequivocally, more beneficial than for members
of the ADF who have not endured the threats and stresses of operational service. We suggest that the
extension of the definition of the term ‘veteran’ to mean any person who has spent at least one day in
the ADF can cause confusion in the discussion about ‘veterans’ benefits. Consideration now needs to
be given to a form of terminology that defines those members of the ADF who have served in war and
war-like situations, such as the previous term ‘returned servicemen or women’. (Vietnam Veterans
Association of Australia, sub. 78, p. 4)

Other stakeholders noted the varied interpretations of the meaning of the word ‘veteran’.

There are many different usages of the term by the public, media, and in the various Acts. There are
different views promoting strong feelings within sections of the older ‘Veteran’ community, regarding
those ex-ADF with ‘real war’ experiences and those who have none. Many younger ‘veterans’ who have
seen operational or warlike service consider the term ‘Veteran’ applies only to the older generation —
World War Il, Korean or Vietham Veterans, and not them. (DFWA, sub. 118, p. 12)

Some argued for all veterans to receive the same entitlements to support.

If the term Veteran is all embracing ... then there should never be different health and welfare support
services for those with or without warlike service. If a Veteran is a Veteran, then a TPI [Totally and
Permanently Incapacitated] is a TPI, and there should be no discrimination in compensation methodology
or support services. The Government has redefined the term ‘Veteran’ and now they need to recognise
that. (Federation of Totally and Permanently Incapacitated Ex-Servicemen and Women of Australia,
sub. 134, p. 4)

Some stakeholders raised concerns about the Commission using the new definition of veteran.

The major flaw in the report is the term ‘veteran’, which the commission saw fit to reclassify. It has put
all members of the ADF into the one basket by inferring that they are all veterans from day one of entry
into the ADF. (AATTV WA Branch, sub. DR174, p. 1)
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Veterans’ families

The veteran support system also supports widow(er)s and other family members
(‘dependants’) of veterans. In fact, a large proportion of DVA benefit recipients are
dependants (chapter 2; DVA 2018m).

When we use the term ‘families’ in this report we are including (unless the context states
otherwise), parents, partners, widows, widowers, children and other family members of
deceased or living veterans.

Families can also be significantly affected by military life and veterans’ transitions to civilian
life, and the impacts can be long lasting. Family support can not only be directly beneficial
for family members but also enhance the effectiveness of system supports provided to
veterans.

1.4 The Commission’s approach

The Commission was asked to look at whether the veteran support system was, or how it
could be made, ‘fit for purpose’, now and for the future. References to ‘efficiency’,
‘effectiveness’ and ‘fitness for purpose’ in the terms of reference also raise questions about
the adequacy and fairness of veteran supports and entitlements, and whether they represent
value for money from the community’s perspective.

When thinking about a system to meet the needs of future generations of veterans, we looked
at the changing nature of military service, the changing profile of the veteran community,
emerging challenges and the strengths and weaknesses of the current veteran support system.

We took a wellbeing approach to assessing the veteran support system and options for
reforming the system. This involved taking into account the community-wide costs and
benefits of policies and policy changes and included:

« engaging with veterans and their families, ex-service organisations and others affected
by veteran support policies

« looking at the objectives of the veteran support system, determining what the system
should be measured on (drawing on best-practice principles of contemporary workers’
compensation arrangements and veteran support schemes in other comparable countries)
and then assessing the system against those criteria

« analysing the benefits and costs of policies and reform options in qualitative and
guantitative ways (including considering benefits and costs in their fullest sense to
include the value of not only the monetary or material aspects but also the social,
psychological and other elements of people’s wellbeing).
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Other aspects of the approach we adopted to evaluate the veteran support system include:

o along-term view of veterans’ needs and wellbeing — what happens during service can
affect veterans’ calls on the support system after they leave the military. We considered
each stage of the life cycle of military personnel — in-service, transition and ex-service

« afocus on outcomes — while constrained by existing data, we assessed the system based
on what is known about outcomes (for veterans and families and the wider community).
We also looked at ways to develop an evidence base against which the system can be
evaluated going forward

« Vviewing supports as a package — sometimes public debate about veteran supports
focuses on particular supports in isolation. To provide a more complete picture, we
sought to look at support packages holistically (and, where undertaking line-by-line
comparisons or evaluations of particular supports, to be aware of their place in broader
packages)

« considering system sustainability — if the system hopes to garner support, it needs to
ensure taxpayer funds are being used well and that it can cope or adapt to new challenges
and support veterans as their needs, circumstances and broader social settings change.

In conducting this study we met with a range of individuals and groups, held public hearings
and roundtables across the country, and received submissions from a range of interested
parties. We had extensive discussions with DVA (including visiting its offices to observe
claims processing in action) and other government agencies, and visited several military
bases to help gain insights on prevention and transition issues and to hear the views of current
serving members (box 1.4).

The Commission would like to thank everyone who provided input to the inquiry
(appendix A).
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Box 1.4 About our consultation

In preparing this report, the Commission sought views from government departments, veterans’
organisations, veterans, their families and other interested parties. We also met with many
interested parties and conducted visits, roundtables and public hearings across the country. We
released an issues paper in May 2018 (this set out issues and questions of relevance for the
inquiry, and invited submissions) and a draft report in December 2018.

Submissions

We received 313 formal written submissions (these are published on the Commission’s website)
and 160 brief comments (through a portal on the inquiry’s webpage). Submissions and brief
comments came from a variety of sources including veterans and their families, government
departments, health professionals, academics, lawyers, advocates, and ex-service organisations.

Meetings and site visits

In addition to numerous face-to-face and telephone meetings with stakeholders, the Commission
went on numerous site visits, including:

o the Department of Veterans’ Affairs regional offices in Sydney to witness the claims handling
process

e various Australian Defence Force (ADF) bases including Kapooka Army Base (Wagga
Wagga), Forest Hill Royal Australian Air Force Base (Wagga Wagga), Bandiana Army Base
(Wodonga), Lavarack Army Barracks (Townsville), and Garden Island Fleet Base East
(Sydney)

e meetings with various stakeholders in cities including Sydney, Melbourne, Brisbane, Perth,
Adelaide, Darwin and Canberra

o visits in New Zealand including with Veterans’ Affairs NZ, the NZ Defence Health Directorate
and Ron Paterson (author of the Review of the Operation of the Veterans’ Support Act 2014).

Roundtables

The Commission held roundtables in all capital cities and Townsville where veterans and their
families, ex-service organisations and various other stakeholders presented their views on the
issues affecting veterans, families and their support services generally. Some of the roundtables
focused on specific areas:

e aroundtable in Brisbane focused on the legislative complexity of the veteran support system
and workshopped some potential solutions

o the Sydney roundtable focused on rehabilitation
e a veterans’ families roundtable was held in Canberra.

In addition, the visits to Kapooka Army Base and Lavarack Army Barracks both contained (ADF
only) roundtables on issues relating to prevention, rehabilitation, health care and transition. A list
of the consultation undertaken by the Commission is contained in appendix A.

Hearings

Following the release of the draft report, the Commission conducted a series of hearings across
the country in all state capitals as well as Rockhampton, Townsville and Wagga Wagga.
Transcripts of these hearings are available on the Commission’s website.
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1.5 A guide to this report

This report sets out the Commission’s findings and recommendations on a better way to
support veterans.

The next chapter looks at military service and the veteran community, chapter 3 provides a
brief overview of the current veteran support system, and chapter 4 looks at objectives and
design principles for the veteran support system.

Chapters 5 to 7 look in depth at the issues of preventing injury and illness, rehabilitation and
transition support. Initial liability assessment, claims administration and reviews of claims
are the topics covered in chapters 8 to 10. The governance arrangements for the veteran
support system are examined in chapter 11 and advocacy and the role of veterans’
organisations are discussed in chapter 12.

Chapters 13 to 15 focus on compensation issues and chapters 16 and 17 cover health care
for veterans and their families, including mental health care. Data and evidence are discussed
in chapter 18, and the last chapter (19) of the report brings together the key recommendations
and discusses transition issues.
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2 Military service and the veteran
community

Key points

« Military service is a unique occupation that presents a number of challenges and risks to
Australian Defence Force members and their families. Members are subject to military law and
discipline, and are not as free as other Australians to make independent decisions, or to
choose to avoid personal risk of injury in armed conflict. They can also be directed to apply
lethal force against an enemy. Other features of military service include a higher than average
risk of injury and frequent relocations.

e More than 2 million Australians have served in the military since Federation. About
102 000 Australians have died overseas in service (and many more have been wounded).
Most of the deaths (98 per cent) occurred in the two world wars. Reflecting the changing
nature of military engagement, most injuries and deaths today occur during training exercises.

e The nature of military service and the way service is recognised has changed over time.

— Those who served in World War| not only endured very arduous conditions and
extraordinary hardship, they were also paid less than the minimum wage. Returned soldiers
also had a limited social security system to rely upon and access to comparatively basic
medical and rehabilitation services.

— Today, service is professionally based with strict training requirements, structured
opportunities for career progression, access to medical and rehabilitation services, and
comparatively generous pay and allowances (some of which explicitly recognise risk).

e There is a lack of data on the Australian veteran population, their families and their wellbeing.
The exact number of living veterans is not known, but the Department of Veterans’' Affairs
estimated that there are about 640 000 serving and ex-service veterans — including
58 200 veterans of post-1999 conflicts, 41 500 Vietham War veterans, 19 300 World War Il
veterans and 100 000 reservists and ex-reservists.

e Most members leave the military and successfully transition into civilian life (and lead lives
similar to the general population). However, some experience poorer outcomes. For example:

— medically discharged members are more likely than members discharged for other reasons
to rate their quality of life as poor

— suicide rates for male ex-serving veterans under 30 years old are about twice those for the
equivalent group in the general population

— there is some evidence that mental health disorders are more prevalent for veterans than
in the wider population, and that ex-serving veterans experience a higher rate of
homelessness than the general population.

e The impacts of military service can also extend to veterans’ families, not least to those whose
partners or parents have died as a consequence of service.
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The veteran community is made up of serving and ex-serving members of the Australian
Defence Force (ADF) and their families, as well as family members of deceased veterans.
The Commission looked at each of the life stages of veterans — in service, transition and
ex-service — to assess the ‘fitness’ of the veteran support system. To help gain an
understanding of the needs and lives of veterans and their families, and the supports they
may require, this chapter looks at military life and the characteristics of the veteran
community.

2.1 The Australian military

The ADF defends Australia and its national interests (DoD 2017f, p. ii). Almost two million
Australians have served in the armed forces since Federation, fighting in conflicts as diverse
as World War | and Il, Vietnam, Korea, Iraq and Afghanistan (Chester 2018d, p. 2).
Australia has also played a major supporting role in peacekeeping and other missions.

The ADF is divided into three branches — the Army (which accounts for about half of ADF
personnel), the Navy and the Air Force (which account for a quarter of ADF personnel each)
— with about 58 000 permanent members and 20 000 paid reservists (figure 2.1). The ADF
is also supported by about 17 000 public servants and 2000 contractors at the Department of
Defence (DoD) (DoD 2017f, p. 88, 2018f, pp. 81, 83).

Figure 2.1  Number of ADF members in 2017-182
Permanent and reserve forces

Contractors 2037

APS 17 407

1642 wmel
Navy 13818
. 3350 -
Air Force 14 247 *‘

15030

Army

Civilian Reserve Permanent

@ Permanent forces are what the Australian Defence Force terms ‘average funded strength’. Reserve force
numbers are the number of members paid during the financial year.

Sources: DoD (2017f, p. 88, 2018f, pp. 81, 83).
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Between 1999 and 2016, more than 76 000 ADF members were deployed on domestic
border security, humanitarian and international operations — about 18 per cent of these were
reservists — with some members deployed on multiple occasions (DoD 2016a, pp. 145,
148). Currently, about 2400 members are on operations, mainly in the Middle East on
peacekeeping missions and domestically for border protection. About 55 per cent of all
serving members have been assigned to combat or related operations both domestically or
internationally at least once (DoD 2016c, p. 19, nd).

Who joins the ADF?

The ADF requires people who are fit, adaptable, able to acquire skills, and can follow orders
under strenuous circumstances. Recruitment into the ADF is based on a mix of physical,
intellectual and mental attributes. The ADF fitness requirements are much higher than most
civilian occupations and the screening for pre-existing (physical and mental) health problems
excludes a large portion of the adult population. The fitness requirements are ongoing and
failure to meet them can result in discharge.

About 5200 recruits (4200 without previous military experience) join the ADF each year —
about 72 per cent are male and 28 per cent are female (DoD 2018f, p. 81). The proportion of
female ADF personnel has been steadily rising — from 12 per cent in 1991 to 18 per cent in
2018 (ADF 1991, p. 6; DoD 2018f, pp. 80, 109-110).

Australians join the military for a range or reasons. Some seek a challenge or sense of
purpose; some value the culture and camaraderie; others feel it is a civic or humanitarian
duty; while others are attracted by the remuneration, benefits and career progression of the
military. Often a mix of motivations is at play.

As some participants emphasised, unlike the military in many other nations (and some
Australians who were conscripted during the Vietnam War), current ADF members are
entirely volunteer professionals (RSL Queensland, sub. 73, p. 9).

The median length of service is 8.7 years, and the mean length of service is less than 8 years.
This is longer than the typical civilian stays with the same employer (D’Arcy et al. 2012,
p. 2; DoD 2009, p. 9, 2018n, p. 1). A ‘typical’ military career is described in box 2.1.
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Box 2.1 Life in the military

During training, recruits’ lives are dominated by the military. Most of their spare time is occupied
with Australian Defence Force (ADF)-related activities, their waking and sleeping hours are
regulated and use of alcohol (and other substances) is restricted. The training requires recruits to
undertake various physical and mental challenges, sometimes including deprivation of food and
sleep. Recruits are also taught how to think and react instinctively to various situations in the face
of danger. Those who are training to be officers may also be provided with a free university
education at the Australian Defence Force Academy, while receiving a salary (ADF 2018Db).

Once training is completed, members have more control over their spare time. They work hours
(‘parade’) set by their commanders, with the proviso that they can be ordered to work unpaid
overtime at any time. However, they have limited choice about where they work and can be
relocated within Australia or deployed overseas for set periods of time. If they choose to live on
base, they receive subsidised food and accommodation, while those who live off base receive a
rental allowance (or a subsidised mortgage loan) and free meals during work hours. ADF
members also have access to free health care and subsidised child care.

Members are allocated time to exercise as part of their core hours in order to meet the physical
fithess requirements that are a condition of employment, although these fitness requirements
differ by gender and scale down with age.

Every two to three, years members are re-posted and generally have to relocate (typically in
regional areas where most ADF bases are located). Between 78 and 91 per cent (depending on
service branch) of ADF members have had to undertake a service-related move (DoD 2016c,
p. 31). Families are not required to live with the member, but the ADF will provide assistance to
members’ families who choose to move. Although members’ preferences are taken into account
in determining their posting location, the ADF’s strategic needs are the first priority in such
decisions.

At various points during their military career, a member may be deployed overseas in various
capacities — including peacekeeping, combat or humanitarian efforts — depending on their role.
Overseas deployments may place them in extra danger and involve long working hours and
arduous workloads. Regardless of the amount of down time a member might have on deployment,
they are considered to be on duty 24 hours per day, 7 days per week. Although the member is
technically compelled to go on a deployment if ordered to do so, in practice deployments are
highly sought after and there is often an element of choice involved.

Members typically serve for about 8 years, although some members have much shorter, or longer,
careers (DoD 2018n, p. 1). For the large majority, their return to civilian life is successful, but for
a minority the transition is difficult. This is why veterans are supported in their reintegration to
civilian life by a system of transition support that has no civilian parallel.

The nature of military service

Many participants in this inquiry highlighted the distinctive characteristics of military life
(box 2.2). Previous reviews also recognised these features (Campbell 2011a, p. 96;
DoD 1997, pp.7-8; Tanzer 1999, p.167). Some other occupations have similar
characteristics; for example, paramedics are exposed to trauma, long-distance truck drivers
frequently work away from home and agricultural workers are exposed to many serious risks.
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However, military service is clearly a unique occupation. The key features that distinguish
military service from other occupations are that members:

are subject to military law and discipline

are not as free as other Australians to make independent decisions, or to choose to avoid
personal risk of injury or death in armed conflict

are authorised to apply lethal force

may be injured or killed in military operations against a hostile enemy.

And their ability to mitigate risks is likely to be less than in other workplaces.

As the Air Force Association explained:

The nature of military service is much more than following directions, frequent relocations, long
and irregular hours, and working in high risk situations. Many civilian occupations are subject to
such working conditions. The difference between a civilian and military person commences on
their enlistment or appointment. Apart from the human rights that are forfeited at this juncture,
the military member is ‘licensed’ to take a human life and is expected to do so in war — not just
to protect themselves or their comrades, but to kill an enemy. Such action may be taken in the
field, on the sea, or in or from the air. The military role can include identifying human targets
and authorising their demise. No other occupation has this duty. (sub. DR267, p. 2)

Serving in the ADF is likely to be more dangerous than most civilian occupations, although
comparable injury rates are not available. War, or warlike conditions, bring risks including
hostile interactions with the enemy, risk of triggering improvised explosives and potentially
hazardous foreign environments. Some of the uniquely hazardous elements of military
service during peacetime include live fire exercises, physically intense training and use of
explosives. These distinct features of military life lead to exposure to the risk of injury and
trauma, the effects of which are significant:

Injuries incurred by ADF personnel include crushed vertebrae and spinal injuries, brain
injuries, gunshot wounds, falls causing back and shoulder issues, knee injuries,
amputations, hearing loss, and back and lower limb injuries caused by requirements to
carry heavy loads (ADSO, sub. 85; DFWA, sub. 118; DVA, sub. 125).

In 2017-18, there were three fatalities of serving ADF members, 277 personnel suffered
serious injury and illness and 8937 members suffered minor injuries or illness
(DoD 2018f, p. 106). And there was a fatality as recently as April 2019 (Lynch 2019).

Some of the illnesses are latent, including mental disorders, and often only present
themselves after a member has left the service — sometimes decades later.

MILITARY SERVICE AND THE VETERAN COMMUNITY 97



Box 2.2 Participants described the unique features of military service

Many veterans, ex-service organisations, and government departments described the unique and
distinctive features of military service. The Vietham Veterans and Veterans Federation ACT
commented on the task given to the military.

No other Australian is expected to, or may be directed to, engage in war or war-like activity either within
the country or overseas to defend their countries interests. (sub. 42, p. 2)

RSL National described the burdens of going on deployment.

When deployed, these service men and women remain away for extended periods and do not return
home to their families at night, for months at a time, and often work extended hours in hazardous
circumstances while their families accept and deal with emotional and physical separation from them, as
well as concern for their wellbeing. (sub. 113, p. 8)

Vietnam Veterans’ Association of Australia described the traumas that can occur.

Military service is unique. In both Peace time and during War, all military personnel are trained, some as
their primary function, to kill other human beings. Efficient and effective training simulates the horrors of
war, including killing others, even for those who do not ultimately experience war. However, the horrors
of war once seen, cannot be unseen, once experienced, cannot be unexperienced. (sub. 78, p. 1)

The Department of Veterans’ Affairs noted the lack of legal safeguards for military personnel.

An ADF member is not, by legal definition, an employee. Military personnel are subject to military law
and are not protected by the full range of industrial law. There is an argument that military personnel are
required to forgo their basic human rights of ‘life, liberty and security of person’ as prescribed in Article 3
of the 1948 Universal Declaration of Human Rights. (sub. 125, p. 6)

The Department of Defence noted the difficulties members can have adjusting to civilian life.

For veterans who have spent years operating in environments of perceived or imminent threat, having
to adapt their responses to a more benign civilian environment can be challenging. This includes working
within leadership/management structures and systems which are fluid and less well defined, and where
decision-making may allow negotiation, input and consensus. This is in direct contrast with the autocratic
decision-making process applied in military environments, where the military approach is that orders are
followed and not necessarily questioned. (sub. 127, p. 8)

The Defence Force Welfare Association commented on the lifetime impact of military culture.

Team needs take priority over individual needs and rights. Total trust in other team members is essential
because the consequences are so dire. A person who only looks after him or herself, is inconsiderate of
other team members, is an anathema ... This deliberately created military culture becomes ingrained.
That is partly why some Veterans refuse to seek support, not wanting to give up or to be a burden to
others. Pride is important but it can be misplaced. And ‘welfare’ is a pejorative word, no matter how many
experts claim otherwise. Needing ‘welfare’ is seen as an indication of failure or weakness ...
(sub. 118, p. 14)

A number of stakeholders also raised concern about the Commission’s understanding of military
service. For example, David Kelly and David Jamison argued that:
... the description supporting the Commission’s understanding rather than listing the core determinants
of this uniqueness, outlines some of the characteristics of military service where there can be some
overlapping of characteristics with for example, civilian policing and emergency services. Military service
involves:
e the surrender of the individual’s human rights under the UN Charter on Human Rights,
e the requirement to use lethal force against another human being when lawfully ordered to do so, and

e arequirement to follow orders regardless of the possibility that by doing so could very likely prove
lethal for the service person being so ordered. (sub. DR212, p. 2)
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Where illness or injury prevent ADF members from meeting the stringent fitness
requirements, they are usually medically discharged. By contrast, in a civilian setting
employers are usually required to make reasonable adjustments to accommodate the needs
of their employees following a change in physical or mental state. This means that
post-injury return to work can be more difficult or impossible in the military. The most
common conditions that lead to a recommendation for medical discharge are
musculoskeletal injuries and mental health (figure 2.2).

Other features of military service include:
« inability to resign before a set date — or face criminal penalties under military law

« an intense and strenuous training regime — training varies across the service branches
and particular roles, but can involve intense physical activity, sleep and food deprivation,
and various mentally challenging exercises

« regular relocation — ADF members are typically required to move locations every two
to three years. This can be disruptive to both members and their families

« challenges of deployment — deployment can also mean sleep and food deprivation (and
other stresses and environmental factors) and prolonged separation from family members

« lack of industry regulation and union representation — ADF members do not have a
union that contributes to negotiations about their pay and conditions (highlighted by
Defence Force Welfare Association (DFWA), sub. 118, p. 14 and Vietnam Veterans
Association of Australia, sub. 78, p. 2).

Figure 2.2  Conditions leading to recommendation for medical discharge
Primary condition, 2007-2016
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Source: Joint Health Command (2017, p. 22).
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The military fosters a unique culture. This culture has many positive features, such as
selflessness and mateship, but some aspects can be detrimental in the long term. For
example:

« initial training reduces individuality through re-socialisation and forced homogeneity of
appearance and behaviour, tightly controls daily routine and exposes the individual to
frequent stressors designed to deplete resistance to orders

e punishment for poor performance and being trained to ‘tough it out” can mean personnel
are reluctant to accept any kind of (perceived) failure

« the all-encompassing nature of the military may mean that members are not practiced in
various aspects of civilian life (like renting a house independently or obtaining civilian
medical treatment) (DFWA, sub. 118, pp. 14-16).

The result of this process, and subsequent years in the military, is a mindset focused on the
team rather than the individual, an aversion to perceived weakness, a reluctance to seek help,
and (for some) difficulty functioning in the civilian world, particularly in the early stage of
transition (DFWA, sub. 118). As the Department of Veterans’ Affairs (DVA) put it:

Military culture can be expressed as a form of ‘selfless service’ in that that the duty of military
personnel is above and beyond an individual’s needs: it reflects higher order needs of the military
unit, of the entire military force, and of the country.

Accordingly, serving and former military personnel might still tend to view personal issues and
individual wellbeing as inappropriate or selfish. Accordingly, individual health issues and
problems might go unreported. The avoidance of care does not mean there is an absence of need,
and this is a critical element of support for veterans. (sub. 125, p. 12).

Despite this, most service members leave the military and successfully transition into civilian
life. After a period of adjustment, they typically lead lives similar to the general population
(section 2.2). However, the transition process can trigger or exacerbate service-related
conditions. For example, service members who were exposed to trauma while serving can
find it difficult after service to come to terms with actions taken while serving
(NMHC 2017b). Military personnel have higher than average rates of mental health
disorders, especially after service, and in some cases this manifests in difficulties integrating
back into civilian life (chapters 7 and 17).

Some of the other challenges transitioning members face include loss of identity, separation
from social support, having to make choices that were previously made for them, and the
different mindsets of the civilian and military worlds. The transition experience has been
compared to divorce in terms of its impact (chapter 7). Another comparison is the ‘culture
shock’ of an expatriate returning from a long period of time overseas — the experience is
simultaneously familiar and alien. And although many members find the skills gained in
their service to be transferable, the challenges of transition can be compounded by not being
able to find satisfying employment.
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Differences across service branches and service type

Military service is not homogenous and employment in the ADF can be very different
depending upon the branch, role and service type. Obvious differences include the physical
environment (such as deployments at sea compared with land-based deployments), different
training requirements and the proximity and nature of combat risks.

Different military service experience manifest different outcomes, including in rates and
types of injuries.

o The Army — while making up about half of ADF permanent personnel and 57 per cent
of combined reserve and permanent forces (DoD 2018f, p. 85) — is responsible for about
71 per cent of claims relating to post-2004 service (DVA MRCA claims data).

« Naval personnel (serving and ex-serving) have a higher incidence of suicide relative to
the other service branches (AIHW 2017b) and a disproportionate share of claims for
bipolar disorder, tinea and migraines (DVA MRCA claims data).

These differences also manifest in differing injury and claim rates — with discharges from
the Army more likely to be on medical or other involuntary grounds (about 27 per cent) than
those from the Navy and Air Force (about 23 per cent and 13 per cent respectively) (DVA
and DoD 2018).

There are several other differences across the service branches.

« The proportion of female recruits differ significantly between the services — highest in
the Air Force and the lowest in the Army, and they are typically most represented in
non-technical general entry (non-officer) roles (figure 2.3).

« The median length of service differs between the service branches — ten years in the
Air Force, and seven years in the Army and Navy (DoD 2016c, p. 17).

There are also differences in the patterns of injury between operational and peacetime
service. For example, veterans with operational service (in any of the branches) appear to
have a higher incidence of post-traumatic stress disorder (PTSD) once they have left military
service (Van Hooff et al. 2018b) and they proportionally claim more for this condition (DVA
claims data).
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Figure 2.3  Proportion of female ADF recruits by service branch and
entry stream in 2017-18
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The changing nature of military service

The nature of military service has evolved as Australia’s strategic needs, military operations
and technologies have changed. For example, most of Australia’s military casualties in the
first half of the twentieth century were attributable to the brutal combat and conditions of the
world wars — about 98 per cent of all deaths by the Australian military on deployment
occurred during the two world wars (box 2.3). Today, most injuries occur during peacetime
service — about 76 per cent of all MRCA claims relate to peacetime service (DVA claims
data). As the Alliance of Defence Service Organisations noted:

The mass slaughter on the Western Front stands in stark contrast to the very low number of deaths
in the MEAO [Middle East Area of Operations] over almost three times the duration of combat
operations. Battlefield casualty evacuation, inflight triage and rapid transfer to major hospital
facilities once the casualty is stabilised are key differences. (sub. 85, p. 43)

The conditions of the profession has changed. Those who fought in World War | were
low-paid civilian volunteers who were expected to fight for the duration of the war and then
transition back into the workforce at a time of limited government welfare and health care
(chapter 3). Today the military is a well-remunerated professional force with access to
comprehensive health care inside the military and access to mainstream universal health care
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outside the military. Deployments are much shorter, typically 4-8 months, although many
go on multiple deployments (DoD 2016c, pp. 19-20). As Ricky Ryan put it:

The ADF has evolved from a poor-paying service career under lousy conditions with
questionable clothing, uniforms, et cetera, to now where people have good service pay, good
military superannuation, far better conditions than we endured in our day, and I can probably, as
an aside, a Vietnam veteran, | think we got about $1.60, $2 a day for being in a combat zone as
opposed to the allowances which we believe are quite generous for those that now serve in
operational service. (trans., p. 203)

Box 2.3 Scale of Australia’s military campaigns

Australia’s history of engagement in overseas military campaigns predates Federation. Major
conflicts involved deployments to the Boer War, World War I, World War I, Vietham, Korea, Iraq
and Afghanistan. Australia also played a major support role in peacekeeping and other missions
across Europe, Africa, the Middle East, and East Timor.

By far, Australia’s largest conflicts were its involvement in the two World Wars. In part, this reflects
the scale and nature of the conflicts. For example, during World War |, about 330 000 Australians
(out of a population of less than 5 million) deployed overseas and in World War Il about 1 million
served in the military (out of a population of about 7.5 million), either at home or abroad. Today
the Australian Defence Force stands at about 58 000 with about 2400 deployed overseas or on
border patrol (DoD 2018f, p. 80, nd).

Australian casualties in overseas? military operationsP
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a This includes service people within Australia during the World Wars. P As at 2013. Deaths are
taken from the Roll of Honour and deaths that occur in the World Wars and include deaths that
occurred during service for several years after the formal end of the wars. The casualty records
are narrower and end when peace was declared. Casualties sums up deaths, serious injuries
and those who were taken captive as prisoners of war. Injuries not resulting in death,
post-Vietnam, are not known and are probably underestimated here.

Sources: Australian War Memorial (2019) and National Archives of Australia (2018).
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And the nature of warfare has changed. Chris Masters in his book on the modern Australian
soldier — Uncommon Soldier — said:

... the battlefield has changed. Ground wars were not so often being fought in abandoned
farmland and deserts, through defined trench lines and barbed wire. Instead the battlefield was
all around us in remote villages, neighbourhoods, nightclubs and multiple-story office buildings.
(2012, p. xii)

And, quoting the former Army psychologist, Damien Hadfield, the head of the New South
Wales RSL James Brown commented in Anzac’s Long Shadow:

... many factors could lead to the conclusion that the modern battlement is more stressful than
the old ... ‘A soldier in the trenches of France in World War I found himself in horrible
conditions, but there was some sense of reality ... The enemy was generally to the front, behind
him was relatively safer, and to become cut-off meant big trouble.” Now soldiers in all
ground-operation roles are within close range of lethal enemy fire, and many in non-combat roles
are powerless to do anything to improve their chance of survival. (2014, p. 114)

Brown also argued this can be made worse by some members feeling their service was easier
than what the diggers at Gallipoli went through. One officer commented to Brown:

It’s not Gallipoli and that’s all their families understand. They get home and the people around
them want to know how many battles they were in, how many enemies they shot, and they don’t
understand it’s not World War I anymore. More importantly, the soldiers don’t feel they lived up
to the Anzac legend. (2014, p. 112)

Reserve service

The reserve ADF are a latent force that can serve alongside the permanent force when
required (including deployment on operations). Reservists can be ‘active’ or ‘standby’ —
the former have to perform a minimum number of days of service while the latter only have
to register their address and have a medical exam each year (former ADF members are
automatically standby reservists) (DoD nd, pp. 23-25).1 A sizeable proportion (31 per cent)
of the 25 770 members of the active reserve force were previously permanent ADF members
(DoD 2016c, p. 31). There are also specialist reservists such as doctors, lawyers and
psychologists.

The reserves have been part of the Australian military since Federation. Historically they
made up the bulk of Australia’s peacetime forces, but following World War 1 the permanent
forces have become much larger. The Defence White Paper highlighted the critical role
played by reservists in achieving Australia’s strategic objectives.

The ADF is increasingly drawing on the skills and expertise of Reservists to deliver defence
capability. Many Reservists have critical specialist expertise not readily available within the

1 The terms standby and active are obsolete with the ADF Total Workforce Model (box 2.4), but are used
here for ease of reading. What is now called SERCAT 2 corresponds to what used to be called standby
reserve service, while SERCAT 3-5 correspond to what used to be called active reserve service
(ADF 2018a).
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Permanent ADF, such as specialist medical and technical skills. Reservists are an important part
of the ADF’s deployed capability on operations within Australia and overseas. (DoD 2016a,
p. 148)

There is considerable movement of members between the permanent and reserve forces.
About 18 per cent of those deployed overseas between 1999 and 2016 were reservists, and
about 25 per cent of recently transitioned veterans remained in the active reserves
(DoD 20164, p. 148; Van Hooff et al. 2018Db, p. iv). Defence’s ‘Total Workforce Model’ will
further loosen the distinction between the two (box 2.4).

Box 2.4 The Total Workforce Model

Beginning in 2015-16, the Australian Defence Force has progressively moved to increase the
flexibility of its workforce, by adopting a new ‘Total Workforce Model’. The Total Workforce Model
is designed to ‘draw on the skills and experience of its [ADF] entire workforce in a more agile and
integrated way’ (DoD 2018e).
Rather than ‘Permanent Force’ or ‘Reserves’, the Total Workforce Model features a continuum of service
categories that better reflect the type of service provided. (DoD 2017f, p. 95)

The service arrangements are described in terms of service categories (SERCAT) and service
options. There are seven SERCATS, ranging from permanent members working full time
(SERCAT 7) to what was previously called the inactive reserve — members of the Reserves who
do not render service and have no service obligation (SERCAT 2). Employees of the Defence
Australian Public Service who are force-assigned are SERCAT 1.

The number of days each Australian Defence Force reserve member works in a year can vary
substantially, depending on their SERCAT, personal circumstances and organisational need.

Families of veterans

The ADF provides families with a number of services such as assistance with child care,
education, and support for partners’ employment. Families also benefit from the rent and
mortgage subsidies that are provided for members. About two thirds of serving members are
married or in an interdependent relationship and about two fifths have dependent children
(DoD 2016c, pp. 15, 49).

Family life during service

Many aspects of the lives of defence families mirror those of civilian families. However,
having a partner or parent in the military can present several challenges.

« Regular postings and relocations can disrupt families by interfering with children’s
schooling, requiring partners to find new work and making it more difficult for families
to build strong roots in their community. A recent study conducted as part of the
Transition and Wellbeing Research Programme (box 18.7, chapter 18) showed about
60 per cent of ADF members had been in the same home for four years or less whereas
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43 per cent of the general public have moved house in the past five years (ABS 2010;
Daraganova, Smart and Romaniuk 2018, p. 94; Smart, Muir and Daraganova 2018, p. 8).
It also found that children of serving ADF members moved schools more frequently than
civilian children (Smart, Muir and Daraganova 2018, p. 8).

Irregular (and sometimes long) hours of military service can cause distress and
disturbance to regular family life — service members spend about 78 nights a year away
from home on average and about two thirds of members work more than forty hours a
week. Regular service-related absences can also make it more difficult for partners to
work — about 17 per cent of service members whose partners do not work cite the
member’s service-related absences as the main reason (DoD 2016c, pp. 22-23, 27).

Deployments can cause long separations between service members and their families.
This could cause a range of problems for children and partners, and some studies have
found that partners perceive deployment to affect their family life even where there is no
evidence of an effect on physical and mental health of families (Dobson et al. 2012b,
p. 43; McGuire et al. 2012, pp. 10-15) (box 2.5).

The psychological distress experienced by some service members has been shown to
have a direct impact on the wellbeing of their families (McGuire et al. 2012, pp. 10-15).

Overall, about half of surveyed ADF families believe that the demands of service had a
negative impact on their family. Further, 14 per cent were dissatisfied with their links to the
general community and a quarter were dissatisfied with their links to the Defence community
(DoD 2017a, p. 6). Nonetheless, about half of the partners of ADF personnel wanted their
partners to continue serving in the long term or have not considered them leaving
(DoD 20174, p. 36).

However, military service can also have positive effects on family life, such as greater
financial resources that provide opportunities that may not otherwise been available. And
recent Australian research on the wellbeing of veterans’ families (box 2.6) found a range of
positive effects.

Areas in which positive effects predominated were (a) relationships with immediate and wider
family members, and (b) for civilian spouses/partners, their financial situation. Areas in which
negative effects predominated were mental health, employment and careers for civilian
spouses/partners. Areas in which the majority reported no effects were (a) physical health for all
types of FWS [Family Wellbeing Study] family members, and (b) mental health, employment,
careers and their financial situation for the parents and adult children of ADF members.
(Daraganova, Smart and Romaniuk 2018, p. 253)
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Box 2.5 Studies on the effect of deployment on families

There are only a few Australian studies on the effect of deployments on the wellbeing of service
members’ families, but these studies point to some negative effects.

The Middle East Area of Operations Health Study found that over 60 per cent of those surveyed
stated that their military commitments had negatively affected their marriage and children. More
deployments and greater time on deployment were both associated with increased negative
effects on families (Dobson et al. 2012a, p. 82).

The Vietnam Veterans Families study compared the outcomes of children of Vietham veterans
who deployed to children of Vietnam-era military personnel who were not deployed. It showed
higher incidence of mental health problems, suicidal thoughts and behaviours and substance
abuse among the children of the deployed veterans (Forrest, Edwards and Daraganova 2014,
p. 105).

The Timor-Leste Family Study compared outcomes of families of veterans who deployed in
Timor-Leste to families of veterans who did not deploy. This study found little association between
deployment and physical and mental health — the number of deployments also did not seem to
matter. The authors concluded that this may reflect ‘healthy family effects’ where families that
would be disrupted by deployment put pressure on their partners not to deploy, skewing the
results. An exception to this trend was the reported behaviour of children, which was negatively
affected by having more deployments (McGuire et al. 2012, pp. 10-15).

However, the psychological distress of family members was found to be strongly correlated with
the mental health of the veteran (especially for those with post-traumatic stress disorder),
indicating any mental health effects of general service or deployment will affect families as well
(McGuire et al. 2012, pp. 10-15).

There is some evidence from the United States that deployment can benefit families of veterans
— in particular the security and opportunities created by greater household income and the sense
of pride to be supporting their country seemed to offset many of the problems intrinsic to overseas
deployment (Hosek, Kavanagh and Miller 2006, p. 19). These results may not necessarily
generalise to the Australian veterans and their families.

Also, ‘combat exposure’ — as distinct from the more common experience of overseas
deployment — has been found (in international studies) to have a more detrimental effect on
the long-term wellbeing of families (Burland and Lundquist 2013, p. 166). The Australian
Families of Military Research and Support Foundation said:

... research findings support the contention that partners of combat veterans have a significantly
higher risk of developing psychological problems as a result of living with, and caring for, their
veteran partners, and that the prevalence of these problems compares unfavourably with the
general population. (sub. 34, supplementary paper, p. 3)
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Box 2.6 Wellbeing of veterans’ families

The Family Wellbeing study, conducted as part of the Transition and Wellbeing Research
Programme (box 18.7, chapter 18) looked at the wellbeing of families of Australian Defence Force
members (and former members) who served sometime between 2010 and 2014. It found that:
Overall, the Family Wellbeing Study provided a positive picture of how Australian families of military
members were faring. Most families of Current Serving and Ex-Serving ADF members seemed to be
progressing well across many life areas, with only a few exceptions ...
These findings suggest that, despite the pressures that a military family lifestyle can bring, Australian military
families are generally resilient and find ways of coping. (Smart, Muir and Daraganova 2018, p. 16)

The wellbeing of spouses and children of current serving and ex-serving veterans was compared
across a number of indicators.

e Financial hardship. Families of ex-serving members were significantly more likely to
experience numerous types of financial hardship than families of serving members — including
not being able to pay their mortgage or rent on time, and having to ask for financial help from
friends or family.

e Residential and school mobility. Families of ex-serving members tended to move less
frequently than serving members.

e Spouse employment. Less than half of spouses of military personnel had paid employment as
their main source of income. Spouses of ex-serving members were more likely than spouses
of serving members to have their partners’ employment as their primary source of income
(about 51 per cent and 44 per cent respectively).

o Family relationships. Similar proportion of spouses of serving and ex-serving members rated
their relationship with their partner as unhappy. Spouses of ex-serving members were much
more likely than spouses of serving members to categorise their relationship as abusive
(8.4 per cent compared to 3.1 per cent).

o Mental and physical health, and risk taking. Spouses of serving and ex-serving members had
broadly similar levels of poor physical health and poor quality of life. However, spouses of
ex-serving members were much more likely than spouses of serving members to have had
suicidal tendencies in the past 12 months and to have ever been concerned about their
partners’ mental health.

Unfortunately, none of these indicators were matched (adjusting for demographics) to similar
figures for the broader Australian public.
Source: Daraganova, Smart and Romaniuk (2018, pp. 113-117, 124-125, 129-132).

Family life after service

Family members can play a critical role in providing support and companionship when
defence force members are re-integrating following deployment, and when they are
transitioning out of military service (box 2.7). The transition period can also be difficult for
members of a veteran’s family (chapter 7).
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Box 2.7 Participants’ views on the challenges faced by veterans’
families

The War Widows’ Guild of Australia emphasised the disruption that constant relocations can have
on the families of serving members.

The Defence Family is expected to move frequently, meaning spouses (or significant others) are
uprooted from their place of employment, neighbourhood, friends and families. Often there is no prospect
of being re-employed in the new location. Family support may be unavailable in a new environment and
friends may be non-existent. All these factors together ensure that the family suffers just as significantly
as the member. Children are moved within educational institutions which is disruptive and unsettling for
the child. (sub. 87, p. 1)

Another participant, Melanie Pike, described the challenges of living with a veteran that has
suffered service-related injuries.

So often, we the partners and family members, are in the background fighting our own battle to survive
in this incredibly difficult and overwhelming space we find ourselves in. The ripple effect of living with
someone who suffers from war-related mental and physical injuries can never be underestimated nor
ignored. (sub. 56, p. 1)

One participant, Fiona Brandis, described the challenges and hardships she faces as an unpaid
carer for her veteran husband with minimal support.

Over the past three years the burden has been solely mine to care for my (below school age) children,
manage the household, hold down a full-time job and provide support to my mental ill spouse who often
presented extreme symptoms and behaviours ... | used to be a happy person with a normal life; now I'm
receiving treatment for anxiety, depression and adjustment disorder. | also cannot see anyone in uniform
— even in innocuous circumstances, such as diggers collecting donations for Legacy — without having
a panic attack. The costs of my own psychological counselling, prescription medications, GP referrals,
time lost off work, etc., must all be self-funded. (sub. 103, pp. 1-2)

And RSL Queensland said:

... life in Defence brings about many challenges, particularly for families. Postings often result in
numerous relocations, severing ties with local community and friends. Personnel can be away on
deployments for extended periods of time, leaving their spouse to bear the brunt of household
responsibilities. The risk of injury and developing mental health issues is relatively high compared to
other professions. Difficulties for their spouse to find or maintain meaningful employment can create
additional stresses. ... On average, the Defence Family rate their Quality of Life (QOL) as 6.7 out of 10.
This is significantly lower than the general population, for which the average is 7.6. (sub. 73, pp. 44, 47)

Many partners become primary caregivers to veterans if they are severely injured as a result
of their service. Mates4Mates said:

... the adverse physical and psychological effects that military service can have on our service
men and women can also seriously affect the family unit. Integral to supporting veterans and
ensuring they feel their life has stability, security and harmony, is providing direct support to
their family and loved ones. (sub. 84, p. 7)

When an ADF member is killed during service, or when a veteran dies later as a result of
service, this loss will significantly affect their widow(er) and children, and the parents and
siblings of the veteran.
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Recognition and remuneration

Military service is ‘recognised by a number of Australian Government arrangements that are
specific to Defence personnel. This includes remuneration and compensation arrangements’
(DoD, sub. 127, p. 8). For example:

remuneration arrangements and allowances — starting at about $60 000 for an Army
private, service personnel on average are paid about 30 per cent more than public
servants employed at similar levels of seniority in DoD (Peever et al. 2015, p. 55; box
2.8). ADF members also receive tax-free deployment allowances (which explicitly
recognise exposure to ‘hazards’), location allowances and a service allowance that
specifically rewards the special restrictions that the military imposes on its members
(box 2.8).

comprehensive free health care designed to maximise the health, fitness and preparedness
of ADF members

rehabilitation services, including early intervention and support to return to work

a culture of support for the welfare and whole-of-life needs of members (though this is
always balanced against the needs of the military)

medals, memorials, commemorations and other honours as well as the high regard of the
military in the community

a relatively beneficial (by international standards) compensation and rehabilitation
system for injured veterans (chapters 3 and 14).

Other benefits from military service include a sense of camaraderie and purpose. The
Department of Defence said:

The sense of camaraderie and purpose which underpin military service are considered its greatest
strength. Camaraderie is associated with life-long friendships and, to a degree, co-dependence
on the unit. It is, however, only occasionally replicated in civilian life; its absence can create a
deep sense of loss following transition from the military. (sub. 127, pp. 8-9)

Commenting on the intrinsic rewards of serving in the ADF, one veteran said:

I loved my career in the [Royal Australian Air Force] and it was the most significant experience
that not only changed my life but also gave me a purpose. | cannot express what the experiences
I had and the years of service have meant to me. It is simply indescribable. | enjoyed the
camaraderie and the unity and the exhilaration of everything | did, saw and shared. The
experiences | had are things that can never be experienced in a normal working environment
(Neil Robson, sub. 146, p. 2).

The Senate inquiry into suicide by veterans also noted that:

The members of the ADF receive some of the best training in the world and leave service with
valuable skills and experience that can be transferred to benefit the Australian society in a broad
field of endeavours. (SFADTRC 2017, p. xvii)
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Box 2.8 Australian Defence Force remuneration

The base pay rates of Australian Defence Force (ADF) personnel are a function of rank,
competency in a particular role (referred as ‘grade’) and time (reflected in ‘increments’). The
combined effect of grades and increments mean that members of lower ranks can sometimes be
paid substantially more than their superiors, depending on role and experience.

Pay scale2 of selected ADF ranks in 2018

Army rank Navy rank Air Force rank Salary range ($)
Colonel Captain Group captain 150 728-201 087
Lieutenant colonel Commander Wing commander 128 194-178 469
Captain Lieutenant Flight lieutenant 70 334-130 704
Lieutenant Sub lieutenant Flight lieutenant 58 467-111 363
Second lieutenant Acting sub lieutenant Pilot officer 54 626-102 493
Sergeant Petty officer Sergeant 63 389-104 792
Corporal Leading seaman Corporal 54 776-95 824
Private Seaman Aircraftman/women 48 325-87 008

a Excludes the $14 271 service allowance that all members below the rank of Lieutenant Colonel (or
equivalent) receive.

ADF personnel also receive allowances for postings to remote locations within Australia (up to
about $28 000 each year) and tax-free allowances for overseas deployments (up to about
$160 each day). There are also qualification- and occupation-based allowances (such as for
proficiency in a particular language).

In addition, the ADF recognises other ‘unique’ features of military employment through a service
allowance (currently just over $14 000) received by all personnel below the rank of Lieutenant
Colonel (or equivalent):

Service allowance compensates for the special demands of Service life to the extent that they are not
fully compensated by the payment of on-occurrence allowances, additional leave or other benefits. The
allowance compensates a member for factors such as, but not limited to:

e the requirement to be on call and the liability to work long and irregular hours including weekends,
public holidays and shifts;

e the turbulence in postings caused by the liability to be moved frequently, and often at short notice, to
meet the needs of the Service and the effects of this on the member and the member’s family;

e the requirement to submit to discipline and control in personal and employment matters in which a
civilian generally has some freedom of choice;

e the requirement at times to live and work in uncomfortable conditions; and
e the requirement to frequently be away from the home location. (DoD 2017d, part 2)

Sources: DoD (2017d, part 2, 2018d).
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2.2 A profile of the veteran community

There is limited data and evidence on the veteran community. While the Australian Institute
of Health and Welfare (AIHW) published 4 profile of Australia’s veterans (AIHW 2018a),
which provides a comprehensive summary of the currently-available evidence, there are
persistent gaps in data and evidence on veterans and veterans’ supports (chapter 18).

In some areas, such as overall mortality and employment, veterans appear to achieve
outcomes that are as good as, and in some cases better than, the general community.
However, in areas such as mental health (PTSD, depression and substance abuse) and
suicide, homelessness and family breakdown, veterans do not fare as well as their civilian
counterparts. Within these broad trends, there are differences between cohorts of veterans.

Demographics

The number of living Australian veterans is not known. The RSL (2016, p. 5) estimates the
number of veterans to be somewhere between 300 000 and 500 000. DVA estimates that
there were just over 640 000 living veterans (serving and ex-serving) including reservists
who have never deployed or served on a permanent basis at the end of June 2018 (figure 2.4).
Ex-serving veterans comprise about 2 per cent of the general population.?

Clients accessing supports through DVA are a minority of the total veteran community
(figure 2.5). As DVA said:

Except for veterans who have enlisted since early 2016, or were transitioned since mid-2016, the
majority of living veterans are not known to DVA. (sub. 125, p. 8)
What is known is that the veteran community is a diverse group. As DVA said:

The stereotype of a veteran as an elderly white male does not represent the demographics of the
current Australian veteran population. The veteran community is far from homogeneous; it has
significant diversity, including:

« age: from younger veterans to older WW2 veterans
« gender: veterans are mostly male, but with an increasing number of female veterans

« different forms of military training and operational experience (including war, peacekeeping,
border protection, and others)

o dependants: mainly females and children.

Other characteristics all vary widely across the veteran population, including: ethnicity and
religion; education; post-military service employment and economic means; health and
wellbeing status; and community participation. (sub. 125, p. 8)

2 This is based on DVA estimated numbers of living veterans (641 300) minus the 58 000 permanent and
20 000 reservist ADF personnel (DoD 2018f, pp. 80, 83) to work out the number of ex-serving veterans.
The Australian population is about 24.9 million, implying that veterans are about 2.6 per cent of the general
population and ex-serving veterans are about 2.3 per cent of the general population (ABS 2018b).
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Figure 2.4  DVA estimates of the number of living veterans
Split by conflict? and service typeP

700000 641 300

600 000 541300

500 000

400 000

300 000

200 000

100 000
100 000 58 200 41 500 19,300
Total Total full time Reservists Post-1999  Vietnam War Second World
service conflicts War
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does not include reservists who have previously undertaken full-time continuous service or ‘qualifying
service’ (chapter 3).

Source: DVA (2018g, p. 23).

Figure 2.5  Only a minority of veterans access DVA support
Proportion of veteran subpopulations that are DVA clients
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Sources: DVA (sub. 125, p. 8) and Productivity Commission estimates based on DVA client data (as at
30 June 2018).

Estimating the number of dependants is even more problematic. There are about
33 000 spouses of ADF members and about 117 000 DVA dependent clients (including
dependants of veterans who have died or been severely impaired) (DoD 2017a, p. 53;
DVA 2018g, p. i). However, it is not known how many living ex-serving personnel have
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partners or children. Based on the information that is available, however, it seems that most
veterans have partners.

o About two thirds of serving members are married or in an interdependent relationship,
while about a third are single (DoD 2016c, p. 15).

« About two thirds of recently transitioned veterans are living with their partners (Van
Hooff et al. 2018b, p. 44).

That said, ex-serving members are more likely to be living alone and have a smaller average
household size than serving members (Daraganova, Smart and Romaniuk 2018, p. 109).

Employment

Veteran employment statistics are also sparse. However, the Mental Health Prevalence Study
conducted as part of the Transition and Wellbeing Research Programme (box 18.7,
chapter 18) provides some useful insights on employment (figure 2.6). It found that more
than 80 per cent were engaged in purposeful activity and nearly two-thirds were employed.

In 2018, Defence started surveying discharging members. It found that employment
outcomes are broadly similar to the general population for those who voluntarily discharged
but poorer for those who are medically discharged. The rates of employment and labour
force participation were also found to be generally similar to the broader community (but
may not be representative due to low response rates) (DoD 20179).

Health

Robust evidence on the health and wellbeing of veterans is also patchy. Common problems
include:

« alack of comprehensive health data on the veteran community

« alack of comparable data for the general population for some health problems (including
mental health)

« an inability to determine the causal impact of military service on veterans’ health and
wellbeing (box 2.9).

The available information that looks at recently serving and ex-serving veterans (both
domestic and operational) seems to imply that veterans who have served since 2000 have
much lower mortality than the general community, but have a higher prevalence of mental
health disorders. Ex-serving veterans also have higher rates of suicide, especially those under
age 30 (chapter 17).
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Figure 2.6  Veteran employment outcomes
Ex-serving personnel who transitioned between 2010 and 2014
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Source: Van Hooff et al. (2018b, pp. iv, 44).

Studies of veterans of recent conflicts found no relationship between deployment and health
or mortality, in comparison to personnel who did not deploy. However, the one study that
did allow for longitudinal analysis found a higher incidence of various health conditions
following deployment to the Middle East (Davy et al. 2012). The conditions included
psychological distress and PTSD symptoms, alcohol usage, suicide ideation, cardiovascular
risk and lung function issues (box 2.10).

For some older cohorts of veterans, such as those who served in Vietnam and Korea, there
is both higher mortality and higher prevalence of many serious health disorders, including
cancer (box 2.10).

Results from the Transition and Wellbeing Research Programme (box 18.7, chapter 18)
provide a partial picture of the extent of injury and illness among veterans and also show
that where injury and illness occurs this can significantly affect a veteran’s wellbeing. For
example, the study found recently transitioned veterans report being in poorer health than
the general community — 35 per cent of recently transitioned veterans rate their health as
“fair or ‘poor’, while only 13 per cent of the general population say the same. And medically
discharged veterans were 13 times more likely to rate their quality of life as poor compared
to those who were discharged for other reasons (Kelsall et al. 2018, pp. 209, 337).
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Box 2.9 Some issues in understanding veteran health studies

Most studies have limited scope

Most studies on the health of veterans tend to focus on veterans of particular conflicts (such as
the Vietnam War or the Korean War) or on particular occupations (aircraft engineers for example).
For recently serving veterans, only a few studies have examined a broad sample of both serving
and ex-serving veterans with both peacetime and operational service. They include:

e the 2010 Australian Defence Force Mental Health Prevalence and Wellbeing Study that looked
at mental health of all currently serving members (both those with peacetime and operational
service experience) (McFarlane et al. 2011)

o the series of studies about the wellbeing of serving and ex-serving members conducted as
part of the Transition and Wellbeing Research Programme (box 18.7, chapter 18)

o the partnership between the Department of Veterans’ Affairs and the Australian Institute of
Health and Welfare to build a comprehensive profile of the health and welfare of Australia’s
veteran population (box 18.1, chapter 18).

There is a lack of comparison with the general population

Even where there is information on veterans’ health, it is not always possible to compare it with
information about the general population. For example, in the Physical Health Status study
(Kelsall et al. 2018) conducted as part of the Transition and Wellbeing Research Programme,
there was a decision not to make many comparisons of health outcomes for the general public
(adjusting for age and gender). In other cases, the data simply were not available. For example,
the last comprehensive study of the mental health status of the Australian public was the National
Survey of Mental Health and Wellbeing by the ABS (2007), which was conducted over a decade
ago, so itis difficult to make up-to-date comparisons between veterans and the general population
for mental health conditions.

There are difficulties in inferring causation

Because of the Australian Defence Force’s recruitment policies (people with some existing health
condition are excluded), and the health effects of service (ongoing physical fithess and access to
health care), military personnel would be expected to be healthier than the general population
(McFarlane et al. 2011, p. 2). This ‘healthy-soldier effect’ makes determining the marginal impact
of service on physical and mental wellbeing difficult.

Another confounding issue is that when some conditions manifest themselves in serving
members, they may be medically discharged. One may therefore expect ex-serving members to
be less healthy than the serving population even in the absence of a negative health impact of
military service. Hence, interpreting differences in the health status of serving members to
ex-serving members as the causal effect of military service can be misleading.
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Box 2.10 Conflict-specific studies on veteran health outcomes

Studies of older conflicts

o Korean War veterans have greater prevalence of various health conditions (especially cancer),
greater hospitalisation and lower life satisfaction (AIHW 2003; Sim, Ikin and McKenzie 2005).
The evidence on the health effects of service on veterans of the Vietnam war is mixed.

— One study found that overall mortality for Vietham veterans was lower than for a
comparable Australian male population (Wilson, Horsley and van der Hoek 2005b).

— Another study that controlled for this effect compared the mortality of National Servicemen
who went to Vietnam with those who did not go (both groups were selected in the same
way and the decision to send some to Vietnam was not based on fitness). The men who
went to Vietnam had a higher overall mortality rate than those who did not go (Wilson,
Horsley and van der Hoek 2005a).

— One study uses the conscription lotteries to identify men who did and did not go to Vietnam
and finds no evidence of elevated mortality from 1994 to 2007 among Australian
Vietnam-era Army conscripts (Siminski and Ville 2011).

The Deployment Health Surveillance Program

The Centre for Military and Veterans’ Health program involved four locational deployment studies:
e The East Timor International Force Pilot Study (2007).

e The Solomon Islands Health Study (2009).

e The Bougainville Health Study (2009).

e The East Timor Health Study (2009).

None of these studies found that overseas deployment strongly influenced ADF members’ health
and mortality, compared to those who did not deploy. In fact, deployed personnel were generally
healthier and had lower mortality rates than the comparison group. However, as these studies
were not longitudinal, there were significant potential ‘healthy soldier effects’ (box 2.9) that were
not controlled for.

The Military Health Outcomes Program

This program looked at the relationship between recent deployments to the Middle East and
health and mortality. It comprised:

e the 2010 ADF Mental Health Prevalence and Wellbeing Study

o the Middle East Areas of Operations (MEAO) Census Health Study — which measured
the current health of ADF members who were deployed to the MEAO (2012)

o the MEAO Prospective Health Study — which measured the health of personnel both prior
to and after deployment. It is one of the few Australian longitudinal studies on deployment
(2012)

o the MEAO Mortality and Cancer Incidence Health Study — which collected relevant data on
deaths and cancers from the Australian Institute of Health and Welfare for personnel who
participated in the Deployment Health studies (2013).

Three of these studies found no relationship between deployment and health or mortality in
comparison to personnel who did not deploy, while the longitudinal analysis (the MEAO Census
Health Study) found higher incidence of various conditions and distress markers.
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Mortality

Several studies of recent veterans indicate this group has lower mortality than the general
population. The AIHW found that contemporary male veterans (both serving and recently
transitioned) have about half the mortality rate of the general community, adjusting for age
(figure 2.7). An earlier study that looked at mortality of veterans who had deployed in the
Middle East Area of Operations found that their mortality rate was less than half that of
veterans who did not deploy to this area (box 2.10) (Kanesarajah et al. 2013, p. 16). This
result was robust across gender, age and service branch. Because only those with the highest
medical rating can be on deployment, there is a possible healthy soldier effect.3

Figure 2.7  Mortality rate of serving and ex-serving veterans
Standardised mortality rates?
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@ standardised mortality is a comparison of the mortality of a particular group with the general population,
adjusting for age. A figure less than one indicates lower mortality while greater than one would indicate
higher mortality.

Source: AIHW (2017b, p. 32).

Another AIHW study compared male veterans aged between 50 and 84 years (who served
sometime between 2002 and 2015) to male civilians in the same age bracket (not weighted
by the distribution of ages within this range). It found that the veterans died at about one
third the rate of civilians during this period (AIHW 2018c, p. 19).

However, some studies indicate that older cohorts of veterans have higher mortality rates
than the general population. For example, a study of the mortality of Korean War veterans
found that they had a 21 per cent higher mortality rate than Australian males of the same age

3 Those in the ADF who did not deploy to the Middle East had a higher rate of mortality than those in the
general community mainly due to transport accidents (about four times the mortality rate of transport
accidents adjusting for age and gender).
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(Harrex et al. 2003, pp. 83-85). Further, another study that compared the mortality of
servicemen who fought in Vietnam to those who served in Australia found higher mortality
among those who fought (Wilson, Horsley and van der Hoek 2005a, pp. xix—xx). So it could
be that, for at least some conflicts, late onset disease due to service overwhelms any healthy
soldier effects.

Mental health and suicide among veterans

Mental health care and suicide prevention are key areas of need within both the general and
veteran communities. There has been a heightened focus on veterans’ mental health and
suicide in recent years. This follows a number of veterans taking their own lives while
seeking support from DVA. Increasing concerns about the mental health of veterans have
led to a number of inquiries and reviews. Indeed, the Senate inquiry into suicide by veterans
is the genesis of this inquiry (chapter 1).

While veterans are serving, there are a range of protective factors that are likely to reduce
the risk of mental ill-health compared with the general population (including a strong sense
of purpose, camaraderie and free access to health care). But there are also risk factors —
veterans can be exposed to trauma, and they spend time away from family and relocate
frequently. Further, the ADF culture focuses on order and hierarchy to train recruits and
mould them into warriors. This sometimes results in ADF personnel feeling unable to show
signs of weakness which is a barrier to seeking help. Once veterans leave the ADF, they no
longer benefit from the protective factors that supported them while serving and are at greater
risk of poor mental health. Transition to civilian life can also be a risk factor in itself.

The available evidence indicates that both the prevalence of mental disorders and the
incidence of suicide among veterans is higher than that of comparable sections of the general
population. In particular:

« 54 per cent of serving ADF personnel have been diagnosed with a mental disorder in
their lifetime (which is significantly higher than the comparable section of the general
population)

« ex-serving male veterans under the age of 30 are over twice as likely to die by suicide as
men of the same age in the general population

« recently transitioned ex-serving ADF personnel are four times as likely to rate their levels
of psychological distress as very high compared with the comparable general public
(AIHW 2018g, p. 1; McFarlane et al. 2011, pp. xv, xxi; Van Hooff et al. 2018b, pp. v,
135, 202-203).

What is known is that where mental ill-health does occur, the effects can be severe and
prolonged.

A longitudinal survey of veterans deployed to the Middle East Area of Operations found that
those who were experiencing a subsymdromal or probable mental health disorder in 2010
had about a 78 per cent likelihood of having a probable mental health disorder in 2015,
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compared to only 26 per cent for those who did not have symptoms in 2010. And reporting
suicidality — suicidal thoughts, behaviours and planning — in 2010 was a significant
predictive factor as to whether symptoms of mental ill-health were observed in 2015 (Bryant
et al. 2019, pp. vii-viii, 118).

There is a common perception that most veterans experience mental ill-health. Brown,
commenting on these perceptions, said:

The irony is that these one-dimensional portrayals of veterans bear a close resemblance to the
preconceptions of many Australians I’ve met. Either veterans are chest-thumping heroes or they
are quivering wrecks, ravaged by war. ... It’s as if veterans are trapped in a martial
Madonna/whore complex. On the one hand they are heroic warriors; on the other they are deeply
flawed individuals. (2014, pp. 109-110)

The perceptions of ubiquitous mental ill-health among veterans are problematic for two
reasons. First, they are mostly incorrect. The majority of veterans, at any given point, will
not be suffering from mental ill-health — for example, over half of recently transitioned
ADF personnel have not suffered from a mental disorder in the last 12 months (Van Hooff
et al. 2018b, p. vi). And among the general public, about half can be expected to experience
mental ill-health at some point in their lives and about a fifth can be expected to do so each
year (McFarlane et al. 2011, p. xv).# Moreover, although for male veterans, suicide is a
leading cause of death, this is also true of the Australian public (AIHW 2018c, pp. 10-16).
Second, the mistaken belief that all veterans suffer from mental ill-health may be impeding
their transition to civilian life (chapter 7).

Chapter 17 provides a more detailed summary of the available evidence on veterans’ mental
health.

Homelessness

There is no comprehensive dataset on veteran homelessness and the existing studies are not
representative. That said, surveys of inner-city homeless populations find veterans are
overrepresented. For example, while ex-serving veterans comprise about 2 per cent of the
general population, the State of Homelessness study found veterans were about 5 per cent of
the homeless population across various city centres (Flatau et al. 2018, p.29). And
Homelessness NSW found that 8 per cent of the homeless in inner city Sydney identified as
veterans (Homelessness NSW nd).

Some distinct characteristics of contemporary veterans

Some of the characteristics of ADF members have changed over time. Broader societal
changes have generally been reflected in the military (albeit sometimes with a lag). For

4 This statistic cannot be directly compared with the statistic in the previous sentence as there are gender and
age difference between the two groups that have not been adjusted for.
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example, while historically women were excluded from most military roles (outside of
nursing), now they can serve in any capacity.

In many respects, the characteristics of contemporary veterans are like those of similarly
aged civilians. Numerous participants commented on these traits. For example, the Alliance
of Defence Service Organisations said of contemporary veterans:

Compared with earlier generations:

« their expectations of government are higher

« they expect professional resolution of their issues using the latest technologies
« they insist that advocates focus on the veteran and family

o they specifically want advocates’ support with: suicide awareness, the veteran and family in
crisis and reintegration into community. (sub. 85, p. 11)

And, as is increasingly common among Australians generally, veterans are using social
media to air grievances. RSL Australia said ‘the advent of social media means that any
concerns with any organisation, justified or otherwise, have the ability to proliferate rapidly
and become difficult to control or overcome’ (sub. 113, p. 7).

The age profile of contemporary veterans also impacts the type of services they require.
RSL NSW said ‘when dealing with the system at an individual level, younger veterans
consistently express their desire for a modern, professional, high-quality service offering
independence and choice’ (sub. 151, p. 5).

RSL Australia also said:

... younger veterans do not wish to remain off work and on a lifelong pension if there is any
possibility of a return to work and their expectation is entitlements that provide medical support,
rehabilitation and employment support and an opportunity to move on to the next stage of their
life and continue to support their family. (sub. 113, p. 28)

These characteristics of contemporary veterans will become increasingly important for
policy makers as this cohort reach the end of their service and move into the population of
veterans claiming compensation and rehabilitation as a consequence of their service.
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3 The veteran support system

Key points

e The Department of Veterans’ Affairs (DVA) supports over 283 000 clients at an annual cost
of about $13.2 billion (just over $47 000 per client). Over $5 billion is allocated to rehabilitation
and healthcare services and $7.4 billion to compensation and income supports.

e The majority of DVA’s clients are older veterans and widows of various conflicts including
Vietnam and World War Il, with most resources directed towards this group. That said, there
is a growing contingent of younger veterans.

e The veteran support system arose out of the hardships created by the world wars. The design
of the system reflected the circumstances of the time — when the nature of warfare, military
personnel’s pay and motivations for enlisting, economic participation by women and the
extent of the public health and welfare system, were very different to today.

e The system has expanded incrementally, often in an ad hoc manner. While a number of the
rationales for elements of the scheme have faded, government reluctance to reduce
entittements (and veteran pressure against doing so) means that opportunities to remove
duplication and redundancy have been missed.

e One result of this is that, today, the veteran support system is complex. Support is provided
under three main pieces of legislation and covers:

— liability based supports — which give veterans (and their families) treatment for their
condition, compensation for loss of earnings and pain and suffering (or for death),
rehabilitation and community care supports (such as attendant care)

— parallel human services — a set of veteran-only supports that (often more generously)
mirror the healthcare, aged-care and aged-pension services available for civilians.

e The system also discriminates between veterans based on where and when they served. A
veteran may have claims under multiple Acts for the same condition, which can require
complex offsetting arrangements.

e Several government bodies are involved in administering the system, with the DVA having
the primary role.

— Veterans’ organisations support the veteran community, including by providing advocacy
services for veterans submitting or appealing claims and by providing financial support.

o« DVA'’s client base and costs are declining — mainly because of the loss of the large cohorts
of older veterans and war widows. However, at the same time, the cost of new military injuries
and ilinesses appears to be increasing. The costs of the relatively small veterans’ invalidity
and death insurance system administered by the Commonwealth Superannuation Corporation
are also increasing.
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From its beginnings as a system of compensation and repatriation for the returned veterans
of World War I and widows of those who served in that conflict, veteran support has evolved
into a generous but complex system. Understanding the original rationales for the various
elements of the system, and how they have evolved, is instructive for identifying the system’s
merits and areas for potential improvement. This chapter traces the development of key
features of the veteran support system (section 3.1), before describing the system as it is
today (section 3.2). It then gives a snapshot of the system’s entitlement mix and costs
(section 3.3).

3.1 How the system of veteran support evolved

The system originated with the first Anzacs

Prior to World War I, war veterans relied on a mix of private charity (through ‘patriotic
funds’) and discretionary benefits provided by the Department of Defence (DoD) under the
Defence Act 1903 (Lloyd and Rees 1994, pp. 24-25; Sutherland 2004, pp. 40-1).

When Australia became involved in World War 1, there was pressure for a more robust war
veteran support system.

« Compensation was needed to help recruit volunteers (even those already in the defence
force could not be compelled to serve overseas) who were to be paid less than the
minimum wage.

e Australian Government workers’ compensation did not apply to overseas military forces,
and government and welfare services at that time were very basic.

« The benefits available from DoD for war widows or incapacitated veterans were highly
discretionary.

« Veterans of the Boer and Sudan conflicts were not given access to any compensation,
which could have dampened recruitment efforts if not for a new war pensions scheme
(Lloyd and Rees 1994, pp. 16-17, 19, 24; Sutherland 2004, pp. 41-42).

The Australians deployed in World War | faced terrible conditions and hardship, and the
scale of sacrifice required by the nation was huge. As the Alliance of Defence Service
Organisations said:

During WWI, from a population of around 4.9 million, 416 809 men! (38.7% of male population)
enlisted, of whom 61 514 were killed and around 156 000 wounded, gassed or taken prisoner. In
other words, around 43.9% of veterans, or around 14.5% of the male population, returned with
some level of incapacity. The consequences overwhelmed the Nation. (ADSO, sub. 85, p. 44)

The Australian Government responded first with the War Pensions Act 1914, which provided
pensions for widows and disabled veterans that were proportional to the previous military

1 Of those who enlisted, about 330 000 personnel were deployed (NAA 2018).
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pay of the veteran (this later moved to a system based on degree of impairment). Although
the Commonwealth workers’ compensation scheme of the time was based on lump-sum
payments, the veteran scheme was based on lifetime pensions.

The pension basis ... was a necessary approach to compensation for the injured veterans of
World War 1 and their dependants. The Australian economy could not have afforded the
relatively generous [lump sum] provisions of the MRCA [Military Rehabilitation and
Compensation Act 2004] scheme applied to such a large number of injured veterans and
dependants. (Peter Sutherland, sub. 108, p. 1)

Commenting on the rationale for lifelong pensions for widows, Peter Sutherland said:

Until the 1960s, most marriages were long-lasting ... and many wives were expected to stay out
of the workforce and be supported by their husbands. This provided a rational basis for the war
widow pension. (sub. 108, p. 1)

The Government later sought to aid the reestablishment of returned service personnel (both
with and without war injuries) and in 1918 created a Department of Repatriation overseen
by a Repatriation Commission (a seven-person honorary group headed by a Repatriation
Minister), which drafted the regulations that specified most of the repatriation benefits
(Lloyd and Rees 1994, p. 81; Payton 2018, p. 1). The benefits included:

« assistance for veterans to find employment, and ‘sustenance’ payments until they did
« loans to veterans to start businesses and for various other purposes

« rental assistance (Lloyd and Rees 1994, pp. 88-89).

Edward Millen (the first Minister for Repatriation) outlined the goals of repatriation.

[Repatriation is] not the mere conferring of money or other gifts on a soldier for services
rendered, but ... . implied an effort on behalf of the nation ... to aim at and as far as possible
secure the satisfactory reestablishment in civil life of the returned soldier. That carries with it the
obligation that where men returned maimed or wounded, in order to secure their satisfactory
reestablishment in civil life, everything possible should be done to secure their return to health,
or to make good the physical defects from which they are suffering. (Toose 1976, p. 26)

This new repatriation system also included medical treatment for veterans injured as a result
of their service. To this end, a network of repatriation hospitals (which included former
military hospitals) was established. Initially, treatment was restricted to the war-related
injuries of veterans but was (to a limited degree) extended to war widows, war orphans and
widowed mothers of unmarried deceased soldiers in 1924 (Clarke, Riding and Rosalky 2003,
pp. 486-487).

Australia was unigue in providing a coordinated government program to aid veterans without
war injuries to settle back into civilian life.

Those with peacetime service continued to be covered by the Commonwealth workers’
compensation legislation. The Repatriation Act 1920 (which had succeeded the War
Pensions Act) was specific to World War | veterans and had to be amended, or duplicated,
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each time a new conflict occurred, meaning veterans of multiple conflicts could be covered
by multiple Repatriation Acts (Lloyd and Rees 1994).

Some of the distinctive features of today’s veteran support system emerged at this time,
including:

 an absence of time limits on claims
e aseparate veterans’ department

« alegislative architecture that meant that some veterans were eligible under multiple Acts
(if they had both peacetime and war service) (Lloyd and Rees 1994).

However, unlike today’s veteran support system, this scheme was restricted to war veterans;
peacetime ex-servicemen had to rely on the same workers’ compensation arrangements as
regular Australian Government employees (Sutherland 2004, p. 42).

Various ex-service organisations (ESOs) were established during this time, including what
would later be called the Returned and Services League (RSL) in 1916. A bargain struck
between the RSL and then Repatriation Minister Edward Millen saw it become (for several
decades) the sole voice of the veteran community — with direct Cabinet access — and a
powerful lobbying force for veterans’ supports (Beaumont 2013, pp. 525-526). These
groups played a pivotal role in the continuity and development of the veteran support system.

If sheer necessity was one reason for an enduring commitment to repatriation, the persistence
and increasing political power of the client groups constituted another. ... the returned soldiers’
groups did not make the mistake of being ‘too dam’ modest’ in their demands. (Lloyd and
Rees 1994, p. 416)

The interwar period and World War I

The combination of the massive human toll of World War I and the poor economic
conditions that followed put a lot of pressure on both the veteran support system and veterans
and their families. According to early Repatriation Commission reports, the number of
recipients was still increasing nearly a decade after the war.

During this period, the Repatriation Department gained a reputation for being stringent in its
application of the eligibility criteria for war pensions. After pressure from the press and
veterans’ organisations, in 1924 the Australian Government established the Blackburn Royal
Commission to examine war pension eligibility (Lloyd and Rees 1994, p.232). The
Commission largely supported the eligibility criteria and the Repatriation Department’s
application of them, and recommended only some small amendments. After further pressure
from veterans’ organisations, in 1929 the government established two appeal tribunals to
assess eligibility and the level of disability (Lloyd and Rees 1994, pp. 233-235). These
tribunals were the first external merits review bodies sustained in the country’s legal system
and have influenced merits review in the veteran support system ever since (the current
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Veterans’ Review Board, for example, has a certain number of ex-service personnel, much
like these original tribunals).

Following a brief, temporary contraction in payment levels (for dependants but not veterans
directly) and restricted eligibility provisions during the early years of the Great Depression,
the Australian Government sought to expand access to benefits.

« Itwidened the eligibility criteria for benefits through a number of legislative amendments
to the Repatriation Act, including by introducing and later extending the ‘benefit of the
doubt’ and ‘onus of proof® clauses. The effect of the former was that when a delegate
was unsure one way or the other, a claim would be accepted and the latter put the onus
on the Repatriation Department to accept a claim unless it could be disproven (Lloyd and
Rees 1994, pp. 276-277). (Veteran support legislation no longer places any onus of proof
on either the DVA or the claimant to prove or disprove claims, instead adopting an
inquisitorial approach — chapter 8.)

e« The Government also responded to ‘burnt out digger’ syndrome, where returned
servicemen were said to have shorter lifespans than their civilian counterparts even in
the absence of a proven disability or illness. To what degree this phenomena was due to
mental illnesses, economic pressures (with decreased veterans’ earning capacity) or other
factors is unknown, but it resulted (in 1936), after some pressure from ex-service
organisations (ESOs), in the ‘service pension’ which duplicated the age pension but was
available five years earlier (because of the veterans’ shorter expected lifespan) or if the
veteran was ‘permanently unemployable’ (Lloyd and Rees 1994, pp. 251-252, 255).
(The service pension remains today, although contemporary veterans typically outlive
their civilian counterparts — chapter 2.)

These and other provisions created a relatively generous veteran support system:

In 1939 Australia’s war pensions were 50 per cent higher than Canadian pensions and 25 per cent
higher than those of New Zealand ... As a proportion of enlisted men, Australia had 41 per cent
receiving veterans’ benefits, compared with 5 per cent in Great Britain and 25 per cent in Canada.
(Lloyd and Rees 1994, p. 266)

World War Il brought an expansion of the repatriation system to cover the one million
Australians who served. Eligibility was extended to those who served within Australia as
well as abroad in this conflict. Reflecting the ‘fervid patriotic context’ of the war, war
pension rates were raised and eligibility was extended so that injuries no longer had to be
‘directly attributable’ to war service and need only to have ‘arisen out of or is attributable to
service’ (Lloyd and Rees 1994, pp. 273-274). Veteran health care entitlements were also
extended during the war (see below). And perhaps due to the impacts on the domestic
economy of the war, benefits aimed at transitioning returned soldiers back into civilian life,
such as business loans, were also extended to those who served only within Australia. Some
veterans, including those whose previous occupations had an oversupply of labour, also had
access to free training, along with a ‘support allowance’ for their studies, which ranged from
short vocational courses to university-level education (Lloyd and Rees 1994, p. 275).
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Critiques and reviews

The early veteran support system, although experimental and sometimes prone to failures
(such as land settlement programs), helped returning service personnel and supported them
and their families. In particular, it benefited many war widows, orphans and veterans
severely injured on duty, who otherwise would have had to rely on the welfare system and
private charity. As one historical account noted, in the absence of veteran support ‘the
quantum of human wretchedness, physical pain, mental anguish and poverty in the
Australian community over three quarters of a century would have been incomparably
greater’ (Lloyd and Rees 1994, p. 419). In this context, the system earned widespread
support.

The strong support for the system meant that calls to independently reform the veteran
support system — such as a proposal for a Royal Commission to examine anomalies in the
Repatriation Act — were not supported by the government of the day. By late 1930s, ESOs
and the Repatriation Department preferred the status quo to reform for fear that independent
examination by ‘laymen’ could result in curtailment of benefits (Lloyd and Rees 1994,
pp. 265-266). This resistance by stakeholders and administrators as well as the generally
sympathetic public meant there were relatively few critiques of the system for some time.

This changed with the publication of Be In It, Mate! by John Whiting, a former repatriation
hospital doctor, in 1969. While Whiting was supportive of pensions and medical treatment
for injured war veterans, he was highly critical of the eligibility criteria used by the veteran
support system. He noted that a number of World War 11 veterans who had never left the
country, nor were ever in imminent danger, were receiving (veteran) disability pensions for
age-related conditions. Whiting also criticised politicians and ESOs for their role in
extending the system and argued that eligibility was not based on sound medical science
(Lloyd and Rees 1994, pp. 325-326; Payton 2018, pp. 67, 70).

The Repatriation Department responded that eligibility was based on more than medical
evidence and that politicians, in designing the system, had also accounted for ‘social,
economic, ethical and emotional factors’ (Lloyd and Rees 1994, pp. 329-330; Payton 2018,
p. 70).

The Government, in part because of the influence of Whiting’s critique as well as the
emerging legislative thicket (see below), commissioned several reviews of the repatriation
system, including a 1973 Senate inquiry and a 1975 report by Justice Toose.

The Senate report noted the increasing financial liability of the veteran support system and
the increasingly complex Repatriation Act. The Senate report also recognised the
opportunity cost of veterans’ benefits and sought ‘a proper balance between an appropriate
range of benefits on the one hand, and to investigate means of reducing the cost to the
taxpayer where feasible” (SSCHW 1973, p. 39).
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The Senate recommended that:

« payment of pensions be moved to the Social Security Department (with the Repatriation
Department to focus on assessment)

« there be a move in emphasis from pension compensation to rehabilitation
« the legislation be redrafted and consolidated

« some of the evidentiary standards provisions (such as ‘benefit of the doubt’ provisions)
be tightened (SSCHW 1973, pp. 30-33).

The RSL and ESOs opposed these proposals and the Government gave assurances that they
would not be followed (Lloyd and Rees 1994, p. 334).

The Independent Enquiry into the Repatriation System by Justice Toose, which evolved out
of the initial internal review by the Department, was tasked with reforms for the ‘rationale,
efficacy and simplification of the Repatriation System’ (Toose 1976, p. 1). However, it did
not achieve substantial simplification and accepted the rationale for all existing benefits
(with the exception of the assessment of incapacity) (Lloyd and Rees 1994, p. 336). Toose
produced a list of principles that promised benefits to the veteran community but did not
make mention of trade-offs or budget constraints (Toose 1976, pp. 40-41).

Legislative complexity increased after the World Wars

Because the original veteran support legislation was drafted to refer only to veterans of
World War I, subsequent conflicts required either amending the main repatriation legislation
(the Repatriation Act) — as was done for veterans of World War 11 and the Korean War —
or creating parallel Acts that largely mimicked it. The latter approach was used for (among
others) veterans of the Indonesian Confrontation, the Malayan Emergency and the Vietnam
War. The outcome was a Repatriation Act with dozens of ‘tacked on’ sections and five
parallel Acts.

Other ESOs emerged over time to aid these new generations of veterans, who often felt
dissatisfied with the RSL establishment. This was most notable for the Vietnam veterans
whose most influential ESO, the Vietnam Veterans Association of Australia (VVAA), was
a major lobbying force in the 1970s and 1980s (Lloyd and Rees 1994, p. 357).

In the 1970s, the Government recognised the desirability of consolidating the six pieces of
legislation detailing war veteran benefits into a single Act and sought a common system of
veteran support for peace and wartime veterans. While both the Senate report (1973) and
Toose (1975) recommended consolidation, this was not achieved until the Veterans’
Entitlements Act 1986 (see below).

As an ‘interim’ measure until a single military compensation scheme could be designed, in
1973 the Government allowed eligibility under the Repatriation Act for peacetime veterans
(Clarke, Riding and Rosalky 2003, pp.85-86). However, for fear of potentially
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disadvantaging some veterans, those with peacetime service were allowed to still make
claims under the Commonwealth workers’ compensation scheme (creating ‘dual eligibility”)
but with complex offsetting arrangements to prevent double dipping. Dissatisfaction with
this arrangement among veterans, and the problems that stem from it, continue 45 years later
(chapter 13).

Health care and other entitlements were also extended

Veteran healthcare entitlements were widened in 1943 to include treatment for all
conditions? (a precursor to the Gold Card) — even those not related to war service — for
veterans receiving either the full general rate or the special rate war pension (Toose 1976,
p. 442). Eligibility for treatment for all conditions was further extended to:

« all World War | veterans in 1958, war widows in 1959 and veteran service pensioners
(subject to a means test) in 1961

o peacetime national servicemen in 1973 (and therefore the same compensation and
healthcare benefits available to war widows were extended to peacetime veterans’
widows)

« World War Il veterans with at least 50 per cent disability pension and any amount of
service pension (in 1982), female World War 11 veterans (including nurses) (in 1988) and
a few other groups (Clarke, Riding and Rosalky 2003, pp. 487-489).

Initially, veteran disability pensions were counted in the means testing for the service
pension but, in the 1970s, parts of the pension were exempted from the test (25 per cent in
1973, 50 per cent in 1975, 60 per cent in January 1982 and 100 per cent in November of the
same year) (Clarke, Riding and Rosalky 2003, p. 86). This allowed many veterans to receive
both the service pension and a disability pension.

After several subsequent reforms and court decisions in the 1970s, a beneficial ‘reasonable
hypothesis’ test (section 3.2) was developed to determine liability for operational service
veterans.

Another reform in this era was DV A no longer directly providing health care and introducing
healthcare cards. In 1979, the DVA began allowing clients to visit GPs and dentists of their
own choice. This outsourcing of health care was extended in 1987 when veterans were given
one of four coloured cards which allowed treatment by providers of their choice for certain
conditions (specified by the colour). In 1996 these were rationalised into the Gold Card —
given to all those who previously received treatment for all conditions in repatriation
hospitals such as dependants, severely disabled veterans and certain service pensioners —
and the White Card for treatment of service-related conditions only. These reforms coincided

2 Some types of treatment were specifically excluded, including alcoholism, drug addiction, chronic or
incurable diseases requiring prolonged treatment in institutions, and ‘conditions for which the member was
entitled at law to receive free treatment from another source’. These exclusions were relaxed in 1972
(Toose 1976, p. 390).
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with the transfer of repatriation hospitals to state and private providers (Clarke, Riding and
Rosalky 2003, p. 491).

Several extensions of healthcare entitlements also occurred shortly after.

« 1In 1999, the Government extended eligibility for the Gold Card to World War 11 veterans
with qualifying service and in 2002 further extended it to post-World War Il veterans
over the age of 70 with qualifying service (Clarke, Riding and Rosalky 2003, pp. 489,
491).

« The Orange health care card was introduced in 2002 to give access to pharmaceuticals
for Commonwealth and other allied veterans living in Australia (Clarke, Riding and
Rosalky 2003, p. 491).

Further extensions of veteran benefits occurred after a review by Clarke et al., which led to
(among other changes) the creation of the Defence Force Income Support Allowance in 2004
(chapter 15). Essentially, this had the effect of exempting veteran disability pensions from
social security means testing (for benefits such as the age pension) (Creyke and
Sutherland 2016, p. 389). Clarke justified this approach by pointing out that war veterans
did not have their veteran disability pension counted in the means testing for the service
pension and so could receive both the service pension and the veteran disability pension
without any reduction in payment. Rather than remove this exemption for war veterans,
Clarke recommended extending similar benefits to all ex-service people (Clarke, Riding and
Rosalky 2003, p. 629).

Clarke et al. also recommended against any further grants of the Gold Card to
post-World War 11 veterans at age 70 unless it were means tested (Clarke, Riding and
Rosalky 2003, p. 503), but this recommendation was not accepted (Vale 2004).

Towards three Acts

Following the reviews discussed above and subsequent changes in the policy environment
— such as shifting views on the importance of rehabilitation, limited military deployments
and events that highlighted the inequities of multiple compensation systems — there was a
growing impetus to rationalise and refocus veteran support.

The Veterans’ Entitlements Act 1986 (VEA) simplified the system by repealing the previous
six pieces of war veteran compensation legislation, but it retained the distinctions between
different kinds of service by creating a complex, sometimes unclear and overlapping, set of
different service types to determine the level and types of entitlement (section 3.2). The
Government had intended to pursue further simplification and to tighten eligibility —
through removing eligibility for those with peacetime service and offsetting and limiting
access to the beneficial standard of proof for widows — but this change was defeated in the
Senate amidst pressure from ESOs (Lloyd and Rees 1994, pp. 348-353).
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The VEA also represented the culmination of a shift in the focus of veteran support from
rehabilitation to compensation. As RSL Queensland said:

Immediately post-World War 2 (WW2), under the Repatriation Act 1920, there was a much
greater focus on assisting WW2 veterans back into meaningful work. However, with WW?2
veterans moving on with their lives, this approach was gradually diluted. Following the
introduction of the VEA in 1986, the compensation focus was complete and any interest in
rehabilitation was essentially lost. (sub 73, p. 6)

By contrast, Commonwealth workers’ compensation policy, which also applied to peacetime
veterans, was shifting towards rehabilitation and return to the workforce. This was achieved
through the passage of the Safety, Rehabilitation and Compensation Act 1988 (SRCA)
(Howe 1988, p. 2193). Because the VEA still retained a pension focus, the Government
decided the SRCA would be the main military compensation legislation for new injuries,
until a new Act could be created. In 1994, eligibility under the VEA for peacetime service
ended but dual eligibility for those with operational service was created under the SRCA,
allowing war veterans to choose between the VEA and SRCA, or both with offsetting —
(section 3.2; DVA, sub. 125, p. 91). Allowing new claims under the VEA for veterans with
operational service appears to have been maintained so these veterans would not be
disadvantaged.

The Government also decided to reform the VEA at several points. One important change
was introducing Statements of Principle (SoPs), in 1994, to streamline and standardise the
use of medical evidence in compensation claims (chapter 8). The Government, in a partial
shift from the VEA’s pension focus, also added a rehabilitation scheme to the Act in 1997
(DVA, sub. 125, p. 88). However, the scheme was voluntary and (as discussed above) came
well after similar compulsory schemes became part of civilian workers’ compensation.

Another impetus for reform and rationalisation was a training disaster in 1996, wherein 18
Australian Defence Force (ADF) members were killed when two Black Hawk helicopters
collided. Because of dual eligibility, some families of the deceased had access to different
levels of compensation (based on the date of enlistment and superannuation scheme choices).
This highlighted inequities in the system and led to the 1997 DoD’s Inquiry into Military
Compensation arrangements of the Australian Defence Force (DoD Review). The DoD
review concluded a new military compensation scheme should apply to both peacetime and
wartime service. In the interim, it made several recommendations to address the inequities
and anomalies caused by interaction of VEA and SRCA. Most of the recommendations were
implemented with determinations under the Defence Act 1903 that supplemented the SRCA
benefits for ADF personnel.

Following the DoD Review, the Australian Government sought options to create a new
military compensation scheme that superseded the previous two schemes. This led to the
Review of the Military Compensation Scheme (Tanzer Review) in 1999 by the DoD, chaired
by Noel Tanzer.
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The Tanzer Review was asked to provide the architecture for the new military compensation
scheme. Some of its key recommendations were that:

« asingle new scheme should replace previous arrangements for claims after the enacting
of this legislation

e as a guiding principle, the ‘unique nature of military service’ and the ‘element of
exposure to risk of injury/disease arising out of, or in the course of, employment’ are best
accounted for in the remuneration arrangements during military service rather than the
compensation arrangements after injury

« the new scheme should be funded by a ‘premium’ calculated by the Australian Government
Actuary and paid for by DoD (Tanzer 1999, pp. 91-98).

Only the first recommendation was implemented. There was a new scheme for all military
personnel five years after the Tanzer review when the Military Rehabilitation and
Compensation Act 2004 (MRCA) was passed. However, this Act did not repeal the VEA or
the SRCA and did not close them off for new claims relating to service before 1 July 2004.
The Act itself blended elements of both the previous pieces of legislation — taking most of
the eligibility provisions from the VEA (while adopting a simplified version of its multiple
service categories) and combining them with the compensation and rehabilitation elements
of the SRCA. The level of compensation for pain and suffering for war veterans was
designed to be comparable with the VEA and for peacetime veterans, comparable with the
SRCA.

By bringing new veterans into a scheme with modern compensation principles — including
rehabilitation, return to work and clear delineation between payments for pain and suffering
and payments for loss of income — the MRCA was a marked improvement in veteran
support policy.

The MRCA’s most significant amendment since its passage was a single appeal pathway for
the review of original determinations (DVA, sub. 125, p. 88).

Recent reforms

In 2017, the Government split the military-specific sections of the SRCA into a standalone
piece of legislation — with no substantial amendment — called the Safety, Rehabilitation
and Compensation (Defence-related Claims) Act 1988 (DRCA). This allowed all the main
pieces of veteran legislation to be administered by the Minister for Veterans’ Affairs.

In 2016-17, the Department of Veterans’ Affairs began reforming and modernising its
administrative processes via the Veteran Centric Reform program (box 3.1).

Other recent changes include the extension of non-liability health care for mental health
conditions to all serving and ex-serving ADF members (previously only available for those
with operational service) and an interim (means-tested) income support payment for veterans
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while liability for their mental health condition is being determined (the ‘veteran payment’)
(DVA, sub. 125, p. 99; DVA 2018u).

After the Invictus Games in October 2018, the Government announced several further
initiatives aimed at veterans, including its intention to develop an ‘Australian Veterans’
Covenant’, a new Australian Veterans’ Card and Lapel Pin (Morrison and Chester 2018b)
and a $500 million expansion of the Australian War Memorial (Morrison and
Chester 2018a).

Box 3.1 Veteran Centric Reform Program

The Veteran Centric Reform (VCR) program is the umbrella term for a wide range of initiatives,
investments and reforms that Department of Veterans’ Affairs’ (DVA) is currently implementing.

The overarching goal of the VCR program is to improve the administration of the veteran support
system by modernising DVA'’s antiquated IT systems and making service delivery consistent with
whole-of-government service delivery principles. Longer term, the VCR’s objective is to create ‘an
agency focused on policy, stakeholder relationships and service commissioning’, where ‘most ...
clients will be able to self-manage through online means’, while DVA staff are free ‘to focus more
on those clients with complex and multiple needs, based on an integrated whole-of-client view
and effective case management systems’ (Lewis 2018, p. 15).

Specific initiatives and programs already implemented under the VCR program include the
creation of ‘streamlined’ and ‘straight-through’ processing (chapter 8), the widespread digitisation
of records, the rollout of the MyService online portal for submitting claims (chapter 9), and
improved data analysis to identify clients (DVA, sub. 125, p. vi). To implement the VCR program,
DVA was allocated $303 million in funding between 2016-17 to 2018-19, most of which was for
major IT infrastructure investments to update over 200 antiquated systems (Australian
Government 2016b, 2017c, 2018a). The full VCR program is expected to last six years, with the
most difficult work still to commence. The VCR program is discussed in detail in chapter 9.

3.2 An overview of the system today

The continuous, piecemeal evolution of veteran supports and lack of robust rationalisation
has resulted in a highly complex support system for veterans and their families.

The supports provided to the veteran community, which are mainly administered by DVA,
fall under two main umbrellas:

« liability-based supports — access to these supports is contingent on a veteran having
suffered injury or illness (or death) related to their military service

« a parallel human services system — for veterans with certain types of service, DVA
offers a range of services that duplicate, often more generously, those available in the
mainstream health, community and welfare systems.

Veterans also have access to transition support when they leave the military (chapter 7).
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In addition, DVA funds commemorative activities and facilities, such as war graves and
memorials (about $60 million in 2017-18) (DVA 2018g, p. i). DVA described this function
as ‘a relatively small but enormously significant part of DVA’s role’ and noted that:

This program, which has recently included the significant Centenary of Anzac events, supports
and delivers events and material that commemorate and recognise important previous military
engagements. (sub. 125, p. 12)

Veterans and their families can also access invalidity and death insurance through military
superannuation (provided by Commonwealth Superannuation Corporation — box 3.2) and
the health, aged and community care and social services systems. In addition, veterans’
organisations provide support to the veteran community.

Box 3.2 About the military superannuation schemes

Serving Australian Defence Force (ADF) members receive government-funded invalidity and
death insurance through military superannuation schemes. ADF members can receive
superannuation benefits from one of three funds.

e The Defence Force Retirement and Death Benefits scheme — this scheme commenced in
1972, and was closed to new members in 1991. It is a defined benefits scheme that provides
a lifetime pension for members who have served a set number of years — usually 20 years.

e The Military Superannuation and Benefits Scheme commenced in 1991 and was closed to
new members in 2016. It includes both employee contributions and a defined benefit
component (where a pension is provided based on years of service and salary).

e ADF Super which commenced in 2016. It is an accumulation-based superannuation scheme.

Under these schemes, medically discharged veterans may be eligible for invalidity pensions if
their medical state is such that they have a significantly impaired ability to obtain and undertake
civiian employment. The medical state (which could be not being able to meet the fitness
requirements) resulting in discharge does not need to be related to service for veterans to receive
invalidity pensions. And a member’'s death does not need to be related to service for their
dependants to receive a payment. Death benefits are offered as a lump sum, that can be
converted into a pension, while the invalidity pensions are offered only as a pension that is
proportional to the claimant’s pre-injury military salary. The insurance components of the three
schemes are broadly similar.

About 21 000 veterans or dependants were receiving a pension under one of these schemes due
to invalidity at the end of June 2017 (dependants can receive a reversionary invalidity pension
upon the death of a veteran receiving an invalidity pension). An additional 48 000 veterans were
receiving a defined benefit pension due to age.

Source: AGA (2018b).
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Liability-based supports: the legislation and eligibility requirements

Liability-based supports for veterans and their families are available under three main pieces
(the ‘three Acts’) of legislation (figure 3.1).

The Veterans’ Entitlements Act 1986 (VEA): which, as noted above, is a pension and
healthcare system with little emphasis on rehabilitation, return to work and compensation
for lost wages. It covers ‘eligible war service’, ‘hazardous service’ and ‘peacekeeping
service’ prior to 2004 and ‘peacetime service’ between 1972 and 1994.

The Safety, Rehabilitation and Compensation (Defence-Related Claims) Act 1988
(DRCA): the Commonwealth public servants’ workers’ compensation system with an
emphasis on rehabilitation. It covers peacetime service prior to 2004 and all forms of
continuous service (including war service) between 1994 and 2004.

The Military Rehabilitation and Compensation Act 2004 (MRCA): a combination of
elements of the VEA, DRCA and other workers’ compensation schemes. It is a relatively
generous workers’ compensation system with elements of the VEA, such as its eligibility
provisions. It covers all post-2004 service including continuous full-time, reservists and
cadets.

Figure 3.1  Liability-based supports

Entitlements and number of recipients

Impairments relating to service on or Impairments relating to
before 30 June 2004 service after 30 June 2004
~ VEA DRCA MRCA
Veterans with 53 000 veterans 30 000 veterans
acceptedclaims

Impairments relating to Impairments relating to
non-operational service all eligible service
(also covers post-1994

Service type operational service)

Disability pensions Permanentimpairment payments
Supportand War widows Dependant benefits
compensation and orphans
provided Incapacity payments

Health and rehabilitation

166 000 veterans 117 000 dependants

& Also includes participants in the British Nuclear Tests conducted between 1952 and 1965.
Source: DVA (2018g, pp. i, 23).
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In addition to these three Acts, several other pieces of legislation are also important. The
DRCA grandfathers some of the benefits of the previous two Commonwealth workers’
compensation systems3 and some of its benefits are also contained in determinations under
the Defence Act 1903. In total there are up to six relevant pieces of legislation determining
veteran entitlements (not including military superannuation insurance and mainstream social
security, which veterans and their families may also be entitled to).

A maze of service types

There are a number of service types under the VEA and the MRCA that determine eligibility
and the level of benefits.# These service types overlap and can be confusing — with similar
terms describing different concepts and similar concepts having different terms.

Although the VEA has a range of service types (box 3.3), the level of liability-based benefits
is the same for all service types; the differences are whether or not the veteran’s claim is
assessed against the ‘reasonable hypothesis’ test for determining liability (discussed below)
and whether the veteran has access to non-liability supports.

Unlike the VEA, under the MRCA, the level of liability-based benefits differ between
service types, along with the use of the ‘reasonable hypothesis’ test (box 3.4).

3 That is, the DRCA preserves the impairment compensation from the previous workers’ compensation
schemes. For those whose conditions stabilised between 1949 and early-1971, the Commonwealth
Employees Compensation Act 1930 impairment compensation provisions apply; for those whose conditions
stabilised between late-1971 and early-1988 the impairment compensation provisions of the Compensation
(Commonwealth Government Employees) Act 1971 apply; and for those whose conditions stabilised after
late-1988 (but relating to service undertaken before 30 June 2004), the Safety, Rehabilitation and
Compensation (Defence-related Claims) Act 1988 applies.

4 The DRCA does not define different kinds of service and simply terms all those eligible for benefits as
‘employees’ which in turn is defined as all serving and ex-serving members of the Defence Force subject
to numerous exceptions (DRCA section 5).

THE VETERAN SUPPORT SYSTEM 137



Box 3.3 A maze of service types under the VEA

Some of the service types that determine what benefits veterans are entitled to under the
Veterans’ Entitlements Act 1986 (VEA) include:

eligible war service — including continuous full-time service during WWI or WWII and any
‘operational service’ (s. 7)

operational service — includes service:

— outside Australia during WWI or WWII, certain service within Australian in WWII and various
post-WWII operational areas

— any ‘warlike’ or ‘non-warlike’ service, which are terms that the Australian Defence Force
has used since 1994 to classify service for the purposes of pay and conditions for serving
members (ss. 6A—F)

qualifying service — allows access to the service pension, Gold Card and aged care once
threshold ages are reached. The veteran must have incurred danger from the enemy during a
‘period of hostilities’ (the world wars plus a few other conflicts), or have warlike service or meet
one of a few other categories (including veterans of allied countries) (s. 7A)

warlike service — those military activities where the application of force is authorised to pursue
specific military objectives and there is an expectation of casualties, including a state of
declared war or other conventional combat operations against an armed adversary
(DoD 2017d)

non-warlike service — those military activities short of warlike operations where there is a risk
associated with the assigned tasks, where the application of force is limited to self-defence
and where casualties are not expected (DoD 2017d)

defence service — (sometimes referred to as ‘peacetime service’) under the VEA, this
encompasses any continuous full-time service for three or more years between 7 December
1972 and 7 April 1994, unless the service member was medically discharged

hazardous service — includes maritime service in the Persian Gulf, and United Nations
peacekeeping missions in Mozambique, Haiti and Yugoslavia (s. 120). Since 1997, any
service that would be classed as hazardous service would now be declared as non-warlike
service (Clarke, Riding and Rosalky 2003)

British nuclear test defence service — service by any members near Maralinga, Emu Field or
Trimouille Island during specific dates throughout the 1950s and 1960s (ss. 69B(2)-(5))

peacekeeping service — members of a Peacekeeping Force raised for peacekeeping,
observing or monitoring (including Australian police members involved in such operations),
also referred to as non-warlike from 1997.
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Box 3.4 Service types under the MRCA

Service under the Military Rehabilitation and Compensation Act 2004 falls into three categories:

o warlike service — from the Australian Defence Force (ADF) terms, using the same definition.
Examples include Operations Slipper and Enduring Freedom in Afghanistan from 2001 and
Operation Catalyst in Iragq between 2003 and 2009 (Military Rehabilitation and Compensation
(Warlike Service — 2017 Measures No. 1) Determination 2017).

e non-warlike service — from the ADF terms, using the same definition. Examples include
peacekeeping missions during the breakup of the former Yugoslavia and support activities
around the Middle East for Operation Okra in Irag/Syria after 2014 (Military Rehabilitation and
Compensation (Non-warlike Service — 2017 Measures No. 1) Determination 2017).

e peacetime service — any service in the ADF (including in the Reserves) other than warlike or
non-warlike service.

Warlike and non-warlike service together can also be referred to informally as ‘operational service’
(as in Campbell 2011a), which is broadly equivalent to operational service under the Veterans’
Entitlements Act 1986.

Multiple eligibility

The legislation is overlapping and so a number of veterans have eligibility under multiple Acts:

« veterans with three or more years of ‘peacetime’ service between 7 December 1972 and
6 April 1994 are eligible under both the VEA and DRCA for the same condition

o those with any ‘peacekeeping’, ‘hazardous’ or ‘British nuclear test’ defence service
between 3 January 1949 and 30 June 2004 (although these terms were not used for any
service after the mid-1990s) have eligibility under the VEA and DRCA (and/or its
predecessors) for the same condition

« veterans with ‘warlike’ or ‘non-warlike’ service between 7 April 1994 and 30 June 2004
have eligibility under the VEA and DRCA for the same condition

« Veterans with service pre- and post-1 July 2004 may have eligibility under all three main
Acts (figure 3.2).

Because of this multiple eligibility, complex offsetting arrangements are in place
(chapter 13).
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Figure 3.2 A timeline of the types of service covered by different Acts

Warlike and non- VEA VEA + DRCA MRCA
warlike service

Peacekeeping and

VEA + DRCA /i
hazardous service? n/a
Peacetime service
(full-time, > 3 years) VEA + DRCA MRCA

Peacetime service (full- MRCA
time, < 3 years®and | | |

part-time)
3 January 1949 7 December 1972 7 April 1994 1 July 2004

& The terms ‘peacekeeping’ and ‘hazardous’ service were subsumed into ‘non-warlike’ service during the late 1990s. b veterans who enlisted prior to the introduction
of the VEA (22 May 1986) and continually served up to and after 7 April 1994 are also covered by the VEA for peacetime service during 1994—-2004. € Unless discharged
on medical grounds.

Source: Based on information provided by DVA.
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Liability

Before compensation or health care is provided under any of the three Acts, DVA must have
accepted liability by being satisfied that the veteran’s condition — injury, illness or death —
is related to their service (chapter 8). These liability decisions are typically undertaken with
a ‘beneficial’ approach (box 3.5).

Liability under the DRCA follows the same evidentiary and legal norms of workers’
compensation and common law. In essence, DVA is liable for all injuries (physical and
mental) that are caused by or occur during service (regardless of cause). For diseases, DVA
is liable if the veteran’s service made a causal contribution. All claims are assessed on the
‘balance of probabilities’ (the civil law standard of proof), which requires it to be more likely
than not that the condition relates to the veteran’s service.

Liability provisions under the VEA and MRCA differ from the DRCA. The VEA and MRCA
both require a causal linkage between service and a condition, established through the
Statements of Principles (SoPs). The SoPs are legislative instruments that outline a set of
causal ‘factors’ for a condition, at least one of which must be linked to a veteran’s service to
establish a causal linkage. There are two sets of SoPs for every condition.

« [For peacetime service, one set of SoPs has been created to set out what needs to be
demonstrated to meet the balance of probabilities (‘reasonable satisfaction’) standard of
proof.

« For operational (warlike and non-warlike) service under the MRCA and the equivalent
under the VEA, there is another set of SoPs that set out what needs to be demonstrated
to meet the (less stringent) ‘reasonable hypothesis’ test.

Effectively, this allows claimants to have the medical-scientific basis of the link between
their operational service and their medical condition considered using a lower standard of
proof than for claims relating to peacetime service.
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Box 3.5 ‘Beneficial’ legislation

The veteran compensation legislation is described by stakeholders, justices and politicians as
‘beneficial’ for veterans and their families. There seems to be at least two ways this beneficial
nature manifests itself:

o the way the legislation is drafted (with its eligibility and benefits)
o the way administrators and courts interpret the rules.

When considered as a package, compensation provided by the system is more generous than
that provided by civilian workers’ compensation (chapter 13), and the eligibility rules have
numerous traits that are beneficial for claimants. For example:

o under all three Acts: there is no time limit on claims applications, and veterans can generally
resubmit claims

e under the Veterans’ Entitlements Act 1986 and Military Rehabilitation and Compensation Act
2004:

— evidence provided by veterans to support their claim is considered in light of the difficulties
of record-keeping during service and the passage of time since

— veterans with operational service are subject to a lower standard of proof (the ‘reasonable
hypothesis’ standard) when connecting their condition with service (chapter 8).

Appellate courts have also confirmed on numerous occasions that — independent of the leniency
allowed by the letter of the law — justices have generally interpreted the veteran compensation
laws favourably for veterans. As early as 1944, it was said of the predecessor to the Veterans’
Entitlements Act 1986:

In constructing the Repatriation Act the objects which it seeks to achieve must be constantly borne in
mind ... It is to receive a benevolent interpretation ... (Justice O’Sullivan, quoted in Creyke and
Sutherland 2016, p. 8)

This principle has been reaffirmed in more recent decisions:

Australian repatriation legislation has long contained provisions for the resolution of disputed claims
unusually favourably to claimants, as compared with claims for other Government benefits. These
procedural advantages are only understandable as a national acceptance that volunteering to put life
and health at risk for the nation demands special recognition when that risk eventuates. (Federal Court
Justice Heerey quoted in ADSO, sub. 85, p. 9)

Liability-based supports: the available services and payments

Once liability has been accepted for a condition, a veteran (or dependant) may be eligible
for a range of entitlements. Some of these, such as rehabilitation and some health care, are
available immediately, while others, such as compensation payments and the Gold Card,
have additional requirements. Dependants also have access to a range of other benefits once
DVA has accepted liability for a veteran’s death as related to service (dependants of veterans
who were severely impaired prior to death can sometimes be automatically eligible as well,
chapter 13).
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Rehabilitation

During a veteran’s service, the ADF provides vocational rehabilitation to injured members.
Following discharge, DVA can provide rehabilitation after liability has been accepted
(chapter 6).

VEA rehabilitation (the Veterans’ Vocational Rehabilitation Scheme) is a free, voluntary
service that has a vocational focus (it also includes psychosocial and medical management
aspects where relevant to increasing employability) (DVA 2017m).

Under the MRCA and DRCA, rehabilitation has a holistic approach with three main focuses:

« medical management: aims to help to restore or maximise a person’s physical and
psychological function by helping them to manage their treatment or health needs

« psychosocial: interventions aimed at improving a client’s quality of life and their
independent functioning

« vocational: can include vocational assessment, guidance or counselling, functional
capacity assessments, work experience, vocational training and job seeking assistance
(DVA 2017p).

Both the MRCA and DRCA (but not the VEA) can require the veteran to complete
rehabilitation prior to payment of certain forms of compensation.

Compensation

Veteran compensation is generally provided for lost wages due to their condition (‘economic
loss’) and for pain and suffering (‘non-economic loss’).

The VEA blends compensation payments for both loss of income and pain and suffering in
its ‘disability pensions’. This pension is payable at four different base rates depending on the
level of impairment, age and the ability of the veteran to work: the ‘general rate’, the
‘intermediate rate’, the ‘extreme disablement adjustment rate’ and the ‘special rate’ of
disability pension (previously referred to as TPI, totally and permanently incapacitated).

In addition, those receiving VEA disability pensions below the special rate can also include
payments for specific types of injuries such as being blinded in one eye and amputations of
limbs (DVA 20180).

The MRCA and DRCA both have ‘permanent impairment’ payments to compensate for pain
and suffering, although there are differences between the two Acts (including the guides to
assessment and the treatment of subsequent injuries — chapter 14).

The MRCA and DRCA both also offer incapacity payments to compensate veterans for their
lost wages resulting from their condition. These payments generally offer between 75 and
100 per cent of the difference between their pre- and post-incapacity earnings. As with
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permanent impairment payments, there are several important differences between incapacity
payments under the MRCA and those under the DRCA (chapter 14).

Health care

Under all three Acts, once liability is accepted the veteran can access health care to treat their
condition. This is facilitated through the DVA Health Card — Specific Conditions (White
Card), which allows only treatments that relate to the veteran’s service-related condition.
This card allows the veteran to access services from any DV A-approved health care provider
on an uncapped, no gap basis (DVA 2017k). (It is also the means by which veterans access
non-liability health care, discussed below.)

The veteran also has access to the Repatriation Pharmaceutical Benefits Scheme for
medications that treat conditions that relate to service. This scheme is similar to the
mainstream Pharmaceutical Benefits Scheme but has more medications covered and smaller
co-payments (DVA 2017I).

Veterans with very severe service-related disabilities under the VEA and MRCA receive the
DVA Health Card — All Conditions within Australia (Gold Card). The Gold Card allows
access to almost all forms of primary, secondary and allied health under the similar no gap
and uncapped basis as the White Card (there are certain exceptions such as optical and
certain dental procedures that have caps and or co-payments). Gold Card holders also have
access to the full Repatriation Pharmaceutical Benefits Scheme schedule regardless of
whether they have conditions that relate to service (DVA 2018s).

Veterans can also be eligible for travel allowances (and or be provided transport services) to
get to and from medical appointments. (Healthcare entitlements are discussed in more detail
in chapters 16 and 17.)

Veteran death benefits and other family supports

Dependants’ benefits for a veteran’s death (or severe impairment) vary between the different
Acts (chapter 14).

Under the VEA, partners (de-facto or spouses) and children (under 16, or under 25 and
undertaking full-time studies) dependent on a veteran have access to war widow(er)’s and
orphan’s pensions respectively if the death of the veteran is related to their service. For
dependants of certain categories of veteran, these pensions are granted without the need to
prove a link between service and the veteran’s death (DVA 2017j). Various types of
bereavement payments are also available. Certain categories of dependants also have access
to the Gold Card.

Dependants of veterans (as defined above) aged under 16 years, or up to 25 years if
undertaking full-time study and not employed full time, can also access the Veterans’
Children Education Scheme (called the Education and Training Scheme under MRCA),
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which has broad similarity to the youth allowance from the Department of Human Services
for those over 16 years of age (chapter 15). This scheme is also available to dependants of
severely-impaired veterans.

Under the DRCA, benefits to dependants are provided when a veteran dies due to service.
The main benefit is a lump-sum payment (currently of up to $550 231), to be split among
the dependants of the deceased (chapter 14).

Generally, a ‘dependant’ is a family member (such as a child or partner) who was, at the
time of death, dependent on the deceased for financial support. Under the DRCA, a spouse
living with the veteran immediately before their death is deemed to be ‘wholly’ dependent,
regardless of independent income.

Under the DRCA, there is also a fortnightly payment and lump sum for children (up to the
age of 16, or to 25 if a full-time student who is not employed) who would have been wholly
dependent on the deceased veteran, had they not died (chapter 14).

Under the MRCA, wholly- and partly-dependent partners of veterans (those in a significant
emotional and financial relationship) can receive compensation when a veteran dies if the
death relates to service (or the veteran had a severe service-related impairment before their
death, chapter 13).

In addition to the above family benefits, all three Acts may reimburse the costs of a funeral
for the deceased veteran, up to a maximum amount (chapter 14).

Allowances and other benefits
There are also different allowances and in-kind benefits available to veterans with
service-related disabilities under the three Acts. The main allowances and benefits are:

« Vveterans home care (which largely duplicates what is available through the community
aged-care services provided by the Department of Health’s Home Care Packages)

« attendant and community care

e cOmmMmunity nursing

« home and vehicle modifications

« household services allowance

« counselling services (DVA 2018f).

The parallel human services system

For veterans with certain types of service, DVA offers a range of services that duplicate, often
more generously, those available in the mainstream health, community and welfare systems.
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Qualifying service supports

Veterans with war service that meets the conditions for ‘qualifying service’ (box 3.3) have
access to three main supports without the need to prove a link between any conditions and
their service.

One of these is the service pension, which is paid at the same rate, and subject to the same
means tests, as the mainstream age pension. These pensions can be received in addition to
VEA disability pensions and/or incapacity payments (although DVA will include incapacity
payments in the means test). There are three variants of the service pension.

« Age service pension: available at age 60 (five years earlier than the mainstream
community), is taxable and is subject to the same asset and income testing as the social
services age pension.

« Invalidity service pension: paid to veterans who are permanently incapacitated from
working due to their health condition, regardless of whether their condition is related to
their service. It is non-taxable until the veteran reaches age 65.

« Partner service pension: partners of veterans who are receiving or are eligible for service
pensions. It is taxable and subject to a means tests (DVA 2016f).

The Gold Card is another support available to veterans who have qualifying service (and
certain other categories, chapter 16) and are aged 70 years or older, without the need to prove
a condition was related to their service. Many of the aged and community care services that
are available on a liability basis to Gold and White Card holders are also available to veterans
in receipt of a Gold Card due to qualifying service (DVA 2018f).

Non-liability health care

The DV A offers free, uncapped health care (‘non-liability health care’) for certain conditions
without the need to show a link to service through the provision of White Cards. The
conditions are any mental health condition, cancer (malignant neoplasm) and pulmonary
tuberculosis (chapter 16).

Treatment for all mental health conditions is now available (through the White Card) to all
current and former members of the ADF with at least one day of continuous full-time service.
This includes reservists who have rendered any period of continuous full-time service and
national servicemen.

Treatment for the other two conditions is more restricted and only available to those covered
by the VEA or those with warlike and non-warlike service under the MRCA (DVA 2018t).
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Governance arrangements

Several government bodies are directly involved in governing the current system of veteran
support — Defence and the DVA and a number statutory authorities, including the
Repatriation Commission and the Military Rehabilitation and Compensation Commission
(figure 3.3; chapter 11).

DVA handles all claims under the three Acts and the payment of monetary benefits and it
funds the medical and rehabilitation services. DVA is also the primary policy agency for
veterans benefits with oversight on both its policy and operational functions being performed
by the Repatriation Commission (for the VEA) and the Military Rehabilitation and
Compensation Commission (for the MRCA and DRCA). These two Commissions share
common functions and membership, with the Military Rehabilitation and Compensation
Commission having a few specific extra members — two from Defence and the chief
executive officer of Comcare.

Most State and Territory governments also have veterans’ ministries or small offices within
ministries that are generally directed to policy advice, advocacy and accessibility related to
services for veterans provided at the state level. Some governments also have
employment-related initiatives and localised support activities.

Figure 3.3  Governance of veteran support

The current system
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Veterans’ organisations and their advocates

The veteran support system is highly dependent on veteran advocates (typically volunteer)
provided by the veterans’ organisations. Advocates help veterans understand their
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entitlements and submit claims to DVA. They can also represent veterans to DVA and act
as representatives (in place of lawyers) at appeal.

Veterans’ organisations also perform a wide variety of other functions, including providing
income support, housing assistance and transition services for veterans and their families,
and providing opportunities for social connections with the veteran community. They are
also involved in consulting with government on policy. Veterans’ organisations and their
functions are discussed in more detail in chapter 12.

3.3 The system’s cost and client mix

In 2017-18, DVA reported spending $13.2 billion for the veteran rehabilitation and
compensation system, for compensation, income support and health care for about
283 000 clients — 166 000 veterans and 117 000 dependants (family members) of veterans.
This equates to about $47 000 per client. In 2017-18, DVA allocated:

« $7.4 billion was allocated to compensation (and income support)
« $5.3 billion to health care (and rehabilitation and community care)

« $437 million on enabling services such as workplace training, financial management and
information technology

« $60 million for commemorative activities and facilities (DVA 2018g, p. i).

In the same year, about $800 million in invalidity pensions and death benefits was paid to
veterans and their families by the Commonwealth Superannuation Corporation. The ADF
spent about $437 million on health and rehabilitation services for current serving members
(AGA 2018b, p. 15; Joint Health Command, pers. comm., 5 November 2018).

Summing this expenditure (excluding ADF health care), $14 billion was provided in
2017-18 to support veterans and their families — this is equivalent to 43 per cent of
Defence’s $32.8 billion budget in the same year (DoD 2018f, p. 148).

About DVA clients

DVA clients span all generations and life stages — there are veterans and war widows aged
over 100 and children of veterans as young as one year. And there are veterans from every
conflict since the First World War, peacetime veterans, reservists, some cadets and some
peacekeeping police forces, and dependants of these (widows and orphans of veterans).

However, the majority of DVA clients are in the older age groups — only 10 per cent are
below the age of 40 years old and over half are 70 years or older — with the overall gender
split roughly even. Veterans that are DVA clients are predominantly older males (over
90 per cent are male and 60 per cent are over the age of 60). Dependants that are DVA clients
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are mainly older females (about 99 per cent female and about 95 per cent are at or over the
age of 60) (Commission estimates based on unpublished DV A data, figure 3.4).

Figure 3.4 DVA clients
Male and female veterans and dependants by age (as at December 2018)
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Source: Productivity Commission estimates based on unpublished DVA data.

DVA'’s client numbers have been falling since about 2000 and are expected to continue to
do so until at least 2030. This mainly reflects that the cohort of older veterans and widows
of World War 11 veterans is shrinking rapidly (discussed below).

Commenting on its changing client base, DVA said ‘this change ... has created both more
intensive health needs of an older, but declining, cohort, and more complex needs to younger
cohorts’ (sub. 125, p. 14).

DVA clients — what Acts are they covered by?

More than 85 000 veterans have conditions accepted under the VEA, about 53 000 under
DRCA and about 33 000 under MRCA (figure 3.5). Many veterans (about 30 000) have
accepted conditions under multiple Acts — the majority (21 483) of these are veterans with
claims under both VEA and DRCA.
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Veterans with conditions accepted under VEA are the oldest group (the average age is
73 years). The average age of veterans with claims under DRCA is 53 years and 35 years for
MRCA (Commission estimates based on unpublished DVA data).!

Figure 3.5 Veterans (DVA clients) with accepted conditions by Act2
As at June 2018

Other
veteran
clients
ggig; 31 836
(53 199)
5263
21 483
MRCA
Ve 3064 23 109
(32 556)
61911 1120

(84 578)

& A DVA client with an accepted condition is a veteran with an injury or illness that DVA has accepted is
related to service. ‘Other veteran clients’ are DVA veteran clients who do not have an accepted disability —
including those receiving non-liability White Cards or Gold Cards given to veterans over 70 years old. These
figures do not align precisely with the figures in the latest DVA annual report.
Numbers in brackets are the total number of people under an Act, including those that are also eligible under
other Acts.

Source: Commission estimates based on unpublished DVA data.

Expenditure on entitlements under the three Acts

The breakdown of expenditure under the three Acts differs depending on whether you only
include cash flows or also include changes in DVA’s liability for future expenditure under
MRCA and DRCA (as DVA includes in its expenditure figures in its annual reports).

1 These values count only clients who are eligible under a single Act, to avoid double counting.
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Based on actual payments (and excluding departmental expenses), the VEA’s share of
expenditure is 91 per cent of all DV A expenditure (figure 3.6). This pattern is evident in both
major categories of DVA expenditure.

« Health care, attendant care and rehabilitation: about 96 per cent of DVA’s funding in
this category is under the VEA. This reflects the older profile of VEA clients, that almost
all Gold Card holders (about 98 per cent) are under the VEAZ and that non-liability health
care (although available to all) is legislated in the VEA (Commission estimates based on
unpublished DV A data; DVA 2018at).

« Compensation and income support: the vast majority (about 87 per cent) of funding in
this category is also under the VEA. This mainly reflects the larger cohort and the fact
that income support for MRCA clients is legislated under the VEA (Commission
estimates based on unpublished DVA data).

A further breakdown of the different programs funded under the VEA is provided in
figure 3.7.

Outlays under the other Acts are smaller — $717 million for MRCA and $204 million for
DRCA in 2017-18 (unpublished DVA data). For MRCA clients:

« compensation for pain and suffering (the ‘permanent impairment” category) accounted
for over half of all MRCA expenditure

« compensation for lost wages (‘incapacity payments’) and health care/rehabilitation each
accounted for about a fifth of spending

« about two per cent of MRCA spending was on dependant benefits (unpublished DVA
data).

The pattern of DRCA outlays is similar to that for the MRCA.

However, the proportion of DVA’s costs attributable to the MRCA and DRCA is higher
when the changes in the liability under these Acts for future expenditure (relating to service
up to June 2018) are included (dark blue column extension, figure 3.6). With these, the
MRCA and DRCA together account for about 25 per cent of DVA’s costs. The MRCA is
relatively new and most of the expected costs that have been accounted for in the liability
provisions (relating to previously rendered service) will not eventuate for decades into the
future.

In the remainder of this chapter, when expenditure under the three Acts is discussed, the
change in liabilities under the MRCA and DRCA are not included, in part because equivalent
figures are not available for liabilities under the VEA.

2 The most common eligibility pathways for the Gold Card are via qualifying service/age and being a
dependant of a deceased veteran (under various circumstances). Each of these are concentrated in older
cohorts of DVA clients.
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Figure 3.6  Costs under VEA and the other Acts
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Figure 3.7 Spending on VEA programs?2
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What do we know about costs going forward?

The total cost (in cash outlay terms) of supporting veterans and their families has been falling
since about 2011-12, with this almost entirely being driven by declining VEA expenditure.
VEA expenditure has fallen by 25 per cent in real terms between 2010-11 and 2017-18 —a
trend that is projected to continue (figure 3.8). Over the same period, MRCA and DRCA
cash expenditure together roughly tripled (in real terms). However, MRCA and DRCA
expenditure is still much smaller than VEA expenditure, which is likely to be the most
expensive piece of veteran support legislation for quite some time — the VEA is expected
to still account for about 91 per cent of all DV A cash outlays in 2021-22 (the latest year for
which forecasts are currently available).

Figure 3.8  Spending on veteran support is falling
Real cash expenditure on veteran supports excluding commemorationsP
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a Adjusted for Consumer Price Index inflation using ABS (Consumer Price Index, Australia, Sep 2018, Cat.
no. 6401.0) for historical data and for forward estimates by the assumed inflation rate of 2.5 per cent, which
is the Reserve Bank of Australia’s medium term target. b Includes department expenses.

Sources: Productivity Commission estimates based on DVA (2011a, 2012, 2013b, 2014d, 2015e, 2016k,
20170, 2018ai).

The falling client base is driving lower total costs

While an array of factors influence DVA’s costs (box 3.6), the key driver of the recent
decline in DVA expenditure is its shrinking clientele — even though the decline in the
number of clients precedes the recent fall in costs (figure 3.9).3

3 This may be due to the effects of age-based eligibility for some DVA benefits, including the service
pensions and the Gold Card, which tend to increase the costs of providing clients with support as they age.
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Box 3.6 What drives the cost side of the equation?

The main cost drivers of the veteran support system are the number of clients (veterans and their
families) and the cost of providing clients with support. The largest source of costs in the
short-term will be the large existing clientele, from older conflicts, but going forward it is the flow
of new clients of recent military service that will determine scheme costs.

The future number of Department of Veterans’ Affairs clients has two drivers:

e new clients entering the system by making claims — typically years after the point of injury or
exposure causing illness

e clients exiting the system, predominately as they die.

The cost of providing supports to Department of Veterans’ Affairs clients depends on the age of
the claimant, assessed impairment points, lifestyle rating, whether the incident resulting in the
impairment is related to operational service or not, and the unit cost of supports (the cost of health
care and rehabilitation) (AGA 2018b).

Claims can be from new clients and existing clients (with additional claims).

The flow of new claims into the system, by both new and existing clients, is affected by a number
of factors:

o underlying incidence of injury, illness and death arising from military service
e the awareness of supports

e the ease of putting in claims

e changes in healthcare needs (due to ageing for example)

e economic conditions that can affect a veteran’s financial needs.

As with the changes in expenditure noted above, the changes in client numbers vary under
the different Acts:

we are seeing a significant reduction in total number of clients supported under the VEA
— mainly a sharp decrease in the number of dependants (especially widows of
World War Il veterans), whereas the number of veterans supported under this Act is
declining relatively slowly

the number of veterans supported under the DRCA and MRCA is rising rapidly (although
the number of dependants with entitlements under these Acts is increasing very slowly).

Overall, the declining number of clients under the VEA is far exceeding the increasing
number of clients under the DRCA and MRCA (figure 3.10). This decline in client numbers
is expected to slow but will continue until at least 2030. The number of widows will continue
falling faster than the fall in veterans until at least this date.
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Figure 3.9  DVA client numbers and expenditure is falling
Veteran and dependant clients, and real cash costs®

600 000 r 16
\ - 14
500 000
12
@ 400 000 10T
a
g s
a =
S 300 000 -8 2
o - @
& Te~a @
£ -——-—-aa 2
= - - 6 3
Z 200000
-4
100 000 T~ ao .
s - m o o -2
~n n n ~n n n n ~n n N ~n n N ~n n n ~n ~n n N n n N n n n ~n n n N n
o O © o ©o 9 o © O 9 o O o o o o o o o o o o o o o o o o o o o
(=] o o o o o o o o Qo =2 a4 a2 a a2 A g a a N N N N N N N NN N w
o - N w £ (6] (9] ~ [es] (G] o - n w £ (8] » ~ fos] (] o - n w £ o (2] ~ oo o o
Veterans Veterans (Projected)
s Dependants == Dependants (Projected)

Total clients == Total clients (Projected)
Total real costs Total real costs (Projected)

& Using ABS (Consumer Price Index, Australia, Sep 2018, Cat. no. 6401.0) to adjust for inflation in historical
data. For forecasts, inflation was assumed to be the mid-point of the Reserve Bank of Australia’s
medium-term inflation target (2.5 per cent each year). Costs are cash expenditure excluding accruals,
commemorations and departmental expenses, and so may differ from the figures in DVA annual reports.

Sources: Commission estimates based on DVA (2018ai, pp. 30, 43, 2018m) and unpublished DVA data.

Figure 3.10 VEA veterans and dependants will remain clients for a long time
Actual and projected veterans® and dependantsb by Act
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The aggregate cost of new injuries is increasing

While DV A’s total client numbers and total cash costs are falling and will continue to do so
for some time, the expected cost of supporting veterans injured during recent service, under
the MRCA, has been increasing — which has implications for the future cost of the system.

The Australian Government Actuary (AGA) prepares an annual report on the nature and
quantum of its liabilities relating to compensation for military personnel injured in the course
of duty (for claims under MRCA and DRCA). The AGA estimates an annual ‘notional
premium’ that represents the expected cost of new compensation for all claims that will arise
from service rendered in the following year (as a share of military payroll).

Estimating future costs for any compensation system presents a number of challenges
because of limited data. As highlighted by the AGA, there are a number of features of the
military compensation system that add significant uncertainty into any estimates of future
cost (compared with other workers’ compensation schemes):

« therisks faced by ADF personnel are heavily influenced by external factors, most notably
the Government’s national and international security policies

« the unique nature of military service, which involves an unavoidable exposure to high
levels of risk

« the absence of any limit on the period in which a claim must be made

« the more generous nature of support provided under some heads of damage, most notably
medical services.

Also, in actuarial terms, MRCA is far from fully mature, with experience limited to at most
13.5 years after the injury date. This is in the context of payment obligations that could
continue for 50 or more years after the injury date (entitlements are still being paid by DVA
for dependants of World War | veterans). The AGA also does not have access to detailed
ADF data about injuries suffered by service members. As the AGA put it:

It needs to be remembered that the estimates given in this report are actuarial central estimates.
This means, in broad terms, that the estimates should be just as likely to be too high as too low.
However, the true liability cannot be known and the range of factors which might impact on
future claim numbers and sizes means that estimates presented here are subject to considerable
uncertainty.

The very long term over which these liabilities will be paid out makes the results very sensitive
to relatively small changes in assumptions. This is particularly the case for payments that are
expected to persist over an extended period, such as long-term incapacity and medical expenses.
(2018a, pp. 13-14)

With these caveats in mind, the AGA’s estimate of the MRCA liability associated with new
injuries that would be caused by service in 2017-18 was about 30 per cent higher than the
previous year (in nominal terms). Over the last five years, it has increased in both nominal
terms (from about $280 million to $800 million) and as a share of military payroll (from
about 5 per cent to 13 per cent) (AGA 2013, p. 102, 2018a, p. 138; figure 3.11).
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Figure 3.11 Cost of injury rising over time — notional premiums?2
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There are a number of potential reasons for the rise in the estimated cost of new injuries to
under the MRCA and DRCA (box 3.7).
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Box 3.7 What is driving the increasing expected cost of injuries?

Excluding changes in interest rates, which have no impact on actual outlays, there are several
potential drivers of the expected increase in the cost of new military injuries.

Increasing number of claims under DRCA and MRCA

New initial liability claims under the Safety, Rehabilitation and Compensation (Defence-Related
Claims) Act 1988 (DRCA) and Military Rehabilitation and Compensation Act 2004 (MRCA) have
increased significantly — on average over 20 per cent per year over the past five years (2012-13
to 2017-18) (calculated from DVA (2014b, 2015b, 2016c, 2017f, 2018g)). The Australian
Government Actuary (AGA) pointed to a number of new Department of Veterans’ Affairs (DVA)
initiatives that could be driving up the number of claims, including:

e enabling claims to be submitted online

e the use of on-base DVA advisers

o closer liaising between the Australian Defence Force and DVA

e enabling veterans to claim for multiple conditions using the one form (AGA 2018).

Other changes that could be impacting on claims include the new automatic acceptance of claims
under some circumstances (‘straight-through’ and ‘streamlined’ processing — chapter 8), the
recent launch of the MyService online portal — chapter 9) and a reduction in the time DVA takes
to process most types of claims (DVA, sub. 125, pp. 79, 86).

Increasing medical expenditure

The AGA estimates of the lifetime liability associated with the medical cost of new injuries have
risen on average 55 per cent each year over the past five years (calculated from AGA (2013,
p. 102, 2018a, p. 138)). The AGA noted that the increase in the estimated liabilities has been
driven by a relatively small increase in medical outlays, and reflects the life-long nature of medical
expenditure. This increase in outlays is likely to be partially driven by an increased number of
Gold Cards issued under the MRCA — from about 600 to 2300 over four years (DVA 2018at) —
although the AGA has difficulty attributing these costs to particular dates of injury. (On examining
the distribution of claims severity, the AGA (2018a, p. 70) also found a pronounced peak at
51 impairment points — achieving an assessment of at least 50 impairment points can allow
access (for some) to the Gold Card and other benefits — chapter 13.)

Increasing aggregate cost of permanent impairment payments

The AGA estimates of the lifetime liability associated with impairment payments for new injuries
have risen, on average, 36 per cent each year over the past five years. The increase in permanent
impairment costs follows a similar pattern to medical costs but is less pronounced. This difference
partially reflects that permanent impairment costs are capped under the MRCA while healthcare
expenditure is potentially unlimited. Another factor driving the increase in impairment payment
costs seems to be the tail end of the Afghanistan conflict, which has increased the proportion and
number of claims relating to operational service. Impairment payments relating to operational
service are more expensive both because the average level of impairment is higher for these
claims and because the payment rates for all levels of impairment incurred through operational
service (up to a certain level) are higher (AGA 2018b; chapter 14).
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The costs and clients of military superannuation insurance are also increasing

Since 2005, there has been a fourfold increase in the nominal cost of pensions under the
superannuation insurance system, partly due to a doubling in the number of invalidity
pensioners under the system (figure 3.12). The increased number of pensioners is partially
explained by the doubling in the number of veterans being medically discharged between
2007 and 2017, including mental health discharges — recommendations for medical
discharge due to post-traumatic stress disorder (PTSD) and depression roughly tripled over
this period (DVA and DoD 2018, p. 29; JHC 2017, p. 23).

Figure 3.12 Number of invalidity pensions2 and their total cost
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Sources: AGA (2006, p. 8, 2009, p. 20, 2012, p. 14, 2015, p. 20, 2018b, p. 15).

The costs are growing partly because more veterans are receiving Class A invalidity
pensions rather than Class B — the proportion of new pension commencements that are
Class A has increased from 50 to 70 per cent since 2005 (figure 3.13). As they are intended
for individuals with little to no capacity for civilian work, Class A pensions provide a higher
stream of payments than Class B pensions, which are meant to supplement civilian income.
Factors that may have increased the number of invalidity pensions and the higher proportion
of Class A pensions include:

 increasing acknowledgment of PTSD and other mental health conditions

» the ADF has encouraged earlier reporting of injuries and incidents. This may have made
individuals more aware of military compensation payments and invalidity pensions, and
may in turn have made it more acceptable to claim these benefits
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o a higher number of ‘retrospective medical discharges’ — where members were
discharged for other reasons but later apply to be reclassified as a medical discharge.

« the slowdown in the pace of overseas deployments — people who may have been
concealing injuries in order to go on deployments may come forward when this
possibility is closed off (AGA 2018b, pp. 25-27).

The AGA believes that some of the reasons for the increase in the number of new invalidity
pensions may be transitory — including increasing awareness of benefits and the slowdown
of deployments — and will not be repeated into the future (AGA 2018b, p. 27).

In addition, the Commission notes that increases in invalidity pensions could also have been
partially driven by the increased proportion of discharges that are medical (from 9.5 per cent
to 18.3 per cent between 2007 and 2017) and, as noted above, there has been an increased
number of recommendations for medical discharge associated with PTSD and depression
(DVA and DoD 2018, p. 29).

Figure 3.13 New invalidity pensions granted each year
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The AGA estimated a ‘notional contribution’ of 21.6 per cent for the new (beginning 2016)
ADF Cover scheme — the insurance component of ADF Super — and this is expected to
rise to about 30 per cent. This corresponds to a notional premium of about 18 per cent# as a

4 More precisely, the ‘notional contribution” would need to be discounted by about 10 per cent to get the
‘notional premium’ due to definitional differences between superannuation salary (which is the
denominator of the former) and payroll (which is the denominator of the latter).
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proportion of payroll. This compares to the 13.3 per cent notional premium calculated for
benefits offered by the DVA under MRCA (above).

These premium and contribution calculations rely on AGA projections of future claiming
behaviour, using claims data on invalidity pensions and liaison with the Commonwealth
Superannuation Corporation and Defence. They embody assumptions about future trends in
factors, including the pace and intensity of overseas deployment and the impact of workplace
health and safety practices in the military. The resulting uncertainties mean that, while policy
makers need to be cognisant of the AGA estimates, they should also interpret and use them
with care.
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4 Objectives and design principles

Key points

The Australian Government is committed to supporting veterans and their families who are
affected by service. This commitment, or ‘duty of care’, covers members both in service and
beyond.

The overarching objective of the veteran support system should be to enable veterans and
their families to live normal and meaningful lives by improving their wellbeing, taking a
whole-of-life approach. This has, at its core, minimising the harm from service to veterans and
their families, and should be achieved principally by:

— preventing and minimising injury and illness

— restoring injured and ill veterans by providing timely and effective health care and
rehabilitation so they can participate in employment and life

— providing effective support to facilitate successful transition to civilian life for veterans and
their families following discharge

— enabling opportunities for social integration

— providing adequate and appropriate compensation for veterans (or, if the veteran dies, their
family) for pain and suffering and lost income from service-related harm.

This objective should be achieved while ensuring supports are provided in the most effective
and efficient way. Taking a whole-of-life approach is important for getting the best outcomes
for veterans and their families and ensuring an affordable and sustainable system.

The key principles that should underpin a modern veteran support system are that it be:
wellness focused (ability not disability), equitable, veteran centric, need and evidence based,
administratively efficient, affordable and sustainable, and responsive to the unique needs
resulting from military service.

The objectives and principles are consistent with best practice workers’ compensation and
contemporary social insurance schemes (which focus on wellness, return to work,
person-centred supports, long-term costs and sustainability).

Distinctions between different types of military service for the purpose of compensation are
inequitable and should be removed or reduced where practical and cost-effective to do so.

History, and the Australian Government’s longstanding commitment to supporting and
reintegrating into society those affected by their military service, explains why there is a separate
and beneficial veterans’ system. The unique needs of veterans and their families, including in
relation to transition and mental health, also justify some bespoke, well-targeted services.

The Commission was asked to look at whether the system of compensation and rehabilitation
for veterans is ‘fit for purpose now and into the future’. It was also asked to look at whether
the arrangements reflect best practice in the context of workers’ compensation arrangements
(both locally and internationally).
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Understanding the objectives of the veteran compensation and rehabilitation system and the
principles that underpin the system is an important step to determining how well the current
system is performing and what an improved system would look like.

Section 4.1 explores the issue of what the objectives of the veteran support system should
be. Section 4.2 looks at best practice workers’ compensation and contemporary social
insurance schemes for insights into system design and underlying principles for effective
support systems. Section 4.3 outlines the principles that should underpin the veteran support
system. Section 4.4 discusses some policy design issues, including the different treatment of
operational and peacetime service and the rationale for a separate veteran support scheme.

4.1 What should the objectives of the veteran support
system be?

A longstanding commitment to support those affected by service

Support for serving members and their families is widely regarded as a condition of service.
Australians serve in the Australian Defence Force (ADF) knowing that they could be injured,
or they may die, as a result of their service, and expect (like anyone who is employed) that
they (or their family) will be supported in the event of a work-related injury, illness or death.

The Australian Government is committed (and has been since World War 1) to supporting,
and reintegrating into society, those who are affected by their service in the ADF (box 4.1).
The Prime Minister Billy Hughes first made this commitment to the Australian troops when
he stated at the 1917 Premiers’ Conference that:

We say that the care of the returned soldier is one of the functions of the Commonwealth
Government. ... They go out to fight our battles. We say to them: ‘“When you come back we will
look after you’ ... (Hughes 1917, cited in Lloyd and Rees 1994, p. 69)

Bob Hawke, when he was Prime Minister, also commented that the Australian Government:

... firmly believes that we should be generous in our treatment to those who have suffered
disabilities because of their participation in war and in the treatment of the widows and orphans
of those who have died as result of war service. (Hawke 1985, cited in Clarke, Riding and
Rosalky 2003, p. 96)

And more recently, Darren Chester, the Minister for Veterans’ Affairs, said ‘I recognise the
Australian community has a clear expectation that veterans and their families will be well
looked after’ (Chester 2018e, p. 9688).

Many participants to this inquiry also spoke about the Government’s commitment to
veterans and the recent announcement of a military covenant confirms this commitment to
supporting ADF personnel and veterans (box 4.1; Morrison and Chester 2018b).
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Box 4.1 A commitment by Australians to veterans and their families

A number of participants to this inquiry referred to the commitment of the Australian Government
to provide for injured or ill veterans, and for veterans’ widows and dependants.

Vietnam Veterans’ Federation of Australia:
No other Australian is expected to, or may be directed to, engage in war or war-like activity either within
the country or overseas to defend their nation’s interests. For almost a century this exclusivity has been
recognised by Australian Governments and the citizens and justified by unique and specific Acts of
Parliament which provide continuing support to veterans. (sub. 34, p. 11)

War Widows’ Guild of Australia:

The member who joins the military commits to perform a service which will maintain the security of our
country. They are obliged to serve this country at the behest of this country’s political leaders with little
or no ability to refuse.

We join the Alliance of Defence Service Organisations’ call to ensure that all levels of government honour
the social contract with the veteran and their family. This country must commit to ensure that the veteran
and his/her family are well supported following service with compensation or pensions that ensure that
the standard of living is not below the poverty line. (sub. 87, p. 1)

Giselle Fleming:

The Australian government has a responsibility to ensure it supports the people, families and
communities who have chosen to serve their country. (sub. 33, p. 2)

Veterans’ Advisory Council and the Veterans’ Health Advisory Council of SA:

As we exit the centenary of Anzac commemorative period, consideration of a Veterans’/Military Charter
or Covenant is appropriate as an agreement of responsibility and trust between all service personnel,
the government and the people of Australia. This would be a no cost to budget action, and will provide
the moral and legal grounds to provide the government guarantee to all veterans’ services. (sub. 96, p. 4)

In effect, the Australian Government has made a social contract with serving personnel that,
in return for their service, they (and their families) will be looked after if they incur a
service-related injury, illness or death. This social contract, or acceptance by the Australian
Government of a ‘duty of care’ to veterans for service-related injuries and illnesses (while
they are in service and beyond), could influence recruitment and retention of ADF members.
As the Royal Australian Armed Corps Corporation said, the many speeches by members of
government over a hundred years are:

... a comprehensive, unequivocal statement by the Government of Australia that it owes a duty
to those who serve this country and that the binding duty to adequately provide for injured
veterans, veterans’ widows and dependants is a burden that this country has and will continue to
be borne. (sub. 29, p. 7)

The Department of Veterans® Affairs (DVA) also said:

... a fundamental role of DVA has been the provision of a substantial part of the ‘offer’ that is
made by the nation to each service member prior to and on enlistment. This offer recognises the
willingness of the enlistee to commit to service, be subjected to military discipline, and to be
placed in harm’s way for Australia. In return, the Australian Government will look after them,
including when they leave service. (sub. 125, p. 3)
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Contributions made by serving members on behalf of the community are also recognised
through a range of dedicated avenues. These include remuneration, commemorations such
as the annual Anzac Day public holiday and related ceremonial activities, war memorials
and installations, the maintenance of war graves, and the Roll of Honour (chapter 2).

The community also shows appreciation by donating to ex-service organisations, and by
showing respect for service when directly interacting with members of the veteran
community.

Australia has also had a separate veteran support system for over 100 years (chapter 3).
DVA, commenting on the objectives of the current veteran support system, said they were:

... to provide support to those who serve or have served in the defence of our nation (and to their
families), when they have been injured, suffered illness, or have died in or as a result of their
service.

Ensuring that veterans who leave service are, with their families, fully able to participate in
civilian life, and can thereby enrich our communities, is one of the highest aims for any system
of military compensation and rehabilitation. (sub. 125, p. 1)

The objectives of the system, however, are not clearly set out in legislation (box 4.2).

Box 4.2 The objectives of the system are not defined in legislation

Across the three relevant pieces of veteran legislation, none have legislated objectives against
which performance can be measured. The titles of the legislation, however, provide some insights
on objectives.

o Veterans’ Entitlement Act 1986 (VEA): ‘An Act to provide for the payment of pensions and
other benefits to, and to provide medical and other treatment for, veterans and certain other
persons, and for other purposes’.

o Safety, Rehabilitation and Compensation (Defence-related Claims) Act 1988 (DRCA): ‘An Act
relating to the rehabilitation and treatment of, and compensation for, members of the Defence
Force, and for related purposes’.

o Military Rehabilitation and Compensation Act 2004 (MRCA): ‘An Act to provide rehabilitation,
compensation and other entittements for veterans, members and former members of the
Defence Force, and for other purposes’.

While the common theme is providing support for veterans, the different Acts appear to have
different concepts about what best constitutes support — the VEA has a focus on compensation,
while the DRCA and MRCA have more of a focus on rehabilitation.

Some participants pointed out this dichotomy of objectives and priorities:

. there is conflict in the current mix regarding DVA intent. We have a VEA which is clearly
compensation-focussed and DRCA and MRCA which have the legislative capacity to deliver very
effective rehabilitation and wellness services. (RSL QLD, sub. 73, p. 6)

... the current system fails to uphold those priority objectives [outlined in the Commission’s issues paper],
in particular because the VEA has a very inadequate focus on rehabilitation and return to a fulfilled civilian
life ... [the DRCA] had a much improved focus on rehabilitation. (Peter Sutherland, sub. 108, p. 1)
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And while DVA acknowledged the longstanding commitment of the Australian Government
to supporting veterans, it also said that ‘such longstanding acceptance should not and does
not confer immunity from examination as to relevance and appropriateness’ (sub. 125, p. 2).

Improving wellbeing should be the overarching objective

When thinking about what the objectives of a veteran support system for the future should
be, the key question is — how can the Australian community best support or best meet the
needs of veterans?

When we asked participants to this inquiry what the objectives of a future system for
supporting veterans should be, many said they should be about improving the lives or
wellbeing of veterans and their families. Many also said that the system should take a
long-term and ‘holistic’ approach to supporting veterans. For example:

o the Department of Defence (DoD) said that ‘the priority objectives for veteran support
should be to ensure the long-term wellbeing, successful rehabilitation and transition for
veterans into civilian life’ (sub. 127, p. 4)

o the Veterans’ Advisory Council and the Veterans’ Health Advisory Council of SA said
‘every effort must be made to ensure that those who have entered the profession of arms
can access appropriate health, mental health, welfare, compensation and rehabilitation
services both during and after their service obligation. Access to services should be
streamlined, intuitive, and non-confrontational’ (sub. 96, p. 2)

o Maurice Blackburn Lawyers said ‘the military compensation scheme, including the
legislation and administration of the scheme by the DVA, should take “an holistic
approach to injured personnel by integrating the safety, rehabilitation, resettlement and
compensation elements™’ (sub. 82, p. 4).

Another common theme from submissions was that the veterans’ system should recognise
the unique nature of military service and be focused on rebuilding lives or returning military
personnel back to their former state (where possible).

o The Air Force Association said ‘Any compensation and rehabilitation system for
veterans and their families must be “fit for purpose”, recognising the unique nature of
military service. Its principal aim is to return the veteran who has suffered injury or
illness due to service duty to his/her former physical and/or mental health state and when
this is not possible provide life-long treatment and financial support’ (sub. 93, p. 6).

o The Defence Force Welfare Association (DFWA) said ‘If the member was broken due
to military service to the Nation, then the Nation has a moral obligation to restore and
financially support the person to an “as new” condition as possible. In no other
occupation can a person be deliberately put in harm’s way’ (sub. 118, p. 31).

o The Returned & Services League (RSL) of Australia argued that ‘The primary objective
for an ADF member who has suffered an injury or disease should always be a return to
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health and a return to work, as this is the best outcome for the member’s physical and
mental health, their family, the ADF and any future employers’ (sub. 113, p. 3).

It is also the Commission’s view that the overarching objective of the veteran support system
should be about improving the wellbeing of veterans and their families. The system should
have at its core minimising harm to veterans from military service and rebuilding lives
affected by service. And as with all other government programs, the support system should
achieve this objective while ensuring value for money for the Australian community and
providing supports in the most effective and efficient way. This includes avoiding
unnecessary and costly duplication of services and ensuring that funding provided to
improve the lives of veterans is focused on the areas where it can have maximum impact.

A number of participants also pointed to the importance of ensuring good outcomes for
veterans while ensuring value for taxpayers’ money (box 4.3).

Box 4.3 Good outcomes for veterans and value for money matter

Slater + Gordon Lawyers:

There have been a number of budget allocations in the last two years designed to improve [DVA's]
services. My fear now is that there will be a lack of auditing to ascertain whether these significant
budgetary increases will actually provide a positive change to veteran support services. Without an
auditing process, valuable taxpayer dollars could be wasted without any accountability or redress. This
is of serious concern to me as | am faced, on a day-to-day basis, with the consequences of what the
system can do to injured veterans and their families. (sub. 68, p. 10)

Employers Mutual Limited:

Constantly reviewing the quality of providers and the effectiveness of treatments being administered is
essential. If this does not happen, DVA risks funding redundant treatments, which does not benefit either
the veteran or DVA'’s bottom line. (sub. 90, p. 6)

Stephan Rudzki:

Both Defence and DVA spend considerable sums of money on the provision of external medical services,
but | am unaware if there has been any determination of the cost effectiveness of those services in terms
of reduced morbidity and improved employment outcomes. (sub. 40, pp. 4-5)

Returned & Services League of Australia (NSW branch) said that one of pressing requirement is:

Minimisation of inefficient spending (on everything from one-size-fits-all medical treatments to DVA
offering services already provided by ESOs [ex-service organisations]) as a means of maximising both
well-being of veterans and their families, and value for taxpayers. (sub. 151, p. 5)

Dr Dabovich:

When our veterans are transferred to the care of DVA they also have no accountability because it's an
open ended resourcing to which they are not motivated to monitor, and | think, you know, | am not one
to suggest that our spending on veterans’ health ought to be capped, but we need to do it more
responsibly. (trans., p. 960)

The Commission also agrees that, when thinking about the wellbeing of veterans and their
families, and the costs to the community (or taxpayers) of supporting veterans, it is important
to take a long-term or whole-of-life approach. This is important for getting the best outcomes
for veterans and their families and for ensuring an affordable and sustainable system.
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The Defence Mental Health and Wellbeing Strategy 2018-2023 already recognises the need
for a whole-of-life approach to supporting ADF members. The vision for this strategy is that
Defence personnel will be Fit to Fight, Fit to Work, Fit for Life and that Defence will:

. lead a whole-of-organisation approach to mental health and wellbeing, from time of
recruitment, through military and public service careers and through to transition and life beyond
Defence. (DoD 2017h, p. 6)

DVA also acknowledges that a core issue ‘as it progressively implements the veteran-centric
model will be the extent to which it focuses on the whole-of-life wellbeing of veterans’, and
that this is not its current focus:

If this were to be DVA’s central tenet for its operations, it would reflect a philosophical move
away from focusing on payments, benefits and compensation, to a stronger focus on veterans’
health, wellbeing, rehabilitation and productivity. (sub. 125, p. 18)

A whole-of-life approach involves taking into account each of the life stages of military
personnel — recruitment, in service, transition and ex-service (figure 4.1).

« When members are serving, preventing injury or illness is critical to minimising the harm
to veterans from service and the lifetime costs of injuries and illnesses to the
compensation and rehabilitation system (this is in the context of the unique occupational
risks associated with military service, chapter 2).

« In all life stages, timely, appropriate and effective rehabilitation and health care is
important for minimising harm (or costs) to veterans and their families and taxpayers.
Early and effective rehabilitation can reduce the overall cost of care, the number of
medical discharges and the need for compensation.

« Timely and effective transition support in service, during transition and post-service are
also important because the way members make the transition from military to civilian
life can affect their long-term wellbeing (for example, if veterans are poorly prepared for
transition they can experience poor mental health and long periods of unemployment).
Post-service, some veterans may develop service-related conditions and need timely
access to supports (such as health care, rehabilitation and compensation) to minimise
harm. This points to the importance of a sustainable system — veterans want assurance
that supports are available if, and when, they need them.
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Figure 4.1
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What do we know about what is important for veterans’ wellbeing?

To design a future support system that has at its core improving the lives of veterans and
their families, it is important to understand what is important for their wellbeing.

When we asked about veterans’ needs and what was in their best interest, participants said
that veterans’ needs (which for the most part have not really changed over time) cover the
following broad areas:

« health care for injuries and illnesses sustained during service

« rehabilitation, including vocational re-training

« transition support, including support to adapt military skills to civilian life
« income support

« social support from families and others (box 4.4).

That said, since the system’s inception (about 100 years ago) knowledge about how to best
respond to veterans’ needs has broadened significantly.

Box 4.4 What participants said about veterans’ needs

Stephan Rudzki:

Veterans’ needs remain unchanged. They require ongoing health care for injuries/ilinesses sustained
during service. They want to be working as best they are able. They require income support if they are
unable to work. But employment is a key component of health and well-being, and specific efforts should
be addressed to assist transitioning members to obtain employment. (sub. 40, p. 1)

TPI Federation Australia:

The system of Veterans’ support should provide the veteran with their full entittements under the various
Acts to ensure for the welfare, medical, and financial support to allow the Veteran to live a life
commensurate with any civilian counterpart. (sub. 134, p. 18)

Hume Veterans’ Information Centre:

Priority objectives for Veteran Support: 1. Health and wellbeing of the veteran. 2. Rehabilitation. 3.
Occupational Re-training / job placement. 4. Compensation. 5. Support/compensation to veteran
families. (sub. 121, p. 1)

Department of Defence:

Veterans’ basic needs have not fundamentally changed over time. A veteran re-entering civilian life still
needs the means with which to support themselves; they also need to adapt their military skills to the
civilian workforce. (sub. 127, p. 6)

Department of Veterans’ Affairs:

A number of key issues have emerged both in Australia and internationally for the newest cohort of
veterans. While these issues are not new, for veterans they are having to be addressed in the context of
modern-day society. The main issues here include veteran mental health and suicide/self-harm,
transition and integration, employment, homelessness, and incarceration. (sub. 125, p. 13)

... while the group of female veterans is relatively small, there are specific new support needs for this
group as they transition out of service ... (sub. 125, p. 10)
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The domains of veterans’ wellbeing

Drawing on examples elsewhere (AIHW 2018d, pp. 5-6; Thompson et al. 2016, p. 15), and
what we were told about what is important for the wellbeing of veterans, the Commission
has set out a model of veterans’ wellbeing? (figure 4.2). The wellbeing domains in the model
are interrelated. For example, a veterans’ health can affect their employment, income and
finance, and social integration. The domains and their relationship to support is discussed
below.

Figure 4.2 A model of veterans’ wellbeing
Domains of wellbeing
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Sources: Productivity Commission analysis, drawing on AIHW (2018d) and Thompson et al. (2016).

Health

Health is important for how people feel and function and it contributes to both social and
economic wellbeing (AIHW 2018d). The wellbeing of individuals can also influence their
physical and mental health, leading to two-way feedback loops2. Health is also important for
the wellbeing of the broader community as healthy people are more productive and better
able to engage with others.

Though there are many competing definitions of wellbeing, the Commission has chosen to define veteran
and family wellbeing as the physical, mental and emotional state of the individual.

Some studies have shown that having positive or negative feelings (a proxy of wellbeing) can predict short-
and long-term longevity (Stegeman 2014, p. 9).
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Understanding the factors driving the physical and mental health of veterans is important for
designing supports. As discussed in chapter 2, military service promotes protective factors
(by providing a focus on physical fitness and access to health care) that can lead to improved
health outcomes, but it can also place veterans at a greater risk for various (mental and
physical) injuries and illnesses and exacerbate certain conditions. As DVA said:

Veterans in Australia form a diverse and dispersed group of the population, with health and
rehabilitation needs different to other parts of the population. They may have been transitioned
from service with severe physical injuries from their war service or from their service under
warlike conditions, or they may have suffered mental trauma from those situations, or both. Some
veterans may unknowingly have ailments with no immediate symptoms; however, these
conditions may be triggered at some point in the future with symptoms requiring treatment, or
may never manifest. Veterans with peacetime or non-operational service may also have an
immediate injury, or one that may manifest some years later. (sub. 125, p. 12)

The Commission heard from many participants about the incidence of mental health
disorders among veterans and the importance of providing appropriate support. For example,
Orygen (the National Centre of Excellence in Youth Mental Health) said:

For young ex-serving personnel, their duration of service and a potential loss of protective factors
following separation from the ADF are risk factors for mental ill-health. These issues should be
considered when developing veteran rehabilitation services. (sub. 67, p. 2)

In a recent survey one in three transitioned ADF members reported high to very high
psychological distress (Van Hooff et al. 2018b). And the rate of suicide among young
ex-serving men (under 30 years old) is 2.2 times that of Australian men of the same age
(AIHW 2018g, p. 1).

Some stakeholders noted the increasing proportion of women in the military also has
ramifications for understanding veterans’ health needs. For example, DVA (sub. 125, p. 14)
noted that female veterans are more likely to need support for issues such as domestic
violence, female health, and physical or sexual abuse or harassment.

Employment

Employment provides individuals with a sense of purpose and plays a substantial role in
their quality of life — including in their mental health. The benefits of employment manifest
themselves through greater financial independence, facilitating social relationships and
enhancing emotional wellbeing (AIHW 2018d, p. 13).3 As with health, the overall wellbeing
of the individual can also impact their ability to obtain employment.

Veterans face distinct challenges in securing employment after their discharge. While the
military offers a unique experience and skill set (communication, teamwork, problem
solving, self-management, planning), some veterans can find it difficult to translate these

3 Reviewing data from the ABS’s National Health Survey, Flatau, Galea and Ray (2000) found that the
unemployed exhibit poor mental health and wellbeing outcomes relative to the full-time employed.
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skills into the civilian environment. Some veterans will also enter the civilian workforce with
a disability or long-term health condition.

Some of the protective features of service can also be lost as members transition to civilian
life, including a sense of belonging, identity and purpose, social support and a structured
environment (NMHC 2017b; Orygen, sub. 67, p. 2). Veterans may not have sufficient skills
for managing in civilian life (because while in the military some aspects of civilian life, such
as housing and health care, were largely taken care of for them). As a result, some veterans
may be at risk of poorly integrating into civilian life and will require support during the
transition period. These issues are discussed in detail in chapter 7.

A successful transition to civilian work is also associated with improved mental health,
enhanced self-esteem, and overall improved quality of life (AIHW 2018d; O’Connor et
al. 2016). The importance of rehabilitation and a return to work (or meaningful activity) for
the wellbeing of (particularly contemporary) veterans and their families was a recurring
theme (box 4.5).

Box 4.5 The importance of work for wellbeing
Many submissions mentioned the importance of work for the wellbeing of veterans.

Returned and Services League of Australia said:

The primary objective for an ADF member who has suffered an injury or disease should always be a
return to health and a return to work, as this is the best outcome for the member’s physical and mental
health, their family, the ADF and any future employers, and the majority of injuries and diseases may
allow a return to work relatively quickly after initial recovery. (sub. 113, p. 3)

Mates4Mates said:

... despite a physical or psychological injury, veterans have the capacity to lead very active, purposeful
and fulfilling lives ... Research indicates that employment can be a restorative psychological process.
There is no substitute for what employment offers in the way of structure, support and meaning. Positive
and meaningful employment experiences are linked to improved self-esteem, self-efficacy and high
levels of personal empowerment — all of which have a positive effect on mental health and wellbeing.
(sub. 84, p. 3)

Employers Mutual Limited said:

Compelling international and local evidence indicates that employment is generally good for health and
wellbeing, while long-term absences from the workplace, work disability and unemployment have a
negative health impact. (sub. 90, p. 5)

Stephan Rudzki said:
... soldiers wish to be rehabilitated and return to some form of productive work. Having a job is a very
important component of overall health and mental well-being. (sub. 40, p. 4)

Department of Veterans’ Affairs said:

Gaining employment, where appropriate, after leaving military service is a crucial element for the
long-term health and wellbeing of veterans and their families, and particularly to achieve positive mental
health outcomes. (sub. 125, p. 38)
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Education and life skills

Education, training and general life skills are an important part of ensuring an individual can
lead a fulfilling life. Quality education helps people to find high-paying and purposeful
employment, and stay competitive in a rapidly changing labour market (AIHW 2018d,
p. 20). The evidence shows that most of the impact of education on wellbeing is indirect, via
its effect on income and health (Dolan, Tessa and White 2008).

As discussed above, many veterans have military-specific skillsets and qualifications and so
require additional training to find suitable employment after separation. Likewise, there are
many general life skills that are essential to leading a normal life that could be absent or
diminished due to military service. These include: independently seeking medical care (as
all health services for serving personnel are provided by the ADF), applying for and
obtaining employment (discussed above), and securing housing (discussed below).

Income and wealth

Financial status is also a significant factor in wellbeing, influencing, inter alia, an
individual’s independence, access to quality housing and family stability. The literature on
the association between financial wealth and happiness generally indicates that when income
falls below some threshold, wellbeing declines.4 And low-income status can cause poorer
health outcomes and physiological distress for a person (AIHW 2018d, p. 22). There is also
some evidence that the effect of being in poverty can lead to poorer decision making, which
can have other adverse effects on wellbeing (Shah, Mullaiathan and Shafir 2012).

There is some evidence to show that veterans can experience financial challenges as they
adjust to civilian life (chapter 7). DVA noted that:

Financial counselling might also be an area of emerging need, where some former ADF members
may struggle to manage their finances once outside of a military structure. There is strong
evidence of an interrelationship between financial difficulties and poor mental health; in addition,
money issues are widely associated with spouse or partner disputes and family breakup.
(sub. 125, p. 13)

Part of this is due to the higher relative income of serving members but also the impact of
reduced time in the civilian workforce on earning capacity. As a result, veterans can face
reductions in their incomes (chapter 7) at a time when they may be facing additional costs
as they transition (relocation, housing and healthcare costs). And veterans who leave the
military because of illness or disability can have a reduced capacity to earn an income and
may need income support. Families can also need financial support, and compensation for
loss of income, when a veteran dies as a result of service.

4 The wellbeing impact of extra money, once a certain threshold of wealth has been reached, is more
controversial. The ‘Easterling’ paradox, inter alia, implied that relative income was a more important
determinant of happiness than absolute income. However, more recent and richer cross-country data have
cast doubt on this (Stevenson and Wolfers 2008).
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Social support and integration

Social support and integration act as protective factors on individual wellbeing. A person
who is well supported has a lower risk of poor health outcomes and lower mortality. Both
perceived and actual social support are strongly predictive of wellbeing (Deiner and
Seligman 2002; Siedlecki et al. 2014). There are two broad types of social support: formal
services and supports offered by government and non-government bodies, and informal
support provided by friends and family (AIHW 2018d, pp. 9-10).

The peer support offered through ex-service organisations also has a substantial impact on
veterans’ wellbeing by providing connectedness and a way of being linked to their military
past. It is also the case for many dependants of veterans who have died as a result of service,
such as war widow(er)s, who find support in peer-based organisations.

Families, too, play an important role in supporting the wellbeing of veterans at all stages of
their military career. As the Family Wellbeing study said, ‘a common saying in the military
is that when one person joins, the whole family serves’ (Smart, Muir and Daraganova 2018,
p. 5). This support role becomes particularly important during transition when, as noted
above, members can find the experience challenging and this can affect them, which in turn
can affect the health and wellbeing of the veteran’s family.

That said, in many instances, families should not be the sole source of support. As one
veteran said:

When | discharged from the Military and moved away from all my military friends, | had no
friends in the civilian world. | was completely isolated to be honest. Getting a support network
outside of my family was important because the whole carer fatigue angle is really corrosive to
family relationships. They want to care for you and they want to support you but at the same time
it is a massive burden. (DVA 2018ac)

Recognition for service

Recognition for service can also be important for the wellbeing of veterans. As Brendan
Nelson said:

One of the contributors to post traumatic stress is ‘meaninglessness’. If you think that what you
did doesn’t count, that it’s not appreciated, known and understood by your nation, and that your
people are proud of it, you are more likely to suffer. (Nelson 2019)

As discussed earlier, commemorations, parades and other public ceremonies are important
for recognising veterans’ service, and they are a way of connecting veterans to the broader
community. As DVA put it:

The commemorations function is considered an integral part of the Government’s commitment
to the members of its serving forces. Through acknowledging and remembering past service and
sacrifice, this function not only develops the community’s acknowledgement of military service
and veterans’ role in it, but it also reinforces veterans’ understanding of their own role and
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purpose, thereby contributing significantly to validation of their service and their mental health
and wellbeing. (sub. 125, p. 12)

Not all service needs be recognised the same way, and some veterans do not want any
recognition for service. While the Commission has used the Australian Government’s
definition of a veteran (as anyone with a single day of continuous military service), it also
recognises that a day of service is not same as many years of service or being deployed on
operational service. It is important that recognition appropriately differentiates between the
different kinds of service.

Recognition can also be important for the families of veterans. The War Widows’ Guild of
Australia encouraged the Commission to ‘recognise, support and celebrate the Defence
Family in the future arrangements for compensation and rehabilitation’ (sub. 87, p. 2).
Brendan Nelson also relayed the story of a mother of a commando who was killed in a
Blackhawk crash in Kandahar, saying ‘Thank you for making my son’s memory live’ on
seeing the Afghanistan exhibition at the War Memorial (Nelson 2019).

Housing

Secure housing is an important determinant of the health, employment, education and social
connections of veterans. Generally the location of a home can affect one’s access to
education, employment, medical services and public amenities (which promote social
connections).

As discussed in chapter 2, while members are serving in the military, they either live on
barracks or are assisted to find and rent (or buy) accommodation. However, some veterans
when they leave the service can find it difficult to secure suitable housing.

International evidence suggests that veterans are at greater risk of homelessness (chapter 7).
And while there are a lack of good Australian data, surveys of (self-identifying) inner-city
homeless populations have found that veterans were overrepresented (chapter 2).
Homelessness is strongly associated with mental health problems — about one-third of those
accessing homelessness services in Australia were experiencing mental health problems
(AIHW 2018h, p. 43).

4.2 Best-practice features of other support schemes

Workers’ compensation schemes

A focus on the wellbeing of veterans and the community and taking a whole-of-life approach
to supporting veterans is consistent with contemporary best practice workers’ compensation
schemes. In these schemes, the focus is on getting the best outcomes for injured or ill workers
at the most affordable and sustainable cost.
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Clearly stated objectives, set out in legislation, are a feature of best practice workers’
compensation schemes. The main objectives of workers’ compensation schemes are to
encourage injury prevention, and to rehabilitate and compensate injured workers fairly while
being financially viable (box 4.6). As the seminal report of the New Zealand (Woodhouse)
Royal Commission on Compensation for Personal Injury said:

Injury arising from accident demands an attack on three fronts. The most important is obviously
prevention. Next in importance is the obligation to rehabilitate the injured. Thirdly, there is the
duty to compensate them for their losses. (Woodhouse 1967, p. 19)

Best-practice schemes are also underpinned by guiding principles, such as:

« work is good for your health — once an injured worker has recovered sufficiently, further
recovery will be aided by resuming work

« appropriate incentives — to encourage positive outcomes for injured workers and for the
scheme’s financials

« target supports and services to the more seriously injured — and limit benefits for minor
injuries to what is essential

« strive for efficiency — a streamlined scheme, managed efficiently, will benefit all
participants and will maximise the proportion of payments made to claimants

« establish clear expectations — to minimise ambiguity and increase accountability

« minimise politics — purely political agendas should not drive scheme design or
management (ICA 2015, p. 12).

In the context of workers’ compensation, the Insurance Council of Australia said ‘best
practice means sustainability’, where a sustainable scheme ‘satisfies stakeholder
expectations over an extended period so there is no financial need or political imperative to
reform the scheme’ (ICA 2015, pp. 3, 9). Employers Mutual Limited (EML) also said that
‘there is an overarching understanding that compensation schemes need to be financially
sustainable in the long term’ (sub. 90, p. 2).

In a financially sustainable scheme, premiums paid by employers fully fund the cost of the
scheme (that is, the costs of claims, scheme expenses and a return on capital). The premiums
also need to be affordable, and emerging risks need to be identified and managed.
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Box 4.6 Objectives and best-practice criteria

Insurance Council of Australia

The Insurance Council of Australia considers the following as appropriate objectives of workers’
compensation schemes:

e to contribute to the prevention of injuries
e to support injured workers in returning to work/assist with full recovery
e to compensate fairly

« be affordable and financially viable (charge employers premiums that are affordable, reflect
risk and fully fund the liability) (ICA 2015).

May and Casey

May and Casey identify similar objectives to the Insurance Council of Australia and set out the
following best-practice criteria for an effective workers’ compensation scheme.

e Scheme stability and predictability: a fully funded scheme, with stable and predictable
performance, which allows the scheme to be sustainable without legislative change for a
substantial period (in excess of five to seven years).

o Affordability: premiums are affordable for those required to pay them.

o Work outcomes are optimised: the health benefits of work are recognised and all stakeholders
— employers, employees, doctors, health providers, insurers/claims agents — are focused on
workers recovering at, or returning to, safe work depending on their capacity.

o Fair and just compensation: ensuring injured workers are fairly and consistently compensated
for injuries, with a focus on those who have suffered severe or catastrophic injury.

¢ Scheme efficiency: that the majority of premiums collected are returned to injured people and
administrative costs associated with running the scheme are kept to a minimum, while keeping
system-generated stressors to a minimum.

o Scheme adaptability: the capacity to respond to changes in economic and social climates and
the efficient collation and analysis of data to measure scheme outcomes and performance
(May and Casey 2014).

Heads of Workers’ Compensation Authorities

The Heads of Workers’ Compensation Authorities, commenting on features of well-functioning

schemes, said these included:
... a workplace-based approach to managing injury, rehabilitation and return to work, supported by strong
financial incentives and obligations for employers to get injured workers quickly and safely back to work
and for workers to participate in focused programmes aimed at return to work ... As well, quality primary
decision making in relation to claims, clear non-adversarial dispute resolution forums to resolve
contested claims and integrated administrative and service delivery systems are design features of
schemes which display exemplary features. (1997, p. 46)

The features identified as driving scheme sustainability include:

» balance — a best-practice scheme is not so generous that it is unaffordable, but also not
so limited that it causes hardship or community concern
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fairness — the scheme is considered by stakeholders to be fair

consistency — a scheme with consistency in design and management (across different
parts of the scheme and across time) will be more sustainable

culture — a culture where the focus is on ‘capacity rather than incapacity’ (ICA 2015,
p. 10).

A sustainable scheme also requires the various scheme components — scheme management,
scheme culture, entitlements and dispute resolution systems — to be working consistently
(figure 4.3).

Figure 4.3 A sustainable scheme requires different components

working consistently

Dependent on legislation Dependent on howthe scheme is run
Entitlements
(eligibility & benefits) Management

Scheme sustainability

Dispute Scheme
resolution system culture

Source: ICA (2015).

In part because of the need for schemes to be free of political influence, a board with a
commercial structure (and relevant expertise) is considered best practice for the scheme
regulator.

Other features of a best practice workers’ compensation scheme include:

administrative dispute resolution processes (rather than judicial), with decisions made by
a tribunal that is inquisitorial rather than adversarial in nature

one level of appeal from a decision — on medical issues this should involve a medical
panel and on other issues, senior members of the tribunal

access to courts only when there are important or novel issues involved

evidence-based management of the scheme — consistent and reliable data analysis is
important for identifying and responding to emerging pressures

a positive culture with outcomes such as:
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— high employer engagement in claim outcomes
— open and transparent decision making

— low appeal rates for decisions (ICA 2015).

Further, a strong emphasis on early rehabilitation and return to work — under the premise
that return to work is good for you — is another element that is increasingly important for
both the wellbeing of those injured and for the financial sustainability of the scheme (May
and Casey 2014).

To enable a focus on rehabilitation and sustainability, workers’ compensation schemes are
increasingly focusing on improving scheme administration and case management.
Successful case management has a number of elements including building effective rapport
and buy-in from clients, triaging clients to identify where most support will be needed and
fast processing to allow access to support as early as possible. Such an approach is important
for ensuring maximum return to work from rehabilitation, enhancing client wellbeing and
containing scheme costs (SwissRe 2016, p. 4).

Contemporary disability support schemes

Recent reforms in disability support (and human services generally) also reveal a number of
trends and changes in philosophy that are relevant for veteran support. Key changes in this
area include:

« individualisation of supports and a wellbeing focus
« consumer-directed services

« along-term view of costs and benefits (box 4.7).

At the heart of the changes is a focus on building the ability of individuals to engage with
and contribute towards society (the ‘social model’) rather than assuming their limitations
based on their diagnosed disability (the ‘medical model’) (PC 2011a, p. 98). Using the
example of someone who has lost a limb, Gade pointed out the differences in approach
between the two models:

The medical model of disability says that an amputee is automatically ‘disabled’ by virtue of his
limb loss — even if he is capable of leading a largely independent, normal life — and is devoted
strictly to restoring, to the extent possible, the lost functionality of the limb. Support under this
model focuses almost exclusively on the patient’s infirmity, and in some ways defines the patient
by his impairment; the disabled person is viewed as a victim, and the purpose of the disability
system is seen as providing benefits, rather than encouraging a return to functionality.

A more modern approach is the broader, ‘social model’ of disability, which assumes that a
physical ailment is only one component of determining whether a person is truly ‘disabled’. The
social model adds environmental and personal factors to the physical diagnosis. It takes account
of the fact that a wheelchair user, for example, is much more ‘disabled’ in an environment in
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which his movement is constrained by obstacles — curbs, stairs, and so forth — than he is in an
environment in which he can easily get around using lifts, elevators, and ramps. (2013)

Box 4.7 Features of the contemporary disability support approach

Individualisation of supports and a wellbeing focus

The shift to individualisation of supports is largely about a focus on the wellbeing of individuals.
This typically involves allocating supports more flexibly on an individual basis rather than having
a black letter, welfare approach. It enables decision makers to meet the needs of the individual
to engage in the community and exercise greater control over their life. In some cases,
individualisation is not feasible and would generate little gains over a simple, objective set of
criteria for access — typically this is more the case for monetary transfers than for in-kind services.

Consumer-directed markets

The trend towards individualisation is further assisted by having consumer-directed services.
There are various approaches to this, but typically the client is given a capped budget that they
can use to purchase their services in a competitive market. This further enables individualisation
and a wellbeing focus because clients will seek services that best suit their needs within a budget
that is sustainable. This trend is most apparent in the National Disability Insurance Scheme and
certain accident compensation schemes where almost all services are market provided and
subject to capped budgets. As with individualisation of support, consumer-directed services are
a means and not an end. They should be used where feasible and desirable but, where they are
not, alternative policy tools are available — such as government directly contracting services
where competition is limited by thin (or absent) markets.

Long-term view of costs and benefits

Another shift in focus has been towards taking a long-term view of the costs and benefits of
government-funded supports. This is achieved through the use of large, longitudinal datasets on
support packages and their costs as well as client outcomes. This can remove false economy and
achieve long-term cost reduction — for example, a person with a disability receiving funding to
modify their own vehicle rather than relying on more expensive taxi subsidies. These systems
also enable reliable inference about the benefits and supports — for example, whether a surgical
intervention would improve a patient’s lifestyle more than treatment through ongoing medication
(even where costs are similar).

This long-term focus is not feasible across every government service and even within
consumer-directed schemes it has its limitations. Analysis of scheme costs and benefits in the
aggregate can reveal trends and filter down to better decision making at the individual level but
there will always be a great deal of discretion required by individual decision makers.

Sources: PC (2011a, 2017d).

The social model of disability, with an emphasis on people’s ability and potential, sits well
with a focus on wellbeing (noting the evidence about the link between work and social
participation and wellbeing). As the Organisation for Economic Cooperation and
Development said:

The term ‘disabled’ should no longer be equated with ‘unable to work’. Disability should be
recognised as a condition but it should be distinct from eligibility for, and receipt of, benefits,
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just as it should not automatically be treated as an obstacle to work. The disability status, i.e. the
medical condition and the resulting work capacity, should be re-assessed at regular intervals.
(2003, p. 11)

The social model is an active rather than passive approach to meeting client’s needs. Welfare
only requires a passive approach because, once eligibility is established, it is about paying
benefits while the active social insurance approach requires continuous reassessment of need
and tailoring of support. As EML said:

Social insurance schemes around the world are maturing to deliver highly-personalised services,
with choices for case management ranging from self-management to support and
intervention-based models — all ultimately depending on individual needs. There is growing
acknowledgment that active support for families in turn helps injured persons, too. (sub. 90, p. 2)

A number of stakeholders alleged that DVA’s approach is more closely aligned to the passive
approach. For example:

The culture is one of being rewarded for increasing disability, with little incentive to get better.
(Peter Reece, sub. 49, p. 2)

... the key deficiency in DVA’s current approach is the lack of clear messaging regarding the
importance of wellness. (RSL Queensland, sub. 73, p. 7)

There is an inadequate focus on managing individual veteran treatments and scheme costs (i.e. a
passive approach), resulting in over-servicing, as well as the regular administration of concurrent,
ineffective and/or potentially harmful treatments. (EML, sub. 90, p. 6)

Veteran support schemes in similar countries

Veteran support schemes in similar countries have common and different features to
Australia’s system (box 4.8). One shared feature is that they all have a separate support
system for (at least war) veterans.

While the different approaches adopted internationally provide ideas on what could be
considered in Australia, there is no clear, single ‘best-practice’ scheme. This is in part
because what works overseas will not necessarily work in an Australian setting, given the
different social and institutional arrangements (for example, the United States health care
and social support system is very different to Australia’s). Returned and Services League of
Australia cautioned against trying to import a foreign system ‘based wholly on that country’s
cultural and historical context, including their military conflict context in the past and its
influence on national cultural character’.

The nature of Australia’s military, its historically voluntary nature and its impact on the evolution
of Australian culture and identity is central to much of Australia’s perception of and treatment of
veterans and how we see the future of veterans’ support in this country. It would seem better to
work within the system that we have, that has grown around our cultural and historical context,
to repair the shortcomings in the system, than to adopt a system based on a different cultural
identity and context that may prove wholly inappropriate for the Australian context.
(sub. 113, p. 11)

OBJECTIVES AND DESIGN PRINCIPLES 183



Box 4.8 Features of international schemes

The Commission looked at the features of some military compensation schemes in comparable
countries and found variation across the schemes in their complexity, objectives and focus,
service delivery models, treatment of peacetime service and their eligibility rules. There is no clear
‘best approach’, and the fact that scheme features vary across time and countries with close
military ties suggests that the schemes should be tailored to suit particular circumstances.

That said, most schemes include rehabilitation and compensation among their stated objectives,
although few reference prevention. While having similar stated objectives, the emphasis varies
between schemes. The United States’ and United Kingdom’s schemes appear to focus mainly on
compensating veterans for injury, illness and death while Canada and New Zealand, like
Australia, have shifted to a greater focus on rehabilitation and veteran wellbeing more generally.

Although most of the overseas schemes we looked at have undergone some recent reform,
scheme complexity appears to have increased. Changes have included: expanded
injury/impairment categories, payment levels and types (for both economic and non-economic
loss), pension and/or lump sum payment options, further distinctions between service type, and
‘grandfathering’ for service prior to the introduction of the new schemes. This mirrors the
Australian experience. Only the United States operates a single scheme while New Zealand, the
United Kingdom and Canada have two; Australia is the only jurisdiction (among those reviewed)
with three schemes.

There is variation in the mix and delivery of services across international schemes. Some
schemes only provide compensation (such as the United Kingdom, which has universal health
care through the National Health Service) with little or no rehabilitation while others have a
rehabilitation focus (New Zealand’s Scheme 2). Some cover attendant care (New Zealand and
Australia) while in others this is dealt with in separate mainstream systems (United Kingdom).
Methods of service delivery also differ greatly. For example, in the United States the government
directly provides health care (tiered based on need and means) while the Canadian system has
a card system that allows clients to use their own doctors.

Treatment of different service types also varies. For example, the United Kingdom makes no
distinction between different service types while in New Zealand only war veterans have access
to veteran-specific compensation — peacetime veterans have access to mainstream workers’
compensation arrangements.

The methods of determining eligibility and the benevolence of entry pathways also vary. The
United Kingdom requires claims to establish a connection between injury and service on the
balance of probabilities (similar to the Safety, Rehabilitation and Compensation (Defence-related
Claims) Act 1988) while New Zealand has adopted Australia’s Statements of Principle. The United
States has a hybrid approach where ‘deemed lists’ of conditions allow automatic or easier
acceptance of claims but these only cover a subset of possible conditions. Historically, many
countries, including New Zealand and the United Kingdom, had dual standards of proof but have
since moved to a single standard.

On the issue of the level of benefits provided, the Returned & Services League of Australia said:

With regard to compensation in the broader sense, the range of entitlements and benefits offered to
Australian veterans compares favourably to those offered to Canadian veterans and New Zealand
veterans and superior to those of the United States and the United Kingdom. (sub. 113, p. 26)

Sources: Campbell (2011b); NZLC (2008); Paterson (2018b); UK Ministry of Defence (2016a); US
Department of Veterans Affairs (2018a, 2018b).
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4.3 What principles should underpin the support
system?

Based on the overarching objective of improving the lives or wellbeing of veterans and their
families (or minimising the costs or adverse effects of service) and taking a whole-of-life
approach, the priorities of the system are about restoring veterans to their pre-service state
(as far as practicable). The veteran support system must:

« provide incentives for prevention or minimisation of injury and illness
« promote timely, effective and holistic rehabilitation and transition support and health care
« provide adequate and appropriate compensation

« enable opportunities for social integration.

It is well established that work is good for health and helps recovery and for that reason it
has been a focus of rehabilitation in workers’ compensation schemes. While the Commission
considers that a return to the workforce should remain the primary goal of rehabilitation
services for veterans, it recognises that a broader conception of rehabilitation is also
necessary to enable effective participation in life. As Mates4Mates said:

... the intent of any agency providing rehabilitation services should be focused on assisting
people to function as effectively as possible after an injury, illness, disease or accident. It should
be targeted at assisting them to relearn old skills or find new and alternative ways of doing things
to lead effective lives. (sub. 84, p. 1)

The system should promote wellness, return to the workforce and recovery for life.

And while veterans and their families should also be provided with adequate compensation
for injury, illness or death due to service, compensation should not discourage veterans from
engaging effectively in rehabilitation. There is some evidence to suggest that being eligible
for compensation can worsen an injured person’s health. There are two reasons for this:

« being involved in the compensation process can create an incentive for the injured person
to remain unwell (to ensure continued access to a stream of compensation)

« the compensation process itself can be stressful due to delays, cumbersome processes
and the complexity of the system (May and Casey 2014).

These risks point to the need for careful design and administration of the compensation
element of the veteran support system.

Any government system should also aim to be efficient, affordable (for taxpayers) and
sustainable. A focus on efficiency and financial sustainability requires an understanding of
cost drivers and support outcomes (which requires monitoring and analysis of data). A focus
on sustainability is the means for achieving the best outcomes for both veterans and their
families, and the community.
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The following principles should underpin a future system. It should be:

wellness focused (ability not disability) — with a focus on return to work and recovery
for life

equitable — there should be equal treatment of equal claims

veteran centric — including recognising the unique needs resulting from military service
needs and evidence based — supports should be targeted to those with the greatest need
(most serious injuries) and treatments based on the latest evidence

administratively efficient — the system should be easy for clients to navigate and as
simple as possible to administer

financially sustainable and affordable — achieving value for money and best outcomes
for all stakeholders.

The Commission used these principles to assess the current veteran support system and the
design of a future system (figure 4.4). The inner circle of the left side of the figure are
domains of veteran wellbeing, while the outer circle presents the objectives of veteran
support. The principles underlying this system sit beside the circle.

Figure 4.4 Objectives and principles of veteran supports
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There was strong support for the Commission’s proposed objectives and principles for the
veteran support system (box 4.9).

Box 4.9 What participants said about the Commission’s proposed
objectives and principles

Air Force Association:

The proposed principles and overarching objectives of the veteran support system could not be refuted
and, therefore, are strongly endorsed. The pursuit for wellbeing is the cornerstone of an effective
veterans’ compensation and rehabilitation system. The stated principles and objectives must be reflected
in veterans support legislation, and not just in the preamble, so that their inclusion in the governance and
administration of the system is assured regardless of the type of entity that has custodianship.
(sub. DR267, p. 1)

David Peterson:

The system should embrace the wellness model as referenced in the draft report ... This model should
simultaneously seek to maximise the return on investment made by the Commonwealth whilst
simultaneously achieving the best possible wellbeing for service members and Veterans.
(sub. DR223, p. 2)

David Kelly and David Jamison:

It is agreed that the overarching objective of the veteran support system should be to improve the lives
or wellbeing of veterans and their families, be wellness focused and be administratively efficient.
(sub. DR212, p. 3)

Returned and Services League of Australian (Queensland branch):
... fully supports this recommendation with the added proviso that there should be no detriment to existing
entitlements for veterans. (sub. DR256, p. 10)

The War Widows Guild of Australia:
... agrees that wellness and a whole-of-life approach to the support of veterans should be the overarching
goal of any veteran support system and that this should be focused on ability rather than disability. This
goal should be higher in priority than any financial considerations. (sub. DR278, p. 4)

Allliance of Defence Service Organisations:
... supports without reservation ... the objectives and principles the Inquiry outlines ... (sub. DR247, p. ii)
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RECOMMENDATION 4.1 OBJECTIVES AND PRINCIPLES FOR THE VETERAN SUPPORT SYSTEM

The overarching objective of the veteran support system should be to improve the
wellbeing of veterans and their families (including by minimising the physical,
psychological and social harm from service) taking a whole-of-life approach. This should
be achieved by:

e preventing or minimising injury and illness

« restoring injured and ill veterans by providing timely and effective rehabilitation and
health care so they can participate in work and life

« providing effective transition support as members leave the Australian Defence
Force

« enabling opportunities for social integration

« providing adequate and appropriate compensation for veterans (or if the veteran
dies, their family) for pain and suffering, and lost income from service-related injury
and illness.

The principles that should underpin a future system are:

o wellness focused (ability not disability)

e equity

e Vveteran centric (including recognising the unique needs of veterans and their families
resulting from military service)

e needs based

« evidence based

« administrative efficiency (easy to navigate and achieves timely and consistent
assessments and decision making)

« financial sustainability and affordability.

The objectives and underlying principles of the veteran support system should be set
out in the relevant legislation.

4.4 Some policy design issues

Should there be distinctions between types of military service?

The veteran support legislation distinguishes between different types of military service for
determining access to, and the level of, benefits for veterans. Under the Veterans’
Entitlements Act 1986, for example, some of the service types are ‘eligible war service’,
‘operational service’, ‘qualifying service’, ‘warlike service’, ‘non-warlike service’ and
‘peacekeeping service’. The type of service a veteran is deemed to have undertaken
determines whether or not the veteran’s claim is assessed against the generous ‘reasonable
hypothesis’ test for determining liability and whether the veteran has access to certain
supports (such as the service pension). Under the Military Rehabilitation and Compensation
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Act 2004 (MRCA), the level of benefits differs between service types, as does the use of the
‘reasonable hypothesis’ test (chapter 8). What this means is that veterans with identical

injuries can be entitled to substantially different levels of compensation and support.

Some participants argued that the distinctions are unfair and should be removed (box 4.10).

Box 4.10 Participants’ comments on the distinction between types of

service

Some patrticipants said that making benefits contingent on service types is inequitable:

The ADF trains for operational deployment in ways as close as possible to operational situations.
Distinguishing between, say, the Black Hawk helicopter incident in Queensland and a similar incident in
an operational deployment lacks an appreciation of the intensity of ADF training. (Vietham Veterans’
Federation of Australia, sub. 34, pp. 24-25)

That unfairness ... was also perpetuated by the differential contained in the VEA [Veterans’ Entitlements
Act] and continued through to the current day in the MRCA [Military Rehabilitation and Compensation
Act] whereby risk is specifically rewarded for what was once ‘qualifying service’, now titled ‘warlike
service’. The fact remains that peacetime service can be equally as dangerous as warlike, perhaps
rewarded by allowances, but not reflected in compensation and other additional benefits. (Peter Reece,
sub. 49, p. 3)

| do not agree with the manner in which injuries, diseases or conditions are treated for purposes of
assessment of entitlements depending on how they were sustained whether it be warlike, non-warlike,
peacetime or reserves. This creates a divide within the Defence community and a perceived bias
amongst veterans. (Slater + Gordon Lawyers, sub. 68, p. 13)

The Australian Defence Force [ADF] trains for war. Whether service is related to peacekeeping, WW2,
Korea, Vietnam, Iraq, or Afghanistan there is no discrimination of service. The commitment of those who
serve remains as it has always been — service is service. In November 2017 ... It was agreed that a
veteran would be defined as ‘a person who is serving or has served in the ADF'. ... The adoption of this
definition is recognition that, regardless of the type of service rendered by an individual, they are
considered a veteran and their service should be appropriately recognised and compensated where
necessary. (Veterans’ Advisory Council and the Veterans’ Health Advisory Council of SA, sub. 96, pp. 3—
4)

RSL NSW stands behind the principle that every veteran, no matter when or how they served, should be
treated equally; that it is unfair for three equal conditions, sustained in different serving contexts, to
receive different levels of compensation. (RSL NSW, sub. 151, p. 6)

However, others supported service distinctions for these purposes:

... the veteran with Warlike Service must be treated with special distinction in respect of compensation
and support. The justification for this belief simply is that war-like service produces physical and mental
disabilities far more extreme than those resulting from peacetime operational service. (Vietnam Veterans
and Veterans Federation ACT Inc and Belconnen Returned & Services League Sub Branch,
sub. 42, p. 2)

... the current differential should remain but there should be no differential when assessing compensation
for death and severe impairment. (RSL Queensland, sub. 73, p. 14)

Efficient and effective training simulates the horrors of war, including killing others, even for those who
do not ultimately experience war. However, the horrors of war once seen, cannot be unseen, once
experienced, cannot be unexperienced. The Assaciation is of the firm view that medical, compensation
and rehabilitation support should be more beneficial to those veterans who have served in war or in
warlike conditions. (Vietnam Veterans Association of Australia, sub. 78, p. 1)
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The Commission heard that ADF members ‘train hard to fight easy’ and that peacetime
service (particularly training exercises and ‘high-fidelity” simulations) can be almost as risky
as deployment. One veteran described the Army as ‘a training organisation that occasionally
goes to war’. Serving members also generally do not choose what activities they engage in
as part of their service. As one participant said:

The lines between peacetime, peacekeeping, peacemaking, combat and training are often blurred
and entangled. Units are held at high readiness for combat and the state of readiness requires
challenging, frequent and often dangerous training. Today, our highly professional soldiers,
sailors and airmen are expected to go from their living room to combat (and potentially back) in
a matter of hours — not the months of sea voyages that preceded our First World War volunteer
citizen soldiers. (David Petersen, sub. DR223, p. 2)

In essence, the argument is that ‘an injury is an injury’ and that the distinctions are
inequitable. Others argued that the distinctions should remain because war or warlike service
is very different to, and more dangerous and demanding than, peacetime service and should
be treated ‘with special distinction’ (box 4.10).

The Commission’s analysis of MRCA claims shows greater incidence of many conditions
arising out of wartime service. For example, although claims relating to operational service
accounted for about 24 per cent of all MRCA claims, they accounted for about three-quarters
of claims relating to post-traumatic stress disorder and nearly two-thirds of the claims for
alcohol use disorder (Commission estimates based on unpublished DV A data).

That said, the risks of peacetime service should not be underplayed. Analysis of MRCA
claims undertaken by the Commission also shows that 89 per cent of fracture and sprain and
strain claims relate to peacetime service (Commission estimates based on unpublished DVA
data). The Black Hawk disaster (chapter 3) highlighted some of the risks of peacetime
service, as well as the differences in compensation based on the circumstances of individuals.

Given its extra hazards and hardships, the Commission agrees that war or warlike service
warrants recognition and reward above that provided for peacetime or operational service.
But there are deployment allowances, awards and other direct mechanisms for this.

The Commission also agrees that, to the extent that one ADF member incurs more extreme
physical and mental impairments than another, the former should receive a higher level of
compensation. This would be the case under a system that compensates based on need or the
level of impairment. For example, if members engaged in war or warlike service did incur
more extreme physical and mental impairments than other members, they would receive
more compensation.

In the Commission’s view, veterans’ compensation arrangements ideally should treat
injuries and illnesses of a particular type and severity equally. And to the extent that
operational service is riskier than peacetime service, it does not justify the same injury being
treated differently based on where and when it occurred. In principle, therefore,
compensation for the pain and suffering a person incurs should not depend on the type of
service they were undertaking when the injury or illness occurred.
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That said, in some cases, removing distinctions between different types of military service
could involve substantial costs (particularly if entitlements were standardised to the highest
level). There would also be transitional issues. As such, when considering reform options,
there is a need to balance the principle of not discriminating between forms of service with
the costs of reforms.

To what extent are separate veterans’ services and supports justified?

While history provides insights into why there is a separate veteran support scheme
(chapter 3), many stakeholders argued that there continues to be a need for separate
military-specific arrangements because of the unique nature of military service. The Defence
Force Welfare Association said:

Support for serving and former ADF men and women must be as unique as their service is unique.
It is inappropriate, indeed dangerous ... . to attempt ‘normalising’ support to general community
and business practice. Military Service is fundamentally unique. The reciprocal obligation this
places on the State is as inescapable as it is enduring. (sub. 118, p. 14)

A number of the previous reviews of veteran support accepted the view that the unique nature
of military service warrants a separate support system, albeit with little specific explanation.
The Campbell Review, for example, stated:

The Committee confirms the unique nature of military service and the requirement for a
military-specific compensation scheme that recognises that military service is different from
civilian employment. The Committee concluded that compensation arrangements separate from
the civilian compensation arrangements should be continued. (Campbell 2011a, p. 93)

However, there is a question about the extent to which the unique features and impacts of
military service require special or differentiated supports and services. Many other
occupations are distinctive and unique in their own way — though not as markedly as the
military — but these differences do not necessitate special arrangements. For example,
emergency services personnel who suffer from repeated exposure to trauma or violence are
treated through mainstream health and social support systems, including mainstream
compensation and rehabilitation schemes. The high rates of trauma and injury in these
vocations mean that these workers access the services at a greater rate on average than
workers in many other sectors, but it does not necessitate a different system. And some
previously separate aspects of the veteran support system, such as the repatriation hospitals
established after World War I, have since been replaced with mainstream services.

There are obvious benefits in using the one, standardised mainstream system for multiple
occupations, including economies of scale and scope, proficiency and equity.

That said, there are a number of arguments why military service, and veterans’
circumstances, do warrant a separate support system or a separate approach to providing
particular support services. The Commission recognises that there also is an expectation by
many in the community that veterans should be well supported because of their contribution
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to the protection and service of the nation, and that there should be a beneficial approach to
compensation. However, the policy responses to such expectations must also take into
account what is in the best interests of veterans and their families, the overall community
benefit and the appropriate targeting of limited resources.

For the unique risks and onerous conditions of military service

One argument for veterans receiving higher levels of, or easier access to, support is the often
arduous and risky nature of service. However, the military already provides remuneration
and allowances that are directly tied to the risks and onerous conditions and the Government
recognises these aspects through recognition programs (chapter 2). It is therefore not clear
that this aspect of military service itself warrants separate and/or more generous
compensation and support arrangements for veterans.

A problem with providing more generous compensation to remunerate for the risks and
conditions of military service is that it can result in inequitable outcomes. For example, if
the risks and other demands of service are compensated for through higher pay and
allowances, it would seem inequitable that a veteran who suffers a particular accident — say
loses a limb — should get more compensation for that loss than an emergency services
officer or indeed any other civilian who suffers the same loss. There are similar arguments
as to why it is inequitable that military personnel who suffer a particular loss during war
should get more compensation than military personnel who suffer the equivalent loss while
training in Australia.

Further, not only are military personnel compensated, ex post, more than their civilian
counterparts for the same harm incurred, they receive higher pay and allowances — some of
which are explicitly for risk — than many of their civilian counterparts. It is unclear why it
IS necessary to remunerate a higher rate for the risk before it is incurred and provide a higher
level of compensation once harm is incurred for the same injury relative to civilian norms.

Nevertheless, governments have frequently justified extensions to supports as a means of
recognising the risks and onerous nature of military service (chapter 3). Several participants
in this inquiry also highlighted this rationale. Finding the right balance has been an important
consideration and has informed our approach for a reformed system for the future. We
recognise the case for a beneficial approach for veteran compensation and support while also
recognising that such an approach must be balanced against the competing needs of the
community and should be more targeted to the needs of veterans and their families.
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FINDING 4.1

The Commission acknowledges that there are different risks, hardships and
requirements of operational and peacetime service, and these are recognised in
remuneration, allowances and honours. However, in principle, the basis for providing
support should be need, not how or when an injury or illness was acquired. For
compensation and support, the distinction between different types of military service
should be removed where it is both practicable and cost-effective to do so.

The particular needs of veterans

As a result of the effects of military life and service, veterans have some particular needs
(section 4.1) that can warrant special access to mainstream services or specialised services.
There are three main aspects that could warrant a different approach.

The nature of military service can leave discharged personnel ill-equipped to cope with
the transition to civilian life and this may warrant extra support services for veterans
while they are transitioning (chapter 7).

There may be some conditions that exposure to military life makes much more likely
than for the normal civilian population that are very difficult or costly to identify (or
prove the exact cause of). Many conditions also benefit significantly from intervention
at the earliest stage. For these conditions, there may be benefits in a specialised system
for veterans. It may be more efficient and result in better outcomes, for example, to give
veterans non-liability access to treatment for mental health conditions (a change that was
introduced in July 2016) (chapter 17).

Some veterans are said to hold the view that unless a service provider (say a general
practitioner) has experienced a veteran’s lot (or at least had training to help understand
the nature of the experience), they are not well placed to administer to veterans. This
might justify some form of educational augmentation for such professionals, even if it
may not necessitate significant changes to the services themselves.

There is also the stigma some veterans associate with accessing mainstream welfare. The
Commission heard that some veterans do not like going to Centrelink offices
(notwithstanding the range of government business they handle and the many other
Australians who use them). The Defence Force Welfare Association, for example, spoke
about the military mindset and how it can affect the views of veterans:

Team needs take priority over individual needs and rights. Total trust in other team members is
essential because the consequences are so dire. A person who only looks after him or herself, is
inconsiderate of other team members, is an anathema ... This deliberately created military culture
becomes ingrained. That is partly why some veterans refuse to seek support, not wanting to give
up or to be a burden to others. Pride is important but it can be misplaced. And ‘welfare’ is a
pejorative word, no matter how many experts claim otherwise. Needing ‘welfare’ is seen as an
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indication of failure or weakness, so self-harm rates for those discharged are higher than for those
still serving. (sub. 118, p. 14)

Other rationales for retaining separate services and entitlements

There are three other possible rationales for retaining separate services and entitlements.

« Many of the current services and supports provided to veterans are not only separate from
mainstream services but also more generous than those provided to other civilians. While
many of the services and entitlements available to veterans may not have been in place
during their service (and therefore cannot be regarded as a condition of service), veterans
are likely to have made future plans based to some extent on the maintenance of benefits.
Any options to revert benefits to those available under the mainstream system would
need to consider either grandfathering or phasing out higher existing entitlements.

« There may be some instances where mainstream services are clearly inadequate or
deficient. While the ‘first best’ and most equitable solution would be to fix those services,
including being responsive to veterans’ lived experiences, in the short term there would
be a case for retaining separate services for veterans in those areas. There is a case for
some ongoing differentiated services and we address these matters throughout the report.
These should be based on good evidence and ongoing evaluation to ensure they are
delivering outcomes for participants over and above that provided to the general
community.

« There would be significant transitional costs and difficulties involved in any move to
shift the provision of particular veteran services to mainstream health and welfare
systems. As with any area of policy, the costs of reform options need to be considered
along with the benefits.

Summing up
Many considerations are involved in assessing the current veteran support system.

Military service creates unique needs among veterans and their families and the Australian
Government has a ‘duty of care’ to those who serve and sacrifice in the defence of the nation.
This duty of care includes a need to seek to minimise (as far as practicable) the harm from
service, and to look after those who are adversely affected by service, both during and
beyond their period of service.

Against this background, the Commission considers that the overarching objective of the
veteran support system should be (as far as practicable) to enable veterans and their families
to live normal and meaningful lives by improving their wellbeing, taking a whole-of-life
approach. This has at its core minimising the harm from service to veterans and their
families, and should principally be achieved by:

« preventing or minimising injury and illness
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« restoring injured and ill veterans to their pre-injury state by providing timely and
effective rehabilitation and health care so they can participate in work and life

« providing effective transition support
« enabling opportunities for social support

« providing adequate and appropriate compensation for veterans (or if the veteran dies,
their family) for pain and suffering and lost income from service-related injury and
illness.

This objective should be achieved while ensuring supports are provided in the most effective
and efficient way. Taking a whole-of-life approach is important for getting the best outcomes
for veterans and their families, and ensuring an affordable (for taxpayers) and sustainable
system.

Consistent with best practice workers’ compensation and contemporary disability support
schemes, the principles that should unpin a modern veteran support system are that it should be:

« wellness focused (ability not disability), veteran centric (including recognition of the
unique needs resulting from military service), equitable and needs based

« administratively efficient, financially sustainable, affordable, and evidence based.

Distinctions between different types of military service for the purpose of compensation are
inequitable, and should be removed or reduced where practicable and cost effective.

History, and the Australian Government’s longstanding commitment to support and
reintegrate into society those affected by their military service, explains why there is a
separate and beneficial veterans’ system. The unique needs of veterans, including in relation
to transition and mental health, also justify some bespoke, well-targeted services for veterans
and their families.
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5 Preventing injury and illness

Key points

e The costs of service-related injuries and illnesses in the Australian Defence Force (ADF) are
high. Service-related injury and illness cause pain and suffering for veterans and their
families, reduce the ADF’s operational capability and impose a significant burden on
taxpayers (who pay for veterans’ health care, rehabilitation and compensation).

e There is no military-specific work health and safety legislation — the ADF is subject to the
Commonwealth Work Health and Safety Act 2011. Some parts of the Act do not apply to the
ADF, and the Chief of Defence can exempt the ADF from certain regulations where it is
involved in overseas operations: these exemptions, though, are relatively minor.

o« Defence’s Work Health and Safety Strategy 2017-2022 sets out the work health and safety
objectives of Defence and is complemented by parallel efforts to change the culture within
Defence (as outlined in Pathway to Change: Evolving Defence Culture 2017-2022).

— The ADF has significantly improved its safety record in recent years. The number of ADF
personnel who suffered a serious injury or illness fell by more than 80 per cent over the
period 2010-11 to 2017-18.

e ADF command at all levels have an incentive to prevent injury and illness (particularly to
maximise force readiness) and are committed to improving work health and safety outcomes.
However, realising that commitment is hampered by deficiencies in data on the incidence of
service-related injuries and illness and a lack of information that crystallises the lifetime cost
of support and compensation for those injuries and illnesses.

e Improvements in data on incidents and associated costs are a necessary (but not sufficient)
precondition for improving prevention strategies and outcomes.

— In recent years, Defence has improved the recording of work health and safety incidents
(via its Sentinel reporting system).

— However, more needs to be done. Sentinel data should be incorporated with other datasets,
such as the Defence eHealth System and the Department of Veterans Affairs’ claims
database.

e Publishing the complete annual actuarial report for the notional workers’ compensation
premiums would bring added scrutiny and accountability for ADF command and sharpen their
incentives to reduce service-related harm.

e Targeted injury prevention strategies can considerably reduce the incidence and severity of
injuries and their associated costs.

— Evidence shows that significant reductions are possible from well-designed reforms (for
example, an earlier Defence Injury Prevention Program achieved reductions in injuries of
over 70 per cent). Contemporary trial programs to replicate that earlier success warrant
support and, if successful, should form the basis for a service-wide rollout of that program.

In addition to its core functions of defending Australia and protecting and advancing Australia’s
strategic interests, Defence also has a broader responsibility to respect and support members
of the ADF, having regard to their life-time wellbeing.
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The costs of work-related injury and illness are shaped by the extent and effectiveness of
preventative measures. This chapter looks at the incentives the Australian Defence Force
(ADF) faces to prevent service-related injury and illness.

« Section 5.1 looks at why preventing injury and illness is so important.

« Section 5.2 outlines the regulatory framework governing work health and safety (WHS)
for ADF members.

« How WHS is delivered across the ADF is outlined in section 5.3 and the ADF’s WHS
record is discussed in section 5.4.

« Section 5.5 discusses possible changes to create stronger safety incentives across the
ADF and to achieve better prevention outcomes.

« Section 5.6 considers the case to extend Defence’s existing duty of care to its personnel
beyond the standard WHS duty of care, to include a broader responsibility for their
lifetime wellbeing.

5.1 Why preventing injury and illness is so important

The costs of service-related injury and illness in the ADF are high. Service-related injury
and illness inflicts pain and suffering on military personnel and their families. It reduces the
ADF’s operational capability. And it imposes a significant burden on taxpayers arising from
in-service medical treatment and rehabilitation costs, and liabilities for compensation,
healthcare and rehabilitation for veterans after their discharge.

As an indication of the scale of the pain and suffering caused by service-related injury and
illness, in 2017-18, Defence reported:

o three fatalities
o 277 people sustained a serious injury or illness
o 8937 people sustained a minor injury (DoD 2018f, p. 106).

In the same year, the Department of Veterans’ Affairs (DVA) received 13 185 liability
claims and 7295 permanent impairment claims under the Military Rehabilitation and
Compensation Act 2004 (DVA 2018g, p. 226).

Although the ADF’s WHS incident reporting system does not capture time lost as a result of
injury or illness, studies of the ADF and of serving US Army personnel suggest the effect of
injury and illness on operational capability is significant.

« Pope (2002b), using data from the 2000 ADF Health Status Report, found that on any
given day at least 4.1 per cent of full-time ADF personnel were not fit for deployment
because of injury. He also observed that injury or illness was not just a temporary setback
for military personnel — recruits who were injured were 10 times more likely to be
discharged from the ADF than recruits who were not (US research also shows that
soldiers with a recent history of injury were seven times more likely to be injured again
(Schneider, Bigelow and Amoroso 2000)).
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« Astudy of over 500 000 serving US Army personnel found that on any given day in 2014
over 10 per cent were limited in what duties they were allowed to perform as a result of
medical restrictions arising from lower limb injuries (Holsteen et al. 2018). Since the
ADF has common or similar approaches, equipment and platforms to the US military
there is reason to believe that the capability degradation resulting from injuries in the
Australian Army could be similar to that indicated by this study.

These lost time indicators are likely to be lower bound estimates. This is because when a
member of a unit is not fit for service and that member is critical to the overall effectiveness
of that unit, their unavailability can render the whole unit unfit for deployment. The effect
of injury or illness on operational capability is therefore likely to be a multiple of that
suggested by the raw data.

The cost to taxpayers from in-service medical treatment and rehabilitation for injured or ill
ADF personnel and from compensation and rehabilitation payments for veterans post
discharge is also significant.

« The cost of medical services provided by Garrison Health Services to serving personnel
in 2017-18 was about $440 million (pers. comm., Defence, 5 November 2018).1

« The estimated lifetime compensation cost of claims arising just from service rendered
during 2017-18 was about $798 million (AGA 2018a, p. 138).

It therefore follows that measures to prevent and/or reduce the incidence and severity of
service-related injury and illness could substantially reduce costs to veterans and their
families, Defence and taxpayers. As a qualitative study into military injury surveillance
systems observed:

.. even small relative reductions in injury rates, achieved through injury prevention efforts,
would result in significant improvements in military capability and reductions in costs, force
attrition, and personal suffering. (McKinnon, Ozanne-Smith and Pope 2009, p. 470)

5.2 Regulatory framework governing the WHS of ADF
personnel

Workplace health and safety regulation is designed to reduce the incidence and severity of
work-related injury and illness and their related costs.

WHS in the ADF is regulated primarily under the Commonwealth Work Health and Safety
Act 2011 and associated Work Health and Safety Regulations 2011. While some parts of the
Act do not apply to the ADF — for example, incident notification is not required in warlike
deployments and ADF members are exempt from becoming a health and safety

1 Costs cover medical treatment and rehabilitation for serving members, irrespective of whether their injury
or illness was service- or non-service-related. The Royal Australasian College of Physicians indicated that
at least 20 per cent of presentations to ADF health services are service related (sub. DR234, p. 4).
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representative (Chief of the Defence Force 2012, p. 4; DoD 2017i, p. 2) — the exemptions
are relatively minor.

The work health and safety (WHS) legislation, which took effect on 1 January 2012, is based
on model WHS legislation developed by Safe Work Australia in consultation with the states
and territories. In effect, the legislation requires Defence to focus on ‘maximising the
prevention of injury and illness and minimising the impact of any injury that does occur’
(ANAO 2016, p. 22).

The Act aims to protect workers against harm to their health, safety and welfare through the
elimination or minimisation of risks arising from work. As Defence observed:

Defence has significant obligations under the Work Health and Safety (WHS) Act 2011 to prevent
service-related injury and to reduce the cost to capability. This includes proactively identifying
emerging occupational issues that may cause hurt or harm to Defence personnel. (sub. 127, p. 16)

Compared to the legislation it replaced, the 2011 Act broadened the range of people who
have a duty of care. In addition to broadening the responsibility from employers to other
‘persons conducting a business or undertaking’ (PCBUs), duties to manage risks are imposed
on all parties who are in a position to contribute to the successful management of workplace
risks (box 5.1).

Box 5.1 Agents with a duty of care under the WHS Act 2011

The primary mechanism in the WHS Act 2011 for achieving its objective of protecting workers
against harm is the imposition of ‘health and safety duties’ on various agents. These agents are:

e persons conducting a business or undertaking (PCBU) — (the principal duty holder under the
Act) who have a duty to ensure the health and safety of workers engaged by that person while
the workers are at work in the business or undertaking, as far as is reasonably practical

e an ‘officer’ of a PCBU — (a person who makes or participates in making decisions that affect
the whole or a substantial part of the business or undertaking), has a positive duty to exercise
due diligence in ensuring the organisation complies with the law

o workers — have a duty of care toward their own and others’ safety.

At the time the new model WHS legislation was being developed, Defence noted:

The harmonisation of work health and safety legislation has focused the efforts of health and
safety in Defence on legislative compliance and the efforts required to comply with changes to
legislation. (2012a, p. 279)

When the Commission met with serving members, a common view from all three Services
and levels of command was that the 2011 Act was a catalyst for a reinvigorated focus within
the ADF on the prevention of service-related injuries and illnesses.
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Data on the incidence of serious injuries and illnesses (figure 5.1) also shows a significant
improvement in WHS outcomes from around this time. And while there is no conclusive
evidence to explain why this occurred, participants suggested two possible factors:

« achange in who could be held accountable for a breach in the duty of care
« achange in what the consequences of a breach could be.

The reinvigorated focus was partly attributed to the (then) perception that the new Act would
significantly extend the duty of care (and the penalties for a breach of that duty) to an
‘officer’ of an organisation. And this concept of ‘officer’ under the Act was apparently
initially misunderstood to mean an officer in the common language of the ADF, rather than
the actual, much narrower, definition under the Act — which referred to ‘a person who
makes, or participates in making, decisions that affect the whole, or a substantial part, of a
business or undertaking of the Commonwealth’ (WHS Act 2011, s. 247(1)). In practice, only
a few, quite senior, commanders would qualify as an ‘officer’ with a duty of care obligation
under the Act.

The WHS Act 2011 also created new and broad statutory enforcement powers, including the
imposition of criminal offences for breach of statutory duties under the Act, which can attract
significant fines and terms of imprisonment (box 5.2).

Defence is also subject to the Public Governance Performance and Accountability Act 2013.
This Act requires Defence to ‘establish and maintain an appropriate system of risk oversight
and management for the entity’ (s. 16). This requirement is directed at enabling stronger
governance to underpin all decision-making and should, in theory, reinforce the intent of the
WHS Act.

The regulator responsible for monitoring and enforcing compliance with the Commonwealth
WHS Act is Comcare. Comcare also sits as an observer on the Defence Work Health and
Safety Committee (section 5.3), which means it is privy to WHS issues affecting the ADF
that are brought to that committee’s attention.

The Victims of Abuse in the Australian Defence Force Association was sceptical about the
efficacy of WHS legislation and Comcare as regulator of that Act. It claimed that Defence
does not pay attention to Comcare and described the regulator as ‘an organisation who is
loath to prosecute Defence for blatant and stupid occupational health and safety issues’
(sub. DR265, p. 13) and drew attention to the fact that at that time Comcare had not
prosecuted the ADF for the death of Private Jason Challis during a live-fire exercise in the
Northern Territory.
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Box 5.2 Work Health and Safety Act 2011

The Commonwealth WHS Act 2011 came into effect on 1 January 2012. The Act contains a
number of offences and, in particular, three categories that relate to the failure to comply with a
health and safety duty:

e category 1 offence — a person engaging in conduct that exposes an individual to whom a duty
is owed to a risk of death or serious injury being reckless to the risk

e category 2 offence — a person failing to comply with a duty that exposes an individual to risk
of death or serious injury

e category 3 offence — a person failing to comply with a duty.
These arise from various sections in the Act:

e S. 31 — reckless conduct (category 1)

e S. 32 — failure to comply with health and safety duty (category 2)
e S. 33 — failure to comply with health and safety duty (category 3).

The maximum penalties for these offences depend on the defendant, and are:

Category 1 Category 2 Category 3

Individual $300 000/5 years $150 000 $50 000
imprisonment

Person/officer of a person $600 000/5 years $300 000 $100 000

conducting business or undertaking imprisonment

Body Corporate $3 000 000 $1 500 000 $500 000

The Act provides for a number of sentencing orders in addition to those available under Part 1B
of the Crimes Act 1914, including adverse publicity orders, orders for restoration, work health and
safety project orders, injunctions, and training orders.

Source: Commonwealth Director of Public Prosecutions (2018).

However, there are reasons to believe this scepticism is unwarranted.

As Defence pointed out:

Comcare, as the workplace health and safety regulator for Defence, ... conducts inspections and
reviews with Defence in relation to incidents and injuries. Comcare has previously taken action
under WHS legislation where it is clear that Defence has done the wrong thing in its
non-operational activities, and Comcare could be expected to take similar action in the future
(either through court action or enforceable undertakings). (sub. 127, p. 19)
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The monitoring activity of ADF compliance (excluding cadets) over the past five years is
shown in table 5.1.

Table 5.1 Comcare compliance monitoring activity for the ADF?

Activity type 2013-14 2014-15 2015-16 2016-17 2017-18
Incident notification 152 93 79 117 111
WHS concerns 20 17 14 6 10
Hazard notifications 19 2 1 0 2
Proactive activities 6 3 2 5 25

& The level of monitoring activity is influenced by different policy approaches, Comcare’s priorities and
resources. As a result, activity levels year-on-year are not indicative of any underlying WHS risk in the ADF.

Source: Comcare (pers. comm., 4 June 2018).

Since the introduction of the WHS Act 2011, Comcare’s investigations have resulted in three
criminal actions against Defence for breaching the WHS Act. They relate to:

« two Army recruits who suffered severe electric shocks during a training exercise in
regional Victoria (Cunningham 2018)

« acollege student who was injured on an Army cadet camp (Comcare 2018c)

« the death of a soldier (Private Jason Challis) during a live fire training exercise in the
Northern Territory in May 2017 (Comcare 2019).

In the case of Private Challis, Defence faces three charges of breaching its duties under the
Act. All charges are Category 2 offences (box 5.2), and each carries a maximum penalty of
$1.5 million. As at the end of June 2019, all cases were proceeding through the courts and
pleas were yet to be taken.

While these are the only three occasions where Defence has been charged with criminal
offences under the WHS Act, these cases provide a salutary reminder that the Act and the
regulator have teeth.

And as discussed in section 5.4, since the WHS Act 2011 was introduced there has been a
significant decline in the number of people involved in serious, notifiable WHS incidents
and ADF notifiable dangerous incidents. This is a strong indicator that WHS legislation and
Comcare’s regulatory activities are effective in helping to deliver improved WHS outcomes.

Is WHS legislation appropriate for the ADF?

Participants’ views on the relevance of WHS legislation to ADF operations were mixed.
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Some initial submissions endorsed the application of federal WHS legislation to the ADF.
For example:

Within the context of military training the ADF and individual unit commanders should be no
less responsible for the provision of a safe workplace than other Australian employers. (Vietnam
Veterans Association of Australia, sub. 78, p. 8)

... commanders have a ‘duty of care’ towards their subordinates to mitigate risks. They have the
same obligations that exist in civil law. The responsibility for ‘duty of care’ is reinforced during
all supervisory and management level training, including Commander’s Course. (Air Force
Association, sub. 93, p. 5)

Other participants expressed various concerns about applying WHS legislation to the ADF,
including whether it was appropriate to apply to the ADF, for both peacetime and combat
operations (box 5.3).

Box 5.3 Participants’ concerns about applying WHS legislation to
ADF operations

A number of participants said that Workplace Health and Safety (WHS) legislation was not
relevant to the Australian Defence Force’s (ADF’s) combat operations (John George,
sub. DR184, p. 4; Bert Hoebee, sub. DR195, p. 7; Marcus Fielding, sub. DR201, p. 1; and the
South Australian TPI Association, sub. DR310, p. 2). However, there was some acceptance that
WHS legislation had a place in peacetime operations. As John George said ‘in peace-time the
ADF should not be treated differently to any other workplace’ (sub. DR281, p. 4).

But they and others (Claude Palmer, sub. DR179, p. 2, the Central Qld TPI Association
sub. DR287, pp. 2 and 6 and Alan Sisley, trans., p. 1435) also suggested that even in peacetime,
applying WHS legislation could inhibit realistic preparation for deployment or combat.

The Central Queensland TPI Association (sub. DR287 and trans., p. 1448) questioned the need
to subject the ADF to any WHS legislation — for either peacetime or combat operations. It
maintained that because the ADF already has an underlying incentive to prevent injuries in order
to maximise operational capability, there was no need for WHS legislation to achieve this end.

The relevance of the WHS Act 2011 to the ADF was questioned by David Thomas on different
grounds. He noted that ‘work’ in the ADF is so different from civilian work that general WHS
legislation should not apply to the ADF (trans., p. 1419). Instead, he considered Defence would
be best served by applying their own ADF-specific WHS standards. (The view about the different
nature of military/civilian work was also noted by the Defence Force Welfare Association —
sub. DR299, p. 7.)

These concerns, though, appear unfounded.

As noted, the WHS Act 2011 already contains provisions that exempt the ADF from various
obligations in warlike deployments and to that extent it is effectively an instrument primarily
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focussed on peacetime operations. This situation was recognised by the RSL Veterans’
Centre East Sydney, which observed:

The Centre accepts that WH&S legislation [the WHS Act 2011] does apply to the ADF and to
individual commanders, with necessary carve outs which reflect the unique nature of military
service and operational requirements. (sub. 114, p. 10)

Concerns that WHS legislation inhibits realistic preparation for deployment or combat are
also misplaced. The WHS Act does not prohibit arduous or dangerous training. Rather, it
imposes an obligation on the ADF to ensure that such training is as safe as possible within
the context of doing what the ‘job’ entails. This requires duty holders under the Act to assess
and manage the risks of injury and illness from such training — the Act does not require that
ADF personnel avoid those risks entirely. (The approved Code of Practice under section 274
of the Act (Safe Work Australia 2011) provides a guide on how to manage such risks and
ADF training of its personnel on their obligations under WHS legislation draws on that
code.) In this regard, the WHS Act readily accommodates the military philosophy of ‘train
hard, fight easy’.

While the Central Queensland TPI Association’s (sub. DR287) observation that the ADF
has a strong underlying incentive to prevent injuries is true, the evidence suggests that this
incentive does not obviate the need for WHS legislation. As table 5.3 and figure 5.1 show,
in the period since the introduction of the WHS Act 2011 the number of people incurring a
serious injury or illness and the number of dangerous incidents have fallen by over
80 per cent. This suggests that there is a place for WHS legislation to complement the
underlying incentive for the ADF to look after the health and safety of its personnel.

Is ADF-specific WHS legislation needed?

Previous reviews of military compensation and rehabilitation looked at whether the ADF
should be subject to either generally applicable or ADF-specific WHS legislation.

The 1999 Tanzer review received evidence that Commonwealth occupational health and
safety (OHS) legislation at that time was overly prescriptive, administratively cumbersome
and heavily process oriented. Defence argued before that review that Commonwealth OHS
legislation imposed significant compliance and administrative costs without corresponding
benefits of improved safety performance of the ADF (Tanzer 1999, p. 40).

These concerns led the Tanzer review to recommend that the ADF should not be subject to
the (then) Occupational Health and Safety (Commonwealth Employment) Act 1991, but
should instead, be subject to ADF-specific OHS legislation — to be either included in new
compensation legislation or enacted separately in standalone OHS legislation (Tanzer 1999,
pp. 91-98). However, these recommendations were not adopted when the Military
Rehabilitation and Compensation Act recommended by the review was enacted in 2004
(Campbell 2011b, p. 248).
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The same issue was revisited by the 2011 Campbell review. That review cast doubt on the
value of putting OHS and workers’ compensation into one body of legislation. It noted that
OHS legislation is quite different to workers’ compensation legislation and all jurisdictions
appear to successfully operate with separate legislation to deal with each area. The review
also observed that amendments to the 1991 Act had meant that the ADF was exempt from
certain OHS requirements, and this had effectively removed some of the compliance costs
that the Tanzer review had concerns about.

The Campbell review also noted that in the period since the Tanzer review, it was not aware
of any Chief of the Defence Force or Service Chief expressing the view that a separate OHS
Act was warranted because the federal OHS Act imposed unacceptable restrictions on ADF
activities (Campbell 2011b, p. 249).

In view of the above and the moves to develop and introduce new, model WHS legislation
in all jurisdictions, the review found the Tanzer report’s proposal for ADF-specific OHS
legislation no longer had any relevance or benefit to the ADF (Campbell 2011b, p. 249).

Given this, and the WHS performance of the ADF (section 5.4), the Commission considers
that there are no compelling grounds to change the current arrangement where the ADF is
subject to generally applicable federal WHS legislation.

FINDING 5.1

There are no compelling grounds to change the current arrangements under which
Australian Defence Force members are subject to Commonwealth work health and
safety legislation. In fact, the introduction of the Work Health and Safety Act 2011 (which
took effect on 1 January 2012) has been instrumental in helping to significantly improve
work health and safety outcomes in the Australian Defence Force.

5.3 How is WHS delivered in the ADF?

Work health and safety in the ADF is currently driven by a number of factors.

As noted above, it faces external pressures to prevent service-related injury or illness via its
legal obligations under the Work Health and Safety Act 2011.

The ADF also faces strong internal pressures to prevent service-related injury or illness.
Primary among these is a powerful incentive to prevent injury and illness in order to
maximise force readiness, as pointed out by Defence and other inquiry participants.

Reducing injuries allows a greater number of soldiers to be available to do their job. (Stephan
Rudzki, sub. 40, attach. B, p. 27)

Defence and Commanders at all levels have an incentive to ensure their personnel are fit and able
to do their job as often they are highly trained and replacements are not available. If replacements
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are not available that has the potential to affect readiness and capability, increase the risk of injury
to others and in the worst instance affect the defence of Australia. That is a very powerful
incentive. (Defence Force Welfare Association, sub. DR299, p. 28)

Defence is committed to maintaining a safe, healthy and positive working environment for all

workers to enable them to contribute to delivering Defence’s capability requirements.
(DoD 2015, p. 139)

Our mission — to defend Australia and its national interests — at times, requires our people to
operate in hostile or hazardous environments. Protecting our people is therefore paramount in all
activities undertaken by Defence. We cannot protect our nation if we do not first protect the
health and safety of our people. (DoD 2017j, p. i)

The ADF also needs to ensure the health and safety of its personnel in order to protect its
reputation as an employer of choice and to help it to attract and retain personnel.

And the very nature of the ADF’s ‘business’ means there is a strong culture of looking after
members of your service ‘family’ — your fellow ‘comrades under arms’. (While a somewhat
nebulous concept, this was a common message the Commission heard when it met with
service men and women, of all ranks and across all services.) Defence expressed this in the
following way:

Defence’s ability to create a workplace characterised by respect for each individual and with a
focus on safety, is one of the foundations of establishing trust in both the workforce and the
broader community, and in building capability that is sustainable. (sub. 127, p. 16)

Together, these incentives — as Comcare observed — have resulted in a genuine commitment
to providing a safe and healthy working environment for serving personnel (box 5.4).
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Box 5.4 A regulator’s view of ADF’s commitment to work health and
safety

Comcare, through its role as an observer on the Defence Work Health and Safety Committee
(DWHSC) and based on feedback from Comcare’s inspectors and auditors who deal regularly
with the Australian Defence Force (ADF), is of the view that Defence (and the ADF within Defence)
is committed to effective work health and safety. Comcare has observed evidence of:

o formalised work health and safety (WHS) governance through the DWHSC and other bodies
o the involvement of senior leadership at the DWHSC level

e dedicated WHS teams and safety systems

o detailed WHS risk assessments and escalation of key risks to enterprise-level consideration

¢ a commitment to safety and incident reporting, including significant investment in systems to
facilitate this reporting

o the use of incident data to identify patterns and trends, and to prioritise responses
o the engagement of outside businesses to assist in hazard identification and response

o facilitating site visits for Comcare staff, including proactive visits and pre-event briefings on
major training activities that present high risk

¢ commitment to meet Comcare twice yearly through the Defence Liaison Forum
o offers to Comcare to attend Service safety boards as observers.

However, Comcare notes that given the ever-present risk that Defence’s activities could result in
harm to its workforce, it is appropriate that Defence continues to invest heavily in WHS and seeks
to manage risks in a systemic manner.

Source: Comcare (pers. comm. 23 October 2018).

How does the ADF give effect to its WHS commitment?

To coincide with the implementation of the Commonwealth Work Health and Safety Act
2011, Defence released a Defence WHS Policy Statement, signed by the then Chief of the
Defence Force and Secretary of Defence, which affirmed its commitment to providing a safe
and healthy working environment for all employees (DoD 2018j).

To give effect to that commitment, Defence introduced a Work Health and Safety Strategy
2012-17 in January 2012, aimed at ensuring that, ‘no person will suffer a serious preventable
work related injury or illness’. That strategy complemented parallel efforts to change the
culture within Defence in order to improve the health, wellness and safety of its people —
through its Pathway to Change: Evolving Defence Culture reform program, launched in 2012.
(A program that built on the personal and institutional accountability reforms recommended
by the 2011 Review of the Defence Accountability Framework — the Black Review).

An important focus of that cultural change strategy was directed at tackling unacceptable
(sometime criminal) behaviour like sexual harassment or abuse, which can lead to mental
health problems and, in some extreme circumstances, to suicide (Callinan 2018). That focus
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was informed by the outcome of a series of reviews that immediately preceded the launch of
the Pathway to Change program (box5.5), and was bolstered by the subsequent
establishment of the Sexual Misconduct and Prevention Response Office in July 2013 and
the creation of a restricted reporting regime. These initiatives were designed to ensure that
there is a centralised, safe, supportive and confidential resource within the ADF for
complainants to disclose sexual misconduct and assault (AHRC 2014, p. 1).

Box 5.5 Cultural change aimed at tackling sexual harassment and abuse

In April 2011, following an incident at the Australian Defence Force Academy (ADFA) involving a
female cadet — ‘the skype affair’ — the Minister for Defence announced a series of reviews into
aspects of Defence culture. The reviews covered:

o treatment of women at ADFA and in the wider Australian Defence Force (ADF)
e use of alcohol in the ADF

e use of social media in Defence

e personal conduct of ADF personnel

¢ management of incidents and complaints in Defence

o Defence APS women’s leadership pathways.

In March 2012, the Defence Minister announced the outcomes of all the reviews with the
exception of the second part of the review into the treatment of women in the wider ADF (which
was released in August 2012). The Minister also noted that Defence’s response to the reviews
would also be encapsulated in its Pathway to Change cultural reform program.

Defence subsequently noted that the Pathway to Change reform program:

. integrates the recommendations of six reviews into a coherent, cohesive plan of action with
responsibility for implementation allocated to specific senior Defence leaders. Importantly, the authors of
each of the reviews have been part and parcel of the development of the Pathway to Change and are
supportive of the approach being taken. (Hurley 2012).

Sources: Joint Standing Committee on Foreign Affairs and Trade (2012); Gen. Hurley in Hansard (2012, p. 3).

The original Work Health and Safety Strategy 2012-17 has since been succeeded by
Defence’s Work Health and Safety Strategy 2017-2022 and associated Implementation Plan
(and is similarly complemented by an updated Pathway to Change: Evolving Defence
Culture 2017-2022) (DoD 2017f, p. 105).2

Governance of the WHS strategy is through the Defence Work Health and Safety Committee
(a 2/3 Star-level committee), which is responsible for driving a consistent approach to work
health and safety across Defence and is accountable to the Secretary and Chief of the
Defence Force (DoD, sub. 127, p. 16).

2 This overarching WHS strategy is augmented by other Defence operating and regulatory systems, such as
Sea and Air Worthiness systems, which deliver on specific safety regulations.
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The Australian National Audit Office (ANAO) described Defence’s WHS strategy as one that:

. involves the provision of information, policy, guidance, training and leadership and a
strengthened focus on reporting incidents through the enterprise-wide Work Health and Safety
Management System, Sentinel. ... The Defence Work, Health and Safety Committee ... provides
the oversight and governance to encourage a consistent approach to safety across all areas of
Defence. (2016, p. 22)

The Royal Australasian College of Physicians (RACP), though, was critical of Defence’s
WHS strategy and practices. It claimed that not having occupational and environmental
physicians (OEPs) on the Defence WHS Committee, and not using their expertise to inform
its WHS strategy and prevention activities was a serious deficiency (sub. DR234 and
trans., p. 572). Given that workplace and occupational exposures and hazards are a key factor
in the causation or worsening of various medical conditions (Australian Peacekeeper and
Peacemaker Veterans’ Association, sub. DR270, p. 44), if true, this would be a serious
deficiency.

However, it appears that Defence is using OEPs’ expertise to inform its WHS strategies and
practices and is taking steps to strengthen its occupational medicine and occupational
hygiene capability.

While the RACP is correct in saying there is no OEP on the WHS committee, according to
Defence, members of the committee are briefed by OEPs as required. This is also the case
for the safety committees of the Army, Navy and Air Force. They benefit from advice from
OEPs, which helps to inform and enhance WHS practices in each of those Services. In both
cases, that OEP advice is bolstered by occupational and environmental health data collected
by the Sentinel and the Defence eHealth systems — although both those systems are still
being refined to improve their capture of relevant information (box 5.6).

Box 5.6 Improving existing data collection systems to better capture
occupational and environmental health risks

The Defence incident reporting system (Sentinel) provides a vehicle to identify work health and
safety hazards and risks. The Defence electronic health system (DeHS) enables monitoring for
health effects related to occupational exposures to various hazards.

In 2018, the Chief of Staff Committee recommended that the Work Health and Safety Branch
enhance Sentinel to improve its hazard monitoring features — which cover hazards such as
asbestos, isocyanates, lead and noise.

Defence is also developing a system that will allow direct entry of health monitoring data into
DeHS. Noise is the first hazard to be addressed and should be available in DeHS towards the
end of 2019.

Source: Defence Joint Health Command pers. comm., 5 June 2019.

Defence has developed an integrated occupational medicine and occupational hygiene
capability, which brings together strategic and individual Service components, supported by
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data collected through Sentinel and DeHS. This has been the result of Defence recognising
the contribution OEPs can make to improve WHS strategies and practices, and as part of an
ongoing response to the recommendations of the F-111 Deseal/Reseal Board of Inquiry
aimed at improving Defence’s occupational and environmental medicine capabilities
(RAAF 2001).

Also, because of the important role of occupational and environmental medicine in
delivering improved WHS outcomes, in September 2017 Defence established an Emerging
Hazards Capability, which consists of occupational health subject-matter experts across
Defence. As the Defence annual report noted:

The focus of this capability is to identify emerging and disruptive technologies that may pose a
significant hazard to the occupational health of Defence personnel across the enterprise. Through
the dedicated identification and evaluation of emerging hazards, Defence can proactively develop
strategies to control the hazards, allowing the safe and beneficial use of these new technologies.
The capability uses a collaborative approach to identify emerging hazards through engagement
with other areas of government, industry and academia. (2018f, p. 104)

The primary source of ‘information, policy and guidance’ material for all Groups and
Services is the Defence Safety Manual. The current manual (SafetyMan) was introduced in
August 2017, and replaced the previous three-volume Defence Work Health and Safety
Manual. SafetyMan has significantly reduced duplication and simplified the language
employed in order to improve understanding among all users (DoD 2017i).

Defence’s annual survey of attitudes to work health and safety indicate that its approach to
disseminate WHS information, policy and guidance among ADF personnel has been
successful. For each year from 2012-13 to 2016-17, the survey found around 92 per cent of
ADF personnel knew where they needed to go to get safety information relevant to their
work area (table 5.2).

Table 5.2 Attitudes to work health and safety: agree responses

Attitude | know how/where to Health and safety is  When | report an accident/injury/
survey obtain safety information treated as an important incident/hazard, | believe that
statement relevant to my workplace issue in my workplace appropriate action will be taken

% % %
2012-13 92 90 84
2013-14 92 91 85
2014-15 92 92 85
2015-16 92 90 85
2016-17 91 88 84

Source: DoD (2018b) and various previous years.
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The importance of incident reporting systems in the context of prevention

As noted above, the Defence WHS strategy embodies ‘a strengthened focus on reporting
incidents through the enterprise-wide Work Health and Safety Management System,
Sentinel’ (box 5.7).

Box 5.7 Sentinel and how it works

Sentinel is the Defence Work Health and Safety (WHS) Management Information System. It was
implemented in August 2014 and has facilitated a consistent pathway for reporting and analysing
WHS incidents in Defence.

Sentinel collects a wide range of information through an incident report, including but not limited
to: names of person/s involved in the incident, date of birth, gender, business unit, location, activity
(when incident occurred), mechanism of injury, nature of injury, body part involved, a description
of the incident, classification, severity, object causing injury, relationship to Defence (APS, ADF,
Contractor, Cadet), root cause, reported date, occurred date and created date.

Sentinel’s functionality is not limited to WHS incidents. The system also extends to recording:
WHS Hazards, Risks, and Audits; Rehabilitation cases; Occupational Health Monitoring and
Regulator Relations.

Defence uses the Safety Trend Analysis Reporting Solution (STARS) system to analyse and
report on any data captured in Sentinel. STARS also houses WHS incident data gathered since
the early 1940s. A suite of analysis reports are currently available in STARS, covering a number
of specialised topics, such as asbestos, sport and training, parachuting, small arms, manual
handling, hazardous chemicals, electrical, fuel and fatigue. STARS has approximately 2000 users
across the Defence organisation, allowing business units to keep abreast of relevant WHS trends
and to respond with risk mitigation actions as required.

Source: Pers. comm. (response to request for information) Defence, 30 May 2018.

A common theme in Australian and overseas literature on the prevention of injury and illness
in defence forces is the critical role of a comprehensive and credible reporting system to
identify incidents and causation, and to prioritise mitigation activities at both the micro and
macro level. For example:

« Pope (2002a) highlighted the success of injury reporting systems in preventing anterior
cruciate ligament injuries in recruit training

« Jones et al. and McKinnon, Ozanne-Smith and Pope identified the core role of reporting
systems in developing a force-wide approach to WHS in the US and Australia,
respectively, through monitoring the success of that approach and informing where
changes are needed as circumstances change:

... the top priority for injury prevention must be the formation of a comprehensive medical
surveillance system. Data from this surveillance system must be used routinely to prioritize and
monitor injury and disease prevention and research programs. (Jones et al. 2000, p. 71)

The role of [injury surveillance systems] in military injury prevention programs is to identify
activities, venues, and other sources (e.g., equipment, substances) of high injury risks. This
information can then be used to guide, prioritize, and focus the more detailed and resource-intensive
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investigations and causal analyses that must generally underpin countermeasure development and
implementation. (McKinnon, Ozanne-Smith and Pope 2009, p. 470)

Submissions also drew attention to the critical role of surveillance systems in preventing
service-related injury and illness. Stephan Rudzki (sub. 40, attach. B), for example, noted:

The best way of improving injury incidence and outcome is through a comprehensive system of
injury surveillance. There is a clear imperative to improve the surveillance, prevention and
management of injury. (pp. 52-53)

An understanding of where, when and how injuries occur and who they occur to is critical for
the development of interventions designed to prevent and control injuries. (p. 90)
And the Defence Force Welfare Association stated:

For risk to be minimised it must first be recognised. There are numerous examples where the
command chain has not recognised risk, or perhaps how high the probability of the risk occurring
and the extent of the impact. The following are historical examples, together with some where
there is still some contention:

a. Agent Orange.

b. F111 De-seal-Re-seal Programme.

c. Load Lifting in training and combat and musculo-skeletal injuries.

d. Mefloquine.

e. Inappropriate spraying of residual insecticide in ADF bases in South Vietnam. (sub. 118, p. 57)

The RACP, at the Canberra public hearings, also noted:

Best practice indicates not only should there be timely reporting [of workplace illness and
injuries] but there needs to be ongoing population-based analysis of trends over time to identify
reported injuries and illnesses, and this can lead to investigation as to possible causation and
hence implementation of preventive measures. (trans., pp. 569-70)

Since it was introduced in 2014, Sentinel has been the subject of ongoing refinements to
improve access to the system for all personnel in all services and to make it easier for all
personnel to report service-related injury and illness. For example, a revised version of
Sentinel was released in February 2016, and a suite of Sentinel training products for all
Defence personnel was released in May 2016.

These refinements were aimed at improving the agency-wide use of Sentinel and, in turn, at
reducing risks through more accurate and timely data and analysis of incidents, injuries and
ilinesses (ANAO 2016, p. 24).

5.4 ADF work health and safety outcomes

Command commitment to preventing excessive casualties in the ADF, as noted by a number
of inquiry participants, is not new:
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Minimising risk in the ADF. The concept seems reasonable, almost self-evident. General Slim
sacked commanders whose troops developed unacceptable rates of Malaria. Monash protected
his troops by all available mechanical means, rather than impale them on enemy bayonets.
(Robert Black, sub. 45, p. 3)

There has been, and continues to be, considerable emphasis by military health services on
mitigating the hazards likely to be encountered by military personnel during their peacetime or
warlike service. Prevention of illnesses and injuries has been a major imperative for military
health services as this both conserves personnel and is a force multiplier in the military context.
There has been a far greater emphasis by the military in prevention in areas such as health
education and promotion, public health, immunisations, medical and dental fitness assessment
and surveillance than in other working populations. (Warren Harrex, sub. 89, p. 1)

But, there is some evidence to suggest that in the past, that commitment has not been
all-pervasive across all services and all activities.

The Commission met with many current and former members of the ADF who were critical
of the workplace health and safety practices they experienced in their service, and of the
prevalence of injuries and illnesses resulting from those practices. Some examples included
undergoing parachute training and being forced to jump into high, gusty wind conditions,
and excessive pack weights and length of training runs that resulted in preventable injuries.

Some participants told a similar story. Peter Hawes and Neil Robson, for example, described
the poor WHS environment they were subject to:

I was happy and healthy when | joined the services and ready to do my duty. To go wherever |
was asked to go, and to do repairs and other military activities in the field and while at home base
that would make even the most liberal union or OHS representative cringe and run away in
horror. (Peter Hawes, sub. 47, p. 4)

I performed all the roles related to SURFIN [Surface Finisher] duties whilst in service and the
working environment involved confined spaces and the use of some significant chemicals in the
form of paint, solvents and treatments used in everyday tasks. After almost 11 years of service
as a SURFIN my body had reached a level of toxic sensitivity to the paints and solvents used.
Isocyanate Sensitisation is when the body has reached saturation level and can no longer sustain
or tolerate any further exposure. My body had continually been embalmed with a cocktail of
chemicals and coatings used on aircraft and roles within my service and understandably had
enough. (Neil Robson, sub. 146, p. 3)

Kel Ryan (ADSO) also told the Commission that:

... daily our advocates see the result of Defence not having fulfilled its workplace and health and
safety obligations. Our advocates are appalled by the number of 28 to 32 year old veterans with
the body of a 70 year old that they are seeing. Then there are those on suicide watch all with
severe mental health conditions, or others with multiple disabilities resulting from exposure to
industrial toxins. We therefore support without reservation commanders’ responsibility for their
subordinates wellbeing and advocacy and that those responsibilities must be reinforced.
(trans., p. 916)
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However, the Commission also received submissions that indicated that much of the
criticism of the ADF’s approach to preventing injury and illness it heard in meetings with
ex-serving personnel reflected the legacy of past, poorer WHS attitudes, and that recent years
have seen a marked shift to a genuine, service-wide commitment to improved WHS.

There are many safety measures already in place. Accidents happen for a variety of reasons. |
believe that ‘accident prevention’ is a very high priority area for the ADF. (Don Sullivan,
sub. 53, p. 11)

General opinion is that ‘can do’ attitudes ignoring unnecessary risk are waning. (Air Force
Association, sub. 93, p. 6)

The Association notes there have been significant improvement in ADF safety awareness and
safe workplace practices in recent years. (Air Force Association, sub. DR267, p. 5)

This view (that attention to WHS and WHS outcomes are improving) is supported by the
results of annual Defence surveys of attitudes to work health and safety (table 5.2). The
surveys indicate that in each year over the period 2012-13 to 2016-17, between 88 and
92 per cent of ADF personnel agreed with the statement that ‘health and safety is treated as
an important issue in my workplace’.

Data on the number of people involved in serious, notifiable WHS incidents also provides
evidence that the ADF’s approach is working — and delivering significant benefits
(table 5.3).3

Table 5.3 Number of people involved in ADF work health and safety incidents

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

Fatality@ 23 16 15 8 12 9 8 3
Serious injury or illness& 1587 1237 986 629 449 330 274 277
Dangerous incidents® 1722 1611 1000 551 603 396 382 566
Minor injury na na 11952 11958 10980 10406 9783 8937
Near miss na na 26 553 1256 1243 1305 1745
Exposure na na 6143 4452 1864 3454 4191 3464

Average funded strengthb 59084 57994 56607 56364 57512 58061 58680 58475

a Fatalities, serious injury or iliness, and dangerous incidents are notifiable to Comcare. b Includes full-time
Reservists. na Not available

Source: DoD (Annual Reports, 2018 and various back years).

As table 5.3 shows, over the period 2010-11 to 2017-18 (before and after the introduction of
the WHS Act 2011 and the Defence WHS strategy 2012-17), the number of people who

3 In 2016, the ANAO observed that changes in reporting requirements within Defence make it difficult to
compare changes in WHS performance since 2012. However, as some of those changes addressed systemic
underreporting and in view of the scale and consistent reductions in serious, notifiable injury/illness and
dangerous incidents (where underreporting is less likely to occur), the Commission considers that the data
in table 5.3 is a credible indication of the underlying trend for serious WHS incidents.
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suffered serious injury and illness each year has fallen steadily (by about 82 per cent). Over
that same period, the reported number of people involved in dangerous incidents (that could
have, but did not, result in a fatality, serious injury or illness) show a similar, consistent decline
— falling by about 67 per cent in total.# This decline occurred against a backdrop of an annual
ADF average funded strength over that period that was relatively stable at about 59 000.

Data on the number of ADF notifiable dangerous incidents over the period 2006-07 to
2016-17 show a similar story. There is a rising trend in notifiable incidents from 2006-07
arrested in 2010-11, and a subsequent fall in such incidents from 2010-11 to 2017-18 of
about 85 per cent (figure 5.1).

Figure 5.1  Number of ADF notifiable dangerous incidents2
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& A dangerous incident is a near miss event that could have, but did not, result in a fatality, serious injury or illness.
Source: DoD (Annual Reports, 2018 and various back years).

This improved performance on notifiable WHS incidents has not, however, been mirrored
in minor injuries, near misses and exposure.

The raw data on the reported WHS incidents in table 5.3 shows a reduction in minor injuries
of about 25 per cent since 2012-13, but near misses and exposure over that period have
tended to increase or exhibit an erratic path to reduced incidents, respectively. A recent study
on the injury experience of Navy recruits in 2015 also found that 48 per cent of recruits
suffered a lower limb injury over their 11 week training course (Bonanno et al. 2017, p. 300)
— which equates to an incidence rate of about 230 lower limb injuries per 100 full-time

4 Because of their comparative rarity, fatalities are statistically less indicative of how an employer meets their
obligations to be a good employer (Wilson, Ledson and Robinson 2013, p. 7).

216 ABETTERWAY TO SUPPORT VETERANS



equivalent years of service. This rate is very similar to the lower limb injury incidence rate
reported by Goodall et al. (2013) in a cohort of Army recruits in 2007.

So while notifiable incidents have fallen substantially, there still appears to be considerable
scope to improve WHS outcomes.

5.5 Is there scope to improve WHS outcomes further?

In the period since the introduction of the model WHS Act and the Defence WHS Strategy
2012-17, the ADF has continually refined its approach to WHS and has achieved significant
reductions in serious injuries and illnesses, and dangerous incidents.

Nonetheless, information presented to the Commission in meetings with participants, in
submissions and in the literature on preventing service-related injury and illness suggests
more can be done and the ADF could have better tools to help it realise its commitment to
improved WHS. Areas warranting attention include:

« the information base underpinning the ADF’s approach to WHS
« specific injury prevention programs

o a workers’ compensation premium to signal the full (lifetime) cost of service-related
injury and illness.

The information base underpinning the ADF’s approach to WHS

While the Sentinel information management system (boxes 5.6 and 5.7) plays a central role
in the ADF’s approach to improving WHS outcomes, participants raised two concerns about
whether it is fit for purpose:

« the likely significant underreporting of non-notifiable WHS incidents

o the ‘narrowness’ of the information captured by Sentinel and the need to augment that
with information from other relevant databases.

These concerns are important because they affect the volume of incident data, which affects
the statistical power to detect emerging problems and to monitor the success of the ADF’s
WHS activities (Pope, MacDonald and Orr 2015). They are also important because they
affect the ability to identify injury and illness early and thereby facilitate early medical
intervention, which can prevent the aggravation of that harm to something more serious and
potentially less amenable to successful treatment.

Underreporting of injury and illness in the Sentinel system

The literature on WHS in the ADF indicates that Sentinel is likely to be significantly
underreporting the true incidence of non-notifiable WHS incidents. For example, Pope and
Orr’s (2017) findings suggest that the Sentinel database only captures about 10-20 per cent
of the true incidence rate for injuries that are of sufficient severity to require a consultation
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with a healthcare provider. Anecdotal comments from serving personnel to the Commission
in meetings and during its tours of Army and Air Force bases expressed a similar concern.

Although this view was common among serving personnel the Commission spoke with,
RSL Queensland’s view was that the ADF’s incident reporting system was generally adequate:

... the ADF now takes fulsome steps to prevent service-related injuries, and that injury reporting
and record keeping is generally now appropriate. Historically there were significant issues
associated with reporting injuries ... (sub. 73, p. 27)

Some of the reasons for underreporting are endogenous to the system — such as the lack of
Service-wide coverage (and less than universal access to the system), the ease (or not) of use
of Sentinel, and confidence by military personnel that reporting would lead to change.
Others, such as the reticence of military personnel to record their injuries or illnesses in
Sentinel, are largely exogenous to the system.

Coverage

When Sentinel was first introduced, access to the system was poor for some groups. For
example, Navy and some other parts of the ADF did not have ready access to the Defence
Restricted Network — which made it impractical to log incidents in the Sentinel system. As
well, Sentinel was not available in disconnected environments (such as Navy vessels on
deployment) and on some IT platforms in services within the ADF that were not integrated
with Sentinel (ANAO 2016, p. 23).

Since its introduction, Defence has addressed many of these barriers to access and has
significantly extended the coverage of Sentinel across the Services.

User-friendliness and confidence in the system

During visits to Army and Royal Australian Air Force (RAAF) bases, the Commission was
told that the user-friendliness (or ‘unfriendliness’) of the Sentinel system affected the
willingness of personnel to record WHS incidents on the system. This was particularly the
case when those responsible for reporting WHS incidents faced competing demands on their
time to get other (and what they viewed as more imperative) work done in the limited number
of hours in the day available to them.

Some submissions were also critical of Sentinel’s user-friendliness, with the Wynyard
sub-branch of RSL Tasmania noting:

Having used the system for one of my troop’s rehab I found it to be clunky, hard to use and highly
impersonal. (sub. DR205, attach. C, p. 1)
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Although written with reference to Sentinel’s predecessor (DEFCARE), the issues affecting
user-friendliness and compliance identified below are equally applicable to Sentinel:

The major difficulty with this type of data capture system is compliance. Individuals must be
strongly motivated to complete an injury report, obtain supporting statements from supervisors,
witnesses and managers, and submit the report to the central database. The process can be readily
halted at any step if the task becomes too onerous, if the assistance of others is not readily
available, if the injury becomes less significant, if the submission channels are not clear or
effective, or if the individual becomes distracted by other life events. (Pope 2002a, p. 4)

However, since Sentinel was rolled out in 2014, it has been continuously modified and
enhanced to improve its functionality and user-friendliness. Some of the key modifications
are described in box 5.8.

Box 5.8 Changes to improve Sentinel’s functionality and user-friendliness
Key modifications since Sentinel’s inception include:

e improving the Event Module to include a ‘check list’ on the side of the screen to navigate the
user through the necessary steps (as numerous users were initially failing to complete their
role in Sentinel)

e adding a checklist to ensure all appropriate entries were made to reduce the number of Events
that the Australian Defence Force failed to notify Comcare about (as a result of some steps
not being followed)

e improving and changing the appearance of the five key modules in Sentinel (Risk, Event,
Hazard, Audit and Regulator Relations). This included fields that were marked ‘mandatory’
and explanations in those fields to help the user provide context to what they were recording
on the system. The outcome of updating the modules resulted in improved reporting and
added clarity in reporting for all Groups and Services within Defence.

Source: DoD (pers. comm., 8 October 2018).

The willingness of ADF members to report WHS incidents on Sentinel is also influenced by
their confidence that such reporting would lead to the remediation of identified WHS risks.
This point was observed by APM Workcare (sub. DR219, p. 1), and is supported by studies
by McKinnon, Ozanne-Smith and Pope (2009) and Pope, MacDonald and Orr (2015), which
found that those supplying and entering data in injury surveillance systems would not do so
reliably where this confidence is absent.

However, Defence’s annual survey of attitudes to work health and safety indicate that the
Sentinel system performs well on this basis, although more could be done. As that survey
shows, over the period 2011-12 to 2016-17, a consistent 84-85 per cent of respondents
agreed with the statement ‘when | report an accident/injury/incident/hazard, | believe that
appropriate action will be taken’ (table 5.2).
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FINDING 5.2

Since Defence introduced Sentinel (a work health and safety incident reporting system) in
2014, it has expanded its coverage, improved the ease of use of the system for serving
personnel and put in place processes to ensure that reported incidents are acted on.

However, despite these efforts, underreporting of work health and safety incidents in
Sentinel (other than for serious, defined events that must be notified to Comcare)
continues to be an issue.

Reticence of serving members to record their injury or iliness

Three interrelated factors are particularly significant in the reticence of serving ADF
members to report an injury and illness:

a pervading culture in the military of perseverance and toughness

concern that reporting an injury or illness could have an adverse effect on a member’s
prospects of deployment or, in extreme cases, result in their discharge from the ADF

stigma associated with admitting to suffering from a mental illness.

Concerns about the disclosure of personal medical information can add to the reluctance of
serving members to report injury or illness.

Through enforceable adherence to the command structure, there is an increased potential for
sensitive medical information being shared at the expense of an individual’s right to privacy —
leading to compounding feelings of anxiety and mistrust. The capacity to trust health
professionals is further diminished by the posting cycle and changeable contract arrangements
within Joint Health Command. What this means is that personnel have limited ability to establish
trusting relationships with those responsible for their care. (Deborah Morris, sub. DR307, p. 6)

The first of the three core factors is a well-known barrier to comprehensive injury and illness
reporting. A culture of machoism, which results in sentiments like ‘don’t be a woose’ and
‘tough it out’, is inimical to the early and comprehensive self-reporting of injury and illness.
In their study of military injury surveillance systems in the ADF, McKinnon, Ozanne-Smith
and Pope observed:

One important global factor [affecting data collection in injury surveillance systems] identified
was military culture. Military environments such as the ADF, which inculcate an expectation of
enduring physical hardship, can be perceived as running counter to the aim of injury prevention.
The reporting of injuries that is critical to gaining comprehensive and representative data in
military [injury surveillance systems] can be hampered in military contexts by a pervading ethos
of perseverance and toughness ... (2009, p. 475)

Defence has recognised ‘culture’ as a barrier to the reporting of injury and illness and has
taken steps to address this issue. The initial Defence Pathway to Change: Evolving Defence
Culture document, for example, noted that:
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We particularly need to remove the stigma of communicating distress to those who have a
responsibility for our welfare; whether it relates to injury or other ailment, perceived threat,

intimidation or harassment ... As one Review termed it, we need to adopt a ‘Reporting’ culture.
(DoD 2012b, p. 23)

The second factor — the concern that reporting an injury or illness could have adverse career
effects — is particularly strong in the military context.

The ANAO, when examining the usefulness of the Sentinel system in assisting Defence to
manage WHS risks in the ADF, identified deficiencies in Defence’s injury/illness reporting
system for just this reason:

... the ANAO was informed during numerous audit interviews with a range of ADF staff of
reluctance within some parts of the ADF to report incidents due to perceived potential negative
career impacts. (2016, p. 9)

The same point was made by a number of participants in their submissions and Ray Martin
at the Commission’s public hearings:

There is, particularly among [Air Force] aircrew, a strong culture of getting the job done, along
with a desire to remain flying. Obviously flying is why you are aircrew but there was a tendency
to ignore or carry injuries without reporting them for fear of losing one’s ability to continue
flying. (Hugh Baldwin, sub. 10, p. 2)

... there is ample evidence that serving members often deliberately fail to report or understate
the extent of injuries and illnesses, fearing this will affect their chances of deployment and
promotion or even lead to medical discharge. (War Widows’ Guild of Australia,
sub. DR278, p. 6)

... during my service between '74 and ‘99 we absolutely under-reported and really mental health
reporting to put your hand up to seek support with a mental health issue is pretty well unheard
of. ... [despite] the command system saying ‘we encourage you’. The reality is that there’s still
people not willing to put their hand up to get that support because they think that’s a career
inhibitor. (Ray Martin, trans., p. 1374)

This reluctance to report potentially career limiting injury or illness stems from the inherent
requirement that ADF personnel must maintain a sufficiently high standard of fitness to be
‘fit for service’. The ADF Medical Employment Classification (MEC) System defines a
serving member’s employment prospects based on their medical fitness. It ranges from
MEC1 (fully employable and deployable), MEC2 (employable and deployable with
restrictions), MEC3 (rehabilitation), MEC4 (employment transition) to MEC5 (separation) .

Each Service has the right to retire members on the grounds of invalidity, that is, a physical
or mental incapacity to do their duties (Warfe, Jones and Prigg 2000, p. 45). Thus, a
fundamental problem is that where a reported injury or illness is likely to trigger an
assessment of a reduced fitness for duty (and deployment) — or, in extreme cases, a
discharge from service — there are very real incentives for serving members to not report it.
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While a reluctance to report a mental illness may be partly explained by the above two
factors, the stigma associated with mental illness is a sufficiently unique characteristic that
it merits particular mention. Stigma is not normally associated with reporting an injury and
iliness — for example, reporting a broken leg from a parachute jump gone wrong, or a bout
of malaria picked up patrolling some swamp, carries little to no stigma.

Mental health is different. A number of submissions noted that stigma, culture and adverse
effects on one’s career were all factors behind the reticence of serving ADF members to
admit to mental illness. Slater + Gordon, for example, noted:

It is widely understood that ADF personnel will not report mental health injuries for the following
reasons:

(1) There is a perceived stigma with reporting mental health issues. Members remain of the view
that they would be treated differently if they sought care and that seeking care would harm their
career.

(2) Serving members do not wish to jeopardise their ongoing employment or future chances of
deployment, promotion or career opportunities.

(3) Complaining of health problems is somehow letting down their mates and not being part of
the team.

(4) If time off work is needed they will be isolated, demoted, downgraded or given less
meaningful jobs.

(5) An anti-reporting ethic of keeping silent, not being seen to be whinging, working in an
environment of strong peer group pressure where members are expected to be strong and stoic
despite living in the face of pain and emotional stress.

(6) A culture has been created where to seek help is an admission of weakness. (sub. 68, p. 84)

Underreporting of mental illness is a particular concern. As the Defence Mental Health and
Wellbeing Strategy 2018-2023 states, mental illness is responsible for the major share of
compensation costs and lost time.

Mental illness is costly to the organisation, sometimes forcing highly skilled people out of their
roles and causing lost productivity. The workers’ compensation aspects are also significant.
Psychological claims account for only 19% of all accepted claims but account for 57% of all total
expected or actually incurred costs and 56% of all lost time to injury. (DoD 2017h, p. 15)

This makes it all the more important for the ADF to get a handle on its incidence and likely
causes in order to better inform what WHS action it might take to reduce the incidence and
severity of that illness.

To its credit, the ADF has done a lot to promote mental health and wellbeing and, in the
process, to reduce the stigma attached to mental illness and improve reporting rates
(table 5.4). (In the absence of counterfactual data, though, it is not possible to determine the
effect these reforms have had on mental health reporting rates.) In many respects, these
reforms parallel efforts in the broader community to de-stigmatise mental illness — which
has seen a greater focus on mental health and the growth of organisations like Beyond Blue.
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Table 5.4 Mental health reforms affecting the ADF

Year Reform

2002 First ADF Mental Health Strategy
Introduction of Defence Suicide Prevention Program
2009 Review of Mental Health Care in the ADF and Transition through Discharge
Government response initiates ADF mental health reform program
Longitudinal ADF Study Evaluating Resilience
2010 Military Health Outcomes Program, including ADF Mental Health Prevalence and Wellbeing
Study
2011 ADF Mental Health and Wellbeing Strategy
2012 2012-2015 ADF Mental Health and Wellbeing Plan
Establishment of ADF Mental Health Advisory Group
Introduction of mental health service delivery model
2013 eMental Health Strategy for Australia
Pathway to Change: Evolving Defence Culture
Upskilling Mental Health Providers
The Veterans’ Mental Health Strategy 2013-2023
2014 Review of alcohol use in the ADF and implementation of the ADF Alcohol Management
Strategy
Review of implementation of the recommendations from the 2009 Dunt Review?
2015 DVA Social Health Strategy 2015-2023 for the Veteran and Ex-Service Community
Government response to Mental Health Review by the National Mental Health Commission
Senate inquiry into the mental health of ADF personnel returning from combat
First Principles Review
2017 Australian Institute of Health and Welfare ADF Suicide Report 2001-2014
National Mental Health Commission Review into suicide prevention and Government response
Senate inquiry into suicide by veterans and ex-service personnel
Fifth National Mental Health and Suicide Prevention Plan
Development of Defence Mental Health and Wellbeing Strategy 2018—-2023.

@ Review of Mental Health Care in the Australian Defence Force and Transition through Discharge.
Source: DoD (2017h).

Occupational Therapy Australia (sub DR289, p. 2), noting the rising incidence of
psychological injury, considered that the ADF should place more emphasis on the prevention
of mental illness — identifying resilience training as particularly important in this regard. In
many respects, this is happening, with a recent study acknowledging that the mental health
strategies of both Defence and DV A are moving away from a focus on illness and treatment
to a focus on wellness and the prevention of illness (Burns et al. 2019, p. 194). Defence and
DVA have also made investments in online tools and resources to help prevent mental illness
among serving and former ADF personnel (box 17.7) (Burns et al. 2019, pp. 4, 5).

A broader discussion of mental health in the ADF — how military service shapes mental
health, the prevalence of mental ill health, and mental health supports available for veterans
— is discussed in chapter 17.

The Commission observed first-hand the changing attitude in the ADF to mental illness. One
example was a senior serving base commander ‘going public’ with their battle with mental
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iliness and lower ranks commenting that this has had a tangible knock-on effect of reducing
the stigma of mental illness and increasing serving members’ willingness to acknowledge
and report their own mental health concerns.

Nonetheless, while much has been (and is being) done to address the stigma of mental illness
in the ADF, it appears that stigma is still alive and well (albeit in a reduced form).

Mental illness also does not lend itself well to incident reporting. In this regard it is akin to
hearing loss, which is not so much a consequence of a specific incident but rather the result
of an accumulation of contributing events and evident only after gradual onset. As such,
underreporting of mental health issues in the Sentinel system is likely to remain high.

What then — in addition to existing mental health reforms — can be done to get better
information on the incidence and likely causation of mental illness and to better inform WHS
efforts to address this problem?

One suggestion put to the Commission was to combine data from the Sentinel system with
other databases to get a better handle on the true incidence of WHS incidents, including
mental illness. In particular, some participants suggested that the joining up of the Defence
eHealth System and Sentinel would help address deficiencies in the information base guiding
Defence’s WHS strategy.

Increase the breadth of data informing WHS strategy

Whatever the current proportion of WHS incidents recorded by Sentinel, it is obvious that
more and better data could improve the ADF’s ability to detect emerging problems, to
monitor the success of its WHS activities and to better target WHS and prevention activities.

The US Army’s Total Army Injury and Health Outcomes Database is an example of how
disparate but related databases can be harnessed to identify WHS risk factors and adverse
health outcomes, and to evaluate the effectiveness of intervention strategies (box 5.9).

When the Commission visited RAAF Base Wagga and Army bases at Bandiana, Kapooka,
and Lavarack, a number of personnel commented that while Sentinel is good for recording
injuries, it is poor for recording illnesses or other ‘accumulated harm’ (such as hearing loss
or mental illness). This is a particular concern given that mental health conditions are
accounting for increasing numbers of medical discharges in recent years (chapter 3).

To address this potential weakness in the data informing and guiding Defence’s WHS
efforts, they suggested Sentinel data be combined with information from other databases.
The main candidate for this is the Defence eHealth System, which contains health
information at the point of care. The RACP also proposed this option (sub DR234, p. 6).
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Box 5.9 The US Total Army Injury and Health Outcomes Database

To uncover the complete spectrum of injury morbidity and mortality among Army Soldiers, the US
Army Research Institute of Environmental Medicine developed a research database, the Total
Army Injury and Health Outcomes Database (TAIHOD).

The TAIHOD is a research tool with great potential for identifying risk factors, documenting
adverse health outcomes, and evaluating intervention strategies, among deployed and
non-deployed active duty service members.

The TAIHOD comprises data from multiple Department of Defense agencies, including records
of hospitalisations, outpatient visits, deaths, disabilities, flying duty medical examinations,
accident reports, clinical evaluations from Gulf War registrants with the Comprehensive Clinical
Evaluation Program, reports of spousal abuse, demographic information, self-reported health
behaviour information from surveys, and occupational noise exposure data.

The TAIHOD has great potential for Force Health Protection-related research focusing on the
health of service members during armed conflicts and during peacetime activities. And, by virtue
of the breadth and depth of the information it contains, it is particularly useful for assessing
pre- and post-deployment health for the entire population of soldiers serving on active duty.

Source: Bell et al. (2004).

At present, as Phillip Burton observed, such information sharing or interoperability is
problematic for Defence, as no platform cooperates with any other system. He held that a
single platform needs to be developed in order to reduce operational costs and ultimately
provide better information to support services provided to veterans (sub. DR243, p. 9).

Another suggestion was to combine Sentinel data with the DVA’s data set on injury and
illness claims, which would provide information on the cost of particular injuries or illnesses.
Cost data, we were told, would be invaluable in ‘weighting’ the significance of particular
injuries and illnesses and allow a better prioritisation of remedial WHS activity. The Alliance
of Defence Service Organisations strongly supported this approach to harness the power of
‘big data’ (sub. DR247, p. 26).

The value of incorporating Sentinel data with point-of-care health data is also a consistent
theme in the literature on preventing injury and illness in the ADF:

... it would seem important that the evident deficit in incident reporting and data capture is noted
and addressed. ... it would appear prudent that developers and administrators of military WHS
incident reporting systems ensure that point-of-care reporting mechanisms are incorporated in
these systems to maximise data capture and so support WHS incident and injury risk management
by commanders. (Pope and Orr 2017, p. 15)

A combined Defence and DVA initiative aimed at reducing the time to make determinations
of liability and invalidity offers an insight into how data already collected by Defence and
DVA might be better used to improve WHS outcomes in the ADF.

In 2016, Defence and DVA entered into a Joint Memorandum of Understanding on
Cooperative Delivery of Care and Support. Collaboration under that Memorandum of
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Understanding includes an initiative to establish an Electronic Information Exchange
Strategy (DoD, sub. 127, p. 14). The information exchange strategy aims to allow effective
and efficient sharing of electronic information contained in the following systems:

o the ‘Defence One’ Human Resource Management System
 the Defenc