The Secretary

Senate Community Affairs References Committee

Suite S1 59

Parliament House

Canberra ACT 2600

email: community.affairs.sen@aph.gov.au.

Dear Senators

I am pleased to see that this Senate Poverty Inquiry's Terms of Reference encompass the deeper systemic problems that contribute to the untenable increase in poverty amongst Australian people in recent times. 

Following the current government's 'welfare reform' process since it's inception, I am appalled at the naive assumptions and cynical political opportunism that has so far characterised welfare policy reform.

Much as some individuals land in poverty due to their own folly, this should not be a life sentence, and many are simply the 'collateral damage' arising from the systemic economic, workplace and employment changes that market globalisation has brought us. 

In either case, government policy & programs need better integration to ensure all Australians have opportunites to contribute to our common wealth.

I am an expert in poverty, with over a decade of "in the field" "action research" experience of welfare and marginal employment due to illness, injury and assorted systemic failures. I'm still not 100% well, my efforts towards self-reliance are constantly thwarted by systemic problems, and it is no comfort that my economic difficulties are shared by thousands of other Australians.

As a social ecologist embedded in the topic of poverty, I have explored how the 'breadline' experiences of myself and others could usefully inform improvements to Australia's common welfare through the welfare, taxation, housing, health, employment, education and other related systems. 

The attached "Recovering Welfare" paper, prepared in response to the McClure Report, is now slightly dated, but covers the range of systemic issues that contribute to poverty, especially in regional areas. 

I apologise that other commitments precluded updating it before submissions close, but others will undoubtably supply up-to-date numbers and the principles remain the same. 

The following observations provide an overview of the issues which must be addressed to ensure that all Australians have opportunities to live productively and decently. 

For our common wealth

Margaret Clarke

Social Ecologist 

PO Box 2017, BYRON BAY, NSW 2481

matrix2481@hotmail.com
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A. Summary of Poverty Issues in Early Twenty-First Century Australia

Part I: Extent, Nature and Causes of Australian Poverty.

1. Economic Changes: Global Pillage or Global Village?

Major changes in global economic markets and consequent macro- and micro-economic reforms are based on 'growth at all costs' economic fundamentalism which externalises the human, social and environmental costs of unregulated corporate self-interest in a "free" market. 

All freedoms entail responsibilities as well as rights, and global trade must be fair to all players, rather than 'free' to the most corrupt and exploitative at the expense of decent citizens and their families. 

Human societies are sustained by the inter-dependence of competition and co-operation. We need to ensure that our economic, political and social systems co-operate to give everyone a "fair go".

The principle is Global Village, rather than Global Pillage!

2. Employment Market Consequences

There are nowhere near enough "jobs" available in the Australian employment market to enable all willing working age Australians to "make a living" from work. 

Whereas twenty years ago a basic minimum full-time wage was (just) enough to support an entire family, now it is very close to the poverty line for a single adult with no dependents. (ACTU, Submission # 94, 2003)

Jobs are increasingly part-time or casual, providing inadequate income and no security. 

The current government has done virtually nothing to stimulate employment growth. It's multi-billion dollar 'business welfare' expenditure pays off rich multi-national mates, but it is small business which generates the most jobs. Measures to stimulate small business expansion are woefully inadequate. 

3. Egonomics: Greed and Social Capital Losses

The effects of this economic paradigm on Australian family life are devastating, with resultant family and lifecycle disruptions contributing to declining birth rates, high divorce rates, increased health costs and mortality, an escalating welfare budget and community services overwhelmed by the human fall-out. 

This process is bankrupting our social capital reserves, which depend on our voluntary and altruistic capacities, rather than market forces. They are not, however, limitless, and produce negative returns of crime and social unrest if they are overtaxed without adequate support and investment.

Government economic and welfare policies have failed to appreciate or accommodate these immense impacts on individuals and families and their life cycle needs and aspirations, except insofar as they increasingly exploit social capital, rather than investing in it. 

4. Human Needs - What is Poverty?

The economics of individual and family households in Australia - and hence our capacity for self-reliance - is poorly understood by economists, social scientists and government policy-makers who cannot agree and clearly articulate reasonable benchmarks of what constitutes poverty in Australia.

The current government consistently rejects a 'living wage' for full-time workers and those in casual and part-time employment are not well, if at all, represented by trade unions or welfare organisations.

As well as the material dynamics of poverty, the personal and social aspects need consideration. 

The increasing perception that "poor people aren't civilised" arises from the fact that poor people do not have the material wherewithal to maintain basic dignity and a "decent standard of living"! 

We are motivated by many things, not just blind quests for food, sex, freedom or amnesia. 

As the NSW CWA points out, the government's own HILDA surveys found that most low income people "exercise initiative, resourcefulness, thrift & discipline" and that these are "barely the characteristics of 'dole bludgers'". Yet, the current welfare reform process treats all welfare recipients as if we were the lowest common denominators among us. It is mean, demeaning and punitive. 

And there's still many more people than jobs! If the government and business communities, with all the resources at their disposal, cannot "create" jobs, how do they expect people living on less than Minister V'Antoinette's weekly chardonnay budget to do it for them? 

Insofar as systemic government decisions are increasing poverty in Australia, perhaps the poor's sacrifice of blood, sweat, tears and aspirations should be lauded as "heroic services in the war against inflation and government debt" by those who so casually enjoy the fruits of our struggles. 

5. Enabling and Disabling Support and Welfare Services

Poverty isn't just about personal income failing to match essential outgoings. 

It's also about the accessibility of basic health services, decent housing, transport, childcare, education and training. Lack of basic services (especially in regional areas) and spiralling costs are crippling many people in unnecessary poverty. 

A two-year waiting list for a hip replacement often means two years on welfare, rather than only three months off work. It also means longer rehabilitation and alot of pain and family stress in the meantime.

Housing costs are escalating, leaving even families with two jobs struggling after the rent or mortgage has been paid. Housing stress is the norm for people on welfare in private rental housing, and the policy and funding directions of the Commonwealth State Housing Agreement are a public disgrace.

In fact, the entire Commonwealth-State buck-passing nexus on essential government services needs fundamental reform. 

 

 

Part II: Considerations and Possible Remedies

1. Benchmarking a Living Wage 

Can our socio-economic system and human dignity survive abolishing the long-held principle that a full-time job should pay enough to "make a living"?

As the ACTU points out (submission # 94): "The minimum wage (currently $431.40 gross, $371.60 after tax) is currently below the Henderson poverty line for all household types other than singles without dependent children. Indeed, the Henderson poverty line for a couple with two children exceeds the after tax income of a worker on median earnings."

In contrast, the Harvester Judgement of 1907, which set a basic living wage for the time, was founded on a set of principles as to what constituted "the normal needs of a human being in a civilised community" or "a decent standard of living", including "food, shelter, clothing, frugal comfort, provision for evil days etc" and determined a living wage rate in consultation with "a butcher, a landlord's agent and nine labourers' wives". [Legge, Kate, 'The Necessities of modern life", Weekend Australian, 5-6 June, 1996, p3.].

It is of grave concern that now even median earnings are less than the Henderson poverty line for a couple with two children, resulting in more than half of Australia's children living in poverty! 

The idea of tax credits for low income earners undermines the independence of full-time workers, although tax credits are a mid-way option for those in part-time jobs or with dependents, since it is no longer possible for one minimum full-time wage to support a family. However, a minimum full-time wage should provide a 'decent living', as opposed to mere survival, for a single person. 

Recommendations:

Government and business must accept a reasonable living wage case for minimum full-time earnings.

Raise the income tax-free threshold to the poverty line for a single person, so the 'poor' are tithed (10% GST), but not also taxed into poverty.

Introduce tax credits for part-time workers and families with dependents and increase allowable tax concessions and/or deductions for the costs of raising and educating children. 

Revise Family Tax Benefit administration to reduce complexity and enable greater responsiveness to changes in expected income.

2. Defining Poverty

The Harvester judgement was about a minimum wage, rather than minimum life support, but the principles remain the same. Thorough grounded research is needed into what constitutes poverty.

The neoliberal fundamentalist line that poverty is "the result of people's own fecklessness, weaknesses and personal incompetence" (CWA NSW submission #39) may have some validity for a few thousand 'derros and dropouts', but it does not explain or justify full-time working poverty, or the suffering of half our nation's children whose parents can't get reasonably paid full-time work. 

Anglicare Victoria (submission # 89) defines poverty as: "having so few resources (material, cultural and social) that participation in activities regarded as normal or necessary is not possible." 

Poverty of opportunity is not an individual responsibility, even if individual poverty of expectation can reduce perceived opportunities. There's still only one job for every eight people who need one. The opportunities are not there! 

Poverty of income and material resources has two categories: relative and absolute poverty.

Relative poverty is about community expectations. What is a 'decent' standard of living today? 

What level of income is required to meet Centrelink's increasing expectations of job seekers? 

Kate Legge ('The Necessities of modern life", Weekend Australian, 5-6 June, 1996, p3.) regards the following material resources as staples: "at least one second-hand car, a telephone, a television, perhaps a video and a second-hand computer, childcare or after-school careholidays, heating, restaurants, films". 

The car, telephone, TV, computer and childcare may be necessary for civilised working and family life, but holidays, heating, movies, concerts, dining out, new whitegoods, new clothes, insurance and savings are items that don't figure in many low income budgets, which are stretched to cover rent, utilities, food, communications, medical costs, and basic family and community participation. 

Anglicare Victoria defines 'absolute poverty' occurring where households "do not have enough resources to obtain basic necessities such as food and shelter".

The number of homeless people in Australia has increased dramatically over recent years, and crisis housing is turning people away for lack of facilities. This tells us that absolute poverty is here already.

Some level of 'relative poverty' may be unavoidable, but absolute poverty is unacceptable.

Recommendations

Establish reasonable benchmarks for Australian poverty, taking into account increasing housing costs, community expectations, Centrelink requirements, higher participation costs in regional areas, and changes to family and household economic relationships. 

Raise welfare payment levels to these poverty benchmarks.

Ensure that the combined effects of income tax, costs of employment and Centrelink withdrawal rates do not leave part-time and casual workers financially worse off for their labours.

3. Affordable Housing

Housing in some form is a vital necessity for basic human survival and participation in society.

Housing is the largest single expense to be paid from a small budget. Currently, half of low income Australians are paying more than 50% of their income for private rental housing, even with maximum rent assistance, while 10% of all Australian households spend over 30% of their income on housing. 

Housing stress is increasing, as housing costs escalate, with great risk of increased absolute poverty. Many people who suffer 'housing stress' go without food at times to pay their bills, particularly single parents who feed their children no matter what, but risk their health to keep within their budget. 

Low income people in public housing or their own long-term home are less likely to suffer from housing stress than people in the private rental market or families battling to pay mortgages. 

Anglicare Victoria notes: "There has been a 28% decline in real terms in Federal and State governments' investment in public housing. The result can be seen in the blowouts in Public Housing waiting lists. Across Australia as at 30 June 2001 there were 221 313 families on the public housing waiting list, a reduction of only 15 000 since 1996. The total number of new applicant households allocated housing was 38 736." 

Recommendations

The Commonwealth-State Housing Agreement must be renegotiated on the basis of significantly increased investment in public and community housing. The current focus on rent assistance is a blank cheque for private landlords to charge what they like.

Unmet affordable housing needs warrant creative 'outside the box' solutions, such as partnerships with business, community and Council and/or State government assistance to find ways to deliver affordable housing outcomes, including manufactured home estates (as exemplified by the Sydney 2000 Olympic Village), both town and rural co-housing and community housing projects, the use of Crown lands and greenfields developments, particularly in regional areas under pressure from tourism or other housing shortages. 

The possibilities of resident co-ownership with government, community or banking partners also warrant further investigation and relevant policy and pilot program development. 

4. Income Tax Reform

The principle of progressive income tax, as ability to pay increases, is fine, but current arrangements are unfair on low income earners, especially in combination with Centrelink assistance withdrawal rates.

Recommendations

There is a strong equity argument for raising the income tax-free threshold to the poverty line for a single person, so the 'poor' are tithed (10% GST), but not also taxed into poverty, as is the case now.

This tax change would be much easier to administer than complex individual tax credits and also resolves some of the tax/Centrelink overlaps that result in high EMTRs, although equity adjustments to Centrelink assistance withdrawal rates are also needed. 

A reduced tax rate for incomes under $20,000 - $25,000 would also help low and single income families, including those suffering bracket creep. 

Both these thresholds should be indexed to cost of living increases.

5. Accessible Services in Regional Areas

Poverty and unemployment besiege regional and rural areas at double the rate of most metropolitan areas. 

Lack of government and community services, public transport and health and education opportunities contribute to great hardship in the bush. 

Public health in the bush is worse than in metropolitan areas due to lack of services. It can cost $20 just to visit the nearest Medicare office for the 55% refund after paying the doctor $40, net cost $38 per visit. 

Recommendations

Bulk-billing or a modest upfront 'gap' payment is essential for low income rural people, include workers on low incomes who are not currently eligible for a Health Care Card. 

The income limits for a low income Health Care Card must be increased to ensure people in marginal casual work are not financially crippled by a tooth abcess (doctor $70 + scripts $224 + surgery $1300 - less rebates $160). 

Basic dental health should be covered by Medicare as dental crises make people very 'sick' and poor dental health definitively increases other pathologies, particularly heart disease. 

Rural hospital and mental health services need increased funding, to reduce stress on individuals, their friends and families and existing community services and to increase positive health outcomes.

6. Employment Initiatives

Reducing Overwork

Both overwork and under-employment are now widespread and increasing, indicating a mal-distribution of available paid 'jobs'. Fatigue-related workplace accidents and errors are also increasing, adding to both the social and economic costs of overwork. At least half of this overwork is unpaid overtime, which suggests that claimed productivity increases are at the expense of workers and their families. 

Recommendations

Humanly possible maximum working hours must be mandated to reduce the carnage of more than 2,000 workplace related deaths a year, not counting the estimated 11,000 people who die each year from medical misadventures, in part because of intern and hospital staff fatigue. 

Radical solutions, such as reducing the working week as the French have done, could also be considered. 

Casual and Illegal Paid Work

The 'casualisation' of 'employment' leaves many employed people in insecure, often lowly paid, 'jobs', but with no capacity to access lending finance to fund home or other major purchases.

Illegal 'cash' employment is rife, particularly in seasonal tourism and farm work, mostly due to the excessive on-costs of employment. Welfare taxpayers are particularly disadvantaged by this practice, as they cannot declare 'dodgy cash income' with Centrelink without losing their 'jobs' and risk being breached if they are discovered, while employers just hire someone else for cash. 

In tourist towns, many of these dodgy jobs are taken by backpackers or illegal immigrants (overstaying visitors' visas) who do not have work permits. In all cases, there is no insurance for work injuries.

It appears government is reluctant to bring employers into line here, although a combined Tax Office and Centrelink raid on fruit picking properties in western NSW was conducted in 2001. 

Recommendations

Both State and Federal government employment watchdogs should increase checks on employers to ensure that workers are legitmately employed, properly paid and protected from uninsured injury. 

On-Costs of Employment

Government action to reduce the excessive on-costs of legitimate employment is needed, as payroll taxes and other government charges could be further reduced. Some of these are State matters, as are the inflated costs of Workcover. The precariousness of insurance also needs addressing.

The Federal government is directly responsible for national income tax and superannuation.

Employment Creation

Most Australian employment is provided by small business, yet the Federal government provides most 'business welfare' to large multi-national companies for imported infrastructure and equipment, creating few, if any, jobs. Assistance for small business is inadequate, especially in training for business set-up. 

If we are to create new business and new jobs, programs such as the New Enterprise Incentive Scheme must be more accessible and flexible. Many unemployed people have great business ideas, but there is insufficient support to develop them into successful businesses. As NEIS participation is full-time, many people (including those with disabilities and family or part-time work commitments) cannot access this program. Centrelink does not recognise business enterprise outside NEIS as 'job search' activity. 

Nor does Centrelink recognise "networking" a a job search activity, despite the fact that many jobseekers, both professional and semi-skilled, find more work through networking in cafes, pubs and at parties than by endless officially-sanctioned job search activities. 

The increase in 'contract' work, rather than standard employment, must also be recognised as the on-costs of 'running a business' (especially from home) are far greater than just turning up for work. 

Self-employment insurance for professional liability and injury is not available to people with physical and mental disabilities. With a diagnosis of Chronic Fatigue Syndrome, it is impossible to get any insurance at all, and it is unlikely a person with this diagnosis would be covered by Workcover, if employed. Do we work entirely at our own risk, or is it illegal for us to work at all?

Recommendations

The on-costs of legitimate employment must be reduced, as many small businesses would employ more staff (officially on-the-books) if these costs and the associated paperwork were reduced..

Business incubator centres are needed for shop-front and industrial businesses, but the trend towards home-based business must also be recognised and supported. 

The Neis program should be expanded and made more flexible to encourage small business initiatives, including 'micro-business'.

Centrelink should expand the range of activities that count as 'job search' to include small and micro business enterprise, contract work and networking.

Ensure that self-employment insurance is accessible for people with physical and mental disabilities.

Innovative community job creation projects should be funded to develop job creation models.

 

 

B. Recovering Welfare, June 2000. 

Background

In September 1999, the Federal Government announced a major review of Australia's welfare system, appointing a Reference Group to "consult with the community" and advise the Government on welfare reform. It is of note that Minister Newman was at first reluctant to release the initial Discussion Paper to the public and it was edited for several weeks before we were allowed to see a 'clean' version. 

The Reference Group accepted a first round of public submissions until 16 December 1999 and then provided the Government with an Interim Report titled 'Participation Support for a More Equitable Society' in March 2000. This Interim Report was released in early April 2000 with a mere four weeks allowed for public comment. The Reference Group will deliver a final report later this year.

[The Reference Group's Terms of Reference & membership, their Interim Report and some of the 368 initial submissions are available at: http://www.facs.gov.au/welfarereform/]

In the meantime, the Government has regularly announced and introduced various new measures to reduce eligibility for welfare assistance and to increase the obligations of people receiving welfare support to seek employment and/or to 'participate' in 'approved' "mutual obligation" activities. 


May Budget Update 

The Treasurer's May Budget provides little relief for those trapped in the welfare system, with further tightening of welfare eligibility rules and increased 'mutual obligation' requirements. 

The government's own estimates of post-GST cost of living increases are now between 4.5% and 6.7%, yet welfare clients will receive only a 4% increase in pension or allowance levels to compensate for extra GST living costs. In terms of broader public welfare support, the $1.8 billion of extra health and education funding over the next four years gives back little of the funding cuts of the previous four years. There is not extra funding for public housing or rural infrastructure. 

Other than increased 'work for the dole' funding, which has already cost taxpayers $500 million in the first year (in addition to the $6 billion paid in unemployment allowances), there are no new job creation initiatives or other measures to improve the employment prospects of welfare clients. 

The Government's expectation that Budget measures will reduce unemployment from the current 7% to 6.25% in the coming year is extremely optimistic. Economic and business analysts expect slower economic growth and further downturns in global markets. Inflationary pressures, rising interest rates, our high current account deficit, and various global economic uncertainties are more likely to result in continuing high un(der)-employment. 

The direct costs of Federal welfare assistance total over $40 billion a year (including age pensions and family allowances, which account for about 60% of the welfare budget). Indirect costs of poverty, illness and despair are not only costs to individuals, families and social services, but also a lost benefit to both the economy and society, since the potential skills and productivities of so many Australians are unrealised and rendered useless by the current economic and public welfare system. 

The lost productivity of this unrealised human potential is worth $100 billion a year. Possibly twice or three times that. Welfare reform is a pivotal factor in Australia's future economic performance.


What Next?

Welfare reform is on the political agenda NOW.

The task is to turn a set of crippling poverty traps into a system of investment in human capital which realises our individual and national aspirations for self-reliance and common wealth. 

We have this window of opportunity to identify and discuss the issues, to explore and debate the possibilities and to create a 21st century social support system that serves the individual needs of all Australians to contribute to our national welfare. 

The following paper is a contribution to that process. It is not the whole story which would take many pages more than I've had time to write, and perhaps more than others have time to read. I have not discussed some specific topics such as Aboriginal welfare, child, aged & disability carer support, legal aid and homelessness, partly for brevity and partly because others are more informed on these particular aspects of welfare support. Other contributions to the debate are more than welcome, in this and other forums. 

What is important is that we take advantage of this opportunity to create a welfare system which is just and equitable and serves our needs and aspirations for self-reliance and common wealth.

Discussion of Issues and Comments on Reference Group on Welfare Reform Interim Report: 'Participation Support for a More Equitable Society', March 2000.

General Comments 

The Reference Group's Interim report proposals do not clearly state exactly what welfare reform measures are intended, and make little assessment of the costs (especially for administration) and benefits (particularly to welfare clients and tax payers) of any of the proposed measures. Some issues are not canvassed in the interim report, but will be dealt with in the final report, which is not subject to public scrutiny and feedback.

The "Issues for Response" Questionnaire provided by the Reference Group is appalling, with loaded questions and significant attitudinal bias that insults both intelligence and ethical integrity. 

A pervasive confusion of 'means' and 'ends' to facilitate social and economic participation could confound successful welfare program reforms, especially since the labour market continues to be inadequate to support significant increases in 'economic' participation.

The unseemly haste of the welfare reform process is of serious concern, particularly the short six weeks (including Easter and school holidays) allowed for public comment on the Interim Report.

To properly read the Interim Report and all the Appendices is a full-time workload of several weeks. Few members of the public (including community organisations) have that kind of spare time (or resources), let alone the time and resources to research and prepare a cogent response. 

A prevailing ideology of "punitive determinism" continues to permeate so-called 'public policy' on the 'problem' of welfare dependency, while the people most affected by dependence on welfare have neither voice nor choice, in the absence of jobs, and adequate health, education and training. 

Political leadership in 'public debate' has been sensationally prejudicial, reactionary, or virtually non-existent. The government's current proposals to "subordinate and control" welfare recipients is counter-productive to the stated aim of increasing our self-esteem and self-reliance. 

The government's approach to the welfare reform process is secretive, divisive, inflammatory and exclusive, betraying unknown, but clearly problematic, motives. 

The "public consultation" aspect of the Welfare Reform process demonstrates contempt of the views, needs and capacities of the Australian community, especially since new 'reform' measures are regularly announced and implemented, months in advance of the Reference Group's final report.

The Appendices to the Interim Report are difficult to access, bundled into one huge .pdf file on the Website, making them inaccessible to anyone who does not have the computer capacity to handle mega-byte sized documents. It is noted that no Centrelink Newsletter to 'clients' has mentioned the Welfare Reform process, or invited client participation in the formulation of welfare reform policy.

It appears that the Reference Group is merely the scapegoat to cover (and perhaps blame) for a pre-determined and hidden government agenda, given that further (unspecified and unpublicised) welfare reform measures are a part of the coming May budget for introduction on 1 July 2000. 

This is not to say that welfare reform is not necessary, or overdue. Welfare reform is a vital issue that affects all Australians. An issue of such public importance deserves full open public debate and proper consideration of all possible practical options. 

There are reams of Green Papers and White Papers on employment and unemployment, produced by various governments gathering dust in Parliamentary Libraries, unimplemented. 

Even though voters regard unacceptably high unemployment as an important issue, neither major party has promised (or delivered) a real reduction in the numbers of people out of work, despite an amazing array of statistical acrobatics to keep the 'official' figures looking good. 

For nigh on 20 years, governments of both political persuasions have 'managed' our economy to reduce 'inflation' by maintaining high unemployment to keep wages low. This deliberate policy has greatly benefitted the greedy, and vastly increased the number of Australians that are 'needy'. 

The real costs of these narrow short-term economic benchmarks and our shrinking labour market are an economic, social and political tragedy - a burden of poverty carried by the unemployed, an increasing number of 'working poor' and all Australians, through higher suicide, divorce, illness and crime rates. Counting these human costs, we are spending more to keep the poor poor than we would if we shared the economic gains of recent decades more fairly. It is lamentable, rather than to this Government's credit, that a 'first ever' Green Paper on welfare dependency is necessary.

Causes of Welfare Dependency

"[I]n 1900 we had the highest standard of living in the world, in the mid-1960s we were fourth, in 1997 we were rated 26th ... We have achieved the distinction of the most rapid decrease of living standards in the fastest growing region of the world. 
In only a decade we accumulated $200 billion in foreign debt. 
Australia now has the lowest ratio of household savings in the developed world and an unfavourable balance of payments - mainly due to the need for servicing the resulting overseas borrowings. This amounts to $50 million per day. ... 
Our ratio of children living in poverty is second only to the US among the developed countries. [Schaetzel, 1999: 140-142] 

Constrained by limited terms of reference, the Reference Group does not address the central issue that all Australians are "dependent" on 'good governance' to provide basic services including responsible economic management to deliver adequate employment opportunities, health care, education and other essential services. Government failure in these matters is the primary cause of 'welfare dependency'.

... the persistent confusion of growth with development should be avoided. 
The hope that faster economic growth ... by itself would benefit the broad masses of poor people has not been fulfilled. ... 
The prime objective of development is to lead to self-fulfilment and creative partnership in the use of a nation's productive forces and its full human potential. [Graham, 1984]

The question is not whether or not we are a 'welfare' state, but what kind of welfare state we will be. 

The primary means of personal 'welfare' is employment by the 'labour market'. Since the labour market is regulated by government, government responsibility for labour market failure to supply employment must be addressed. The costs of this failure of good governance are spiralling: in health care costs, in community services, in policing, in gaols, and, too often, in coroner's courts.

A democratic state or national government is elected to serve a society, rather than an economy. 
A national economy is a tool to serve our society. Current government policy regards society as a tool to serve the economy. The reciprocal responsibilities that formerly existed between the 'state' & the 'economy' have now been subjugated to purely economic imperatives, driven by 'global forces'.

Contrary to our (supposed) republican aspirations, Australia has become a privatised plutarchy and a shareholder's squattocracy, rather than a democracy. A democratic commonwealth government must govern for all, not just those increasingly foreign interests that fill the party coffers at election time. 

The espoused 'rationale' of this 'economic' position was the mythical 'trickle-down effect' which has not materialised, not in Australia or elsewhere. The result everywhere is poverty. Poverty, coupled with few real opportunities to make choices to improve one's lot, causes of 'welfare dependency'. 

The kinds and levels of government assistance needed by welfare recipients to help them deal with the personal consequences of government economic policy failures are a different set of priorities, which meet our basic needs (including health, housing and essential participation costs) to increase our self-reliance opportunities, rather than proposals that enslave us to endless government prescriptions and proscriptions on every aspect of our daily lives, chained to the whim of a One-to-One Officer. 

Government "concern that there is an increasing reliance by Australians on welfare" should also be directed at improving the amount of paid work available through taxation and other measures to increase the capacity of business (especially small business) to employ more people. Initiatives to encourage self-employment are also needed as current measures are punitive and counter-productive.

Public Welfare: Government Responsibilities. 

The maintenance of conditions which will make full employment possible is an obligation owed to the people of Australia by Commonwealth and State Governments. ... Unemployment is an evil from the effects of which no class in the community and no State in the Commonwealth can hope to escape, unless concerted action is taken. 
Full Employment in Australia (White Paper, 1945)

Government has a 'monopoly' on responsibility for 'public welfare', including the regulation of the labour market and economy, and provision of education, training and health services. 

The current need to provide so much direct 'private' welfare demonstrates that the government has failed to deliver adequate public welfare. Present government public policy and programs exhibit the criteria of a "disabling state", not those of an "enabling state" [Mulgan & Wilkinson, 1992]. 

Both present and proposed welfare systems are predicated on the assumption that welfare programs will ultimately lead to full employment, which is unlikely to be the case in the next ten years. The fall-back model of a 'merry-go-round' in and out of employment at different life stages, with family or other community support filling gaps between periods of employment income, is under-developed.

The converse of a 'full employment' model is either a 'status quo' or 'lower employment' scenario, both of which involve considerable challenges to fiscal and equity considerations in both current economic thinking and assorted perceptions of historical and 'conventional' wisdoms or follies.

The current 'market' focus of government policies and programs is primarily on the quantity of 'supply' and 'demand' of goods and services, rather than the quality and equity of their distribution.

The 'conventional' dichotomy between capitalism and communism as distributive systems for social and economic goods fails to consider the balances of individual and community social autonomy and central economic control which cause distributive difficulties in both these systems of governance. 

Both political ideologies are predicated on family income units for consumption purposes and on centralised and (increasingly) large corporate business organisations to generate production, while distribution is determined by various combinations of family, market and government mechanisms, some more regulated than others. Both ideologies are usually practiced as oligarchies or plutocracies. Neither is immune to corruption and both are underpinned (undermined) by extensive black markets. Capitalism and communism are equally problematic while they rely entirely on centralism.

Centralised political economy is inevitably a form of ego-nomy, rather than eco-nomy. The current fad of "ego-nomic fundamentalism" externalises all social (and environmental) costs from the national accounting system as the economic world is consumed by greed for economic 'growth' at any cost ... 

Biologically, 'growth' and 'development' are brief stages of childhood, ignorant of consequences and responsibility, and dependent on the resources of mature adults to sustain them through these short-term stages to their own adulthood. Current expectations of 'economic growth' appear to be based on an infantile fixation on material gratification with a childish expectation of endless rapid expansion (a.k.a. greed). Such 'development' is for babies! Adults make long-term investments to maintain and improve the long-term common wealth of both present and future generations. 

The responsibilities of the Australian Federal Parliament to "make laws for the peace, order, and good government of the Commonwealth" (s. 51 Australian Constitution) are responsibilities to ensure that civil society, community and individual freedoms of choice and rights and responsibilities can be exercised both within and beyond the operation of economic structures. 

Since so much government funding is tied to productivity outcomes these days, perhaps we should tie Parliamentarian's pay and pension rates to the levels of poverty and unemployment generated or ameliorated by government economic policies. Mutual obligation must, after all, be mutual! 

Federal-State Responsibilities for Public Welfare

In Australia, government public welfare failure is compounded by constant 'buck-passing' of the responsibility for basic public services such as health, education and public housing between State and Federal governments and the increasing devolution of responsibility for other essential public infrastructure such as roads, adequate housing standards, and public and environmental health to under-resourced, under-skilled and under-funded local government and the community sector. 

These labyrinthian obfuscatory arrangements fail to deliver adequate basic public welfare and increase the need for direct individual welfare support, in both the short and long term. Basic public welfare investment is the 'commonwealth' infrastructure on which strong social capital is founded.

Funding arrangements between the federal and state governments are only a part of this problem. There is a clear need to properly delineate responsibilities for public welfare provision and to strengthen government accountability (both federal and state) for public welfare delivery. 

Health Services

Adequate and appropriate health services are of particular concern, especially since welfare recipients have much poorer health, and therefore much higher health service needs than any other 'cohort' of society, other than Aborigines and the elderly (many of whom are also welfare recipients). 

Shanahan (1999) attributes the fact that over half a million people are receiving Disability Support Pensions to a government policy of encouraging people "to shift to other benefits, such as DSP" , thus concealing the real levels of unemployment. This might be true in relation to training and education, but the medical requirements for sickness benefits and DSP remain quite strict. Shanahan does not consider the possibility that the stresses and expenses of seeking employment from a position of extreme poverty are themselves cause for illness. 

With a 'health' system in crisis, long public hospital waiting lists and the unaffordability of dental and other health services not covered by Medicare or pharmaceutical benefits (some diagnostic tests, medicines, and allied therapies and services), I am not surprised that people are becoming disabled! 

Unemployment itself causes a range of psychological stresses and various forms of poverty which increasingly affect all aspects of a person's life. Since employment markets, government benefits and failing social support systems fail to answer basic subsistence and protection needs, unemployed people gradually lose self-esteem, physical and psychological well-being and eventually sense of identity, as well as the economic means to rectify our distresses. The net result is pathologies. 
In short, the current 'welfare' system is killing, maiming and crippling welfare recipients!

There is a direct correlation between poor health and poor employment prospects. Government research shows that unemployed people are significantly more likely to die or suffer serious chronic illness [Langmore & Quiggan, 1994: 15-16]. There are strong links between dental illness and other health problems, including chronic infections and increased heart disease (Brown, 1999). 

Public health failure causes private health need. Increased funding for research into chronic illness aetiologies, long-term disability, pain management and treatment for chronic illness is needed. Waiting lists for 'elective' surgery and other health services, such as public dental clinics are unacceptable, when people need basic health to sustain or regain self-reliance. 

In terms of "mutual obligation", both Federal and State governments must realise that modest spending on affordable dental care and adequate accessible health care will save us all millions in disease, despair and Disability Support Pensions. [It costs a penny to save a pound ... ]

Current welfare recipients cannot afford private health insurance. The new private health insurance system moratorium, which allows new members joining by 30 June 2000 to pay only 30 year old's rates, penalises current welfare recipients for the rest of their lives. There should be an exemption, or some other extended moratorium provision, for current Health Care Card holders so we are not penalised under the new age-based private health care system. 

Affordable Housing

Healthy human habitats are vital for a strong and sustainable labour force, both now and in the future. 

Affordable private rental housing is generally both cheap and nasty. An honest description would read: "Pokey, dank, illegal one bedroom flatette with water views (rising damp and a leaky tap!), original condition (no maintenance or insulation), exciting electrical wiring, funky (mouldy) decor, extensive wildlife (rats, cockroaches, optional possums), irresistible (noisy) neighbourhood ambience, miles from other public amenities. $120 pw + bond."

Housing costs account for around a third of benefit expenditure as well as the burgeoning rent assistance budget - an inadequate 'band-aid' to mask a real need for affordable housing. 

The "rent assistance" budget is over $1 billion per year, which, although paid to pensioners and beneficiaries, indirectly subsidises (negatively-geared, capital gains tax reduced) investors charging market rents for what is often sub-standard housing. Even with this generous gift to their landlords, many welfare recipients experience "after-housing" poverty, along with many low-income workers. 

Home ownership is at the lowest level since the 1960s. Public housing waiting lists are a decade long in some areas, and both housing stress and homelessness increase. Single people & single parents are particularly vulnerable and nearly half of welfare recipients experience "housing stress", or a roof, but dire poverty under it. Housing stress can severely limit the capacity of welfare recipients to engage in participation activities, due to inadequate financial and/or domestic resources. 

Widespread housing stress is a consequence of State and Federal government tax and economic policies, public housing 'cost-cutting' and rising private housing prices over the past few decades. 

Current taxation policies support private sector debt to provide public housing, promote speculation on property values and then underwrite the costs and losses! Tax policies on 'negative gearing' and other concessions for property 'indebtors' do not serve the public interest, as both government and tenants underwrite the private interest of the 'investor's' loan costs. 

This isn't free market 'capital', it's 'business welfare': hidden, unaccountable and obligation-free money for borrowed jam! If it is 'uneconomic' to borrow funds for property investment without negative gearing, then it is uneconomic full stop and both the bank's and the investor's funds are better utilised in some more clearly 'profitable' investment (like mortgage funds?).

Those who complain about 'government handouts' should remember that over a third of benefits (in addition to a billion dollars of rent assistance) go straight into private landlord's pockets, providing them with at least $5 billion per year to help to maintain (or inflate) property and rental values! 

Centrelink Service Delivery

As well as the indignity of unemployment, marital breakdown, sickness or disability, welfare 'recipients' must also do battle with a Monty Pythonesque system of 'red tape', frequent arbitrary unpublicized changes to eligibility criteria and under-trained, over-worked and sometimes prejudiced bureaucrats to receive their pitiful 'benefits'. The accuracy of Centrelink advice and the quality of service delivery is extremely variable, often through no fault of individual Centrelink officers. 

The additional 'participation' obligations and 'monitoring' responsibilities proposed under increased 'mutual obligation' requirements are likely to be a costly and onerous administrative nightmare. 'One-to-One' assistance might aim to provide recipients with access to adequate support services, but existing support services are already over-stretched and might not be able to cope with extra demand if they are not adequately funded (a primary cause of welfare dependency in the first place!) . 

It is of particular concern that overworked Centrelink staff have lost the opportunity for training and learning the new rules they must administer that the hitherto Wednesday afternoon service closure allowed them. "Customer service" focus is a fine principle, but Centrelink staff must be adequately trained to deliver that service, or they will fail at the counter. 

The costs to both government and recipients of poor and incorrect advice from Centrelink staff can be horrendous and government must ensure that counter staff are adequately trained and resourced to serve their 'clients', even if it means reducing public contact hours in some way. Since Wednesday afternoon closure is a problematic withdrawal of service, government could consider changing opening hours to 9.30 or 10 am (with an emergency phone service operating till then) so that staff are adequately trained to provide good service and correct advice when the doors open to clients at 10. 

Education and Training 

The costs to individuals of post-school education and training are spiralling. The fact that our young (and not so young) people must struggle and go hungry to get their precious qualifications and then start their working lives crippled by HECS and Austudy debts is appalling. This on-going debt burden mitigates against family formation, parenting and home purchase and the government's decision to bring the income level at which HECS must be repaid to around $21,000 actually consigns many people to continuing 'working' poverty. 

Poverty , Social Crisis and Crime

The indirect costs of poverty are externalised by the Federal 'welfare' system and the States and community support organisations are finding it increasingly difficult to respond to the burgeoning costs of those externalised needs. 

Informal support systems provided by voluntary community organisations, families and other 'intentional' communities and networks are also struggling to adequately respond to the increasing levels of unanswered basic needs. 

Although the majority of unemployed and poverty-stricken people somehow maintain a respect for the property of others which precludes resorting to crime to feed themselves and their children, some cannot or will not and there is a strong link between poverty and criminal activity. 

Incarceration rates are increasing and our gaols are full and overflowing at a cost to the taxpayer of around $50,000 per prisoner per year, which is five times the cost of current benefits per person, or four times the cost of reasonable benefits. Crime related to drug and alcohol dependence, both psychological problems arising from unmet basic needs, continues to increase due to the lack of opportunities to meet those needs and insufficient public support facilities. 

Divorce, domestic violence and child abuse are spread throughout the social spectrum, but with higher visible concentrations among the economically under-privileged. Government, non-government and community services are also unable to respond to increasing demand, with the number of children in need of foster care rising from 6,000 to over 14,000 in the last five years. 

The provision of social services for family crisis support is woefully inadequate, ultimately adding to the costs of medical, psychological, coronial and judicial services. 

Taxation Policy

Taxation policy, the primary source of revenue for public welfare spending, is also an instrument of public welfare, providing concessions and deductions for various expenses incurred in earning one's livelihood. Current tax provisions disadvantage welfare recipients and act as financial disincentives to economic participation. The GST tax concessions have limited value on very low incomes and the 4% benefit compensation will not meet increased post-GST living costs in excess of 6%. 

The additional costs of proposed 'participation' obligations will add extreme pressure to the limited financial resources of individual 'poverty economies', even if tax policy is extended to allow the deduction of 'required' participation expenses against any taxable income we may earn. 

Employment Policy

In September 1999, 33,000 job vacancies were advertised in Australia and 670,000 people received unemployment benefit, which is one job for every 20 people. The jobs will be filled but alot of people will still be unemployed, not counting those in training or education, supporting parents, the sick and disabled and discouraged job-seekers who are privately supported. 

The government may boast that more people are employed than ever before, but there are more people than ever before. Absolute numbers and proportional statistics are not comparable. 

Female workforce participation has increased, although more women are employed part-time than men, partly to accommodate parenting needs and partly because there is not enough full-time work available. The 'wage restraint' of the past decade, combined with high inflation in the 1980s, has significantly changed the level of income required to adequately support a family. Except in high income brackets, it is now economically necessary for both parents to work in order to be able to afford the housing, education and living standards that one income could provide 30 years ago.

Youth unemployment remains high, and there are limited work opportunities for young people with practical rather than academic potential, even with new apprenticeship schemes. Income support provisions for young people are now based on an expectation of parental support to the age of 25 and youth wages and education and training allowances are correspondingly low. 

Widespread retrenchment of workers from large companies, particularly in the manufacturing and service sectors, has resulted in an increasing pool of skilled and experienced 'mature' workers whose re-employment prospects are reduced by a market preference for younger employees. Both young people (lacking skills) and 'mature' (over 40) people (skilled, but lacking youth!) are particularly vulnerable to long-term unemployment. 

The extensive impact of illegal 'cash' work (with no insurance, workers' comp, or tax revenue) on the employment market is underestimated and inadequately monitored. Cash work practices that exploit illegal immigrants and overseas travellers also reduce work opportunities for Australians. Broad measures which encourage legitimate employment over dodgy cash deals are also needed.

Big business investment does not necessarily generate 'more' employment, when considered on an investment dollar per job basis, since large projects are often equipment, resource and capital stock, rather than labour, intensive. Labour intensive industries tend to be smaller, more localised and more sensitive to market demand. Yet the indirect costs of labour are excessive, with indirect costs between 50 and 80% of direct wage payments to employees.

The global trend towards siting manufacturing activities in low-wage countries and continuing depressed primary commodity prices leave little scope for traditional industries in these sectors, although there are significant opportunities for developing niche markets and sunrise industries. 

Many large companies are moving manufacturing activities offshore and attempting to improve 'efficiency' with less (increasingly overworked) staff, rather than employing more people. 

Reforms in industrial relations have placed many workers in the invidious position of having to contribute many hours of unpaid over-time to keep their jobs. The economic 'efficiency' of this is questionable, as the 'costs' of this sacrifice are 'externalised' to the private lives of workers and do not appear in the business balance sheets, although ultimately the public sector, through the health system and divorce courts, will inherit the social costs of this immoral exploitation.

Australia has nearly a million small businesses (employing less than 100 people). There is scope for expansion of employment in this sector, although many smaller businesses are hampered by high employment costs (worker's compensation, insurances et cetera) and current taxation arrangements.

Current government policies could be more supportive of small business enterprises, which have immense potential to provide more legitimate employment. The potential of 'micro-business' should also be considered in formulating both small business and welfare policy. 

Business Participation Responsibilities

Business responsibility for providing safe, productive and fairly paid work must also be addressed by both business and government. The obligations and commitments of an employment contract must be mutually fulfilled or the contract is breached and employment becomes exploitation. 

It is a legally and morally bankrupt nation in which employers can walk away with their workers' entitlements and be protected from prosecution by the Prime Minister. 

What will the government do about businesses that fail to honour their 'mutual obligation' to employees?

The broader question of 'business welfare' must also be addressed. 

Much as government has a role in encouraging business activities for the public good, such funding and support activities must be open and accountable to serve larger public goals, rather than merely feathering the electoral nests of politicians and their mates at the public's expense. 

Business dependency on government welfare extends increasingly to employment training, which is essential to business and employees, yet costly and cumbersome for government to deliver. The family, government and the community are increasingly paying for these costs of labour-force entry, while many businesses simply demand more skills and higher standards. 

Yet our labour force must be enabled to meet the needs of a dynamic employment market, for both existing and future trends. The interaction of government and business investment and planning in employment training (both industry-wide and for workplace specific skills) needs improvement and affordable options and pathways for individuals receiving welfare to access appropriate training, accreditation and employment are also needed. 

Community Welfare: Participation or Paternalism?

Using economic rationalism as a policy framework 
can promote the exploitation of the social capital, but destroy the underlying social wealth upon which such exploitation ultimately depends. 
In this sense it represents a threat to economic and social progress. [O'Hara, 1997: 75]

Markets cannot operate efficiently or effectively when they are disembedded from the social and communal wealth upon which they are based. The fabric of social capital is shared rather than individualistic, co-operative rather than competitive in nature, and networks of complex qualitative relationships rather than simple quantitative value exchanges.

Economic theory has difficulty dealing with notions of collectivism because of its explicit individualistic framework. [Saunders, 1992: 60]

The government's enlisting of the community sector to provide basic private welfare needs is an obfuscation of government responsibility for public welfare. Like the family, the community sector is more motivated by co-operative altruism than competitive self-interest. However the government risks social collapse if it continues to 'wash it's hands' of public welfare responsibility, even if it pays the community sector thirty pieces of silver to quietly deal with the public distress.

It is ironic, after all the competitive market hype of the eighties and nineties, that the government is now reliant on the co-operation of the temple keepers to rectify the failures of the money-changers. 

There is a risk that turning the temple keepers into money-changers could crucify the poor, if overly prescribed, punitively formulated and poorly administered, yet arrangements that enable communities to find local solutions, strengthen opportunities and expand local economies, if supported by government policies and adequate public welfare and community program support and/or funding, could lead to remarkable recoveries of community self-reliance. 

The Interim Report is riddled with 'double-speak' that belies a fundamental confusion of intent. 
One the one hand, the necessity for welfare reform is a shameful confession that market-driven economic growth has failed to deliver equitable distribution of economic benefits. The trickle-down effect is not working, because the 'market' is based entirely on self-interest with no altruistic intent.

We end up with an apparent paradox: that some type of central state responsibility, control and provision is a necessary prerequisite for the redistributive policies which are in turn preconditions for basic individual needs to be met in practice. 
However, in principle, the human need for liberation and the societal need for political authority are in no way incompatible. 
The question is not whether or not there should be a state. It is what sort of state it should be, and how it could meet the needs and rights of those it should serve rather than dominate. [Doyal & Gough, 1986: 78]

The role of government is to mediate between the people and the market to ensure that both social and economic goals are met. Good government is in the business of serving public welfare. 

However, much of the Interim Report is laced with assumptions that we must be "activated" and "encouraged" to seek social and economic participation, belying an immense lack of trust in the 'public' to act towards our own good. This 'blame the victim' attitude is misplaced when both the economic and the social 'markets' are inadequate to accommodate us all. 

The question is: are community based welfare services a viable alternative to "the state, the market, the Church and the family" or merely "acceptable rhetoric" with which to clothe a "con trick"? [Ife, 1997: 136] The answer is probably both. 

Voluntary community activity has a role in recovering Australian society from government welfare dependency, but cannot be expected to replace government responsibility for public welfare services.

As an additional tool of welfare provision, or even as a focal mechanism of community-based self-reliance generation, community based welfare creation has potential to lead us from the undeniable horrors of systemic deep poverty and consequent social unrest. 

Between them, the respective roles of federal, state and local government and business, community and individuals in welfare provision must collectively 'cover all bases' without unnecessarily overlapping and duplicating services, or risking too many 'holes' or 'gaps' in the 'safety net', particularly for the least 'popular' of our disadvantaged people. 

Individual Representation

The Reference Group on Welfare Reform is entirely constituted from "the community sector, business, academia and government", all of whom have their own agendas, but there is no direct representation of unemployed people, pensioners, disabled people, supporting parents and so on, whose needs and aspirations are therefore excluded or presumed. 

I am pleased to read the 'social coalition' rhetoric in the Reference Group's report now includes "individuals", but express concern that the rhetoric might not be translated into reality.

Permission to make individual submissions is one thing, but unlike 'the community sector, business, academia and government', we do not have the economic and other resources to participate fully in the formation of the policies that will govern our daily lives, even if we have the skills and education. 

Having been a public servant in Canberra, I can appreciate the complexities of policy making, particularly the fiscal restraints imposed on policy-makers and the vagaries of 'political will'. 

In consequence, I am very aware that there can be a vast difference between a good idea on paper and what happens when it is put into practice, especially with inadequate funding. Although the need to demonstrate accountability for funds is important, excessive focus on immediate financial returns or savings can be counter-productive to the realisation of intended policy goals. 

In addition, the question of who determines the success or otherwise of government policies and programs and how such success or failure is determined is also problematic. 

Centrelink collects immensely detailed information about individuals, yet asides of the occasional survey, there are few avenues of direct client feedback to Centrelink. The Centrelink feedback pamphlet is only marginally useful, since it 'decontextualises' an 'issue' from the individual circumstance. The case studies cited in the Interim Report exhibit some variety and complexity, but do not demonstrate feasibility to meet the needs of all disadvantaged clients without great cost to provide support services, and still assume that adequate employment will be available. 

Excessive reliance on 'modelling' to develop social policies and programs reduces individuals to lowest common denominator cohorts, resulting in programs designed for those with standard 'cohort' profiles, but not the various situations of the people these cohorts and profiles represent. 

Individually, through no 'fault' of their own, government advisers are systematically cushioned and protected from the outcomes of their decisions. They work and live in Canberra, a mountain-ringed citadel city so culturally distinct from the rest of Australia as to be almost a foreign country. 

Far from the heart and the beating pulses of the nation, government policy advisers rarely see poverty and hardship, as they drive from their nice middle class homes in Belconnen to their ivory offices in Barton to their weekender down the coast or bush hobby farm. It's a nice life, and there is nothing wrong with that, except that the people living it fail to see (let alone understand) the lives of those not so privileged, in Bankstown or Boggabri, whose days, ways and 'welfare' they control. 

The net result of this lack of knowledge and consideration of individual needs is that social policy is unable to deliver program services appropriate to people's real needs, since policy makers do not 'know' the real circumstances of the individuals these programs are designed to serve.

The 'big picture' must be constituted from the minutiae it contains, or it is merely an illusion. 

Make no mistake, our very lives are in your hands ... 

Livelihood: a means of existence; sustenance.
Independent: not dependent; not subject to the control of others; free; self-supporting.
[Irvine, 1974: 594, 510]

Poverty and Individual Welfare

"Poverty is an honour and a sombre one at that " said Sabatini. 

But what honour rests in poverty? 

"I am warm, well fed, upright, and moving forward. Success!" [Unknown, SCU Library, 1999] 

Many welfare recipients cannot boast even this small basic definition of 'success'. Pension and benefit rates are already below any reasonable poverty line. The Henderson poverty line (56.5% of AWE) was derived in the 1960s on the basis of a 'standard' family of four and is not necessarily an appropriate measure of the living costs of predominantly single welfare recipients in the year 2000. 

Pension and benefit levels have been indexed to the Consumer Price Index in the past decade on the grounds that putative disposable income is a better measure of living standards. After a decade of wage restraint, the bench-marking of single pension rates to 25% of average weekly earning in 1999, rather than the CPI, in combination with the introduction of the GST, will effectively reduce pension and benefit values by somewhere between 5% and 12%, given that the CPI will hit double figures by the end of 2000, while AWE are unlikely to increase by more than 2 or 3%. 

Neither AWE nor the CPI reflect the specific real living costs of single low income earners in rental housing, since the principle of a 'living wage' has been abandoned and, like the Henderson poverty line, the CPI 'shopping basket' is based on an 'average' family of four. 

Single people (including single parents) face higher housing costs per income unit and the incidence of "housing stress" among single welfare recipients is already unacceptable. 

Unless housing costs are less than 25% of income or other income is available, a maximum benefit allowance is constrained to (and rarely meets) basic living costs: housing, food, utilities, transport, communications and health care. The prices of movies, new whitegoods and new cars are irrelevant to us. Tax cuts pass over our heads and eat into any extra income we receive. Even with good health and a positive attitude, we are challenged by the necessity of extreme fiscal restraint to meet basic living needs, let alone the costs of social and economic participation.

The majority of our essential living costs will increase by much more than 4% with the introduction of the GST, particularly for housing, utilities, transport and communications, all of which will rise by at least 5%. Food costs, although nominally GST-free, will increase to some extent (between 4% & 6%) due to higher delivery and service costs and represent only 20-25 % of our weekly expenses. 

Any further erosion of benefit levels through this welfare reform process will result in widespread deprivation, increased poverty and attendant medical, psychological and social disorders and costs. 

Family Economics & Income Distribution

Edgar (1992) discusses the role of the family in the broader social context. 

The 'traditional' family of four ostensibly relied on a single 'breadwinner', but that model no longer works (except for high income earners) with increasing material consumption and the demise of domestic micro-business production. Our current economic context and material expectations now require two incomes to maintain a family and a mortgage and a 'reasonable' standard of living. 

For single people, it is virtually impossible to obtain home ownership, or even a reasonable living standard in rental housing, without a higher than average income. Single parents rely (almost) entirely on one 'breadwinning' adult, and many need further welfare support for their children. 

The Social Security Act is exempt from the Sexual Discrimination Act and relies on the 'traditional' family model in determining the level and distribution of welfare allowances among family members.

The Social Security Act is exempt from the Sexual Discrimination Act and benefit payments are predicated on an assumption of sexual/economic dependence which effectively 'taxes' recipients in marital or de facto relationships 20% of the benefit paid to single people. It is unclear what social purpose this serves other than to make stable long-term relationships financially unviable.

Single parents and beneficiaries are subject to a reverse 'onus of proof' about domestic relationships. We are regarded as 'guilty' of sexual relationships (and economic dependence) with any person of the opposite gender who shares our roof unless or until we can prove our innocence. The normal two year qualifying period for establishing a 'de facto' marriage is reduced to six weeks for welfare recipients. Income and assets tests are then applied to the 'spouse' or 'partner'. Differential rates for people living alone, sharing and co-habiting is a form of social control which subjects 'normal' healthy social choices to strict economic penalties. 

These provisions penalise families with reduced per capita allowances by presuming an equal income distribution among family members, that may not be the case (for practical &/or cultural reasons). Edgar (1992) points out the family system "results in a duality of joint benefits and unequal rewards". 

Family co-operation has traditionally involved two main tasks: income-generation and care. 
The assumption that income and care are shared equally among family members is increasingly false. The 'social interdependence' and 'moral obligation' of "care" may or may not extend to obligations of economic interdependence, depending on the kind of family and the broader social and economic context in which the family is situated.

This brings us to the central dichotomy of our time. Market economics is based on the assumption that we make all our economic choices on the basis of pure "self-interest", whereas social and family choices include an element of "altruism", the difference between competition and co-operation. 

Family and social economic decisions do not necessarily obey the commands of market rules. 
In economic terms, families are the last bastion of communism (the reds are indeed under the bed!), and government policy has systematically destroyed families for the past two decades with lower wages and higher costs so that both partners must work to maintain a basic living standard. 

This failure of government economic and social policies not only destroys families, but also makes it extremely difficult for single people to attain and maintain a basic standard of living, let alone to form families themselves. The net result is that over 30% of the adult Australian population is single, whereas the natural level of singularity in a healthy human society is around 10%. 

The nature of family life and the nature of the civil society in which it is embedded depend upon but also contribute to the balance between state and free market coordination of social structures. Social policies should have as their central objective the maintenance and improvement of family wellbeing. [Edgar, 1992]

The government's planned H.I.L.D.A. survey [see Appendix II] is noted in this context, although findings from this research will not be available for some time.

Current categorical program criteria are inadequate to meet all life stage needs and to deal with transitional circumstances, even though initiatives such as the new crisis payment are laudable. 

The Interim's Report's comment that "The new Life Events model being developed by Centrelink will ensure that people no longer need to know what payment or service they may be eligible for" demonstrates an Orwellian attitude that disempowers people (since one cannot know what assistance might be available) and relies too heavily on the competence and goodwill of customer service officers. Any new broader system of welfare delivery must be transparent and accountable. 

Children and Young People

Welfare programs must be sufficiently flexible to recognise and support the particular needs in different life stages and adequately provide for transitional periods, which can be quite costly. 

The raising of children is both a personal choice and a 'contribution' to social capital. Parents invest in the 'human futures market' and the family is the bedrock of social participation. However, it is not the responsibility of the family to be the provider of the skills needed for economic participation. 

Current youth allowance parental income and assets tests extend far beyond the existing legal responsibility of parents for the welfare of their children. The discrepancies between existing age-related allowances (based on economic 'adulthood' at 21), legal responsibility until age 16 or 18 and the application of full parental economic responsibility until age 25 for youth allowance purposes is indicative of a rift between the legal and perceived moral obligations of parents in government policy formulation, which perhaps should be brought into line with broader community expectations.

Presently, young people are suffering because no one is certain how to deal with a changing labour market that requires educated trained adults rather than young people willing to learn and no one is clear as to who should be morally (and legally) responsible for that education and training.

Government support for children and young people must recognise the social capital returns on realising the productive economic potential of our future society. Inter-generational poverty is of major concern, as these children face enormous disadvantages. 

Another critical factor is the cost and availability of childcare, requiring adequate government support of both parental and other care.

The Dickensian situation of young students away from home risking their health and academic performance trying to survive and learn on Austudy is counter-productive to achieving the full potential of our youth and to gaining a full return on the investment in human and social capital that the government makes in their education. 

Our children and youth are the 'human futures market'. Poor investment in them will return poor future dividends when we need them to support our old age. 

Enabling Individual Participation

The distinguishing principles of an 'enabling state' are:

first, that the state remains an indispensable source of social solutions and meeter of needs; second that the state can rarely define needs well on its own, but that this must always be an active and reciprocal process which those who have needs; and 
third that the state is better as an enabler than as an operator or provider in its own right, so that wherever possible the means of delivery too should be organized in as reciprocal, responsive and open manner as possible. [Mulgan & Wilkinson, 1992: 347]

Dreze and Sen (1991) point out that living standards in rich economies improve, not because of simple economic growth, but because governments invest economic wealth to develop public support systems in health, employment and education. These governments also invest in "promoting economic growth through skillful planning" and "facilitating widespread participation in economic expansion, particularly through ....the maintenance of full employment; and ... extensive public provisioning of basic necessities." [Dreze and Sen, 1991: 22, 24]

In order for people to become more self-reliant as individuals and communities, we need access to four kinds of capital assets, in addition to our basic subsistence needs: " ... land and other natural resources to work on, tools to work with, skills to know how, and organization to increase productivity ... The essence of enablement is in the facilitation of self-help, the empowering of people currently unable to meet their needs from their own resources progressively to be able to do so." [Mulgan & Wilkinson, 1992: 353]

School leavers have particular problems accessing adequate and appropriate further education and employment choices, and the Interim Report deals with this aspect in some detail. But there are many older people with a range of working and community experiences that are not regarded highly in the new 'accredited' labour market. The Interim Report devalues these skills in recommending retraining for virtually everyone regardless of their skills base and aspirations. 

Has the government ever done a 'skills audit' of the people currently receiving welfare? 

Some system of 'skills auditing' is needed to recognise and value skills gained prior to accreditation, in the community and social sectors and through individual autodidactic learning initiatives, particularly for 'mature' workers who, on a resume scan, are 'over-qualified', but, on the other hand, lack recent formal employment experience (or certification) to support their demonstrated capabilities.

Livelihood: a means of existence; sustenance.
Independent: not dependent; not subject to the control of others; free; self-supporting.
[Irvine, 1974: 594, 510]

Recognising Forms of Participation

"is social integration in the form of 'consensus' and stable identity merely the product of system integration (successful coordination), or is it rather that the coherence and functional integrity of 'the system' (the coordinating structures, and the state) are grounded in identity, civil society, community, and everyday culture(s)? [Pusey, 1991: 18]

Perhaps our economy and labour market mismatch might be partially solved by stimulating activity in businesses that rely and build on existing labour force skills, rather than retraining almost everyone into entirely different fields to meet the unpredictable needs of some modelled future labour market.

Because mutual obligation activity test criteria are prescriptive rather than descriptive, they exclude many self initiated, informal and other forms of community service, skills maintenance or enhancement and self-reliance generating activities. Strict prescriptive 'participation' could further undermine informal individual and community based social capital generating activities as well as personal initiative, self-esteem and community spirit. These are the very qualities that 'mutual obligation' supposedly encourages, but in fact risks proscribing.

As an example, a Centrelink officer recently informed me that "if we catch you doing any voluntary work, we will cut off your benefits" (sickness allowance/Newstart). The voluntary work in question involved a monthly meeting of perhaps 3 hours with preliminary reading and networking for each meeting, totalling maybe 10 hours a month, almost exclusively outside normal business hours.

This participation would build on my academic, work and life interests and allow me to make a contribution to my community and extend my network of contacts for future employment prospects without risking unacceptable exacerbation of health problems and consequent incapacity for work. 

Since this is not an "approved activity", I am (apparently) proscribed from participation! What kind of 'participation support' system proscribes any participation activity that is not 'approved', 24 hours a day and seven days a week? Such 'social control' borders on 'deprivation of liberty'. 

Have you ever counted up all the effort we put into self improvement, maintaining our resources, formal and informal community work, education, training and job search activities each fortnight? Not just what we write on the forms, but the rest of our days and the myriad of ways we find to make ends meet and try to improve our lots in life. Judging from the expense headings provided on the Centrelink advance/loan form, probably not, but the costs of participation are discussed later. 

The Interim Report acknowledges that (some of) these informal participation activities should be recognised for 'mutual obligation' purposes, although this reduces individual participative initiative to a government directed 'obligation' which is not conducive to a sense of individual self-determination.

Although economic and social participation are worthy goals, individual pathways to achieving these outcomes are many and varied. For example, formal study to increase one's knowledge and skills requires private study space and time for reading texts and writing essays. 

The need to maintain a 'working wardrobe' on an low budget requires time (and money) to visit op-shops or to make or mend clothing. Some welfare recipients invest time and resources into growing their own food to save on food money. Others do their own car maintenance to maintain travel affordability and flexibility. 

These activities are neither 'economic' nor 'social' in the senses that those terms are used in the Interim Report or in the current requirements of 'activity agreements'. These and other relevant 'private' initiatives are critical to maintaining self-reliance and self-esteem, and should be recognised as forms of, or in some cases pre-requisites to, social and economic participation. 

Mutual Obligation

In concrete terms, the concept of reciprocal obligation implies some form of job guarantee. [Langmore &Quiggan, 1994: 160]. 

Wage subsidy schemes are expensive to administer and do not lead to long-term employment (revolving door) even if participants gain a few months work experience and income. 

Training and retraining keeps us off the streets, but when we already have skills, it is merely a mind-numbing and expensive form of occupational therapy. 

The NEIS program, intended to train and support beneficiaries who wish to start their own business, has always had limited funding and has had mixed success. The scheme requires participants to undertake business training and to prepare a Business Plan for a particular proposal. Successful applicants receive almost unconditional benefit assistance, but must be prepared to take on substantial personal debt to be accepted into the program (risking bankruptcy if their venture fails). 

Direct job creation programs have been successful and the most cost-effective in the past, but: 

The aversion of many policy-makers to public job creation schemes is ... part of the belief that government can and should take no serious action to reduce unemployment, other than by permitting the market to drive wages down. It is closely related to the belief that only private sector jobs are 'real' jobs and that the market is the only test of value. 
[Langmore & Quiggan, 1994: 165]

The present case management system already requires welfare recipients to engage in activities far beyond the 'obligation' of 'doing something in return for their welfare allowance', which is barely two days' pay even at 'minimum basic wage' rates, let alone on the basis of AWE. Increased 'mutual obligation' requirements incur high costs (see Costs of Social and Economic Participation below).

Although the 'principle' of mutual obligation has some merit, there are practical and ethical limits to it's application. The practice of 'mutual obligation' should be legally based on commensurate values for any exchange of allowance for participation in 'approved activities'. 

Any imposed 'obligation' beyond two working days sets a 'slave wage' precedent that undermines self-determination and infringes human rights. Such 'punitive' measures are counter-productive to self-reliance, unless you want self-reliant criminals and corpses. Job search obligations based on 'full-time' employment may not be appropriate or deliverable in a constrained labour market unlikely to provide 'full employment' for a decade. Measures to support job search efforts beyond the 'mutual obligation' of two days of 'work for the dole' should 'encourage' rather than 'require' such efforts. 

One-to-One Management

The proposed 'one-to-one' Centrelink interfacing has many merits and some potential disadvantages requiring safeguards, such as access to appeal, complaint and/or mediation mechanisms. As with the current 'case management' arrangements, such one-to-one arrangements can be exploitative and/or disempowering, due to abuse of position, personal prejudices or simply 'not getting on', even with mutual goodwill. There are also questions of confidentiality, especially in small communities. 

At the practical administrative level, one-to-one client service will be more costly and labour intensive, creating employment for Centrelink staff, but not necessarily for their clients.

The greatest risk of this measure is that it reduces an individual's sense of self-determination, by making their every decision subject to the approval of their One to One Service Officer. 

This level of quasi-parental control is otherwise only extant when a person is deemed incapable of managing their own affairs by virtue of physical or psychological incapacity, because they are in gaol, or, historically, because they were slaves. Failure to meet 'mutual obligation' requirements results in dire financial hardship with a 'penalty' loss of 18% of one's allowance for 26 weeks. 

Both the labour market and the community sector are insufficient safety nets for the majority of people cut off from government welfare assistance. Even in purely economic terms, it is less costly to provide welfare assistance than the $50,000 a year it costs the States to put people in gaol. 

Saddest of all, the so-called "recalcitrant" unemployed are invariably those who suffer the most impediments to labour force re-entry. Removal of some or all of these impediments through the provision of adequate health and education services and, most importantly, increasing employment and other income-generation opportunities will be more effective than punitive measures. 

Employment Services

The new employment services which replaced the CES in 1998 have 'privatised' job vacancies and staff selection, so that fewer jobs are advertised in the public media, while others are only available through these brokerage agencies. Since these agencies are neither government services nor actual businesses, they have little accountability, especially not to their job seeking 'clients', which raises questions of equity as well as efficiency. 

Le Grand (1990) notes that these services are "quasi-markets", which replace "monolithic state providers with competitive independent ones" in "an attempt to privatise the provision of welfare whilst at the same time maintaining government responsibility for the finance of welfare" (Saunders, 1992: 63). Dean (1997) comments that this system "rescinds the notion of a contract between Government and the unemployed and replaces it with the myriad of contracts that will constitute the market in employment placement services: between the Department and private case-managers and service providers, and between the unemployed and the service provider" [p. 89]

The 'welfare' provided by these employment services is work in real jobs. Since the supply of real jobs is limited, the net effect of this privatisation of former CES services is duplication of services, most of which would not survive in an openly competitive market system. "Choice without competition offers no guarantee of improved efficiency; competition without choice will lead to service duplication and a less, not more, efficient use of resources." [Saunders, 1992: 64]. 

By far the most common way of finding employment is by word of mouth and personal contacts and the costs of these private informal job search activities are borne entirely by the job seeker. 

Costs of Social and Economic Participation

Current benefit levels are barely sufficient to cover basic subsistence costs, let alone the costs of participation in social and economic activities. 

The employment market entry 'price' for welfare recipients includes: good health, useful skills, access to advertising media, transport and communications to apply for jobs, employment references to testify one's capabilities, photocopies of resumes and educational qualifications, appropriate presentation and relevant work clothing and tools, carer responsibilities, management of disabilities, special diets and other health needs and access to community and other social support networks.

The direct costs of employment seeking and job preparation activities are not regarded as "expenses incurred" in relation to "employment" or "self-employment" for taxation or Centrelink income test purposes, yet are a very real drain on limited welfare incomes. The transition to full-time work and the maintenance of part-time and casual employment participation both have financial costs which can be crippling, especially when income must be declared, sometimes long before payment is received.

Job preparation activities for those long out of the workforce are often more costly, particularly for skills training and acquiring the resources (presentable work clothes, transport, documentation and communications) necessary to successfully apply for work is difficult on a subsistence budget.

There is a strong argument for increasing benefit levels by at least the $20 a fortnight allowed to 'work for the dole' participants to account for the costs of participation in economic and social participation activities that foster self-esteem and skills development as well as social and economic networks and self-reliance opportunities. Otherwise, additional 'mutual obligation' requirements will be a cruel imposition of increased hardship on those least able to afford such outlays. 

How any increased incentives and new forms of targeted assistance will operate is unclear. The Interim Report does canvass the possibility of a broader 'participation supplement' among other possibilities, some of which are poorly explained (In-work benefits in particular). 

Government could consider allowing receipted reasonable 'expenses of seeking employment' as either a deduction against any work income or as 'participation allowance' (to say $20 a week) in determining benefit levels for those subject to participation obligations, with appropriate admin and accountancy processes. It might be more economic to simply increase benefit levels. 

In fact, given that receipt of welfare allowances is increasingly contingent on meeting a multitude of obligations, it is rapidly becoming a form of employment contract. Centrelink will only 'pay' us if we do this particular 'work' to the satisfaction of Centrelink or it's agents. 

Consequently, it could be argued that 'expenses incurred' meeting mutual obligation requirements are allowable 'expenses incurred' in the course of 'employment' under section 51 of the Tax Act.

Alternatively, the government could increase the tax-free threshold ($6000 after the GST tax cuts) to the current individual poverty line (around $10,000 to $12,000) or at least reduce the intervening basic tax rate to 10%. After the GST, we pay more tax since our entire income is spent each fortnight on basic goods and services and it is thus both a matter of fairness and equity and an economic participation incentive to remove these fiscal disincentives to our increased self-reliance. 

Not to mention Mr Howard's "promise" that no-one would be worse off because of the GST. It would be a great shame if the people who are worse off were the ones who could least afford it.


Economic Disincentives to Participation

Employment Income, Welfare and Taxation 

The Reference Group and recent government announcements make a minuscule effort to reduce these gigantic disincentives which will have little effect in reducing welfare dependency.

This might be because the Interim Report dismisses the real, actual, 'disincentive' experiences of recipients in favour of "theoretical calculations based on a perfect understanding of the impact of all influences on workforce incentives" [page 38 referring to the inaccessible Appendix 4, which I would love to see, since I could use some "perfect understanding" to come to terms with what actually happens when I earn any income! This "perfect understanding" might also help the Centrelink staff who are insufficiently trained to properly calculate allowance reduction for employment income.]

On the one hand, government has a fiscal responsibility to reduce outlays for welfare and, on the other hand, those caught in welfare dependency face high costs in returning to economic self-reliance through employment and other livelihood generating activities.

The different treatment of pensions and benefits is discriminatory, complicated and discourages beneficiaries from part-time and casual economic participation. 

The difference between benefits and pensions is at least $20 a week for a single adult and more for couples and various other family groupings. Benefits and pensions also have different allowable income criteria and pensioners receive other forms of assistance that people on benefits do not. Benefits were initially intended as short-term payments for short-term welfare needs, back in the days a decade or so ago when the average time people were unemployed was only about six weeks. Nowadays it's more than six months. Pension rates try to recognise longer term costs of living. 

At present, benefits are cut off when an individual has a gross earnings income of $278 pw, or just under 38% of AWE (AWE @$733 per week before tax). Individual pensioners can earn up to $428 per week, or 58% of AWE (roughly the original Henderson poverty line for a family) before their pensions are cut off. An intermediate income test for Mature Age Allowance and Newstart recipients over 60, allows for income up to $298 per week (nearly 41% of AWE) before benefits are cut off. 

The situation of couples and families is more complex, but the differential treatment of benefits and pensions remains the same. A pensioner couple together can earn up to 100% of AWE before their pension is cut off, while a pair of beneficiaries may earn 70% of AWE.

In all cases, all employment income also attracts 20% income tax, creating very High Effective Tax Rates for those who gain part-time or casual employment. Counting tax, the return on a beneficiary's investment in an extra 10 hours of work @$10 an hour beyond 18 hours already worked is $10. The costs of that ten hours work may in fact exceed the $1 an hour of 'income' gained. Some incentive! 

Compensation measures under the new tax system will increase the benefit income test 'free area' by 2.5% (75 cents a week!) while the rate of pension attrition will be reduced from 50 to 40 cents for each dollar earned over the 'free area' (already $40 a week).

Welfare measures to deal with these inequities could include: 

* increasing basic benefit levels to equal pension levels, to recognise the costs of participation

* increasing the 'benefit reduction-free' zone to $50 a week (same as pensions) and 

* applying a lower 40% flat reduction rate for all (after tax) earnings up to a net income of 
$240 a week (per person) (33% AWE) with a 50% rate of reduction on net earnings up to 
$300 a week (41% AWE) and a higher rate for maximum net income of $400 a week 
(a slight reduction for pensioners). 

Income tax reduction measures should also be considered as outlined above. 

These changes will realise some of the participation potential trapped in the frustration of disincentive, with secondary benefits in reduced welfare dependency over time (as people gain experience and self-esteem through their adequately rewarded participation efforts). 

Self-Employment and Micro-Business

Incentives to increase self-employment are not discussed in the Interim Report, yet this area has vast untapped potential. Government generated 'job creation' schemes have had variable success, and appear to be ideologically distasteful at this juncture. The current private enterprise 'economy' seems to be incapable of generating the levels of employment needed and could continue to contract. This leaves the individuals and the communities in which they live to deal with the 'problem'. 

There are several kinds of self-employment that are essentially discouraged through both 'job search' criteria and through the application of income and assets tests.

1. Individual endeavours to commence (or maintain) full-time self-employment 
(other than under the NEIS program which has more generous income test provisions).

2. Individual enterprises at the level of "micro-business", 
equivalent to part-time, casual or seasonal employment

3. Group, joint and community initiatives which may be ongoing or singular event projects

4. Consultancy and contract work offered to individuals on a 'self-employment' basis. 

In all these cases, because there is no clear pathway to 'full-time' employment, enterprising welfare recipients are stymied in their efforts to increase their self-reliance. 

In the case of consultancy contracts, the costs of establishing and maintaining an adequately equipped home-based workplace must be met several months prior to receiving any contract income, especially as Centrelink reduces (or ceases) welfare assistance the moment the work commences. The problem is not 'profitability', but cash flow. It is difficult to refuse 'work', even when one must literally go hungry for weeks or months in order to do it. Some clients (particularly government agencies) do not offer staged payment options, and those which do can be very tardy in making payments.

Meanwhile, Centrelink's advance/loan can be inadequate to cover the costs and Centrelink still requires normal job search obligations, in addition to self-employment participation. 

Present high effective marginal tax rates and provisional tax, have stymied many self-employment efforts. Under the new tax system, some micro-businesses might not be eligible for an Australian Business Number since they do not generate the income-equivalent of "permanent full-time" work so the introduction of the GST could further impede the development of micro-business enterprise. 

Both welfare and tax policy provisions for casual, part-time and self-employment income should reflect the reality that full-time employment might not be achievable in the current market and to reflect the principle that incentives to maintain and develop micro- and small business skills are as much 'industry' funding as they are 'welfare expenditure'.

Welfare reform measures to address these problems could include:

* broadening activity test rules to recognise & support self-employment activities

* providing adequate training opportunities in business planning and management through both the current SED and NEIS programs and through training assistance for short courses for welfare recipients with short-term and micro-business self-employment initiatives. 

* changing income test rules to provide adequate income while participating in contract employment

* reviewing the use of raw fortnightly or quarterly self-employment profit and loss figures to determine a nominal 'personal' income, which is deducted from allowance income and so cannot then be applied to investment in advertising or equipment, which might generate further income.

Taxation reform measures to support self-employment and micro-business activities could include:

* broadening ABN criteria to include micro-business and new self-employment activities

* increasing the personal income tax-free threshold to the poverty line and/or reducing the tax rate for incomes between $6000 and $10000 to 10 per cent. 

Financing Individual Self-Reliance and Participation Initiatives

Income and asset test criteria also take no account of existing personal debt levels, particularly for housing mortgages with the result that mortgages are foreclosed, families displaced and the rent assistance budget increases. Welfare beneficiaries without other income whose housing costs exceed 20% of income are ineligible for further bank or credit union finance, while pensioners just scrape in to the minimum income levels for finance eligibility. The costs of debt-servicing are considerable.

The Centrelink 'advance payment' loans are of limited value (up to $500), with set rate repayment (benefit reduction) starting immediately for the next six months. In emergencies, these loans are a godsend, but they are of limited assistance in costly situations, such as moving house or car repairs or purchase, especially when maximum benefit levels only justly (or barely) meet basic living costs. 

Increasing benefit levels to account for the costs of participation is critically important, but some forms of participation require more financial resources than a welfare recipient can muster privately. Another way to help fund major self-reliance initiatives could be to provide 'HECS' style interest-neutral loans, repayable through the taxation system as taxable income increases. 

Concluding Comments

Despite serious reservations about the political agenda which initiated this Welfare Reform process, the poor quality of community consultation, and the limited terms of reference for the Reference Group, I am pleased to see the topic of welfare reform receive long overdue public attention.

It is a shame that the only apparent 'principle' underpinning this particular process is economic expediency, whereas a more open and thoroughly considered process would ensure the principles underpinning welfare reforms are just, equitable and formed in a consultative and timely manner. 

It is very clear from the Interim Report that the government does not trust welfare recipients to act toward their own best interests, while failing to understand the extent and complexity of the government-imposed impediments that prevent us from doing so. In turn, we do not entirely trust that our government has our best interests in mind (or at heart) in formulating the laws that govern us.

This 'mutual distrust' is possibly one of the biggest impediments to the success of any welfare reform measures based on 'mutual obligation'! We cannot successfully form partnerships to do the 'business' of increasing individual self-reliance together, unless there is mutual trust and goodwill. 

I do not know how such trust can be generated, but this paper is an 'act of faith' that you, whose recommendations will determine whether, if, and in what circumstances, I live while I recover from illness and gain the health management skills I need to re-enter the workforce or otherwise gain my rightful livelihood, can make this reform process a first step in regaining that mutual trust.

The public face of 'poverty' and 'welfare dependence' is invariably the 'sensational' wreckage of those who have totally lost hope &/or the ability to care for their own welfare. This we have all seen, some from greater distances than others. But the majority of us are not so desperate and helpless. 

Few of you have seen the extent of stoic hardship and quiet desperation that struggles to escape from the deprivations of poverty behind the doors of one in every five households in this nation. 

We all do what we can with the resources we have. We want to be independent and earn our living, we are not afraid to ask for what we have a right to, and we will not stoop to steal or beg. But we are trapped in a set of rules and systems that thwart our every effort to increase our self-reliance.

Our various 'individual' failures of self-reliance are also systemic, and so are many of the existing impediments to participation. Welfare reform will not deliver increased self-reliance without tax reform, business reform, employment reform, health reform, training reform and so on. 

Among us are huge reservoirs of trapped self-reliance potential that needs no more 'encouragement' than a fair, reasonable, integrated system of opportunities and resources to actualise our initiative. 

Innovative ways of creating productive long term employment, as opposed to keeping people looking 'busy', must be explored and supported. If we are expected to create our own welfare, we must be enabled to do so as we see fit to meet the specific needs of ourselves in our own communities. 

In a very important sense, much of the initiative here must come from the people whose welfare is at stake, since we know the strengths and weaknesses of our capabilities and collective capacities and the opportunities and threats of our local contexts. 

There is a great potential in seed funding integrated projects which support community goals to increase infrastructure, employment and self-reliance capacities. Support to effect various projects will need to be provided through a range federal, state and local government and community delivery and evaluation mechanisms, some of which already exist and others which will need to be created.

Whatever the outcome of this particular 'welfare reform' process, it is vitally important that future government welfare policy development be formulated in the broader context of public welfare delivery and that future welfare provisions be developed in an open, transparent and broadly consultative manner, particularly with the individuals whose livelihoods are at stake. 

Margaret Clarke

June 2000

Summary and Recommendations

"Welfare dependency" in Australia has been created by successive Federal governments through:

ù failure to manage the national economy and labour market sustainably
ù failure to provide adequate health, education and social support services
ù failure to provide adequate income support to meet the costs of basic subsistence needs

ù unrealistic and unreasonable benefit and taxation disincentives to undertake part-time, casual, 
contract or self-employment work
ù opaque and arbitrary, rather than fair and transparent, income test and activity test criteria
ù anti-social and anti-family income support criteria which contribute to family breakdown
ù unjust application of rules and penalties on a presumption of 'guilty unless proven innocent'
ù inhumane invasions of privacy and restrictions on civil 'rights' and liberties. 

Current 'welfare' arrangements are delivering chronic poverty and illness, NOT 'welfare'.

The majority of welfare recipients are willing but unable (economically, and increasingly, due to poor health) to apply their initiative to establishing and maintaining a sustainable livelihood. Rectifying this situation will involve extra short term costs, which, in the longer term, will be offset by significant health care and other 'social cost' savings (such as marital breakdown, children's services, drug problems, suicide and crime). 

The purpose of this expenditure is to enable welfare recipients to regain and maintain the vital well-being necessary to be able to make creative and productive contributions to our society. 

It is a basic premise of this paper that individuals and communities are quite capable and willing to create solutions to the unemployment problem to meet specific local needs, but are hampered by a lack of resources and paternalistic government programs which discourage innovative initiatives at the individual and community levels in favour of centrally planned and organised schemes which serve no productive purpose except the creation of an expensive Orwellian social control bureaucracy. 

Recommendations 

Mutual Obligations

ù Recognise the social and economic costs of current welfare spending mitigate against further cost-cutting in benefit levels and that real economic savings can only be made by policies which increase the quantity and quality of employment opportunities for Australian people. 

ù Recognise that many unemployed people and other welfare beneficiaries already contribute significant formal and informal voluntary community work and ensure that 'mutual obligation' requirements do not erode their capacity to continue with their own community initiatives. 

Maintaining equity, simplicity, transparency and sustainability

ù Maintain &/or raise benefit levels to the poverty line to reduce unacceptable hardship & illness.

ù Review benefit and rent assistance levels based on historical sexual/economic dependence assumptions about the 'cost' savings of sexual cohabitation and house-sharing arrangements in the light of modern economic and social realities. 

ù Increase funding for public housing to reduce the number of recipients experiencing 'housing stress' in the private rental market.

ù Consider increasing home ownership support programs to reduce reliance on public and private rental markets, including investigating community title and other low-cost housing programs.

ù Provide support and pilot funding for affordable community and low-cost housing initiatives.

ù Index benefit/pensions assets limits for full benefits to at least 150% of average housing prices.

ù Consider providing 'housing' assistance to single parents for mortgage payments, so that they do not have to sell the family home to survive after their relationship ceases. 

Providing Choices and Support

ù Provide affordable dental care through:
a. increased short-term funding to current public dental clinics 
(to immediately reduce the unacceptable backlog of painful and debilitating need!)
b. include essential dental services in Medicare and Health Care Card concessions.
c. Note that, although this is a high cost item, there will be immense short, medium and long 
term health budget savings from this measure. Not to mention a reduction in suffering!

ù Fund necessary medical research into treatments for CFS and other chronic systemic illnesses.

ù Increase funding for public counselling and psychological services, including drug and alcohol detox and rehabilitation, suicide prevention and harm minimisation programs. 

Establishing better incentives and Creating greater opportunities for self-reliance

ù Raise the tax free income threshold to the poverty line or at least 25% of AWE (about $10,000) to remove current disincentives to take up part-time and casual employment.

ù Increase 'benefit reduction free' income to at least $50 a week to increase incentives to take up part-time/casual employment and to recognise the extra costs of holding employment (such as travel, clothing, presentation, childcare, union dues, training costs and meals). 

ù Increase job search 'office' facilities available at Centrelink and employment service offices.

ù Fund pilot studies on alternative employment and self-employment initiatives proposed by local communities in high unemployment areas, in addition to current Work for the Dole programs. 

ù Review the effectiveness and cost-benefits of Work for the Dole programs compared to other employment creation initiatives which might generate longer-term employment and increased business activity, especially programs generated by and for local communities. 

ù Review and expand NEIS programs and consider providing business 'start-up' loans along the same principles as current student loans (that is, indexed but interest-free, and repayable through the tax system). 

ù Provide free Workplace Competency Assessments for mature unemployed people who have extensive skills obtained prior to the introduction of competency-based assessment procedures. 

Funding and Taxation Revenue Recommendations

Fiscal Discipline

The main aim of financial regulation must be to return the financial system to the role of the servant, rather than the master of the real economy. [Langmore & Quiggan, 1994: 119]

ù Index the bottom of the 20% and 30% tax brackets to 35% and 70% of AWE (respectively).

ù Increase the marginal tax rate on incomes above $70 000 to 50 per cent. 

ù Introduce a 60% tax bracket to apply to very high incomes above $100,000. 

ù Restrict the amount of employer contributions eligible for tax exemption to 150% of the 12% contribution specified in the Superannuation Guarantee Levy scheme. 

ù Reduce full dividend imputation to 50% to encourage retention of earnings and aggregate savings by companies and yield revenue gains of up to $750 million. [L&Q, 1994: 149]

ù Increase restrictions on overseas borrowing by publicly guaranteed banks and increase bank accountability to reduce the current account deficit. 

ù Remove concessions for 'negative gearing' to reduce housing investment distortions. 

ù Consider higher stamp duty and/or capital gains rates for investment in market rental housing and cap capital gains concessions for family homes to twice average housing prices. 

ù Increase Medicare levy by no more than 0.2% to raise revenue for increased dental health services and poverty-related illness research.

ù Quantify immediate and long term cost savings in the health and criminal justice sectors, increased taxation revenue from work income and reduced expenditure on welfare benefits and associated administrative costs arising from increased short-term health and welfare spending and mid- to long-term employment growth through community-based employment initiatives.
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