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One of the themes of the Church’s teaching is love or preference for the poor… this preference for the poor must embrace … the hungry, the homeless, those in medical or other need, and above all those without hope of a better future. Our daily life as well as our decisions in the economic and political fields must be marked by these realities.
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Executive Summary

Poverty is not a simple fact of life but the result of the way we choose to structure our society.   It’s causes are as elusive and complex as any other experience of human suffering.  Still, we can choose to reduce poverty if we decide to.  The primary influence on material poverty in Australia is unemployment.  Ted Evans, former Treasury Secretary, shocked the policy community in 1993 when he said that we choose the level of unemployment.  If he is right then we also choose the level of poverty.

The Catholic perspective is that the fight against poverty must enjoy a pre-eminent position in the Government’s list of policy objectives.  This is what Catholic social teaching calls the preferential option for the poor.  We can choose to focus first on those in greatest need and ensure their interests receive the most weight in the calculus of economic and social policy.   We can choose to make poverty reduction a key priority for policy reform.

But we have not chosen to do this.  The national commitment to the fight against poverty in Australia is tepid.  This is partly because current social values insufficiently reflect a sense of solidarity for those in need.  But it is also a failure of policy.  Only governments have the fiscal and legislative means to approach a social problem so complex, so deeply connected to the institutional structures of our society. 

We are not as rigorous in our efforts to reduce poverty as many OECD nations.  In the European Union, strong and rigorous anti-poverty strategies are now being implemented.  The UK and Irish anti-poverty strategies are far superior to Australian efforts to date.

This will cost us.  Entrenched poverty flows primarily from long-term unemployment.  A systematic approach to reducing unemployment and moving persons from welfare to work will increase participation in the labour market considerably.  This will lead to higher GDP per capita.  It will also improve the wellbeing of all Australians by improving social cohesiveness.  So an effective National Strategy for Poverty Alleviation will raise the average living standards in this nation.

A summit into poverty should be convened urgently to build consensus for social change.  A National Strategy for Poverty Alleviation must be formulated, including numerical targets to significantly reduce poverty.  A statutory Commission for Poverty Reduction should be created to ensure that measurement of policy is rigorous and apolitical, and to provide independent advice on performance against policy commitments.

All levels of Government have a role to play in the fight against poverty.  Therefore mechanisms to ensure the Federal model serves this Strategy must be put in place.

We need to create a social and economic environment that proofs the nation against poverty, reducing the risk of economic disadvantage becoming socially entrenched.  It will take at least 30 years to implement.  Still, when implemented, our kids will be living in a better Australia.
Catholic Welfare Australia’s policy recommendations 

Recommendations relating to the National Strategy for Poverty Alleviation

1) Develop a National Strategy for Poverty Alleviation along the lines of the UK and Irish models.

2) Convene a Summit of key national stakeholders on poverty alleviation including bureaucracies, social welfare agencies and practitioners, Churches, Government, and members of the business community in order to build a consensus for the development of a National Strategy for Poverty Alleviation.

3) As the centrepiece of this Strategy, set the goals of reducing child poverty by at least 75% and adult poverty by at least 50% of current levels within a generation.

4) Establish a permanent and independent Commission for Poverty Reduction with the legislative mandate to: 

· Develop and maintain a capacity to provide reliable measurement of the incidence of capacity deprivation in Australia using a range of indicators of financial, material and physical deprivation;

· Report to the Government and the Parliament on performance against long-term poverty reduction targets;

· Respond to references from the Commonwealth Government to conduct public inquiries into specific issues relevant to poverty reduction and the incidence of inequality and make policy recommendations to Government about how better to implement the National Strategy for Poverty Alleviation;  

· Undertake analytical research into long-term causes and effects of poverty in Australia; and

· Enter into dialogue with sister organisations overseas to ensure that Australia’s National Strategy for Poverty Alleviation is as effective, efficient and comprehensive as similar strategies being implemented overseas.

5) Establish an inter-governmental committee of responsible Commonwealth, State and Territory Ministers to oversee implementation of poverty reduction measures.
Specific policy proposals to proof Australia against poverty 
Welfare reform to assist the working poor

6) The Government should embark on a major reform initiative to restructure the tax and social security systems to minimise disincentive and poverty traps.  The guiding principle of this reform package should be that the effective marginal tax rate facing low income earners be no more than the top marginal tax rate faced by higher income earners.  Reform measures could include:

· a significant expansion of the Working Credits Scheme recently adopted by the Parliament above the $1000 annual limit;

· implementation of a modified form of the successful US EITC scheme or the Working Families’ Tax Credit scheme in place in the UK;

· adopting the Keating/Lambert proposals to consolidate the means test for all forms of family assistance with a common phase out rate of 30%;

· introduction of genuine negative income tax system which eliminates overlapping between the tax and social security systems (for lower income families and individuals).

Reduce capacity deprivation caused by unemployment
7) Create positive incentives for jobseekers to access training and education opportunities through reducing the disincentives that currently exist for Job Network Providers to refer jobseekers to training/education using training account funds.

8) Provide a tax-free cash payment of $1000 (per year of study) to long-term unemployed jobseekers who graduate from a recommended course of study paid on evidence of graduation.

9) Create more places in the Personal Support Program to assist those jobseekers who have not been able to secure an employment outcome following two periods of Customised Assistance.

10) Hypothecate any expenditure saved from breaching beneficiaries into labour market and support programs.

11) Examine approaches adopted in other OECD nations to rebalance working opportunities between different cohorts of the population.

12) Rename the Work for the Dole scheme.

13) Undertake an enquiry into low-paid employment.

Supporting families in need

14) Guarantee adequate Commonwealth funding for the Family Relationships Services Program to ensure appropriate support is available to families experiencing conflict or who are in crisis.

Supporting rural and regional Australia

15) Adopt benchmarks to assess areas of greatest disadvantage in regional and rural Australia.

16) Substantially increase Zone Rebates in areas of regional areas of greatest disadvantage to stimulate economic activity.

17) Implement tax credit regimes as an effective wage subsidy for new jobs created in areas of greatest regional disadvantage based on practices implemented in various US State jurisdictions.  

18)  Retain Testra’s current levels of public ownership until the market for provision of rural telecommunications services becomes more competitive.

19) Undertake nation building projects under collaborative partnerships between Government and business to more adequately deal with major environmental problems including salinity and water management. The Government should target funding of such projects to areas of greatest disadvantage to stimulate employment and reduce poverty in those regions.

Catholic Welfare Australia and this submission

Catholic Welfare Australia is the peak body representing Catholic welfare agencies.  It is a national federation of Catholic social service organisations that operate in local communities and at a diocesan level, including Centacare agencies nationwide. Catholic Welfare Australia is an organisation of the Australian Catholic Bishops’ Conference and is responsible to the Catholic Bishops through a Board appointed by the Conference.  The network employs over 5000 people and provides direct assistance and support to many thousands of people each year.  It is served by a National Secretariat in Canberra, including the Social Policy and Research Unit which has produced this submission in consultation with Member Organisations in the national network of Catholic welfare agencies.

Catholic Welfare Australia seeks to answer the challenge of social justice in the Gospels, and to promote the ministry of Catholic social welfare as part of the core mission of the Church to be a sign of God's kingdom in the world.

This submission contains three sections:

1. The preferential option for the poor - which discusses the perspective of Catholic social teaching on the issue of poverty;
2. A national anti-poverty strategy – which argues the need for a coordinated national strategy for poverty alleviation; and
3. Specific policy proposals to proof Australia against poverty in the areas of welfare reform, reducing unemployment and supporting regional and rural Australia.
Catholic Welfare Australia welcomes inquiries about this submission which can be directed to the staff of the Social Policy and Research Unit in the National Secretariat, on 02-6285 1366.  Their contact details are listed below:

Brendan Long 

(0419437592), brendan@catholicwelfare.com.au
Margaret Deerain 



margd@catholicwelfare.com.au
Adam Mitchell



adam@catholicwelfare.com.au 

Sr Liz Rothe



liz@catholicwelfare.comau


1. The preferential option for the poor

Ideally, a submission to the Senate Inquiry into poverty would not be written by professional social analysts, economists or even welfare practitioners.  It should be written by the poor themselves.  Only those who are, or have been, genuinely poor can  do justice to the experience of the suffering of those economically disadvantaged.  So ultimately all the professionals involved in this process must approach the issue with a certain degree of reticence, with a respect for the fact that we are talking about something which we can never adequately express simply because we have never experienced it. 
1.1 Poverty as capacity deprivation

Australians do not really understand poverty.  The ‘poor’ are always out there, we suspect.  We think they will get by as they have all those government benefits.  And Australia is a rich country, so we doubt that anybody is really poor here, not like overseas.  

This is a very narrow way of looking at poverty.  It implicitly reduces poverty to those who receive very low incomes.  However, such approaches are increasingly being called into question.  More sophisticated, more general notions of economic disadvantage are gaining attention.

Amartya Sen provides a more general definition of poverty as capacity deprivation.

… in analysing social justice, there is a strong case for judging individual advantage in terms of the capabilities that a person has, that is, the substantive freedom he or she enjoys to lead the kind of life he or she has reason to value.  In this perspective, poverty must be seen as the deprivation of the basic capacities rather than merely as lowness of incomes …

This is a more holistic notion that involves considerations like access to health services educational opportunities, racism, sexism and other forms of prejudice.  We need to dispense with traditional approaches of poverty lines, and the relative/absolute poverty distinction.  We need to foster an approach to disadvantage that focuses on the whole person and the freedom they experience to develop their potentialities over their lives.

1.2 A Christian approach to capacity deprivation

Capacity deprivation involves human suffering.  The Christian viewpoint is that suffering is incapable of being perfectly described or understood.  In a sense it is always mysterious, impenetrable to our words or attempts at classification.  So we can lay aside, at the outset, any attempt to completely systematise the phenomenon of poverty within a tight social or political analysis.  What remains is the rawest of data, the daily experience of those who suffer significant deprivation: material, social and spiritual.  

Poverty cannot be reduced to a ‘problem’ that we need to solve.  Such a perspective sees human society as a great machine, and poverty a mere breakdown in some of its moving parts.  However, this is essentially a materialistic viewpoint.  It leads to a utopian view that all economic disadvantage can be eliminated.  

Capacity deprivation and economic disadvantage has its ultimate cause in the moral choices that people make.  We live in a world of co-determined guilt.  Our ethical choices create the environment in which each other’s choices are expressed.  To the extent that these choices are, or have in the past been unethical, they will have negative social effects unintentionally restricting others’ freedom.  This will ultimately be expressed in social and economic structures.  Entrenched disadvantage is a principal outcome.

We do not choose directly that other people will be poor.  Still, we exist in a society that creates and maintains entrenched economic disadvantage. If we do not feel personally guilty for this situation then we must still accept some responsibility for it.  All Australians share some of the blame for this culture which rewards most, but cripples others.  

For ethical persons, this sense of shared culpability requires all people to take responsibility for the quest of social justice as a moral imperative.  In this way the ethical aspect of poverty becomes manifest.  If we all share some responsibility for the social situation which creates poverty, then all persons must share the duty of trying to redress the problem.  Social justice should not be seen as merely a moral option one may choose, if one wants to.  It is a normative ethical demand upon those who enjoy the benefits of a society that unfortunately leaves some of its members struggling to survive.

The Christian message is one of hope not fatalism. This situation of co-determined guilt, and shared responsibility is a permanent feature of our human condition.  It will always influence our actions.  So capacity deprivation and economic disadvantage cannot be eliminated completely.  Still, a central theme of twentieth century Catholic thought is that the temporal order can be renewed.  Social and economic rigidities which cause poverty and disadvantage can be redressed by a spirit of solidarity, compassion, generosity and self-sacrificing love.  In policy terms these virtues are made manifest in the quest for social justice.  Social justice is now seen as a central element of the Christian message of liberation, salvation and healing for the world.  By siding with and fighting for those who are oppressed by disadvantages, we imitate Christ the liberator.

1.3 Insights from Catholic Social thought: developing a culture of solidarity

The Catholic approach to social policy focuses on the notion of the ‘common good’. The common good consists in the conditions of social living – economic, political and cultural – that respect, defend and enhance a person’s essential dignity, their well-being and fulfillment. It is not an individualistic ethic.  Rather, this viewpoint emphasises our essential interdependence in society.  Governments should seek to adopt economic, political and cultural policies that reflect the interdependence of the individual and the community.

The Catholic anthropology is not based on the self-interest paradigm so common in contemporary economic thought, theoretical and applied.  It does not understand the person as being essentially a rational utility maximiser who wants to allocate preferences between different consumer goods most efficiently.  Such a perspective when applied to social policy leads to models for the eradication of poverty alleviation based on self-help mechanisms.  This refuses to accept that it may be the cultural milieu of the society that deprives a person of their capacity to be self-determining.  Such a perspective assumes that poverty is really the responsibility of the individual and nothing at all to do with an economic system that might promote inequality.  

The Catholic understanding of the human person in social life is based on the golden rule of Christianity: love your neighbour as yourself (Matt. 22.39).  When this principle is socialised and applied to policy it becomes the quest for social justice.  To love others as oneself means to value their needs as we value our own.   It means to suffer with others, to bear their pain, to enter into their experience which in the case of poverty is an experience of suffering.  This principle of solidarity is a central element of the Catholic worldview:

…the solidarity that we propose is the path to peace and at the same time to development … is inconceivable unless the world’s leaders come to recognise that interdependence in itself demands the…transformation of mutual distrust into collaboration. This is precisely the act proper to solidarity among individuals and nations.
 

Solidarity is a central concept in the Church’s position on social and economic policy issues, and forms the basis of any genuine social cohesion.  While the Church upholds the freedom of the individual, it considers that such freedom is ethically bound to respect and uphold this same freedom in other persons.  The expression of solidarity arises from a heightened awareness of our mutual interdependence and a commitment to the good of all, and of each individual.

Society can become fragmented by economic and social policies that fail to incorporate all members of society equally.  It is a phenomenon of contemporary social life that there is a barrier between those who are disadvantaged and most of us who enjoy the benefits of a prosperous and free society.  This lack of social cohesion reduces the effectiveness of any approach to reduce poverty.  It leads to a reduction in trust and confidence in the Government’s social policies.  

Solidarity seeks to strengthen the bonds of trust in a community.  Only when such mutual respect and consideration are deeply experienced will a society be able to reach out to its disadvantaged members with confidence and hope.  Solidarity provides the ethical infrastructure that can be applied to the implementation of a just social policy strategy to alleviate poverty.

Perhaps the most crucial area of modern life in which culture exercises a direct influence on domestic well-being and international order is the economy…one of the most important lessons we can learn from an examination of economic life is that a nation’s well-being, as well as its ability to compete, is conditioned by a single, persuasive cultural characteristic: the level of trust inherent in the society.

1.4 Choosing the poor

Catholic social thought places very tough challenges on policy makers.  The average citizen expects little from Government, they are happy enough with sound legal process, prudent fiscal management and perhaps a nice little tax refund at the end of the year.  However, the demands that Catholic social teaching places on government mirror the radical and total demands of the Christian message.  

Capacity deprivation resulting from economic disadvantage represents a principal threat to human wellbeing both in material and spiritual aspects.  So the Church has called for a preferential love or option for the poor.  This is a challenge to policy makers to recognise that the needs of the poor and socially marginalised are so pressing that they should enjoy the first claim on the resources of Government.  This call by Pope John Paul II to leaders of nations in 1987 is still relevant today:

One of the themes of the Church’s teaching is love or preference for the poor… this preference for the poor must embrace … the hungry, the homeless, those in medical or other need, and above all those without hope of a better future. Our daily life as well as our decisions in the economic and political fields must be marked by these realities.

This is not just a banal demand for extra funding for social programs in general.  The challenge is for Government to assimilate into the policy formulation process the principle that considerations of social justice must always enjoy a certain pre-eminence.  There are many objectives to be achieved in prudent economic policy, including fiscal responsibility.  Still, in the weight of this fiscal policy calculus, a truly ethical position would elevate the claims of the poor above those of others in less need.  

In practice this means that when the Government needs to raise revenue it should look as much as possible to placing the burden of this on those who can most afford it.  Revenue and savings measures that are targeted at those on lowest incomes are not conscionable.  Moreover, when the Government evaluates spending proposals it needs to ask whether these are targeted to those in most need.  In this light, funding of corporate welfare is particularly problematic as it seems to be diametrically opposed to this preferential option for the poor.  It also reduces a government’s capacity to meet the needs of those marginalised and disadvantaged.

This has specific implications for taxation policy and welfare reform.   It suggests a prioritisation of reform in favour of those on lower incomes (by reducing high effective marginal tax rates) relative to calls to reduce the top marginal tax rate.  Empowering persons to move from welfare to work has more profound implications for human well-being in a community than microeconomic benefits associated with tax reform at the higher end of the income distribution.

In summary of Chapter 1, Catholic Welfare Australia calls on all policy makers to:

2 Recognise a wider notion of poverty as capacity deprivation;

3 Acknowledge that this deprivation ultimately has a moral and ethical cause;

4 Seek to foster a spirit of solidarity with the plight of the disadvantaged;

5 Renew the moral and ethical foundations of the policy formulation process by ensuring that the provision of policy advice is always guided by:

· a preferential option for or choice for the poor; and 

· the pursuit of the common good.

2. The strategy

2.1 Where to begin: adopt a National Strategy

Government anti-poverty policies have come and gone, as have private initiatives and welfare agencies.  Still, can it be said that we have ever had a well coordinated whole of Government strategy for the attack against poverty?  Is there currently a framework from which to muster all the resources of governments, industry and the wider community into a concerted effort to create the environment in which poverty as a widespread social problem can be substantially reduced?

Rather than a new innovative spending program or trendy welfare model, an institutional framework needs to be devised to manage a National Strategy for Poverty Alleviation.  The Strategy will act as a long-term plan to reduce poverty.  It will set out the conceptual framework to respond to capacity deprivation and annunciate guidelines to assist agencies develop specific reform initiatives.  The Strategy would provide a basis from which to coordinate the initiatives of various government agencies and ensure that they are mutually reinforcing. 

A coordinated national anti-poverty strategy is the central element of the UK and Irish approaches to poverty reduction.  Preliminary analysis suggests that they are effective in forcing Government to direct policy towards reducing poverty.  Summaries of the key features of the UK and Irish anti-poverty strategies are at Appendix 1.

Develop a National Strategy for Poverty Alleviation along the lines of the UK and Irish models.

2.2 How to begin: convening a National Summit

Proofing Australia against economic deprivation will require the cooperative efforts of the whole nation.  The resources of Government, business, academia, Churches and welfare practitioners and agencies will need to be committed through all stages of the process.  The first step is to build consensus within these groups through a national summit on economic disadvantage.  A National Summit can help to raise the status of this issue in the public arena.  Such a Summit would build the bonds of trust that are needed for a collaborative approach.  It would call the Australian community to account for our universal responsibility to participate in the quest for social justice.

Convene a Summit of key national stakeholders on poverty alleviation including bureaucracies, social welfare agencies and practitioners, Churches, Government, and members of the business community in order to build a consensus for the development of a National Strategy for Poverty Alleviation.

2.3 The target

It has now been sixteen years since Bob Hawke’s 1987 election campaign declaration that ‘by 1990, no Australian child will be living in poverty’.  However, the situation for children in Australia does not appear to have improved.  While we await the revision of the ABS Household income Survey no definitive figures on child poverty are available.  Still, the OECD half median approach provides an acceptable benchmark from which to assess available ABS data.  As seen in the figure below against this benchmark there has been no reduction in child or adult poverty over the last decade.
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So we are marking time.  In order to galvanise the community into action, a national poverty reduction target is called for.  This approach has been applied overseas.  In the case of the UK, the target is to reduce child poverty by 25% by 2004.  The Irish model adopts looser targets, using smaller timeframes and specifies reductions in a broad range of poverty incidence measures.

A target for poverty reduction has the benefit of ensuring that Government directs its poverty reduction strategy to practical measures that reduce poverty.  Failure to make progress will make Government the subject of public criticism.  This will stimulate debate about the efficacy of the overall strategy.  In this way the normal democratic processes are brought to the service of the poor.  The overall system then works to the benefit of the marginalised rather than against them.

The target should be set over a generation.  Institutional approaches will have their own life cycle of development.  The behavioural response to improved incentives from continuing welfare reform will not be immediate.  People are not educated and retrained or made job ready overnight.  And the benefits of spending programs in employment and in marginalised groups will take a long time to become visible.  So although there is an urgent need to act decisively, the community will need to be a patient investor in its social capital in its fight against poverty.

An ambitious target is still called for.  Any claim to eliminate child poverty risks being as incredulous as that claim of a well-intentioned former Prime Minister.  The important point is not the precise reduction targets per se, but that processes are put in place to benchmark progress against these targets.  

As the centerpiece of this strategy, set the goals of reducing child poverty by at least 75% and adult poverty by at least 50% of current levels within a generation.

2.4 Institutional phase: the Commission for Poverty Reduction

The plight of those suffering real deprivation is too easily made into a political football. The issue is so important that it cannot be made the subject of the viscidities of the political cycle.  A statutory organisation not dominated by political appointments would help to ensure that the Government, the Parliament and the people receive independent and authoritative information relating to the issue of disadvantage and the success of the National Strategy for Poverty Alleviation.  This could be called the Commission for Poverty Reduction.

It has been the Australian experience that such statutory organisations, when properly resourced, can build consensus for social change.  The Productivity Commission has been a good example of this consensus building in the case of microeconomic reform.  Moreover, the Commission for Poverty Reduction would balance the Productivity Commission’s emphasis on economic efficiency with an emphasis on equity considerations.  Although the latter emphasis is part of the Productivity Commission’s Charter, it is not a suitable advocate for those most disadvantaged.  

Full and part-time Commissioners of the Commission for Poverty Reduction should be statutory appointments and with representation from policy experts in academia, social policy research bodies, social welfare and social service delivery agencies, and the business community.  The Commission for Poverty Reduction should have similar powers to the Productivity Commission associated with requiring the provision of relevant information to the conduct of its inquiries.  

Establish a permanent and independent Commission for Poverty Reduction with the legislative mandate to:

Develop and maintain a capacity to provide reliable measurement of the incidence of capacity deprivation in Australia using a range of indicators of financial, material and physical deprivation;

Report to the Government and the Parliament on performance against long-term poverty reduction targets;

Respond to references from the Commonwealth Government to conduct public inquiries into specific issues relevant to poverty reduction and the incidence of inequality and make policy recommendations to Government about how better to implement the National Strategy for Poverty Alleviation;

Undertake analytical research into long-term causes and effects of poverty in Australia; and

Enter into dialogue with sister organisations overseas to ensure that Australia’s National Strategy for Poverty Alleviation is as effective, efficient and comprehensive as similar strategies being implemented overseas.

Strategies for poverty reduction applied in selected overseas countries

The development and implementation of anti-poverty strategies is a model that has worked overseas.  In the UK, the recently formed, cross-cutting department of the Office of the Deputy Prime Minister co-ordinates the Ministerial challenge of achieving social justice and quality of life for all its citizens. Within this department, there exist a number of units (for example, the Social Exclusion Unit and the Neighbourhood Renewal Unit) which work together with the Department for Work and Pensions to eliminate poverty. Since 1990, the Department for Work and Pensions has produced its annual report on the fight against poverty, Opportunity for All. Likewise, the other units responsible for social inclusion have released annual reports indicating their goals, achievements and future aspirations in combating poverty. 

Ireland’s Combat Poverty Agency is a statutory body established in 1986, with the brief of ensuring that those who are at a high risk of poverty have their needs addressed in the development of policy. While the Combat Poverty Agency has been effective since 1986, it wasn’t until 1997 that Ireland developed a national anti poverty strategy, Sharing in Progress. This was inspired by the 1995 United Nations World Summit for Social Development in Copenhagen. 

The European Union has strived to develop a consistent approach to the eradication of poverty. The preamble of the 1997 Treaty of Amsterdam clearly states objectives of solidarity, economic and social progress and the reinforcement of cohesion. These general objectives were further clarified in the European Council of Lisbon (March 2000) where the obvious need to make a decisive impact upon the eradication of poverty inspired an agreement where all Member States’ policies for social inclusion would be based upon common objectives. In June 2001, all Member States submitted their National Action Plans on Social Inclusion in response to the common objectives adopted by the European Council in Nice (December, 2000). Establishing an approach based upon common objectives is another area where we are lagging behind the pace in the fight against poverty.  

2.5 The constraints of a Federal model

The Australian Constitution presents policy makers with unique challenges in the fight against economic deprivation.  The UK and Irish models operate under a unitive system of Government.   Therefore, such models would need to be modified before they could be applied in Australia to provide for coordination between governments.  An intergovernmental committee of responsible Commonwealth, State and Territory Ministers should be constituted to meet this need.  Moreover, the proposed Commission for Poverty Reduction could also provide independent analysis of the issues associated with the Australian federal constitutional model in terms of the national anti-poverty strategy. 

Establish an inter-governmental committee of responsible Commonwealth, State and Territory Ministers to oversee implementation of poverty reduction measures.

2.6  Reducing poverty increases living standards

Poverty has macroeconomic costs.  Contemporary macroeconomic analysis emphasises the importance of productivity, participation in the labour market and population as components of GDP growth in the long-term.  In Australia’s case, productivity performance over the last two decades has been impressive but participation has been weaker. This is why the Commonwealth Treasury wants to make people work longer rather than retire early in order to boost participation.  This in turn increases the potential tax base to deal with the fiscal demands of an ageing population.  The question is whether Treasury is approaching the problem from the wrong end of the age and income spectrum.  The greatest benefits to an economy from increased participation in the labour market would result from reducing unemployment.  On average those in unemployment are younger, so that moving one worker from unemployment into stable employment will tend to reduce the age profile of the tax base.  The creation of a younger tax base is the solution to the problem of an ageing population.  Furthermore, moving unemployed people into employment increases human dignity and freedom which will enhance the wellbeing of the individual in a wider sense.  An anti-poverty strategy provides a meaningful way to combat unemployment.  Therefore, from the standard point of mainstream macroeconomic analysis there is a very strong argument in favour of rigorous National Strategy for Poverty Alleviation.

Australia’s relative living standards will decline if we do not implement an anti-poverty strategy.  An effective anti-poverty strategy will eventually generate reduction in long-term unemployment and increase labour market participation.  This will increase GDP and GDP per capita (as the usual measure of living standards).  Those countries which do implement effective anti-poverty plans will increase their living standard relative to those who do not.  So if poverty reduction strategies currently implemented in EU countries prove effective, and Australian policy makers simply extemporise on the poverty issue, we will start to fall backwards in the OECD league table of GDP per capita.    

3. Specific proposals to proof Australia against poverty.

A coordinated National Strategy for Poverty Alleviation will need to canvass a vast array of policy changes to proof Australia against the incidence of poverty.  In this submission, Catholic Welfare Australia seeks to identify some of the issues which should be addressed by this Strategy.  A Summit into economic disadvantage would provide a process by which a genuinely comprehensive set of policy reform issues can be identified.  

3.1 Welfare Reform to assist working poor 

The disincentive problems of the Australian welfare system have been diagnosed for many years.
  We have a reasonably generous system of income support (when breaching principles are excluded) by international standards.  However, benefits are much more tightly targeted than overseas.  We also have a very high reliance on personal income tax and a relatively high marginal rate applies at relatively low incomes.  These combine to cause significant overlapping of the taxation and social security systems.  The withdrawal of benefits at the usual rate of 50 cents in the dollar when beneficiaries earn income, acts as an effective tax.  When this is combined with the withdrawal of other benefits (public housing, rent assistance, health care cards etc) the effective tax rate facing beneficiaries can be very high and even greater than 100%.  On the basis that 60% is a high effective marginal tax rate, NATSEM estimates that approximately 8% of Australians are in this category.  The figure is much higher for single parents at 23%
.  These figures have changed little as a result of Australia’s New Taxation System.
These high effective marginal tax rates create poverty traps.  They are the result of Government policy.  This is a further reason why individuals should be reticent about attacking those in receipt of income support payments.  The incentive structure the Government has set up is a primary reason for why long-term unemployment is difficult to reduce in Australia.  

Government should seek to introduce the most systematic reform possible.  A range of reform proposals have been put forward (see box below).  The most ambitious reform program would involve reconfiguring the tax and social security systems in order to ensure means tests do not overlap and that those receiving benefits in the range in which benefits are being reduced do not pay any tax.  The opportunity for such wholesale reform may not present itself for some time.  So more limited measures involving tax credits to reduce the effect of the effective marginal tax rates should be considered.  This can be based on an expansion of the Working Credits scheme that has just been adopted by the Parliament, beyond the $1000 annual limit.

Rather than endorsing one specific reform proposal over others at this stage, Catholic Welfare Australia calls on the Government to evaluate reform proposal from the following principle of equity:

the effective marginal tax rate facing low income earners be no more than the top marginal tax rates faced by the nations higher income earners.  

This principle may not be able to be applied in all cases.  Still, as a basic framework principle for welfare reform it ensures that the system is not regressive in terms of marginal tax rates.

Options to reduce effective marginal tax rates

The UK Working Families Tax Credit Scheme

An earned tax credit system for low income families with additional tax credits for children or those with disabilities.  The scheme has recently been extended to provide a tax credit to single persons (Working Tax Credit). 

The US EITC Scheme

A 40% refundable tax credit to low income families with two or more children up to a maximum of US$3556 (smaller credit for a family with one child).  The credit phases out as incomes rise from US$12,000 to $29,000.

The Keating/Lambert proposal

The means test for various types of family payments is consolidated into a single test.  A tax credit would be incorporated into the payments and phased down at 30 per cent.

The Dawkins proposal
A negative income tax system approach could be adopted.  Under this model the income tax credit to reduce effective marginal tax rates is not conditional on previous tax contributions by an employee.

The “five-economists” plan

This is general call for reform of the effective marginal tax rates to be made conditional on a freeze on award safety-net wage increases for 4 years.  

The Government embark on a major reform initiative to restructure the tax and social security systems to minimise disincentive and poverty traps.  The guiding principle of this reform package should be that the effective marginal tax rate facing low income earners be no more than the top marginal tax rates faced by the nations higher income earners.  Reforms could include:

i)
a significant expansion of the Working Credits Scheme recently adopted by the Parliament above the $1000 annual limit;

ii)
implementation of a modified form of the successful US EITC scheme or the Working Families’ Tax Credit scheme in place in the UK;

iii)
adopting the Keating/Lambert proposals to consolidate the means test for all forms of family assistance with a common phase out rate of 30%;

iv)
introduction of genuine negative income tax system which eliminates overlapping between the tax and social security systems (for lower income families and individuals).

3.2 Poverty proofing by reducing unemployment

Unemployment (and particularly long-term unemployment) is a major cause of poverty in Australia.  Conversely, employment and specifically full time employment has the potential to alleviate or eliminate poverty. The Catholic Church is committed to serving the poor, and this commitment means that the link between poverty and unemployment or the undervaluing of employment is of particular concern to the Church.  Pope John Paul II stated in his landmark Encyclical Letter, Laborem exercens (On Human Work):

...the "poor" appear under various forms; they appear in various places and at various times; in many cases they appear as a result of the violation of the dignity of human work: either because the opportunities for human work are limited as a result of the scourge of unemployment, or because a low value is put on work and the rights that flow from it, especially the right to a just wage and to the personal security of the worker and his or her family.

Catholic Social thought understands work as much more than simply a contract of labour services for hire.  Employment is the means by which we express our inherent humanity and dignity.  Access to employment opportunities commensurate with the skills and capacities of a worker is a basic right.  This is a central feature of the writings of Pope John Paul II.  Consequently, Government has an obligation to ensure that all measures possible are adopted to maximise opportunities for all who seek paid employment to find meaningful and rewarding work at just remuneration.  

Catholic social teaching calls for distributive justice throughout the economy.  Work opportunities should open to all who wish to be in paid employment.  This flows from the pursuit of the ‘common good’ referred to in Section 1.3. In 1961, Pope John XXIII counselled:

… that the economic prosperity of any people is to be assessed not so much from the sum total of goods and wealth possessed as from the distribution of goods according to norms of justice, so that everyone in the community can develop and perfect him or herself.  For this, after all, is the end toward which all economic activity of a community is by nature ordered. 

Economic prosperity must be for the good of all.  The economy is for people; not people for the economy.

Government has an ethical obligation as a matter of justice to undertake all possible measures to reduce unemployment.  This challenge is too serious to approach naively.  Facile calls for Government simply to employ those who cannot get jobs will not solve the essential rigidities in the labour market.  Unemployment is a result of the mismatch between skills demanded and skills supplied.  This mismatch can take a number of forms including primarily:

· geographic mismatch where the people available for work are not located in the same areas as the available jobs;

· experience/knowledge/skills mismatch where the people available for work do not have the necessary work/training experience to fill the available positions; and

· the result of personal barriers (such as mental health issues, disability, language skill, homelessness etc) which impede the capacity of a person to compete in the labour market.  

The policy imperative is that Government must focus its attention on correcting this mismatch of skills supplied and demanded. 

Active labour market programs:

Active labour market programs and assistance are a principal way that a Government can address the mismatch of skills in the labour market to reduce unemployment.  In turn, this will assist the Government to meet its obligations of poverty reduction. The value of a person’s labour tends to decrease the longer they remain separated from the labour market.  This places strong emotional demands on the job seeker.  It is very difficult to retain the confidence needed to break into a competitive marketplace when numerous attempts have not been successful.  The Government has tried to address this factor through the Employment Services Contract (ESC).  Catholic Welfare Australia notes that the Intensive Support initiatives under the third Employment Services Contract (ESC3) recognises that providing more active assistance earlier on in a person’s experience of unemployment will have a greater potential to reduce the person moving into long-term unemployment.   Catholic Welfare Australia acknowledges that the “jobseeker accounts” and “training accounts” which will be managed by Job Network Providers give additional flexibility to providing individualised support services to people suffering from unemployment.  

These Job Network initiatives are not a panacea for the social malaise of unemployment.  While Catholic Welfare Australia welcomes many of the improvements made in the new Job Network arrangements, our Member Agencies are concerned that the Customised Assistance element of Intensive Support offered to long-term jobseekers runs out after two periods on this assistance. What will happen to these people – are they just going to be forgotten or destined for a life of unemployment?  It is the view of Catholic Welfare Australia that many of these people will need further support to overcome their barriers to engaging with the labour market.  It is precisely for people with these types of barriers that the effective Personal Support Program was established.  This program assists people who are more vulnerable to social isolation and require a bridge between short-term crisis assistance and employment-related assistance.  The program does recognise the complexities that many people face in making life transitions including moving back into the workforce.  Catholic Welfare Australia recommends that more places be created under the Personal Support Program to assist those jobseekers who have not been able to secure an employment outcome following two periods of Customised Assistance through the Job Network.

Active labour market assistance should also be targeted at changing the incentive structure that unemployed persons face.  These structures are heavily influenced by the Government tax and social security arrangements (see section 3.1 on Welfare reform).  This Government has chosen to approach this issue through mutual obligation.  This involves the creation of tough participation agreements between Newstart and Youth allowance recipients and Centrelink.  Strict compliance regimes are applied to the jobseeker as part of meeting activity tests (training programs, ‘work for the dole’ etc).  If these tests are deemed to have been broken (breached), it can lead to enormous financial penalties being applied.  This breaching has reached such high levels that it has attracted the attention of budget policy makers who see it as a source of potential savings.

Far from being good fiscal or welfare policy, this is seen by Catholic Welfare Australia as an admission of failure by Government.  A core element of the Government’s obligations are to provide income support for those genuinely in need of assistance.  The Church insists that the provision of adequate unemployment benefits is a fundamental duty of the state.  As Pope John Paul II stated in his Encyclical, On Human Work:


The obligation to provide unemployment benefits, that is to say, the duty to make suitable grants indispensable for the subsistence of unemployed workers and their families, is a fundamental duty springing from the fundamental principle of the moral order … namely the principle of the common use of goods or, to put it another and still simpler way, the right to life and subsistence.

In the case of those unemployed or otherwise disadvantaged the state must act:


… according to the principle of solidarity, by defending the weakest  … and by ensuring in every case the necessary minimum support for the unemployed worker.

These perspectives do not necessarily mean that an enforcement mechanism should not be applied to safeguard against fraud and abuse of the social security system.  Moreover, a just system of income support should also embody incentive structures that encourage the move toward employment when this is practical.  The idea of an agreement between a beneficiary and provider of support services which specifies the expected level of participation between these parties can be helpful.  However, the right to subsistence should not be made conditional upon demands society may seek to place on individuals as part of compliance regimes.  Mutual obligation is inherently unfair and one-sided when it is used as a punishment.

These compliance mechanisms also carry two grave risks.  The first is that sanctions for non-compliance become defacto mechanisms of seeking to reduce government expenditure.  Decisions that involve attempts to target budget savings from those most marginalised in a community are immoral. This violates the principle of the serving common good via a preferential option for the poor. The second risk is that enforcement mechanisms play to the prejudices of those who cannot find within themselves the generosity of heart to feel compassion for those less fortunate than themselves.  This is not a sound basis for an ethical approach to public policy.

Government emphasis on compliance regimes with tough penalties is not the most effective strategy available.  The problem with this approach is that it is based on the assumption that a person will respond to the threat of financial sanctions.  This is a model often applied in society, as in the case of tax evasion.  However, individuals faced with the day to day difficulties of trying to survive on a very low income are in a very special circumstance.  They are marginalised in society and often emotionally disempowered.  The compliance régime is very complex and it is likely that many beneficiaries will simply not understand it.  Is it realistic for Government to expect people in this situation to be able to effectively respond to the compliance régime?  Is it not inevitable that many will breach these agreements?  If so, is this measure not an effectively hidden form of taxation, and levy on the poorest in the community?  If the Government’s aim is really compliance and not saving money, then it should hypothecate all moneys received from breaching back into programs like the Personal Support Program or Intensive Support under the Employment Services Contract.  This would add more balance to the mutual obligation arrangements.

The outcome of reducing long-term unemployment can be more effectively achieved through a system of positive incentives.  Given that persistent unemployment is usually the result of a mismatch between a person’s skill set and the available jobs, the best strategy is to encourage unemployed persons into vocational or tertiary training.  Catholic Welfare Australia acknowledges that the “training accounts” attached to jobseekers to assist them access training and education opportunities are beneficial to both jobseekers and Job Network providers.  However, Catholic Welfare Australia is concerned that the payment structure for outcomes under the Employment Services Contract acts as a disincentive for Job Network providers to access the funding provided under the training accounts because outcome payments are not provided where jobseekers access training/education opportunities with this funding.  This disincentive structure may be to the detriment of many unemployed people.  It is recommended that further consideration be given to enhancing the incentive structure for Job Network Providers to access the training account funding through outcome payments if jobseekers complete training (for example, with payments on completion of first and second semester).   

There is scope to improve the incentive for unemployed and particularly long-term unemployed people to enter the labour market.  There may be a case for actually providing a cash payment for long-term unemployed jobseekers who undertake and complete a recognised course which will provide relevant skills needed in the local labour market. The payment would be paid to the jobseeker upon graduation.  If a long-term unemployed person enters formal education and graduates the recipient could be given a tax free award of $1000 per year of study completed.  

The ‘Work for the dole’ program requires special attention.  If the program is deemed to be effective then it should be renamed immediately.  This is because the current title plays to prejudices of those who see unemployed persons as social liabilities.  It also suggests that being unemployed and being in paid employment are proximate situations, that in some way the Government is the ‘employer’ of the jobseeker.  This is a bizarre and rather farcical viewpoint.  Newstart is no substitute for paid employment.

Collaborative infrastructure investment to reduce unemployment and poverty:

Government may be able to stimulate unemployment in disadvantaged areas and reduce poverty by well-targeted infrastructure investment.  Government intervention in the marketplace is sometimes justified on an ‘a priori’ basis because of market failure or missing markets.  However, this is not the only basis for Government involvement in the provision of commercial activities.  The Government may seek to fund special projects for social policy reasons alone.  There seems little reason to accept the ‘a priori’ basis of market failure while not also to accept an ‘a priori’ ethical basis for intervention to reduce poverty.  Surely economic efficiency is less of a natural social good than reducing poverty.

There are opportunities for Government to use infrastructure investment to reduce poverty.  The case of investment in environmental infrastructure projects is a possible example.  Australia faces major environmental problems associated with salinity and water management.  Although some of the problem relates to inefficient pricing, it is likely that considerable public infrastructure expenditure will be called for.  By entering into a collaborative partnership with industry the Government can seek to target such infrastructure investment in areas of greatest disadvantage.  The associated job creation and economic activity will give greater scope to reduce unemployment and poverty in targeted areas.  Other examples of such projects are: increasing decentralisation by improving the infrastructure of Australia’s provincial cities and towns; repairing river systems; improving public transport; beautifying urban and suburban landscape; and expansion of public housing
.

Distribution of Work:

The Australian labour market now offers a fragmented and less secure employment for many Australians.  This is seen through the rapid rise in the level of casual and part-time positions.  While some members of the labour force may prefer part-time or casual employment, many Australians are seeking more work and increased income levels.  According to the Australian Bureau of Statistics, in September 2001, over 27% of the labour force was part-time, and of these part-time workers, 24% wanted to work more hours
.  Using NATSEM poverty estimates and analysis, 4.6% of Australians who hold a full-time job live in families that are in poverty, increasing to 11.7% among Australians aged 15 and over who are working part-time.  The poverty risk further increases to 17% of Australians not in the labour force.
   While these estimates have been disputed and the ABS is reviewing the survey method used to estimate income levels, the basic point remains that the lack of access to full time employment opportunities is a primary driver for poverty.  This is supported by the analysis undertaken by Saunders (1996) for the Australian Bureau of Statistics in his claim that while labour force attachment reduces the risk of poverty, access to full-time employment virtually removes it
.  Saunders (2002) stresses that the relationship between unemployment and poverty is contingent on the welfare system as well as other structural factors, including the overall inequality profile.  In fact, Saunders stresses that access to full-time work is needed to protect people from poverty recognising that with part-time work growing in importance, coupled with increased casualisation of work and a trend to lower wages, a new class of ‘working poor’ is being created. 

In contrast, it has become evident over the last decade or more that those in full-time employment are working longer and harder.  Recent research has demonstrated that the weekly hours of full-time employees have expanded markedly in Australia, and more and more full-time employees appear to be working extended – and in many cases very extended – hours. 
  In the Working Hours Case, the Australian Industrial Relations Commission came to the conclusion that:

The evidence satisfied us that working time arrangements and patterns of hours worked have changed significantly in Australia over recent decades.  Weekly hours worked by full-time employees have increased over the past two decades from 38.2 in August 1982 to 41.3 in August 2001.  There has also been a substantial reduction in the proportion of workers who work what have traditionally been referred to as “standard hours”.  Extended hours are worked across a range of occupations, industries and income levels.
  

The widening gap between those who are already in employment and are working much longer hours and those who do not have enough employment is a concern of social justice.  The gap does not meet the guiding principle of distributive justice.  Indeed, it is clear that that the distributive mechanisms in the current labour market are leading to the entrenchment of distributive injustice.  A serious attempt at alleviating poverty would examine ways in which the opportunities for paid employment could be open to all who seek it.

Employment must guarantee a person access to a just wage if it is going to alleviate poverty.  Catholic Social Teaching calls for adequate levels of income support for each person and their family.  For those people in the workforce, the impetus is on governments to set laws and have infrastructure in place to ensure and support employers to pay a just wage.   An effective and equitable system of social protection requires not only a redistributive social security system and community services that provide adequate living standards, but also other policies which protect the incomes of the least powerful employees
.  Catholic Welfare Australia supports the recent call by the Australian Catholic Commission for Employment Relations for an inquiry into low-paid employees.

Create positive incentives for jobseekers to access training and education opportunities through reducing the disincentives that currently exist for Job Network Providers to refer jobseekers to training/education with training account funds.

Provide a tax-free cash payment of $1000 (per year of study) to long-term unemployed jobseekers who graduate from a recommended course of study paid on evidence of graduation.

Create more places in the Personal Support Program to assist those jobseekers who have not been able to secure an employment outcome following two periods of Customised Assistance.

Hypothecate any expenditure saved from breaching beneficiaries into labour market and support programs.

Examine approaches adopted in other OECD nations to rebalance working opportunities between different cohorts of the population.

Rename the Work for the Dole scheme.

Undertake an enquiry into low-paid employment.

3.3 Poverty proofing by supporting families in need

The pressure of unemployment and poverty places significant stress on relationships and families.  In turn, there is evidence that relationship breakdown, separation and divorce is a major economic setback for many families
.  Through its network of Member Agencies, Catholic Welfare Australia provides extensive family support assistance to families under pressure throughout Australia.  Our Member Agencies witness first hand the enormous stress that financial disadvantage places on families.

This wealth of experience certainly supports the view that the manifestations of poverty, exclusion of productive employment and exclusion from social participation and adequate resources, are not just individual experiences, but are experiences of entire family networks.
  It is the view of Catholic Welfare Australia that further resources should be directed to services that assist families in times of personal and potential financial crisis.  The Family Relationships Services Program funded by the Commonwealth Government does provide this form of support through a range of services including family relationships counselling, mediation and skills training.  In many cases, such support may help families work through financial difficulties and pressure and potentially prevent relationship breakdown.  It should be noted that there is a “user-pays” expectation within these services as they are not fully funded by the Government.  This further disadvantages low-income families.

The pressure on families is the human side of poverty.  It is for this reason, Catholic Welfare Australia recommends that support services to families should be strengthened.  To reduce services to families who may be struggling is a form of capacity deprivation for the families themselves and the communities in which they live.  It is of considerable concern to Catholic Welfare Australia that the services provided through the Family Relationship Services Program funded by the Department of Family and Community Services appears to be under threat as the Commonwealth Government has not provided assurance of future ongoing funding for the program.  These services have demonstrated how effective this support can be in helping families in difficult times.  Funding for such support services should be increased.

Guarantee adequate Commonwealth funding for the Family Relationships Services Program to ensure appropriate support is available to families experiencing conflict or who are in crisis.

3.4 
Poverty proofing by supporting Rural and Regional Australia

Rural and regional communities are generally poorer than metropolitan regions with unemployment often being the cause of financial constraints for many.  

Access to social services and subsequent lack of opportunities in the areas of education and health exacerbate the deprivation in these areas:

· Rural health workers report increased substance abuse, low morale, extreme stress and depression as well as long hours of work, which lead to greater risk of accidents and withdrawal from community activities and involvement.
 Suicide rates in all ages, loneliness, transport difficulties, lack of advanced education opportunities, a prevailing 'bush' culture of self-reliance, increasing rates of family breakdown, geographic isolation from social supports. Shortages of GPs, mental health nurses, psychiatrists and psychologists undermine the development of intervention strategies for all people at risk.
 

The situation for Indigenous Australians is particularly concerning:

· Rural poverty is most pronounced amongst Indigenous Australians.  This is evident in all areas of their lives.  Rural Indigenous Australians have a life expectancy 20 years less than non-Indigenous Australians and have twice the mortality rate of non-Indigenous rural Australians.
 Indigenous infant mortality is more than three times the national average.  There are higher rates of substance abuse and smoking prevalence is twice as high among Indigenous Australians.
 

· In education, less than 30% of Indigenous students nation-wide complete year 12, as compared to more than 70% for non-Indigenous students.  In the Northern Territory, there is very little secondary schooling outside urban areas, with at least 1000 Indigenous children having no school.  This lack of accessible secondary education facilities is reflected in the fact that only 1% of Indigenous people in the Papunya region aged 15 years and over participate in secondary education.
 

Whilst the Rural Health Alliance is addressing some issues of rural poverty policy makers are not taking the majority of concerns seriously.  

Structural causes of regional disadvantage are largely ignored and the prevailing approach allows for little more than palliatives for distressed regional communities.

Rural communities feel as if they are being left behind in the development of Australia and are no longer recognised or respected for the contribution they make to the nation.
 Little research has been done on the extent and nature of rural poverty
 so consequently development of policy and subsequent structural change has been minimal.

Further disintegration of rural communities will increase poverty.  Whilst the Federal Government's Stronger Regions, A Stronger Australia provides a framework for developing Australia's regions through the next decade
 it is vital that such frameworks bring about a realistic and equitable change for those most disadvantaged. 

The Catholic Church has made strong calls for action.  In the Australian Catholic Bishops Social Justice Statement, A Just and Peaceful Land: Rural and Regional Australia in 2001, the following challenges were proposed:

· That decisions on the continuation of such services as transport, health, police, post offices and schools in rural areas should be influenced by social considerations, not purely economic factors. Rural and regional Australians need committed local and government support;
· That employment be created by diversifying the nation's economic base;

· That bureaucracies and industries be decentralised for job creation;
· That detailed social analysis be conducted to determine needs of communities, why people leave and what would assist them to stay;

· That the poor in our communities be identified and proposals be developed to include them in local and government initiatives;

· That wealth be diversified and kept in a community through establishment of local banks or credit unions; 

· That initiatives be promoted to protect the land, water, environment and natural resources;
· That the need to keep or build community be emphasised. Drawing on local community skills and combining these with effective government resources and encouragement. 

Regions experiencing greatest regional disadvantage should be identified.  Objective tests could be applied in terms of income and non-income measures along the lines of the National Anti-Poverty Strategy in Ireland and the Roundtree Foundation in the UK.  The size of the regions to be classified should be determined by the availability of information on disadvantage.  As part of the co-ordinated approach to the National Strategy for Poverty Alleviation, the intergovernmental Council of Ministers responsible for reducing poverty could ensure that State, Territory and local Government produce these statistics.  Alternatively, this is another function that could be given to the Commission for Poverty Reduction.  

Once these areas of economic disadvantage have been identified, targeted programs can be applied.  Such schemes have been adopted with some success in the US at state level.
  These are related to the provision of tax credits for employers in affected areas who take on additional employees.  They receive a credit for state and local taxes.  The tax credits represents a significant portion of the employees wage, creating an effective wage subsidy scheme. 

Regional development tax credit schemes in South Carolina and Washington State
Various states in America have set up a system of incentives such as the 1,000 enterprise zones.  These zones have been created in areas of economic need and development as in rural and remote areas.  Companies making investment and providing job creation are provided with benefits usually in the form of tax credits and tax refunds.
 

South Carolina operates a scheme called the Job Development Credit.  Under this scheme, eligible business that enter into a “Revitalization Agreement” to maintain a specified level of employment and investment may apply to withhold a percentage of State employee taxes.  The quantum of this tax credit is based on the hourly wage rate paid to a new employee and the level of development of a county (less developed counties receive greater credits).   

Washington State operates the Distressed Area Tax Credit/Job Creation program. This is a tax credit for businesses located in specific areas (high unemployment counties, community empowerment zones or low income counties).    Companies receive a $4,000 credit per job where wages and fringe benefits exceed $40,000 and $2,000 for other jobs. 
Schemes of this nature could be considered in Australia.  In regions of economic disadvantage a tax credit could be offered to an employer who takes on new staff up to a fixed level (say 50%) of the new employee’s wage.  This subsidy could last for a fixed period (say 12 months) so that the employee’s attachment to the labour market is stabilised.  It would be prudent to first try this project as a pilot program in a known area of disadvantage and offering it nationally if this increases employment.

Zone Rebates could be increased.  The rebates are very low at present.  They could be substantially increased and brought forward as cash payments.  Areas of greatest disadvantage could be targeted.  This would significantly boost economic activity in the region, which should lead to greater employment opportunities.  There will be some rebates given to higher income ranges but this could be justified if economic benefits emerge in the local economy.  The use of zone rebates is also an economically efficient form of regional assistance as it does not distort pricing signals.  This is another area where a trial project could be undertaken.

This report has advocated collaborative ventures between Government and business to invest in infrastructure where social or environmental benefit can be identified.  Such projects could be targeted to areas of greatest regional disadvantage to stimulate employment.

Telstra’s level of services to remote and regional Australia has been a source of criticism.  Moreover, competition in the provision of retail telecommunications services is weak.  This lack of competition affects regional Australia, by increasing the costs of business which in turn reduces employment opportunities and increases disadvantage.   In the absence of further competition in this marketplace, it seems that full privatisation of Telstra would not serve to reduce regional disadvantage.

Adopt benchmarks to assess areas of greatest disadvantage in regional and rural Australia.

Substantially increase Zone Rebates in areas of regional areas of greatest disadvantage to stimulate economic activity.

Implement tax credit regimes as an effective wage subsidy for new jobs created in areas of greatest regional disadvantage based on practices implemented in various US State jurisdictions.

Retain Testra’s current levels of public ownership until the market for provision of rural telecommunications services becomes more competitive.


Undertake nation building projects under collaborative partnerships between Government and business to more adequately deal with major environmental problems including salinity and water management. The Government should target funding of such projects to areas of greatest disadvantage to stimulate employment and reduce poverty in those regions.

4.  Concluding remarks

This submission is a call to the consciences of all Australians.  As a submission to the Parliament through the Senate it is a challenge to all elected representatives and political parties to take the problem of poverty seriously.  

The submission recognises the difficulties of the situation of economic deprivation that many Australians face.  While rejecting naive utopian viewpoints that promise the impossible, it asserts that a significant reduction in poverty is possible.  Reducing child poverty by 75% of existing levels and adult poverty by 50% of current levels is realistic over a generation.

We choose the level of poverty.  This choice is implicated in how seriously we adopt anti-poverty strategies.  There is an emerging consensus in OECD economies that entrenched disadvantage can be reduced through coordinated strategies, key national institutions and increasing the national commitment to the task.  This will have some short-term costs but in the long-term will have large economic benefits and raise living standards by increasing labour force participation.  A National Strategy for Poverty Alleviation will also help to solve the problems of an ageing population by increasing the pool of contributing taxpayers.  Most importantly, it will enhance the wellbeing of all Australians by making Australia a fairer place, a country where even the severely disadvantaged have more quality of opportunity, more freedom, more participation, more dignity.

This submission asserts that we have a choice about what level of poverty exists in Australia.  But this claim relates to the practical task of structuring our policies and national strategies.  In moral terms, however, we do not have the luxury of choosing whether or not to take up the war against poverty.  Our shared responsibility for the society which privileges most but cripples some calls us to act.  Social justice is a moral imperative. We must choose the poor, express solidarity with them, fight for them, and treat their urgent needs as if they were our own.  To fail to do this, to fail them, is to lessen Australia, to weaken her, to devalue her, to impoverish her. This is something that should not be.

Appendix 1: Learning from Other Countries

Both the United Kingdom and the Republic of Ireland have developed national strategies for the reduction of poverty. There are a number of features from both strategies that can be taken as recommendations for Australian attempts to eradicate poverty.   While Australia does not have a unitary system of Government like the UK and the Irish Republic, the most important lesson to be taken from these strategies is that they exist as formally recognised attempts to eradicate poverty.    

4.1 The Republic of Ireland’s National Anti Poverty Strategy

In 1986, the Combat Poverty Agency was established in Ireland as a statutory body whose commission was to ensure that those who were at a high risk of poverty had their needs considered in the development of policy. Following the United Nations World Summit for Social Development in 1995, the National Anti Poverty Strategy (NAPS) was established in 1997 as a governmental commitment to a ten year plan for the reduction of poverty. Ireland’s NAPS focused on five key themes including income adequacy, unemployment, educational disadvantage, rural poverty and disadvantaged urban areas. Each of these themes were set a target for the reduction of poverty within their respective areas, and a global target was also set as an overall aim.   

A number of principles was also established to provide a framework for the strategy. These included:

· Ensuring equal access and encouraging participation for all;

· Guaranteeing the rights of minorities, especially through anti-discrimination measures;

· The reduction of inequalities and, in particular, addressing the gender dimensions of poverty;

· The development of the partnership approach, building on national and local processes; 

· Actively involving the social partners; 

· Encouraging self-reliance through respecting individual dignity and promoting empowerment; and

· Engaging in appropriate consultative processes, especially with users of services.

The NAPS also established some poverty proofing guidelines that aimed to sensitise policy makers to the poverty dimensions of policies.  Poverty proofing is:

…the process by which Government Departments, local authorities and State agencies access policies and programmes at design and review stages in relation to the likely impact that they will have or have had on poverty and inequalities which are likely to lead to poverty, with a view to poverty reduction.

These guidelines stated that any significant policy proposals must, indicate clearly the impact of the proposals on groups in poverty or at risk of falling into poverty in the case of significant policy proposals,
 and these guidelines became obligatory on all departments due to the secondary effects of policy on poverty.

The institutional structures that embodies the NAPS framework includes a Cabinet committee, a senior officials group to support the committee, an inter-departmental policy committee to drive the strategy, a NAPS unit in the Department of Social, Community and Family Affairs, NAPS liaison officers in government departments, and the Combat Poverty Agency whose role is to monitor and evaluate the role of NAPS in eliminating poverty. 

Ireland’s measurement of poverty has relied upon data collected from the Living in Ireland Survey conducted and analysed by the Economic and Social Research Institute in cooperation with the Combat Poverty Agency and the Department of Social, Community and Family Affairs. The original NAPS produced a 10 year target in 1997 to reduce poverty from 9-15% down to 5-10%. However, analysis of data collected between 1997 and 1999 indicated that the program had been far more successful than originally anticipated and a new target was set to reduce overall poverty to less than 5% by 2004. Due to its sensitive nature and influence upon intergenerational poverty, the targets for child poverty have been more ambitious and currently stand at less than 2% by 2007. 

The framework document of the NAPS review produced in 2001 identified the problematic nature of attempting to formalise what, in the end, needs to be an expression of the sentiment of solidarity. The review stated that compliance to these guidelines were of a formal nature only and did not have a significant impact on the actual perceptions of policy makers in regard to poverty issues.

4.2 The UK poverty reduction strategy

The United Kingdom has also developed a national strategy for the eradication of poverty founded in the Opportunity for All Program. The Department for Work and Pensions first developed an evidence-based strategy for tackling poverty and social inclusion in 1999. Over the four years that the Opportunity for All report has been released, the issues relating to poverty eradication have varied, particularly as other government units and strategies were established to work specifically on targeted areas. Nonetheless, the Opportunity for All program has annually assessed the symptoms and causes of poverty and established strict and challenging indicators to be able to chart progress in tackling these underlying causes. Like the NAPS, Opportunity for All is currently focused on certain main elements, although it was previously centered on particular client groups.
 

The data collection and analysis contributing to the Opportunity for All report is coordinated by the Department’s Information and Analysis Directorate: Social Research Division. Many of the research projects are externally contracted and the Social Research Division maintains close links with the Joseph Rowntree Foundation, one of the two main funding bodies of social security research. 

The UK’s approach to poverty reduction varies to that developed in the Irish Republic. Unlike Ireland, the UK have no statutory authority responsible for the reduction of poverty. While many of the NGO’s maintain a public scrutiny of the research and efforts conducted by the Department for Work and Pensions, poverty strategies have no independent standing from government. However, this once again far exceeds any Australian attempts at poverty reduction as the UK have at least managed to produce indicators for poverty reduction.

The UK’s newly developed tax credit system is also admirable. The Working Tax Credit (WTC) scheme is not unlike the Australian Family Tax Benefit scheme, but it is extended to those who are working and either do or do not have children. It is a tapered means-tested system offering financial relief to those on low incomes. For those families that have children, the newly formed Child Tax Credit (CTC) can be received in conjunction with the WTC and is also means-tested. One of the greatest components of both the WTC and the CTC is that there exists a threshold which allows for some increase in income.
 Such a threshold somewhat negates the major problem with the Australian Family Tax Benefits – end of financial year debts.  

The UK Government has clearly recognised the implications of unemployment and its unequivocal link to poverty.  Under the UK Strategy, employment is vital in the fight against poverty and social exclusion.  In the UK Strategy, employment is recognised to have the following benefits: 

· Work allows people to build up contacts and networks that help alleviate social exclusion;

· Getting people into work reduces the transmission of poverty to their children (it is recognised that children in non-working families have an increased risk of being unemployed themselves in adulthood);

· Having work is the best way to ensure security into retirement, halting the passing of poverty through people’s lives; and

· Communities benefit from higher employment as those in work have more money to spend, benefiting the local economy and attracting new investment.

The UK’s approach to tackling unemployment has three complementary strands:

1. Making Work possible – through:

· maintaining a strong and stable economy;

· Providing an active welfare system (which provides an all important safety-net and in doing so it also provides people with the opportunities they need to fulfil their potential); and

· Targeting help at particular groups (sole parents, people with disabilities, older workers, people from ethnic minority backgrounds, people from disadvantaged areas) and improving employment opportunities for workless households.

2. Making work pay – ensuring that people are better off, and know they will be better off, in work than they are on benefits.  This has involved the introduction of the National Minimum Wage, tax credits and extra financial assistance for people moving from benefits into work.

3. Making work skilled – providing people with the widest possible opportunities to learn and train throughout their lives and ensure that the skills people have meet the needs of employers.

It is also worth noting that the UK Government is held publicly accountable for a range of measures to tackle poverty and have set comprehensive performance indicators which are publicly reported and which track performance since 1985 to the present.  For example, some of the publicly reported performance indicators relating to employment are: 

· An increase in the proportion of working-age people in employment, over the economic cycle.

· An increase in the employment rates of disadvantaged groups – people with disabilities, lone parents, ethnic minority people and older workers – and a reduction in the difference between their employment rates and the overall rate.

· A reduction in the proportion of working-age people living in workless households, for households of a given size over the economic cycle.

· A reduction in the proportion of working-age people without a qualification.

· A reduction in the number of working-age people living in families claiming Income Support or Income-based Jobseeker’s Allowance who have been claiming these benefits for long periods of time.

4.3 What we can learn from the Irish and UK strategies

While we could not simply adopt either of these models without adjustments, there are obvious similarities, particularly in the symptoms and causes of poverty, between Australia and these European countries.

· There is certainly enough research that has been conducted within Australia to clearly identify reoccurring themes that are indicative of the existence of poverty. With a unified effort, these key areas can become central to a strategy formulated to eradicate poverty. The advantage of identifying such key themes and then maintaining them within a single strategy is that the interrelationship among themes can be appropriately considered thereby successfully addressing multiple themes simultaneously. The alternative to a unified strategy is a fragmented approach whereby one theme may be identified and addressed in a manner that negatively impacts upon another theme thereby nullifying the overall achievements for poverty eradication. 

· The clear establishment of benchmarks and performance indicators is critical to assist in the evaluation of Australia’s strategy to eradicate poverty. Benchmarking provides us with an opportunity to measure our progress both globally and domestically. If the aim to reduce poverty is non-specific then the assessment of methods to eradicate poverty become unreliable and a longitudinal approach cannot be maintained. The use of benchmarking allows for a flexible approach to targets which can be reassessed depending upon domestic and global circumstances without losing sight of the global strategy.

· There is a clear need to establish a more solid relationship between poverty proofing guidelines and a culture of solidarity. The de-humanisation of poverty makes it easy for poverty proofing guidelines to simply be another formula for bureaucratic decision making. While not denying the great benefit that such guidelines could have in policy formulation given the correct cultural milieu, the need for these guidelines to be more than formulaic is essential to the success of a national strategy. Policy makers in particular must be genuine in their desire to assist the disadvantaged.  

The UK’s Opportunity For All Program continues to use reference groups for its data on primary indicators, whereas the NAPS appears to be focussed more on the reduction of poverty within themes. A cross-examination of themes and reference groups should provide us with in-depth data on the manner in which the various themes of poverty are more or less relevant across certain sections of Australia’s population. For example, the consideration of unemployment (theme) and youth (reference group) would help to identify the special needs  of the young unemployed.
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