SUBMISSION OF THE TRANSPORT WORKERS’ UNION OF AUSTRALIA

SENATE COMMITTEE INQUIRY INTO POVERTY IN AUSTRALIA

1. The Transport Workers’ Union of Australia (“the TWU”) welcomes the opportunity to address the Senate on this important issue.

2. The TWU’s submission will concentrate on term of reference 2(a), but will also examine other aspects of the terms of reference.

What is poverty and how do we measure it ?

3. The starting point for inquiries into poverty in Australia should begin with the Commission of Inquiry into Poverty 1975 (“the Henderson Inquiry”).

4. In 1966 Professor Henderson had first developed the concept of the “poverty line” for use in Australia.
 

5. Poverty lines involve, as the Senate Committee is no doubt aware, an assessment of income or expenditure necessary to avoid a person being in poverty. A person having less than the relevant amount is determined to be in “poverty”, and vice versa.

6. In the Henderson Inquiry a range of poverty lines were developed depending upon median and mean income levels. Likewise there was the capacity when constructing poverty lines to use equivalence mechanisms to deal with the needs of a person with children and other dependents.

7. In particular this was something that could deal with the fact that the appropriate economic unit for poverty assessments was not always the individual but was more appropriately a household. 

8. The concept of the poverty line is now well understood and is applied in many countries. The most common form of poverty line is the one-half average income poverty line (that is persons having an income of  less than one-half of what the average person in Australia receives are in poverty), although measurements can include one-half median income or one-half average after payment of housing.  

9. In more recent years a significant debate has emerged between those who prefer “absolute” poverty mechanisms by comparison to the concept of relative poverty.

10. It is said, for example, the approach of using Henderson poverty lines and thereby calculating poverty by reference to a relative rather than an absolute standard is not a measure of poverty, but is a measure of inequality.
  

11. The TWU believes that while there is no question that there are certain absolutes in terms of an analysis of poverty, it cannot really be disputed that poverty is a relative concept.

12. Persons within the Australian community examine their circumstances by comparing their position with others in the Australian community. 

13. This involves an assessment of the nature of the standard of living in Australia. For example, persons in Australia who use the majority of their income, whether obtained by social welfare payments or income from employment, to purchase necessities and who are unable to have regular holidays, social outings, new clothes, or who require assistance with paying bills would be regarded as being “poor” in the Australian context. It is not necessary that a person exhibit every such characteristic, but it is clear that a majority of such characteristics will render someone as being poor in the eyes of the Australian community.

14. It is simply, in our assessment, implausible to examine the question of poverty in Australia by saying only that a person is poor if they are unable to obtain shelter, food or other basic necessities. 

15. In these circumstances the TWU submits that relative mechanisms for assessing poverty are the appropriate mechanisms.

16. However, notwithstanding this assessment of mechanisms for the assessment of poverty there are a number of different mechanisms for assessing poverty. These range from assessments of average income levels, to median income levels. They also include comparisons based upon expenditure and disposal income (that is, after necessities have been taken out).

17. While there is much to commend an approach based upon a one-half median income poverty line as a mechanism for minimising the statistical elements associated with the higher than average incomes, work done by the Social Policy Research Centre at the University of New South Wales, has demonstrated using budget standards that one-half median income was insufficient to allow Australians to fully participate economically in Australian society.

18. The TWU does not intend to canvass these issues in any great detail other than to note that there are a range of different poverty measures available to the Senate Committee when assessing this issue. Nevertheless we reiterate that relative poverty mechanisms appear to us to be best able to determine how poverty in Australia should be measured, and the appropriate mechanism to be considered.

(1)(a) The extent, nature and financial cost of poverty and inequality in Australia
19. Recent work undertaken on behalf of the Smith Family by the National Centre for Social and  Economic Modelling has detailed the extent of poverty in Australia.

20. This work has confirmed that there has been a rise in poverty in Australia whether one uses a Henderson line based upon the median level of earnings or the mean level.

21. Using the half mean income poverty line, poverty in Australia has increased from 11.3% in 1990 to 13% in 2000.

22. Using the one-half median income poverty line, poverty in Australia has increased from 8.2% to 8.7% over the same time period.

23. Irrespective of which form of poverty line is used, it is clear that, notwithstanding the growth that has occurred in the economy, and the decline in unemployment, there has been an increase in poverty as measured by the usual mechanisms for measuring poverty. 

24. As the researchers indicate at page 6 of their report, Australia has not been able to reduce poverty, notwithstanding the decrease in unemployment over the period.

25. While there is no doubt that there is a degree of correlation between poverty and unemployment, there has nevertheless been something of a change in the type of persons who are in poverty today compared to the mid-1970s.

26. There appears to have been an increase in the proportion of those persons who are unemployed who are in poverty. This would seem to be a result, in part, of the increase in the proportion of long-term unemployed and an increase in the duration of unemployment since the 1970s. 

27. There has been a substantial decrease in the numbers of aged persons in poverty compared to the 1970s. In part this is due to changes in the pension system which were instituted by the Hawke Government in the 1980s.

28. One of the growing areas of poverty in Australia is amongst those employed. This issue is addressed in the next section.

29. It has been demonstrated in the past that the welfare state plays a crucial role in the management of poverty. However it is the TWU’s submission that it is fundamental to the well-being of society that the poor are appropriately catered for. In the absence of this being met, the TWU submits that there has been a failure in the Australian economic system.

(1)(a)(ii) The extent, nature and financial cost of poverty amongst working Australians 

30. There is no doubt that there has been an increase in the level of poverty amongst working Australians. So much is true from the OECD’s Job Study of 1995.

31. In that study by the OECD there was recognition that there had been an increase in the incidence of what had been described as the ‘working poor’ in OECD countries.

32. The working poor were those persons who fell within the traditional definitions of being in poverty by way of the relative measures of poverty previously referred to, but were also employed.

33. Clearly the evidence of the OECD was that there had been an increase in the distribution of wages in Australia which in part had led to increased poverty amongst working Australians as a relative measurement.

34. This conclusion is also reflected in the conclusions of Eardley.
 In Eardley’s research it was confirmed that the existence of full-time employment no longer provided a safeguard from poverty. It was recognised that there had been a growth in poverty amongst working Australians and that this occurred not just in the area of part-time or casual employment but also involved an increase amongst those with full-time positions. 

35. The research of the OECD and Eardley demonstrates that there have been two root causes behind the increase in poverty amongst working Australians. The first of these is associated with the shift away from full-time work to part-time and/or casual employment. The second element is associated with the increasing disparity in labour market earnings.

36. The fact that much of the employment growth since the 1990s has been in part-time and casual areas rather than full-time employment has exacerbated this area of poverty with the growth of the working poor.

37. In the Smith Family Report referred to above, it was noted that while only 3.2 per cent of families whose main source of income is wages or salaries had incomes below the poverty line, this actually represented nearly 15% of all persons who were below the poverty line.

38. Further poverty rates in the report demonstrated that persons working part-time rather than full-time were substantially more likely to be in poverty. For example, families with one part-time wage and salary earner face a 22% risk of being in poverty, while families with one full-time earner only face a 2% risk.

39. This emphasises the importance of employment growth being for full-time employees rather than part-time. In the absence of employment being created for full-time persons rather than part-time persons, it is clearly the case that there is an increased risk in persons being in poverty.

40. The change in the wages system since the early 1990s has also had an impact on poverty levels in  Australia. The development of an enterprise bargaining system without significant “safety net” provisions to ensure that those who are unable to bargain effectively has meant that there has been a significant dispersion in outcomes in the earnings of employees.

41. The increased dispersion in income levels has the potential to lead to both increased poverty (in relative, and in some circumstances absolute, terms) for working persons but also has the capacity to lead to increased poverty amongst those without work. 

42. This is due to the nature of who it is that is unemployed.
 Such persons in many cases are unlikely to benefit from increased employment due to the nature of hiring which takes place. Further, any reduction in wages (either in real or particularly nominal terms) for those at the bottom end of the income distribution will lead to increased poverty.  

43. It is also important to realise that while the impact in a single generation of poverty can be an inability to fully participate in Australian society economically, across generations the problem is even greater. 

44. A body of research has demonstrated that poverty in one generation has substantial ramifications upon the education, income earning potential and numerous social indicators of the next generation.

45. In research work performed by Gregory and Hunter it is clear that poverty can be an issue which applies inter-generationally as well as in particular areas.

46. This research emphasises the need for policy to be developed to minimise poverty. In the absence of such policies the impact of poverty can create disadvantage both locationally (that is in particular areas) as well as over time. There is a substantial risk that the creation of inter-generational poverty can lead to persons becoming detached from Australian society with the result of increased crime and family disfunction.  

47. Furthermore every year the union movement provides anecdotal evidence concerning the position of low paid employees in the Australian economy to the Australian Industrial Relations Commission as part of the Safety Net Adjustment case. As part of the submissions of the union movement in each wage case a number of witnesses provide evidence of how their wages are spent. These employees are often above the absolute minimum wage rate in the award system, but demonstrate that they have to spend the majority of their after tax income on the necessities of life.

48. This evidence each year demonstrates that such persons struggle to ensure that the basic necessities of life are provided for. In the 2003 evidence provided by the ACTU it is shown that of the ten witnesses the necessities of life account for between 65% and 91% of the income of the witnesses.
 

49. This evidence demonstrates the crucial importance of wage increases provided pursuant to safety net adjustments to many working Australians. It is readily apparent that in the absence of such wage increases poverty amongst working Australians would be so much the greater.

(1)(a)(iii) The extent, nature and financial cost of child poverty in Australia

50. The TWU does not make any submissions concerning this term of reference other than to refer to the Smith Family report and its assessments of this issue.

(1)(a)(iv) The extent, nature and financial cost of poverty in Australian communities and regions

51. The TWU does not make any submissions concerning this term of reference.

(1)(b) The social and economic impact of changes in the distribution of work, the level of remuneration from work and the impact of underemployment and unemployment

52. There is no doubt that there has been a significant change in the composition of the workforce and the level of remuneration in recent times which has led to a change in the numbers and composition of those in poverty.

53. The increased proportion of the workforce which is employed in casual or part-time employment has increased the probabilities of the working poor.

54. It has been demonstrated that in the absence of sufficient welfare payments or appropriately designed tax scales those at the lower end of the income distribution can find themselves facing extremely high effective marginal tax scales and/or poverty traps.

55. Whilst there has been a decrease in the level of unemployed, the level of underemployment
 has not appreciably altered over the course of the 1990s. 

56. The failure to significantly reduce the level of underemployment in the Australian economy has meant that there continues to be a failure in the distribution of work and rewards notwithstanding the success in reducing unemployment.

57. It is worth noting that, in this context, the Accord generated greater employment than did the current institutional labour market (that is a labour market based upon decentralised enterprise bargaining).
 

58. The distribution of work and the level of remuneration in Australian society has led to concerns about the nature of income distribution in Australia.

59. Recent work by Gregory and others has referred to the phenomenon of the “disappearing middle” and the suggestion that in the Australian workforce there had been an increase in the income levels of those at the very bottom of the income distribution and those to the top at the detriment of those in  the middle income groups.

60. However in more recent years there has been some consideration of this assessment of the distribution of employment growth in the face of income distribution. Belchamber and Karmel et al both concluded that in actual fact there had been a lack of job creation at the lower end of the income distribution.
 

61. The result of the research seems to suggest that employment growth has been concentrated in part-time and casual employment.
 Given that these positions tend to be in the low wage brackets there is no doubt that there has been increased pressure at the low wage end of the income distribution.

62. The position of Harding and Richardson demonstrates that there are a number of different consequences associated with unemployment and the wage structure.

63. It is said by Harding and Richardson that a cut in the wages of the low paid  will only be helpful to the unemployed if a substantial number of low wage jobs and of all jobs are created. The probability is that if only a few jobs are created all low wage workers would be worse off by the cut in the wages of the low paid.

64. The interaction between low wages, poverty and unemployment is clearly substantial and complex and is not a simplistic “cut wages, increase jobs and everyone is better off” as is sometimes proposed by supporters of a cut in wages for the low paid. 

65. Further the distribution of work and the unemployed is that many unemployed reside in households where no individual is employed. It is said by Harding and Richardson that even an increase in the number of low paid jobs would not necessarily lead to a decrease in the level and persons who are unemployed. There might be just as readily be an increase in labour force participation or persons who were formerly underemployed.  

(1)(c) The effectiveness of income-support payments in protecting individuals and households from poverty

66. The TWU does not make submissions regarding this term of reference other than to refer to the Smith Family research on this question and the apparent failure of the income-support system to adequately ensure that Australians are free from poverty.

(1)(d) The effectiveness of other programs and supports in reducing cost pressures on individual and household budgets, and building their capacity to be financially self-sufficient  

67. The TWU does not make any submissions in relation to this term of reference.

(2) That the Committee also examine

(a) the impact of changing industrial conditions on the availability, quality and reward for work

68. The change in industrial conditions since the commencement of enterprise bargaining, and in particular, since the passage of the Workplace Relations Act 1996, has had a significantly detrimental effect on the availability, quality and reward for work in the transport industry.

69. The introduction of enterprise bargaining has not led to a massive increase in the availability of work. While unemployment has fallen since the beginning of the 1990s, this frankly has more to do with a long period of economic growth than falling wage levels.

70. Furthermore the change in the award system and its capacity to protect the lowest paid, that is those employees who are unable, either through lack of industrial strength or a decision of the employer, to pursue an enterprise agreement, has meant that there is an increased risk of persons becoming part of the working poor.

71. The changes involve the development of a deregulated wages system focussing on a “safety net” system with pay increases above the safety net to be available only through enterprise bargaining. This is to be contrasted to the previous system which had the capacity to regulate rates of pay through movements based upon industry or other relevant factors.

72. It is clear that minimum wages are a mechanism which can alleviate poverty. The Australian Council of Social Services (ACOSS) in its submissions to the 2003 Safety Net Review indicated that “decent minimum wages provide a critical ‘floor’ for the incomes of many low-income households. Without this floor, Governments would struggle to prevent widespread poverty among wage-earning households.” 

73. There is no doubt that minimum wages set at appropriate levels are a crucial mechanism for ensuring the lowest paid are protected from poverty. In the absence of such wages the numbers of working poor would be significantly greater.

74. While there has been an increase in the minimum wages for the low paid as a result of the safety net decisions of the Australian Industrial Relations Commission, and in spite of Opposition from the Commonwealth Government in many instances, Ihe major determinant for increased employment throughout the 1990s has been as a result of labour demand increases rather than a fall in the cost of labour or increased productivity.

75. However it has had a major impact on the reward for work. Many employees who would once have been adequately remunerated by the Award system ensuring that are now left to rely upon safety net increases as being the only wage increase available.

76. Safety net wage increases have varied from as low as $8 in the early 1990s to the most recent figure of $18 in the 2002 safety net decision issued by the Australian Industrial Relations Commission. 

77. The simple fact is that these increases have barely kept pace with inflation for many workers. 

78. While it is the case that the safety net increases in more recent years have been larger, and there had been a decline in poverty amongst working Australians between 1993 and 1997, there is no doubt that award wage increases are a significant means of dealing with poverty amongst working Australians.

79. However the failure of the Government to support such wage increases has led to a greater proportion of those in poverty being members of the ‘working poor’. The Howard Government has at no time supported a wage increase of the quantum that the Commission has granted.

80. It is clearly the case that had wage levels been higher at the bottom end of the wage and salary earner groups there would not have been as large an increase in the phenomenon of the working poor.

81. It is also the case that there have been increased use of AWAs in the private sector which has had a negative impact on the prospects of higher productivity and increases the prospects of persons working whilst in poverty.

82. Recent research concerning AWAs has demonstrated that such documents do not often taken a forward looking approach to how a company can be involved in a high productivity and growth path. Instead most such agreements involve a cost-cutting approach.
 

83. The impact has been to encourage a wages system which is not about providing “better” terms and conditions but about cutting labour costs.

84. The result in the longer term is pressure on wages across the economy and an increase in the probability of the working poor.

85. Further it has been made clear that AWAs which do not adequately account for fatigue in the transport industry may not serve the public interest.
 Unfortunately it does not appear that this recommendation (a recommendation made by all members of the Committee) has met with much joy in legislation or in the practices adopted by the Employment Advocate. 

86. The development of the non-union certified agreement stream has also led to lower levels of remuneration for many employees who work in this area. The Department of Employment and Workplace Relations quarterly survey for the December quarter 2002 again demonstrates that non-union certified agreements pay lower wage increases on average than agreements made with employees represented by unions.

87. The existence of AWAs and non-union agreements has encouraged a negative cost-cutting mentality in the transport industry. This approach which is focussed on cutting the costs of doing business comes at the expense of high productivity and high trust workplace cultures.

88. The impact is also found in an industry which exhibits regulation for driving hours and industry based considerations but fails to do so in relation to wages and working conditions. In particular the vast increase in the spread of normal hours in enterprise agreements and AWAs has led to risks for employees and public safety.

89. In the transport industry low levels of remuneration can have a significant ramification in terms of employee, and public, safety.

90. For example, the long distance industry is an industry much associated with public safety and employee safety.

91. These issues arise from the nature of work and in particular the nature of remuneration in the industry based upon “trip rates”. Trip rates are situations where the employee receives a set rate for the trip, irrespective of the number of hours worked. Work within the road transport industry includes numerous periods of being in control of the vehicle waiting at docks or other distribution facilities before being able to continue the journey.

92. In many such situations the driver is not being paid for this work, but this is part of the overall rate. The response, naturally enough for many such drivers is to seek to make the time up when driving. This entails one of two mechanisms. Firstly it involves increasing the speed of driving above that which determined the trip rate. The second involves increasing the number of hours “worked” to maximise the number of driving hours. 

93. Either response leads to increased risks on the driver and also the wider community.

94. The failure of the system to adequately provide rewards for work has been considered in a number of reports in this area. The House of Representatives Committee Report Beyond the midnight oil ? noted that the issue of companies being forced to tender at cut-price rates to remain competitive was a significant issue for the industry. The Committee noted that in these circumstances there was a particular risk of low pay which would encourage overly long driving or working hours.
 

95. The result can be injurious to the society and the drivers. So much has been made clear in the House of Representatives Inquiry referred to previously and also the Quinlan Report into the Safety in the Long Haul Trucking Industry.
 In that report it was made clear that the financial pressures that exist for employees (and owner-operators) would make it difficult to avoid compromising public safety.

96. Regrettably, however, the failure to allow industry bargaining in the wages system has meant that the transport industry has involved a dog-eat-dog situation where numerous companies tender at rates which lead to owner-drivers working long hours at unsustainable rates. 

97. It is the TWU’s submission that enterprise bargaining can benefit companies and workers (including owner-drivers). However what needs to be pursued is a mechanism with an appropriate and adequate safety net and the capacity for an industry by industry response. 

98. The TWU submits that the current legislation fails to deliver this.

(2)(b) Current efforts and new ideas in both Australia and other countries, to identify and address poverty amongst working and non-working individuals and households

99. While the TWU is aware of current efforts and new ideas which are emerging, the TWU does not believe that it is best placed to provide an assessment of these and does not intend to address the Committee on these issues.
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