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 FAMILY POVERTY and FERTILITY IN AUSTRALIA

SUMMARY : “Marriage break-up rather than unemployment is the main cause of poverty in Australia.” (Monash Centre for Population and Urban Research 1997). Poverty exacerbates Australia’s plummeting fertility rate. An overhaul of the tax system is needed to encourage couples to have children.  It is in the nation’s social and economic interest that families remain intact and reproduce.

The family is acknowledged by the United Nations in its Covenant on Civil and Political Rights as “the natural and fundamental group unit of society entitled to protection by society and State.” It is of primary importance to maintain the viability of marriage and to provide the foundation that a couple need to raise children in Australia.

Do all married couples have the economic capacity to raise a family?

In this submission we compare the total income of the sole parent family with a low and middle income two-parent family to show their disposable income. In 1973, Professor Ronald Henderson estimated a poverty line using a reference two adult, two child family set at an income equal to the value of the basic wage plus child endowment payments (later called family allowances). This poverty line is updated each year and is the disposable income after the receipt of cash benefits from government and after payment of personal income taxes to government to meet their needs for shelter food and clothing, education and health”. The poverty line has come to be known as the Henderson Poverty Line (HPL). 

The Melbourne Institute of Applied Economics and Social Research updated poverty line for Australia to the June quarter 2002 is quoted along with our estimated disposable income for 7 family units of 2 adults and 2 children. To achieve this we identified and costed a list of necessities regarded as such by a majority of the population. They are shelter $155 for a 2 bedroom residence, food $130, clothing & household items $50, electricity $25, telephone $20, bus fares $15, school expenses uniforms, organised school productions and incidentals $10, repayments on a modest loan for a car $39, registration and petrol $30.

Total cost of necessities per week amounts to  $484  for a 2 adult and 2 child Tasmanian family. 

Please note that there is no heating, holiday, gift, entertainment or prescription costs included. Each family unit needs to budget very carefully in order to have the funds on hand to pay recurring bills.
BELOW ARE LISTED WAGES AND CENTRELINK BENEFITS AVAILABLE TO FAMILIES @ 31.1.’03, DISPOSABLE INCOME AFTER PAYMENT OF RENT, COST OF LIVING  AND THE CURRENT HPL FOR EACH FAMILY UNIT.

Couple with two children aged 5&7 one parent working, paying rent $155 pw.

SDA enterprise agreement wage for a Service Assistant, $548 per week 2.2.’03 minimum award $490. Low job security.

Net  $444after tax.

Private rent of $155 per week (Tas.)

Family Tax Benefit Part A - $253.40 per fortnight

Family Tax Benefit Part B - $ 75.88 per fortnight

Rent assistance - $107.94 per fortnight

Health Card, Child Care Benefit - 100% 1 child, 104.51% 2 children.

HPL   = $426.74pw
Disposal income  after rent  = $506pw 

Expenditure   = $484pw 

Balance=$22 pw 

________________________________________________

Couple with  two children aged 5&7 neither parent working, paying  rent $155 pw.

Newstart Allowance - $338.10 per fortnight

Parenting allowance - $338.10 per fortnight

Family Tax Benefit Part A only - $253.40 per fortnight

Rent Assistance - $107.94 - per fornight

Health Card, Child Care Benefit - 100% 1 child, 104.51% 2 children.

Exempt from School Levies, organised school productions and incidentals.

HPL  $371.23pw
Disposable income after rent = $363.pw

Expenditure = $484pw

Deficit = $21pw

_______________________________________________

Sole parent with two children aged 5&7 paying private rent of $155 pw with no other income.

Parenting payment - $435.20 per fortnight

Family Tax Benefit Part A - $253.40 per fortnight

Family Tax Benefit Part B - $75.88 per fortnight

Rent Assistance - $107.94 per fortnight

Pension concession card. School levies covered.

Child Care Benefit - 100% 1 child, 104.51% 2 children

Exempt from school Levies

HPL $285.56 pw

Disposable income after rent = $333pw.

Expenditure = $387pw (estimate 0.8 of $484)

Deficit = $54pw 

Sole parent with two children aged 13&15 and paying private rent of $155pw with no other income

Parenting Payment - 435.20 per fortnight

Family Tax Benefit Part A - 321.44 per fortnight

Family Tax Benefit Part B - $75.88 per fortnight

Rent Assistance - $107.94 per fortnight

Pension Concession card. 

Exempt from School Levies

HPL $285.54pw
Disposable income after rent = $315.23pw.

Expenditure = $436 (estimate 0.9 of $484)

Deficit= $121pw

Same single parent with one dependant aged 15 and paying private rent of $155 per week no other income. Older child still at home.

Parenting payment - $435.20 per fortnight

Family Tax Benefit Part A - $160.72per fortnight

Family Tax Benefit Part B - $75.88 per fortnight

Rent Assistance - $107.94 per fortnight

Pensioner Concession Card. 

Exempt from School Levies

HPL $215.77pw
Disposable income after rent = $234.87pw.

Expenditure =$436 (estimate 0.9 of $484)

Deficit  = $201pw.

______________________________________________

Same single parent a year later on New Start because of youngest child turning 16. Two young adults at home

Same expenses, $155pw. rent

New Start allowance $374.90 per fortnight

Rent Assistance - $92.00 per fortnight

Health Card

Youth Allowance often but not always paid into parent’s account

Exempt from School levies

HPL $142.01pw
Disposable income after payment of rent= $78.45pw. This  dramatic drop in income is meant to encourage the recipient to seek employment.

• Tasmanian unemployment rate 8.6, Australia 6.1 

A couple, two children one parent working receiving a middle income and some benefits, paying rent of $170pw.

Couple, two children aged 5&7 one parent working

Clerk earning $673 per week,
Net $528 after tax.

Private rent $170 per week (three bedroom house)

Family Tax Benefit Part A - $223.72 per fortnight

Family Tax Benefit Part B - $75.88 per fortnight

Rent Assistance - $89.32 per fortnight

Child care Benefit 93.94% 1 child, 99.96% 2 children

Does not get Health Care Card and unable to afford Health Insurance.

HPL $426.74pw.
Disposable income after rent = $553pw.

Expenditure = $484pw.

Balance = $69pw 

NOTE: Weekly expenses for a family with two children in other Australian states is greater due to higher rent, greater distances to travel, more costly car registration and a later model car. It is doubtful whether a mainland family could afford the car that is classed as a necessity in Australia. 

 •
Families barely manage with Government payments.

1. Poverty and inequality in the Australian family

Figures from Monash University’s Centre for Population and Urban Research show that family break up, rather than unemployment, is the main cause of the rise in poverty levels in Australia. (Seccombe, Mike “Break ups” ‘the main cause of poverty,’ Sydney Morning Herald, 22.9. 1997, p.6)

Living is hard for the growing number of sole parents, particularly the mothers who are the greatest number of welfare recipients. There are an increasing proportion of single parent families whose incidence of poverty is more than three times the national rate (the Australian Institute of Health and Welfare 1993). 

Housing costs are a huge problem for sole parent families and for many low-income family units in Australia. There were 840,000 income units below the poverty line according to Saunders in 1994. The waiting list for Public Housing is well over 2 years with rent calculated on 25% of the gross household income. Public Housing

is increasingly reserved for welfare recipients.

2. Has regard for the family unit been eroded? 

Married couples with children suffer considerable income disadvantages compared with couples without children. The Government provides two billion dollars for childcare and excludes parents from child care payments by not putting a value on mothers caring for their children at home. Choice for Families, a parent organisation, has shown that a two income family with an income of $60,000 and two children in childcare receive twice as much in Government assistance as does a family on $30,000 which cares for its own children - $8,000 versus $4,000 per annum. Parents perform a great deal of work that is not income producing, but is building a social infrastructure - the next generation.

3. Many marriageable men are not in full time work.

In a “Not so Perfect Match” Bob Birrell, Reader in Sociology shows that of 20% of men earning less than $15,000, 43% never married. Men who are unemployed or on low incomes are far more likely to be single or divorced than those on higher incomes. He found that an astonishing 32% of men aged 24-45 - the primary years of marriage and family formation - were not in full time work and earned less than $21,000 a year. Of the low income earners who had been married, 18% were divorced compared with just 8% of those earning over $52,000 a year. 51% of divorces in 2001 involved children. Relationship breakdown has direct implications for the immediate and long term well being of children and the “financial difficulties,  lack of assets and housing problems” cause children to be “worse off” (McDonald, P and Brownlee, H (1994) Australian Living Standards.
4. The impact of changing conditions on families and the effectiveness of  income support payments.

Marriage breakdown costs $2.5 billion annually. The high divorce rate is increasing the payment of Parenting Benefits to most divorcees and 335,000 single mothers and 24,000 lone fathers cost Australia more than $5 billion a year.(Rees, Peter, “Single Mothers costing Oz $5b, The Sunday Tasmanian, 25 January 1998, p.2.. Sole Parents families must be provided for and nobody begrudges their support but Australia faces a burgeoning welfare budget. One in three marriages ends in divorce and the fertility rate has dropped to 1.74 babies per woman. Taxpayer’s fund 100,000 abortions per year and the fertility rate is at an all time low. Is the large number of single mothers due in part to a couple being unable to afford to marry? It is often financially difficult for a couple to marry when a child is conceived and a woman may remain single in order to obtain adequate income and benefits. No material comfort can ever provide a substitute for an absent father.

5. Poverty in Australia today is a factor in the falling fertility rate.

 Australia is facing a future where it will be unable to maintain the Welfare State and keeping families united is in the nation’s interest. “Industry cannot pay every employee, on average, the wage required to support two adults and their children in civilised comfort. ...However, it can pay every employee, on average, more than is required to meet these needs for a single adult...a means must be devised of transferring some part of wages from the employee without dependents to the employee with a family” Dr. Lucy Sullivan, Journal of the Australian Family Association. 

A growing reluctance to accept responsibility for children places the nation in jeopardy. Financial incentives may be required to halt the declining fertility rate, the lowest on record. The present level of just 1.74 babies per woman compares with 3.55 in the early 60s. It is estimated that by 2030 the number of births will fall below the number of deaths for the first time since white settlement (ABS 1999). The shrinking tax base will pose a serious problem for the entire social welfare system as it has in other countries such as Germany, Spain, Italy and Japan where the aged pension has already been cut by 25% and the generational contract, the responsibility of the young for the old and weak no longer functions. Family viability requires serious attention to avoid any further drop in the fertility rate and a build up of intractable problems.

6. Use the tax system to benefit families with children.

There is urgent need to arrange family incentives and rebates through the Tax System rather than relying on complex welfare payments that are expensive and difficult to administer.  If marriage and family is to endure we must look at the cost of raising children and the social benefit that families provide against the spiralling wealth of those couples without dependants. The serious anxieties of families who feel themselves stuck on the margins of poverty in spite of their paid labour must be addressed.

A parent supporting children in a separate residence, the result of separation and divorce, (which may be no choice of theirs) is frequently impoverished and does not receive a tax rebate in recognition of their Child Support payments. The Child Support Agency claims 27% of the parent’s gross income for two children rising to 36% for three or more children. In America there are generous rebates that result in a much higher compliance rate. 

7. Retail industry knows the market.

Retailers recognise who has disposable income. Young singles are targeted for they are better off than they have ever been. There is no incentive for single people and “double income no kids couples” to forfeit their comfortable life style to marry and rear children.

RECOMMENDATION: “Return to the family.”  The League maintains that restoration of support for traditional marriage and family could benefit Australia economically and socially.

1.
Establish a living wage based on each of the four basic types of income unit; single people; married couples without children; married couples with children; and sole parents.

2.
Offer tax rebates for families with children. Reduce the tax burden through income sharing between spouses and/or taking into account the number of dependants supported by a wage earner. 

3.
A Maternity Allowance payable to all mothers over two years rather than “paid maternity leave” which benefits only those who work outside the home.

4.
Provide counselling to couples contemplating divorce so as to advise them fully as to the consequences of their decision. Surveys reveal that as many as 37% of people regret their divorce 5 years later and up to 40% believe divorce could have been avoided. 

5
Review the Family Law Act which, despite defining marriage as a “the union of a man and woman to the exclusion of all others voluntarily entered into for life,” seems to have removed all legal support for marriage except for those aspects of marriage which relate to custody of children and sharing of property.

