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Senate Community Affairs Committee

Inquiry into Poverty in Australia

Summary

While standards of living in Australia have generally increased over the last few decades, there are still some major population groups in Australia which are afflicted by poverty.  Separated families are perhaps the largest group affected in a major way, and this situation has grown significantly worse over the last 10-15 years.

One of the most significant trends in Australia over the recent period has been the large increase in the number of fatherless families.  While other social trends have contributed to this unfortunate result, the LFAA considers that socially undesirable notions in family law and the administration of the family law have greatly accentuated the process.  

Much higher divorce rates, now running in Australia at three times the level of 30 years ago, have raised the issue of both child support and child access in a more acute way than in the past.  

Elaborate and heavy-handed bureaucratic solutions to the issue of child support, involving the government in a “Big Brother” role, have produced some modest improvements in amounts paid to custodial parents in some cases, but these improvements are less than claimed, and the cost of the administration of the current scheme is very high when compared with the putative benefits.  On the related issue of access by non-custodial parents to their children, governments have, by contrast, made the opposite error of far too little enforcement action, thus contributing in a major way to the phenomenon of fatherless families.

There continue to be poor design features in the scheme for collecting child support.  While on the face of it the cost of administration of the scheme is borne by taxpayers, in reality the parameters of the scheme have been set at level which ensure that the greater part of the cost is borne by non-custodial parents.  

There is strong evidence that the scheme in its present form, when combined with the operation of family law, provides encouragement in some cases to both unemployment and parental suicide.  The suicide rate for Australian men in the prime fathering age groups, the 20’s and 30’s, is now amongst the highest in the world, and continues to increase rapidly.  The ratio of male to female suicides in Australia rose from 2.1 in the 1980’s to 4.1 times in the 1990s.  It is worth noting that the suicide rate for men in the ACT in 1998 was fifteen times the rate for women.  A large proportion of these suicides occur as a result of family law-related problems.  Rates of drug taking by men have also greatly increased.  These trends are not helpful to the children of the men (and in some cases women) affected.

Unemployment in Australia, as in other English-speaking countries, is the most important cause of poverty, and anything contributing to unemployment is a cause of poverty.  About half of Australian children now spend an average of 8 years in families without an employed adult male.  This is a serious matter for the future of many of these disadvantaged children.  Given current parameters in the tax system and social legislation affecting inter-family transfers of income, poverty on the part of many working Australians is frequently translated into higher levels of poverty, through the people concerned giving up work.  It is very important indeed that governments develop a better understanding of the unemployment-creating effects of government legislation.

As well as the above, there are separated fathers (and mothers) who struggle on and continue to work altruistically for the benefit of other family members even though themselves poverty stricken. 

UNICEF made an assessment in 1994 that 17% of Australian children were living below an “international poverty line” as defined by that organisation.  Because of the rapidly increasing number of separated families and the reactions by many non-custodial parents referred to above, it is unlikely that the overall situation has improved much since then.  Part of the reason for this is that the government approach to the analysis of these issues has been too simplistic.

Rural regions are especially vulnerable to family break-ups that result, through court-ordered division of property between former spouses, in the loss of economic viability of farms that may perhaps have been in the family for generations.  This issue is not being adequately addressed by either legislation or court practice.

Apart from the effects of unemployment, non-custodial parents also tend to be in occupations and industries where earnings have been increasing more slowly than for other groups in the population.  

Income support payments available to men and women who are unfavourably affected in their employment activities as a result of badly designed social legislation are in many cases ineffective.  For fathers maintaining or attempting to maintain contact with their children, there are virtually no programs and/or supports for reducing cost pressures on budgets and building capacity to be financially self sufficient.  There are only heavy cost burdens placed on these people by governments.  There are very high marginal rates of compulsory payments on their incomes, in some cases of 92% and more, i.e., far above the level at which it would make any sense for many of these individuals to put in the effort required to earn the extra income in question.

There are estimated to be about 300 refuges for women and children in Australia at present.  There is, however, only one such refuge for men and children.  This latter was established by the LFA in the ACT, and then handed over by an incoming (ALP) government to an organisation which included individuals who had previously expressed the opinion that there was no need for such a service.  In spite of the notable success of MAACS and the high praise it received from its clients, and a Territory government which now, after the event, supports the concept, other State governments (also ALP) continue to claim that there is no need for any such service in their areas.  The reality, however, is that refuges such as MAACS could play an important role in, by allowing “time out”, taking the pressure off many difficult marriages.

The relative decline in levels of male full-time employment and the relative increases in levels of female employment in recent decades have both a cause and an effect of some of the trends identified above, and social legislation is not handling this changing situation well.  Efforts currently being made to identify and address poverty amongst working and non-working individuals and households are evidently not working for many separated parents, and especially non-custodial parents. 

It is noteworthy that the birth rate in Australia has now reached the lowest level ever recorded, and that on present trends one in four Australian women will remain childless throughout their lifetimes.  Australian women are now giving birth to 1.75 children on average compared with 2.9 children in the 1970’s.  This is far below the rate required for population replacement, at 2.06.

Policies which would have the effect of both reducing divorce rates and reducing unemployment brought about by divorce and associated social legislation would greatly improve matters, both for the families which could then stay together and for taxpayers generally.  The community would greatly benefit on both counts.  

As detailed in the submission, the system of family law and child support in Australia must be changed to bring greater equality and fairness to all concerned in family break-up situations.  This in turn will help in alleviating much of the poverty that currently exists in separated families.

The changes required include: 

-
establishing equal shared parenting as the default position in custody arrangements

-
establishing a more child-centred and non-adversarial process of mediation

· dealing with children’s issues first on separation

-
not interfering with the right of parents to DNA test their children for paternity

-
reversing custody in cases of persistent failure to provide court ordered access

-
reforming the CSS to levy child support at a suitable flat rate on after tax income

-
having clearer and fairer guidelines on property settlements

-
sharing superannuation on the basis of length of marriage.

-
making the Family Court more open to public scrutiny

-
providing legal aid equally to both parents

-
recognising that domestic violence is not gender-specific, and

· ceasing discrimination against men in health issues.

The LFAA has for many years attempted to obtain changes in the way that the Australian governments, both Commonwealth and State, deal with family breakdowns and the financial hardships that follow from those breakdowns.  

These attempts have been thwarted to a considerable extent, apparently in part as a result of politicians’ fear of losing a major part of the female vote.  That fear is, in fact, largely misguided, as it is the LFAA’s experience that both custodial and non-custodial parents would appreciate any changes that would bring surety and a commonsense approach to this situation.

General

The Inquiry

The task of the Committee is to inquire into the extent, nature, and cost of poverty in Australia, and the impact on poverty of changes in work and remuneration, income support payments, and other programs and supports.

The LFAA 

The Lone Fathers Association Australia (LFAA) is a peak body at the Commonwealth level representing a broad cross section of Australians, namely men and women who wish their children to be loved, nurtured, and supported to adulthood by both parents, even where the parents themselves are separated.  

The Association provides advice to Australian governments on all matters relating to these issues, and has been influential in helping bring about a number of reforms in important areas.

The extent, nature, and financial cost of poverty and inequality in Australia

Poverty and inequality in Australia

Nature of poverty

Poverty may be defined as the condition of having little, or destitution, of want and of a relative lack of money or material possessions.  

Poverty has both absolute and relative aspects (Sen).  Absolute deprivation in respect of capabilities, such as the potential to participate in community politics, means relative deprivation in terms of commodities, incomes, and resources, such as transport and education.  The capabilities of importance to poverty analysis include such things as the capability to meet nutritional requirements, to escape avoidable disease, to be sheltered, to be clothed, to be able to travel, and to be educated.  It is argued that “poverty lines” that capture these capabilities would not vary much for one community to another and would not, for the same reason, vary much over time.

As recently pointed out in an ACT Government report, measurement of levels of poverty needs to include, in addition to net money income, accessing rights and entitlements, assuring essential services, preventative health, and improving community health.

These aspects of poverty mean that many men (and women), as a result of inadequate resources, experience a lack of personal safety and wellbeing, are unable to access resources, face inequity in accessing resources, and are unable to participate in their community. 

Since family behaviour is conditioned by income after tax rather than gross income the most relevant concept for considering social matters related to families is disposable income.  

The value of imputed rent on dwellings owned by the occupier is also an important factor in making relevant comparisons.

The manifestations of poverty may include self-destructive behaviour, high levels of stress, and inability to deal with emergencies or plan for them. 

Extent of poverty

The distribution of the disposable income of individual income units (i.e., groups, such as families, that share income)in Australia, by quintile, in 1994-95 and 1999-2000 is shown below.

Distribution of disposable income of individual income units in Australia, by quintile, 1994-95 and

1999-2000

	Quintile
	1994-95
	1999-2000



	
	(%)
	Gross

(%)
	Disposable

(%)
	Henderson equivalency

(%)

	First (lowest)


	3.6
	3.8
	4.7
	7.1

	Second


	9.3
	9.0
	10.8
	12.8

	Third


	15.2
	15.0
	16.2
	17.7

	Fourth


	24.0
	23.8
	24.0
	23.8

	Fifth (highest)


	47.9
	48.5
	44.3
	38.5

	Total


	100.0
	100.0
	100.0
	100.0


Source.  ABS.

The social security and income tax system have a considerable redistributive impact.  In 1999-2000, for example, social transfers reduced income inequality by 22% as measured by the Gini coefficient, while income taxed reduced it by around 12%.  In that year the overall tax transfer system reduced income inequality by around one third.

The recent NATSEM report Financial disadvantage in Australia, commissioned by the Smith Family, defined the poverty line as 50% of the income of the average Australian family.  Using this measure the report found that poverty had increased during the 1990’s even though the incomes of the poorest families had increased in real terms during this period.  Although absolute policy had declined, relative poverty, as defined had risen.  The report concluded that in 2000, about one in every eight Australians lived in income poverty.  

In contrast, the Centre of Independent Studies concluded from its separate study that choosing the more commonly used poverty threshold of 50% of median income showed that the incidence of relative poverty remained reasonably stable over the 1990’s.

Factors underlying trends in poverty

The greater part of recent Australian changes in income distribution are generally thought to have arisen from technological and productivity changes that have produced strong growth in the employment of high wage workers, and in part time and casual unemployment, rather than changes in relative wages.  But social legislation has also had a powerful impact on trends.  Amongst these trends, perhaps the most striking in the last couple of decades has been the trend towards fatherless families. 

The above trends, for a large group of Australians, have not only produced major falls in relative disposable incomes, but also a range of other restrictions on the living of a full and happy life, flowing from restrictions placed on normal and natural contacts between members of their families.  By reducing the capabilities and the morale of family members, this adds to their real experience of poverty in its fullest sense.

Some general considerations in relation to poverty

As pointed out in a recent ACT report, the circumstances of families vary greatly.  Families vary greatly in their ability to manage on a limited income.  Some families own houses or other assets that reduce the amount they would otherwise have to spend for example on rent.  

Those who are weak in one resource (income) are often strong in another (housing or non-employed time).  

Disadvantage in material wellbeing being tends only to a limited degree to spill over into other aspects of life such as social activities, happiness, and health and a general sense of optimism.

It requires a great deal of information about a person’s assets, family relationships, receipts in income and in kind before his or her material well being can be identified with any accuracy.

Separated parents

While standards of living in Australia have generally increased over the last few decades, there are still some major population groups in Australia which are afflicted by poverty.  Separated families are perhaps the largest group affected in a major way, and this situation has grown significantly worse over the last 10-15 years with the growth in the number of such families.

The lot of the single parent is frequently a hard one. The flow-on effects have an impact not only on parents but also grandparents and relatives who try to fill the void.

A large and growing number of separated Australian parents, over 200,000 of whom LFAA members have spoken to personally (and individually), are living in poor conditions.  The male suicide rate, especially for men in their 20’s and 30’s, i.e., men in the early years of family formation and fatherhood, in Australia is amongst the highest in the world.

As with all disadvantaged groups, life tends to becomes a vicious circle.  Once people slide into a difficult debt situation, the situation compounds itself until a no way out position may be reached.

Official statistics on separated parents

There are major problems in the availability of official statistics relating to the financial condition of separated parents and their families.

For example, official statistics on the distribution of income in Australia make little attempt to analyse the situation with regard to the lowest income decile, i.e., the lowest 10% of income earners, yet this is the very area where the most extreme examples of poverty are likely to arise.  Considerably more work seems to be needed here.

ABS acknowledges that, “Lone parents are a population group of particular interest.  This group has higher net benefits (benefits less taxes) than any other of the life cycle groups considered above.  Households in this group receive very high levels of direct benefits, consisting mainly of family payments.  Indirect benefits are also relatively high, because of high use of education services.  Direct and indirect taxes are both low, since both income and expenditure are low.”  

ABS goes on to indicate, however that some household types such as lone parents and lone persons aged 35-65 years are excluded from the sequential analysis that they carry out, in which the life cycle stages are the stages of formation, maturation, and dissolution of the traditional nuclear family.

Poverty amongst working Australians

It is known that the poor in Australia consist mostly of working age people where there is no member of the household with a full-time job. 

Child poverty
UNICEF made an assessment in 1994 that 17% of Australian children were living below an “international poverty line” as defined by that organisation.  Because of the rapidly increasing number of separated families and the reactions by many non-custodial parents referred to above, it is unlikely that the overall situation has improved much since then.

Around half of all Australian children are likely to spend as much as 4 years in a family without paid work, and an average of 8 years in a family without an employed adult male.

Parental suicides

The CSA is not concerned with the future savings needs of separated parents and particularly non-custodial parents.  These savings needs will be a problem not only in the present but also in the more distant future when separated parents retire or come to the end of a long period of unemployment and retire.

There were 2,683 suicides in Australia in 1998.  80.1% were males.  The rates were highest for males aged 20-39 years, while rates for men 60 and over have declined.

In the ACT in 1998 the rates were males 19.3 per 100,000, and females 1.3 per 100,000, although the female rate subsequently rose.

The rate of male to female rates in Australia rose from 2.1 in 1980’s to 4.1 times in the 1990’s.

Poverty in Australian communities and regions

Rural regions are especially vulnerable to family break-ups that result, through court-ordered division of property between former spouses, in the loss of economic viability of farms that may perhaps have been in the family for generations.  This issue is not being adequately addressed by either legislation or court practice.  The table below shows average weekly income, capital cities and balance of States and Territories

Average income, capital cities and balance of States and Territories, 1999-2000

	Average


	Capital 

($ per week)
	Balance of State/Territory

($ per week)

	Mean income


	778
	625

	Median income


	574
	461


Source.  ABS.

Financial cost of poverty

Total spending by government on income support

Spending on income support by Australian governments increased from 7.3% of GDP in 1989-90 to 9.8% in 1999-2000.  

One third of the Commonwealth budget goes on alleviation of poverty.  Social expenditures by the Commonwealth and States equal 20% of GDP.

Trends in unemployment benefit

During the late 1990’s, unemployment benefits have increased less rapidly than other social security benefits.  

The financial consequences of the Child Support Scheme

Heavy-handed bureaucratic solutions to the issue of child support, involving the government in a “Big Brother” role, have produced some modest improvements in amounts paid to custodial parents in some cases, but these improvements are less than claimed, and the cost of the administration of the child support scheme is very high when compared with the putative benefits.

There continue to be poor design features in the bureaucratic scheme for enforcing child support.  While on the face of it the cost of administration of the scheme is borne by taxpayers, in reality the parameters of the scheme have been set at level which ensures that the greater part of the cost is ultimately borne by non-custodial parents.  

The LFAA strongly supports the principle that both parents have an obligation to help ensure that their children are cared for, both financially and emotionally.  But the Government’s insistence that all payments under the Scheme must be based on a pre-tax basis is at the root of a fundamental problem in the formula.  The total of compulsory payments (“debts to the Commonwealth”, etc.) can reach very high levels, especially at the margin.

As well as these compulsory payments there are other unavoidable payments such as travel to pick up and deliver children, accommodation, medical and dental costs, and school fees.  There are also other moral and legal obligations.  

Often non-custodial parent resort to the dole just to enable him/her to survive.  This is a very socially undesirable result, and the resulting net cost to the economy and the taxpayer is very high.

The following table shows information provided by the CSA about the levels of “private (earned) income” and “final income” after child support and family payments of both non-custodial parents and custodial parents where the NCP has an earned income of $108,000, the custodial parent has no earned income, and there are three children.  While incomes are, of course, not usually this high, the example is useful in clarifying the nature of the fundamental problem in the CSS formula.

Private (earned) income and final income after child support and family payments, non-custodial parents and custodial parents

	Details


	Pre-separation


	Post separation

	
	
	Payee
	Payer

	
	
	No relevant depend-ants

($ per annum)
	One relevant dependant

($ per annum)
	Single, no relevant depend-ants

($ per annum)


	Partner and one relevant dependant

($ per annum)
	Partner and one step-child

($ per annum)

	After-tax earnings
	67,530
	
	
	67,530
	67,530
	67,530

	Parenting payment
	
	10,603
	10,603
	
	
	

	Youth allowance
	
	
	1,684
	
	
	

	Family tax benefit A
	
	3,088
	2,059
	
	15
	936

	Family tax benefit B
	2,752
	2,752
	2,752
	
	1,919
	1,919

	Child support
	
	31,188
	28,118
	
	(28,118)
	(31,188)

	Total household income
	71,152
	47,631
	45,216
	36,342
	41,346
	39,197

	Total govern-ment payments


	2,752
	16,433
	17,098
	
	1,984
	2,855


Source.  CSA.

In the above case, the non-custodial parent’s disposable income is reduced through compulsory payments of tax and child support by $72,390, i.e., by 67%.  The custodial parent, although earning nothing in either the pre-separation or post-separation stages, has her/his income increased through government subsidies and compulsory payments by $47,631.  

The overall effect of government-directed redistribution is therefore is to reduce the non-custodial parent’s available income by $72,390 and increase the custodial parent’s available income by $47,631.  The total turnaround (imposed by government) in income availability as between the two parents is therefore $120,021.  This redistribution of income is obviously far, far in excess of what would actually be justified.  It provides a very strong disincentive to work on the part of the non-custodial parent, and (while the non-custodial parent is working) a very strong disincentive to work on the part also of the custodial parent,

The above, if anything, overstates the disposable income of the non-custodial parent, because it fails to take into account the cost of earning a living, particularly travel costs and the cost of clothes for attendance at work.  For a person earning that level of gross income, those costs can easily be in the range $5,000-$10,000 per annum.  When the cost of earning a living is taken into account, the final income positions of the non-custodial parent and the custodial parent could then be, non-custodial parent $28,842, and custodial parent, $47,631, where the non-custodial parent has earned all the gross income, and may have a new spouse to support.  This highlights the gross inefficiency, inequity, and illogicality (and some would say stupidity) of the current child support formula in at least some income ranges.

To provide further evidence, the following table shows the overall effects on incomes  in Australia, on average, of payments in the form of child support and social welfare payments by governments.

Incomes, benefits, and taxes, by group, 1998-99

	Details


	One parent with dependent children only

($ per week)


	Lone person

($ per week)
	All households

($ per week)

	Private income


	267
	371
	770

	Direct benefits


	212
	86
	104

	Gross income


	479
	457
	874

	Direct tax
	44


	93
	177

	Disposable income


	435
	365
	698

	Selected indirect benefits


	282
	83
	188

	Disposable income plus indirect benefits


	717
	448
	886

	Selected indirect taxes


	50
	41
	79

	Final income


	667
	407
	806

	Total benefits allocated


	494
	169
	292

	Total taxes allocated


	94
	133
	256

	Net benefits allocated


	400
	36
	36


Source.  ABS.

This table confirms, in overall terms, the relatively large net payments made, on average, to single parents with children (e.g., custodial parents) compared with the corresponding payments to the group of individuals that includes non-custodial parents, as well as younger and retired single persons.

Costs of contact

The costs for non-resident parents exercising regular contact with their children have been estimated (Henman and Mitchell) and found to be very high.  

Where contact is with one child for 20% of the year, the cost of this contact represents about 40% of the total yearly costs of that child in an intact couple household with a medium income, and more than half of the total yearly costs for that child in a household with a low income.  Household infrastructure and transportation are the reasons for the high costs.  

This means that the CSS results in the non-custodial parents on separation bearing costs approximately equal to the entire cost of the children in an intact family situation.  

Government/CSA explanations offered for the features of the CSS

Comments on some of the Government/CSA explanations offered for the parameters in the CSS include the following.

“The CSS eases the financial burden placed on the taxpayer to support separated families and returns the onus of supporting children back to their parents”.  

This is only the case, however, if the parents concerned do not lapse into unemployment, as so many of them do.

“The child support percentages are designed to reflect child rearing costs in families with varying numbers of children”.  

However, the percentages do not reflect these costs at all well.  In separated families, when the cost of contact is included, the non-custodial parent will often (even usually) be levied at a rate, higher than the entire cost of child support in an intact family (see above).

“Parental expenditure on children increases as household income increases.”

Children will of course benefit from higher consumption expenditure in a family which has a higher income.  But it is misleading to claim that the costs of children have increased.  The point is that most costs are not directly assignable to the children.  They are joint costs, for consumption that benefits all members of the family, e.g., shelter, heating and lighting, safety, car transport, space to carry out family activities, and use of furniture and household equipment and appliances.  

The conceptual confusion involved in the government/CSA notions about the cost of children is clear in the claim that the “cost” of a second child is less than the cost of a first child, etc.  Examination of this research “result” indicates that all that can validly be deduced is that the same household income is now being divided between more people.  A direct comparison made between the resulting averages is therefore naïve.

“The higher disregard income for payees is in recognition of the significant contribution to the children already being made by the payee.”  

However, the payer is also making a significant contribution along similar lines (housing, travel).  There is double counting in this because the expenditure by the custodial parents is already paid for by the income already received by the custodial parents from the non-custodial parent.  Only the money required to be spent by the custodial parents on herself/himself should be exempt in this type of calculation, as also for the non-custodial parent.

Even if the CSA statement were correct, the difference between disregarded income and exempt income, at approximately $20,000, is far too much,

“Ultimately, decisions about how CS is spent are best made by parents”.  Of course.  But what this actually means in practice is that most decisions are made by one parent only.  This is not the same thing as “parents”.

“The CSA does not have data on suicides”.  The CSA can easily obtain this information, and should have done so.

Superannuation payouts represent realisation of property (savings), not payments of income, and should not be included as income for child support purposes.

The CSA does not at present adequately explain to non-custodial parents that any payments made for children need to be explicitly nominated.  This should be done as a routine matter.

Other selected areas relevant to standards of living and rates of progress

In addition to attending to the matters being dealt with in detail in this submission, Governments should also address necessary changes to many other areas and aspects of every day life to assist the poor.  In brief, these include, inter alia:

-
medical costs.  Making treatment available to all at a reasonable cost is essential.  The current unsatisfactory state of the medical system is a serious concern.

-
education.  It is vital that all children receive a high standard of education.  Through a strong education program children not only develop stronger life skills but also a greater chance of not being caught in the poverty cycle.

-
aged persons’ housing.  There is a moral and social obligation on all governments to care for our aged and aging.  It is not enough to simply give the aged free travel and cheap entries to events.  We must provide the basic items of good living within an acceptable pricing structure.

-
fuel and power.  The Government’s current imposition of a high excise duty on petrol regardless of the price of crude oil ultimately adds to the price of all consumable items.  Transport is such a major component in the price of goods and services it needs to very closely monitored to ensure that basic commodities are not unduly affected.

-
Governments have in recent times made a major issue of self-funding superannuation - but they could be doing more to protect the savings made by ordinary Australians in this area.  To see a significant part of the savings of ordinary Australians being paid out to high flying executives whose actual contribution is questionable is provocative.  The all-too common situation at present where the very wealthy pay only relatively small amounts of tax is something that should not be allowed to continue.  Without better control of the overall equity of the tax system more people will become dependent on the social system than ever before.

Social and economic impact of changes in distribution of work and unemployment

Unemployment in Australia, as in other English-speaking countries, is the most important cause of poverty, and anything contributing to unemployment is a cause of poverty.  About half of Australian children now spend an average of 8 years in families without an employed adult male.  This is a serious matter for the future of many of these disadvantaged children.  

Given current parameters in the tax system and social legislation affecting inter-family transfers of income, poverty on the part of many working Australians is frequently translated into higher levels of poverty, through the people concerned giving up work.  It is therefore very important indeed that governments develop a better understanding of the unemployment-creating effects of government legislation.

Non-custodial parents and unemployment

In June 1999, 41.8% of all CSA collect (active) cases had nil liabilities, or 123,522 nil liability cases out of a total of 295,404 CSA collect cases.  At the same time, 29.6% of all private collect cases had nil liabilities

In 1997 and 1998 just over 70% of all payers with nil liabilities were to be found in the $1-9,999 child support income range.

A very high proportion of the unemployed are male non-custodial parents.

Through the 1980’s, on average, about 18% of children aged less than 15 were, at any one point of time, in families in which their parents (or parent in lone parent families) did not have a job.

Many of these children were in households where the parents were not in the labour force.  For those children whose parents remained unemployed or continued not to be in the labour force for a significant period of time, many were in households primarily dependent on welfare benefits as their main source of income.

Impact of changing industrial conditions

The relative decline in levels of male full-time employment and the relative increases in levels of female employment in recent decades have been both a cause and an effect of some of the trends identified above, and social legislation is not handling this changing situation well.  Efforts currently being made to identify and address poverty amongst working and non-working individuals and households are evidently not working for many separated parents, and especially non-custodial parents. 

Apart from the effects of unemployment, non-custodial parents also tend to be in occupations and industries where earnings have been increasing more slowly than for other groups in the population.  

Unemployment, single parent families, and unequal distribution of income

Countries that have been most successful in attaining very low levels of poverty are all countries where the most disadvantaged families have received a high proportion of their income from market sources (Bradbury and Jantii).

The most disadvantaged parents in Australia, as in other countries of the English-speaking world, are less likely to be employed than their counterparts in the countries with low child poverty rates.

There is a relative absence of work opportunities for young people.  Also, there have in recent times been declines in the industrial relations system and community-provided child acre.

Unemployment of parents is a pathway for disadvantage for children when they are young, and also a pathway from disadvantage as young people themselves make the transition to adult hood.

In addition, there is a growing shortage of affordable housing in Australian cities.

Of those persons retrenched in Australia in the three years prior to July 2001, 99,100 (17%) were unemployed at July 2001.  Over half of those were aged between 25-44 years.  There is a relatively high male share (65%) of all retrenchments.  The proportion of the total accounted for by the mining industry was 25%.

Effectiveness of income support payments

Poorly designed welfare schemes and poverty traps 

Poverty traps or barriers to employment are a serious side-effect of the myriad of targeted (income tested) programs that make up the Australian tax and welfare systems relating to families with children.

Over a broad range of earnings, low income families can pay an effective marginal tax rate of 85.5% (income tax 34 cents, medicare levy 1.5 cents, loss of family payments 50 cents).

Income support programs

Income support payments available to men and women who are unfavourably affected in their employment activities as a result of badly designed social legislation are largely ineffective.  For fathers maintaining or attempting to maintain contact with their children, there are virtually no programs and/or supports for reducing cost pressures on their budgets and building their capacity to be financially self sufficient.  There are only heavy cost burdens placed on them by governments.  There are high marginal rates of compulsory payments on their incomes, in some cases of 92% and more, i.e., far above the level at which it would make any sense for these individuals to put in the effort required to earn the extra income in question.

It is necessary, in this context, to acknowledge that all members of the community have rights and entitlements to a minimum level of resources and services.  Low-cost housing and legal aid are key elements in this.  There must be an end to discrimination against men, and severe forms of social isolation.

Effectiveness of other programs and supports

General
In the USA, as a recent prominent example, cutting the number of welfare recipients by half over the last five years or so has resulted in a decline in child poverty, as more people who would otherwise have been welfare dependants have made the effort to find jobs.  

Australia has also introduced measures designed to encourage or require various categories of welfare claimants to take up work or training.  This has focused on attention on encouraging more people to make private provision for their own retirement, an this has in turn stimulated a broader interest in compulsory savings and asset-based welfare.

Australia is committed to encouraging welfare claimants to find employment, and its compulsory superannuation scheme is the foundation for what could become a much wider system of personal savings accounts.

It is now generally recognised (at least by researchers) that most of the income redistribution that takes place in the modern welfare state is not between richer and poorer individuals, but is across the lifespan between richer and poorer periods of people lives.  The welfare state has evolved as an elaborate and very expensive way of ensuring that individuals save for their own future needs.

It is worrying therefore that the structure of incentives provided by Australia’s social security program encourages sole parenthood over the two-parent family and encourages the receipt of benefits (or a combination of benefits and part time work). over full-time work.  .

Life cycle statistics and analysis of the incomes and standards of living of separated parents are, however, deficient at the present time (see above).

Recent legislative reforms in the area of superannuation and property settlements may or may not encourage the growth of personal superannuation savings.  In this context, the Government, as recently pointed out by the Attorney General, will need to closely monitor the activities of the Family Court in this area, and ensure that the Court does not develop a biased policy of typically awarding 50% of the one spouse’s superannuation to the other, while at the same time awarding custody of the children and 65% of the value of the other assets to the other.

Current efforts and new ideas to identify and address poverty

General comments

Policies which would have the effect of both reducing divorce rates and reducing unemployment brought about by divorce and associated social legislation would greatly improve matters, both for the families which could then stay together and for taxpayers generally.  The community would greatly benefit on both counts.

The system of family law and child support in Australia must be changed to bring greater equality and fairness to all concerned in family breakup situations.  This in turn will help in alleviating much of the poverty that currently exists. 

The LFAA has for many years attempted to obtain changes in the way that the Australian governments, both Commonwealth and State, deal with family breakdowns and the financial hardships that follow from those breakdowns.  These attempts have been thwarted to a considerable extent, apparently in part as a result of politicians’ fear of losing the female vote.  That fear is misguided, as it is the LFAA’s experience that both custodial and non-custodial parents would appreciate any changes that would bring surety and a commonsense approach to this situation.

Much higher divorce rates, now running in Australia at three times the level of 30 years ago, have raised the issue of both child support and child access in a more acute way than in the past.  

Many separated parents have little or no chance of improving their lot in life without some far-reaching changes to the way that Government is tackling the situation.  Many of these people rely on Government support and charities and organisations to survive.  They become increasingly frustrated at what they see as increasing unfairness in wealth distribution.  Their numbers are likely to increase as Australia’s population ages further and those affected by difficult economic change swell the ranks.   The governments of Australia must act firmly and early to curb the growth in these numbers and restore balance to the social situation.  In a country such as Australia it will be tragic if we are unable to adequately support our needy and less fortunate people.

It is most important that Australian governments understand the effects of government policies on all groups in the community, and in particular those people who through the family law legislation and administration are effectively, unnecessarily, and often very undesirably excluded from contact with their own children.

The policy changes required will include not only quite major legislative changes but also effective cross-government initiatives aimed at coordinating government and community responses to poverty associated with the above problems.

Measures affecting families which would reduce divorce rates and associated poverty and enhance the quality of life for family members

Shared parenting/family law general

Shared parenting

Equal shared parenting should be the default position in custody arrangements.  Shared parenting should, as far as possible, mean equal parenting in all things.  This should include not only residency, but also joint decision making, equal access to school and medical information, equal entitlement to Medicare cards and ambulance cover for children and equal sharing of access expenses.

The alternative approach, apparently favoured by some individuals associated with the Family Court, is leading to the current rapid expansion in the number of fatherless families in Australia.  This has grave social and financial consequences for the former partners (particularly non-custodial) and their children.  

The Family Court system

It should be recognised that the method of operation and decisions of the Family Court have, in a many cases, made family conflict worse.  

Under the present system there is adversarial competition between the ex-partners, because arguments about children are usually linked to property and child support issues.

There is a strong need for a more user-friendly tribunal than the existing Court, and much greater flexibility in the family law and court system.  Counsellors and judges should receive more and better training in the issues on which they are required to make determinations.

This would help to reduce the number of unnecessary and financially disastrous divorces over time.

A family court facility should be established which encourages a child–centred, non-adversarial process of mediation for custody and access, a process where the needs of the child are central to decisions made.  In particular, provision should be made for parents to be able to readily talk to each other in a non-legalistic way.  A Family Assistance Bureau could assist the Court by providing a wide range of relevant advice to people either contemplating separation or in the early stages of separation.

This would very significantly reduce legal costs, thereby freeing up funds to meet the needs of the children.

Provision of information about the system

Serious efforts should be made by the Government to overcome the present high degree of ignorance of the family law system throughout the community generally. 

This ignorance of the system, especially by men, often leads to spouses making bad decisions in ignorance of the possible consequences, frequently leading on to unnecessary and financially disastrous divorces.

Improvements in the amount and quality of information about family law and associated matters made available to non-custodial parents would also assist them in representing themselves should that be necessary. 

Children

On separation, childrens’ issues should be dealt with first.

In determining arrangements for separating families, the opinions of younger as well as older children should be listened to.

This will in many cases greatly enhance the emotional welfare of children who might otherwise be compelled to reside with a parent they would prefer not to be with.

Information required about children should be sought from the childrens’ schoolteachers, even perhaps in preference to court-appointed counsellors, who may have much less knowledge of the children’s activities and interactions over an extended period of time

The method of preparation and utilisation of family reports by Court-appointed counsellors should be changed.  These changes should take account of the fact that many of the persons who prepare family reports are not properly qualified, that one parent may not know what is being said by the other parent during the process of preparation of reports, and that the principles of the common law are being regularly flouted with impunity. 

Reform in this area would greatly enhance the welfare of many children.

Mediation 

A mediator should the first person to be involved and take action in the family law system upon a separation occurring.  Mediation should be compulsory.  A Court-endorsed arrangement should, at least in cases where this is possible, be made and agreed between the parties within 30 days of a decision to separate.  These arrangements should make appropriate reference, inter alia, to the grandparents, and there should be penalties for significant breaches of the arrangements.  

The initial separation should be regarded as a trial separation, allowing for a possible reconciliation, with a 30-day cooling off period during which there would be no child support payable.  A mediator involved in the settling of these arrangements should be given appropriate authority to do so.

Publication of court decisions

Section 121 of the Family Law Act, preventing the publication of proceedings in the Family Court, continues to be a serious problem, and should be radically amended or repealed.

Courts which are not open to public scrutiny, like any other public institution, will eventually become corrupt, or at least lazy, and begin to make poor decisions.  Even if such a court did not make bad decisions, it would still be tainted in the minds of many of its clients.

Legal aid

Legal aid should either be provided to both parties, or neither, to avoid a procedure where one party can, not having to meet costs, drag out the process the their own advantage.

To not provide legal aid equally is obviously inequitable, and will also add to total legal costs.

Legislation and administration, general

Legislation and administration relating to family support should be consistent as between the CSA and other government agencies

Administrators, e.g., at Centrelink, need to be educated to be more empathetic when dealing with clients.

The alternative is increased inefficiency, inconsistent administrative decisions, and ultimately financial disadvantage to members of families, further contributing to family poverty.  

DNA testing and paternity issues

DNA testing of children for paternity should be made as affordable as possible.

DNA testing of children for paternity should be available to either parent when they want this.

DNA testing should be carried out routinely on the birth of children.

The alternative is the revelation of true parenthood at a late rather than early stage in a relationship, with the emotional trauma and possibly also financial chaos that may be caused, to the great disadvantage of the children.

Custody and access/enforcement of contact orders

The starting point for discussions about custody after separation should be custody shared between the parents on the basis of equal time.

Custody should be automatically reversed after three denials of access.  The offence of perjury in providing false testimony in the Family Court should be activated and implemented.

Provision should be made to ensure that costs imposed on the non-custodial parent by denial of court-ordered access are paid for by the custodial parent.  

This will greatly reduce the incentive for the custodial parent to flout court orders in this matter, and will correspondingly reduce the sometimes very severe financial burdens on the non-custodial parent arising from that flouting of orders.  

The rights of children to access by their grandparents should be recognised and protected, in the interests of all concerned.  

This will often be highly beneficial to the interests of the child, the grandparents, and even both the parents.

Domestic violence

There should be recognition that domestic violence is not gender specific, and that Domestic Violence Orders/Apprehended Violence Orders (DVO’s/AVOS’s) are frequently used by one partner as a tactic against the other.

Serious efforts should be made to end what appears to be the current serious bias against men in the operations of some domestic violence agencies.  

All decisions in relation to DVO’s/AVO’s should be properly based on solid and reliable evidence, rather than mere allegations.

Consideration should be given to determination of all final AVOs by the Family Court, rather than by a Magistrate’s Court.

There should be severe penalties imposed for false accusations, e.g., of domestic violence or sexual abuse.

More and better information should be provided to men about the operations of domestic violence agencies and the law relating to domestic violence.

Men defamed in relation to family matters should be made aware of the potential for raising defamation in the Small Claims Court.

The above reforms would greatly enhance the emotional health of members of families by removing biases in the operations of agencies whose staff are hostile to men.

Men’s health

It should be recognised that men’s health is more likely to be severely affected by the family law system than by divorce, as such.

It should be recognised that the health of all family members is linked, and that all are of equal importance.  And that in, the case of men, a sharp decline in health is frequently associated with the loss, through divorce, of their key roles as father, grandfather, and educator of the children, and the loss of childrens’ innocence and the relationship. 

Governments should cease discrimination against men in health matters.  Men should receive equal funding in all aspects of health.  Resources should be provided for studies into family health issues arising as a result of family breakdown.

The practice of some custodial parents of leaving the filling of prescriptions for the children to the non-custodial parent should be discouraged.

Other men’s refuges similar to MAACS (ACT) should be established in other States and Territories.

This last would assist relationships in trouble, to the financial and emotional benefit of the family members, by providing a facility for “time out” for family members when circumstances became seriously stressful.

Child support/property/superannuation issues

Child support

It should be recognised that parents are still required to parent their children after separation, and that parenting involves heavy costs.  Legislative steps should be taken to deal with the present situation where the CSA effectively ignores the costs of contact between parent and child.  An adequate rebate against the child support assessment should be provided to compensate for necessary cost of contact.  

Likely future child support payments should be properly taken into account at the point where property settlements are being determined (as per the report of the Joint Select Committee, 1994, Recommendation No. 153). 

The Child Support formulae should calculate child support payable, at appropriate flat percentage rates, on the basis of net income after tax rather than gross taxable income.  This should be done in order to base the formulae on a truer and fairer assessment of actual capacity to pay.  

Disregarded income in the formulae should be the same for both non-custodial parents and custodial parents, to ensure that like amounts of child support are provided by people with like capacity to pay.  

The formulae should be tuned to ensure that children in first and second marriages are treated, as far as possible, absolutely equally. 

Parenting payments through Centrelink should be taken account of in the recommended adjustment to exempted incomes of custodial and non-custodial parents, and should be on the same timing basis.

Government family assistance should be provided to each parent. 

Measures should be taken to strongly discourage one parent from taking advantage of the other parent by not working.

Consideration should be given to a tax rebate being provided, as an alternative to a contact allowance, to cover some part of the cost of contact between parent and child.  This should be done in such a way as to not affect the custodial parents’ income.

The CSA should be required to be much more sensitive to the impacts of their actions on the people they are involved with.

All these important reforms would enable the CSS to have less harmful economic impacts on the incentives to work, and would therefore be highly beneficial to most/all family members.

Property

Property settlements should be speeded up through the clearer specification to or by the Family Court of percentage guidelines, taking into account length of marriage.

There should be a cooling off period between the parties before a property settlement is reached.

Superannuation

Superannuation entitlements should be shared on basis of length of marriage relative to period of accumulation of the interest. 

Superannuation should be paid by contributors into a joint account, and these payments stop when the relationship stops.

Loss of property due to the costs of family litigation should also be shared on a fair basis.

The above arrangements would, partly as a result of the greater efficiencies involved, tend to minimise disputes and reduce poverty. 

Refuges for men and their children

The notable success of the Men’s Accommodation and Crisis Service (MAACS) in the ACT and the high praise it received from its clients can and should be repeated in other States and Territories.  While there are estimated to be about 300 refuges for women and children in Australia at present, there is only one such refuge for men and children.  

Although the ACT (ALP) Government now, after the event, supports the concept, other State governments (also ALP) continue to claim that there is no need for any such service in their areas.  Also, MAACS, established by the LFA ACT, was handed over by the incoming (ALP) government to an organisation which included individuals who had previously expressed the opinion that there was no need for such a service.  This hostile attitude to such services should be reversed at the earliest possible time.  Refuges such as MAACS could play an extremely important role in taking the pressure off difficult marriages throughout Australia.

Service planning

Governments and agencies should focus on service planning for human services to increase integration, coordination, and access.  

The LFAA will be pleased to expand on this submission as and when requested.
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