INQUIRY INTO POVERTY IN AUSTRALIA

Dear Senators

                                It is my view that there is a growing gap between rich and poor in Australia. I do not claim to be an expert in this area , however the signs are obvious if we are prepared to look for them.

FOOD PRICES , POOR PRICED OUT

Food prices have increased at double the inflation rate in a major blow to struggling families , according to the Australian Democrats. Senator John Cherry reported on January 11 this year that the cost of basic food items was soaring out of proportion with other goods and services and prices paid to farmers. Senator Cherry said that in the “past 6 years milk prices had increased by 6% , bread by 18.5% , beef by 16.5% , pork by 20.4% , fruit by 17.3% , vegetables by 19.5% . confectionary and snack foods by 8.6% and eggs by 11.2%. Food prices had outstripped the Consumer Price Index by an average 1.4%per year before the drought affected prices” he said

“In the last 6 years , the price of food paid by Australian consumers has risen by 23% , twice the price rise of all other consumer goods in the CPI basket” he said. Senator Cherry also claimed that battling Australian families were the hardest hit. “Food makes up a quarter of spending in Australian households” he said.

NURSING HOMES AND POVERTY

In early January this year , inspectors from the Aged Care Standards and Accreditation Agency reported widespread failures in Federal Government accreditation standards arising over the previous 6 months. In Victoria, Girrawheen Nursing Home Brighton failed 32 of 44 standards. Manchester Lodge Sydenham failed 27 out of 44 standards , Garden View Court hostel Ararat failed 20 of 44 etc. One resident who was unable to walk was left in a toilet for one and a half hours before being found by a relative. In another case a relative said a complaint about a residents 32kilogram weight loss was ignored. Another relative said a resident was admitted to hospital with dehydration because staff could not take her to the toilet when she asked , so she drank less. In order to cut costs some residents were put to bed as early as 3.30pm. At Garden View Court Hospital inspectors found there were periods when the hostel was not staffed. Medication was not managed safely and residents did not get adequate nutrition and hydration. At Manchester, breaches included residents not being referred to health specialists and toilet needs not being met.

ABORIGINALS AND POVERTY

John Ah Kit is a Minister in the Northern Territory Government, this is an extract from his speech at a fundraiser for indigenous Labor candidates held in Sydney recently. “Aboriginal politicians must not be party to hiding things. We cannot pretend that a community is functioning when half the kids don’t go to school because they have been up half the night coping with drunken parents or because they have been sniffing petrol. We cannot imagine that a community is functional when less than one in ten people can read or write or where people are too ill through chronic illness or substance abuse to hold a job. The list of statistics demonstrating the dysfunction in our indigenous communities is staggering , so much so that recounting them in any detail would be pointless. There have been a thousand reports and a hundred enquiries to the point where it is easy to become numb to reality and incapable of actions. But we must not remain numb or blind. We must act. The burden of indigenous ill health is threatening to blow out the Northern Territory economy faster than it can grow. Renal disease alone has been doubling every four years and threatens to take 56% of our current annual hospital budget. Failure to act risks the creation of a permenant underclass for which the nation will pay potentially overwhelming economic  social and political costs.” (Source Labor Herald 2002/2003)

  The Productivity Commission  Report on Government services released in March this year shows many Aboriginals live in what might be termed poverty.

* The life expectancy of Aboriginals is 20 years less than for all Australians.

* In education at Year 3, 25% of indigenous children fail to reach the reading and numerancy benchmarks compared with an overall figure of 7.5%.

* By Year 5 nearly 40% of indigenous kids fail to reach the benchmarks compared with just over 10% of all kids.

* Only 43.6% of indigenous students starting Year 10 undertake Year 12 compared with 75.4% of all students.

* The rate of hospitalization of Aboriginals is twice that of all Australians.

* Spending per head on general practitioners and prescribed drugs under Medicare for indigenous patients is less than half that for all patients.

* Aboriginals are 15 times more likely to be in prison than other Australians.

* Aboriginal females are 15 times more likely to be admitted to hospital than all females because of assault. 

Problems with alcohol and substance abuse are severe.

JESUIT SOCIAL SERVICES STUDY “Barriers To Employment”

Melbournes high rise public housing estates are fighting a losing battle against poverty , unemployment crime and drugs the report states.

The report undertaken from interviews between September and December last year shows…

*About half of the 2,200 households on the estates had weekly incomes below $299.

*At least a quarter of the towers residents were jobless , compared to 6% for the rest of Australia.

*One in six had drug problems.

* A quarter of all households on the estate were single parent homes.

* Most residents were born outside Australia and only about a third listed English as a first language.
Jesuit Social services Policy Director Father Peter Norden said “Intervening to help these communities , where there is entrenched disadvantage , is far more effective in tackling the issues than building more prisons and mental health institutions or increasing sentences”

The report a review of the support programs across the Richmond , Fitzroy and Collingwood Public Housing Estates.recommends promoting more carefully focussed initiatives and more neighbourhood renewal projects. The benefits system also needed overhaul to support more people in casual , part time and lowly paid work , it recommends. 

CHILD CARE PRESSURES ON HOUSEHOLD BUDGETS

Mothers have to go back to work to pay their mortgages , but if you do not have child care this can be a severe burden on a family.

A recent “Herald Sun” Newspaper survey (10/1/2003) of every Victorian municipality found thousands of parents were queuing , some for years to get council or community based child care. Victoria is facing a child care crisis with some councils reporting as many as 850 children on their waiting lists. Pregnant women are signing up unborn babies at several centres in order to get a place. The crisis is claimed to have forced many mothers to give up work.

The 15 longest waiting lists for community or council run child care are as follows……

Municipality                                                          No Children on waiting list

Melbourne                                                                       854

Greater Bendigo                                                              600

Marybinong                                                                     465

Glen Eira                                                                         418

Yarra                                                                                382

Bayside                                                                            340
Hume                                                                                327

Port Phillip                                                                       324

Greater Geelong                                                               305

Nillimbuk                                                                         300

Moonee Valley                                                                 200

Whitehorse                                                                       120

Ballarat                                                                             100

Mildura                                                                             100
Barbara Romeril Executive Director of Community Child Care , the peak body for non profit centres said the loss of Federal assistance to set up centres was contributing to the shortage. The Federal Government abolished the operational subsidy for community based child care centers some six years ago. This should be reinstated in order for families to build their capacity to be financially self sufficient. Department of Human services figures show that in the last 12 months more child care centres closed than were opened , despite long waiting lists for day care in some areas. In 2002 more than double the number of long day child care centres were closed than were opened.   

MORE AUSTRALIANS SEEKING HELP

Increasing numbers of Australians are seeking help from welfare and housing agencies despite a healthy economy and modest jobless rate , a recent survey shows. Results of the survey of 685 community agencies by the Australian Council of Social Services show that they helped 2.3 million people in 2001/2002 , a 12% rise in the past financial year.

But more Australians are also being denied services because the agencies do not have the resources to help. The agencies turned away almost 181,000 people , up 19% , survey results show.

“The economy has gone gang busters for 10 years but that does not mean everyone does well” ACOSS President Andrew McCallum is quoted as saying in the “Age” newspaper 30/1/2003. A further demonstration of the pressure on families is clearly evident in the dramatic increase in debt accumulating on credit cards. The average debt per credit card has risen from $1,000 to nearly $2,500 since 1996 to November 2002. (Source Reserve Bank of Australia)

INEQUALITY IN AUSTRALIA

Australias’ richest people are getting richer almost three times faster than the average income earner , new figures show. Tax Office figures reveal the richest 5% of Australians enjoyed a 28.2% jump in earnings since 1994/5. The average Australians pay packet grew by only 11.5% in the same period. Most Australians suffer an even bleaker outlook because the national average is skewed upwards by the higher earnings of a few at the top.

THE EARNINGS DIFFERENCE IN AUSTRALIA

                     94/95         99/2000      Change $    Change %   Av Annual Inc$

Top 5%    112,203        143,843        31,640           28.2%           6,328.06

Average    33,355           37,174          3,820             11.5%           763.91

Median      27,312            29,304          1,992             7.3%             398.31

TAX AVOIDANCE

Some of Australias wealthiest individuals and companies are pouring billions of dollars each year into overseas tax havens . In January this year Treasury figures showed that Bermuda has been the favoured tax destination for Australians . $2.5Billion was transferred there in the past financial year. The Federal Governments cash monitoring agency confirmed that $5Billion left Australia last financial year , in a trend that could upset the nations economy.

 Authorities have identified 41 designated overseas tax havens including the Cayman Islands , Vanuatu , Jersey and Guernsey. But this could be the tip of the iceberg , with Treasury admitting shortfalls in the Austrac reporting system. Tax Commissioner , Trevor Carmody told a Senate Committee on 14/2/2003 that about 2000 Australian taxpayers are now using tax havens and a number of promoters are under criminal investigation.

 The recent reports are not new in “1995 Rupert Murdochs’ News Corporation made a profit of $US1200million . The groups tax bill was a meagre $US114million. That was $US275 million less than most companies would have paid  , enough to buy a small TV station or a clutch of regional newspapers” (Source Age newspaper 22/7/96). The article goes on to explain how Rupert Murdochs empire paid tax at less than 7% in 1995. Most Australian companies pay at a rate of between 20 and 40%. NewsCorps subsidiaries which comprise 19 pages of the groups annual report are based in tax havens around the world. The group has 49 subsidiaries in the British Virgin Islands , another 25 based in the Cayman Islands , 5 more based in the US Virgin Islands and 4 in the Netherlands Antilles. Other subsidiaries are base in Bermuda , Switzerland , Singapore , and Jersey. In addition what appears to be a major unit , News US Holdings which is backed by A$860 million of parent company investment is shrouded in mystery because under Australian corporate law , the financial details of subsidiary undertakings are not in the public domain.

 Adding to the impenetrability of News Corps finances is the fact that the figures that are shown in a set of accounts on one side of the world can be unrecognizable by the time they show up in the consolidated accounts of the parent organization. In mid February this year News Corporation announced that it had transformed a $1.03 Billion loss in the previous years fist half  to a $725 million net profit for the 6 months ending December 31st 2002. It will be interesting to see how much tax is paid by the company !

 Rupert Murdoch became a US citizen in order to progress his financial interests, The respected Forbes magazine shows Murdochs personal  wealth at $9.09Billion US as of March 2003.

 At the same time that tax avoidance occurs at the top , average Australians had to pay higher surcharges and taxes according to a Productivity Commission Report of December 31, 2002. Taxpayers were billed an average of $1,270 each to bail out business through tax breaks , tariff assistance and industry grants last financial year. The $14Billion in subsidies to keep local industries afloat came at a cost. State and Federal Governments cut spending or borrowed money to provide the assistance. The manufacturing industry received the lions share receiving $5.3Billion. Car makers , textile , clothing and footwear manufactures , dairy farmers  and sugar cane growers were the four most subsidized industries in Australia according to the report. A 15% jump to $3.3Billion in state based spending from five years ago was largely because of bidding wars between states for big name business according to the Productivity Commission. It warned the regional bidding wars could be a waste of money with no big returns. It also warned taxpayers would have to support even more business in the future.

 The most recent Budget Papers under ABS Labour Force show the tax cuts introduced as part of the GST package in 2000/2001 have now been totally eaten away. The tax taken from every working Australian has again resumed its relentless upwards climb. 

RICH AND POOR GAP WIDENING

There is a growing chasm in Australian society between the mind boggling wealthy and the people who cannot pay the rent. The research by the National Centre for Social and Economic Modeling found that more and more of the countrys’ wealth is being concentrated in fewer and fewer hands. In fact more than half the personal wealth in Australia is held by 20% of the population. The average wealth of the top 20% of Australians is $772,000. The average wealth of the lowest 20% is $18,000. And if you add up the wealth of the bottom half of the population , it equals less than 10% of personal wealth. While one in five Australians are rolling in it , the Smith Family calculate that one in eight are living in poverty.

 From figures supplied by the Australian Bureau of Statistics , the Real Estate Institute of Victoria , the Real Estate Institute of NSW and the Reserve Bank of Australia , the following statistics arise……

* Increase in average gross weekly earnings between 1991 and 2001 34.7%.

* Increase in average weekly rent 94%.

* Increase in monthly loan repayments in Melbourne 52.2% , in Sydney 84.4%.

*Increase in median house prices between 1991 and 2001 , in Melbourne 105% , in Sydney 78.6%.

* Proportion of disposable income saved in 1991 , 7.2% in 2001 2%.

* Increase in household expenditure on fuel (gas , electricity etc) over the last 10 years 70%.

* Increase in lone person households between 1991 and 2001 , 500,000.

Most if not all the basic expenditure requirements apply to both the rich and the poor , hence it would appear the poor must be going out backwards , even those in some employment.

DECADENCE AMONGST THE RICH ?

Kerry Packer is Australias richest man , he has a personal fortune of $4.14 Billion . The recent Packer wedding ie the marriage between his son James and Jodhi may be defunct but the memories live on. Not only was the china customized , but estate silver was flown in from London and transported to the family compound in an armored truck and $5million was spent just on custom made gold cuff links and pendants for the guests. (Source Melbourne Age newspaper 4/1/2003)

 The article reports on an estimated 3000 professionally organized parties in Sydney including the Packer wedding and a similar number in Melbourne. The article goes on how guests at a Cointreau ball rode two metre ice sculptures down grassy slopes. Hundreds of thousands of dollars were spent on gimmicks like 12 metre slippery dips and food conveyer belts and a dazzling white staircase. At another of these parties , 350 millenium revellers ate lobster off individually carved ice plates in a cliff top marquee on a five metre scaffold overlooking Portsea. A pure white carpet was layed in the marquee and 2000 imported silver stars were studded into the ceiling to simulate a starlit sky. The 350 main course plates took a Melbourne ice sculptor four months to carve and the menu featured not only lobster but duck and desserts and Moet Nectar Imperial. The article refers to another wedding where $20,000 worth of pale lemon roses were commissioned to decorate a pure white marquee. Whilst the bride approved them , when they arrived the brides’ mother did not. The party planner found a grower of pure white orchids in Hong Kong and dispatched the brides family jet. The orchids arrived 8 hours before the wedding and everyone approved. The lemon roses except for five bunches used in the guests toilets never saw the light of day.

COMPANY CHIEF EXECUTIVE OFFICER(CEO) PAYOUTS AND SALARIES

Recent CEO payouts have angered workers and the poor as they skyrocketed whilst low income earners were being denied basic redundancy entitlements. It is one rule for the big end of town and another for everyone else.

RECENT CEO EXIT PACKAGES

Tom Park                   Southcorp                      $2.3million

Gary Toomey             Ansett                            $3.5million

Rodney Adler             HIH Insurance               $3.7million

John Fletcher              Brambles                        $7.7million

Ross Wilson                Tabcorp                         $9.2million

Denis Eck                   Coles Myer                     $15million

Sheryl Pressler           Lend Lease                      $15million

Paul Anderson            BHP Billiton                   $18.3million

George Trumball         AMP                               $23million

Brian Gilbertson         BHP Billiton estimated    $24million

Steve Jones                 Suncorp Metway              $30million inc salary

What is particularly galling is that some of these people presided over companies that collapsed. For example Gary Toomey from Ansett and George Trimball from AMP who was responsible for the GIO takeover debacle. Former AMP chief Paul Batchelor is rumoured in the newspapers as still angling for a $20million payout.

 Australias ten richest Chief Executives earned $66.3million in combined salaries last year. Media baron Rupert Murdoch topped the list with a $16.3million pay packet in 2001/2002. Business Review Weekly Magazines poll had Westfield Holdings Chief Frank Lowery slotted in to number two position with an $11.9million salary. Commonwealth Bank Chief Executive David Murray had $7million salary last year. His pay was inflated by a special $4.65million bonus for clocking up a decade of service as the banks head teller.

Westfarmers  Chief Michael Chany received $7.9million

Macquarie Banks Allan Moss received $4.8million

Westpac Banks David Morgan received $4.6million

Leighton Holdings Wal King received $4.1million

Aristocrats Leasing Des Randle received $3.7million

James Hardie Peter Mcdonald $3.5million

CSR’s   Peter Kirby   $3.5million

Last financial year the average remuneration not including exit payments for Australias top 100 CEO’s increased by 38% compared with 3.1% for all employees.

Clearly the Federal Government needs to limit the pay and golden parachutes for senior executives through increased taxes and charges at the higher end. ACTU Secretary Greg Combet is quoted in the “Age” 6/2/2003 as saying “The pay increases for Australias top 100 CEO’s last year was enough to pay the minimum wage increases of 59,000 low paid workers. The Federal Government cannot urge wage restraint for workers earning less than $500 a week , but do nothing about executive incomes of more than $20,000 a week”

A CRISIS IN GP BULK BILLING

The provision of bulk billing by general practitioners (GPs) is one of the central features of Medicare. Bulk Billing means people can see their doctor when they need to and not according to whether they can pay for a consultation. Over the past six years the number of consultations bulk billed by GPs throughout Australia has steadily but consistently declined , falling from 80.1% in 1995-96 to 71.2% in September 2002. (Source Commonwealth Department of Health and Ageing-Medicare Statistics)

In the 15 month period from June 30 ,2001 to September 30 2002 the national rate of bulk billing declined from 77.65 to 71.2% , a drop of 6.4%. at this rate , if no action is taken , the level of bulk billing will fall to zero in less than 14 years , or by September 2016.

The decline has its biggest impact in rural areas. recent research in the Medical journal of Australia , showed that women in rural Australia are paying more for their health care than their city counterparts and are less than half as likely to have their GP consultations bulk billed. The results showed average out of pocket costs had increased over time in rural areas as the use of bulk billing decreased.

 As bulk billing has fallen , the level of co-payments for GP services has continued to grow , rising from an average of $8.32 per consultation in 1995-96 to $12.57 in September 2002. The rise in co-payments for GPs reflects a broader trend whereby patients are increasingly paying higher out of pocket expenses for pharmaceuticals and specialist health care. For example , since 1995-96 , co-payments for specialist services have risen on average from $15.82 to $26.77 in September 2002. (Source Commonwealth Department of Health and Aging-Medicare Services)

SOCIETY ST VINCENT DE PAUL

The Society in their report “Two Australias Addressing Inequality and Poverty” made these startling observations ….

 “Over 5 million Australians (up to 30%) live at a distinct economic disadvantage compared to the rest . Official Household Expenditure Survey data for 1998/9shows that 5.5million people are in households with incomes less than $23,000 per annum. Some of these would be single people and pensioners who can survive reasonably well at this level , but these would be offset by large numbers of working poor families having higher incomes than $23,000 , but at levels that are still totally inadequate. For Example SPRC’s Budget Standards unit indicates that for a family with four children would need around $48,000 per annum.”

 “At the heart of this large section of the community living at economic disadvantage , as indicated by analysis from various research bodies such as ANU , Melbourne Institute of Applied Economic and Social Research  NATSEM , SPRC , NATIONAL ECONOMICS etc between 2-3 million Australians live in poverty , that is between 11 and 15%.

In addition to those in poverty we estimate that a further 9-10% of Australians at an economic disadvantage live on the edge of poverty where what seems minor crisis for most Australians such as school costs at the beginning of the year , breakdown in appliances or sickness , could tip some families into stressful and long term economic difficulties.”

So the St Vincent De Paul Society report highlights that around 25% of Australians live in or around poverty levels. 

It should be noted that the Society has just released a new report which is reported to show the situation has deteriorated even further.

RECOMMENDATIONS
(1) A higher marginal tax rate for incomes above $150,000 per year.

(2) Government intervention to tax Chief Executive Officer payouts at sixty cents in the dollar.

(3) For annual income packages above $400,000 per annum , tax deductibility as company costs be abolished.

(4) Abolition of tax shelter arrangements including prosecution of promoters of such schemes.

(5) Private health rebate for those earning in excess of $150,000 per annum be abolished.

(6) Establishment of a national forum via the Federal Government (as a matter of urgency) to establish an agreed strategy for 5 year plans and policy to correct the social imbalance. Those attending the forum should include Federal and State political leaders , business and church leaders , aboriginal leaders , trade union leaders , academic , charitable and welfare sector representatives.

(7) The Australian welfare pension be indexed to a higher basic living standard than at present such as to average weekly earnings.

(8) Immediate  Federal Government financial aid to reinstitute the operational subsidy for community based child care centres.

(9) That Governments use their power in the market place and in some cases use their legal power to mandate changes to assist the poor and disadvantaged, eg The Federal Government as the majority owner of Telstra to reimplement the buy 90% Australian manufactured goods policy.

(10) Increase in the Medicare rebate for general practice consultations to offset inflation. Greater investment in community based health care services and centres. Fund these measures by scrapping the Private Health Insurance Rebate.

Senators I appreciate that you have taken the time to read my submission.

Copies of all my resource material are available on request.

Yours Sincerely 

Burt Blackburne

37 Third St

Parkdale Vic 3195

