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INTRODUCTION TO COTA NATIONAL SENIORS

COTA National Seniors Partnership is the largest seniors’ organisation in Australia with more than 270,000 individual members and over 1500 seniors organisations under its umbrella. It offers members a vast range of services and benefits and is an influential vehicle for contributing to policy debates affecting older people in Australia.

The Partnership, effective from 11 December 2002, will join the State and Territory COTAs and Council on the Ageing (Australia) with National Seniors into a joint national operation that will merge and share various operations of the eleven organisations.

With its combined individual and organisational membership representing all aspects of Australian seniors interests, COTA National Seniors Partnership has a pre-eminent role in representing, advocating for and serving older people throughout Australia. In terms of policy, it adheres to four principles:

Policy Principle 1:
maximising the social and economic participation of older Australians. 

The Partnership seeks to maximise opportunities for social and economic participation by older Australians, including promoting positive approaches to the contribution of seniors and the ageing of the Australian population, and by breaking down age discrimination in all areas of social and economic life.

Policy Principle 2:
promoting sustainable, fair and responsible policies

The Partnership is committed to the development of fair and sustainable policies for seniors that take account of the needs of the entire community in the short and long term. It develops policies which are fiscally and economically responsible and which fairly balance the competing needs and interests of diverse groups amongst the senior population and other sectors of the community.

Policy Principle 3:
protecting and extending services and programs that are used and valued by older Australians

The Partnership develops policies and provides advice on maintaining and improving services and programs which seniors use and value. These include primary health care, hospitals, pharmaceuticals, employment services, utilities, public transport, residential care, housing and community care. It will seek to ensure that there is an adequate “safety net” of services and income support which all seniors can access according to fair and equitable criteria in order to maintain a reasonable quality of life. 

Policy Principle 4:
focus on protecting against and redressing disadvantage 

The Partnership believes that all seniors have the right to security, dignity, respect, safety, high standards of treatment and care and to equal participation in the community regardless of income, status, background, location, frailty or any other social or economic factor. As a result we will have a strong focus on seniors who are most vulnerable or disadvantages in terms of these criteria.
SENATE COMMUNITY AFFAIRS REFERENCES COMMITTEE

INQUIRY INTO POVERTY IN AUSTRALIA

TERMS OF REFERENCE

The Senate has referred the following matters to the Senate Community Affairs References Committee for inquiry:

1. (a) 
the extent, nature and financial cost of:

- poverty and inequality in Australia,

- poverty amongst working Australians,

-  child poverty in Australia, and

- poverty in Australian communities and regions;

(b) 
the social and economic impact of changes in the distribution of work,

the level of remuneration from work and the impact of under-employment

and unemployment;

(c) 
the effectiveness of income-support payments in protecting individuals

and households from poverty; and

(d)
 the effectiveness of other programs and supports in reducing cost

pressures on individual and household budgets, and building their

capacity to be financially self-sufficient.

2. 
That, in undertaking its inquiry, the committee also examine:

(a) 
the impact of changing industrial conditions on the availability, quality

and reward for work; and

(b) 
current efforts and new ideas, in both Australia and other countries, to

identify and address poverty amongst working and non-working

individuals and households.

Executive summary and recommendations

COTA National Seniors believes that there are serious issues of poverty, inequality and social exclusion for many older Australians. 

The people affected by poverty we are most concerned about include:

· people of advanced age, often single people reliant on an age pension over a very long period particularly those in private rental but also including some home owners;

· people going into retirement with insufficient resources due to long periods spent on social welfare payments in the pre-retirement years;

· unemployed people reliant on Allowances for very long periods and eroding  assets and savings for current living costs. 

COTA National Seniors believes that the Australian economy and society have undergone profound changes over the past 20 years. People now face more risks of poverty and social exclusion than they did in the past due to such factors as:

· greater pressures on social and community services and health care benefits

· social changes such as high rates of divorce

· retrenchment, unemployment and precarious employment

· premature retirement

COTA National Seniors believes that Australia’s system of social protection needs to undergo a thorough review and reform to deal with the ageing of Australia’s population, emerging economic inequalities and risks of social exclusion. While the Welfare Reform process has gone some way to addressing the deficiencies of the present system in regard to people of working age, there needs to be a broader approach across the life cycle and which bridges the pre-retirement and post-retirement years. 

This submission does not address all the terms of reference of the inquiry however we have covered most that are relevant to our constituency of people aged 50 and over. Consistent with our policy principles, we also take account of the broader social and economic issues and the needs of all groups in Australian society including young people and families. 

The following recommendations summarise those made in the body of this submission.  COTA National Seniors believes that they provide an effective basis for protecting older people from poverty and disadvantage.

Employment for mature age people

The importance of ongoing paid work in contributing to a reasonable standard of living for older people both pre and post retirement and in assisting to alleviate cost pressures on the government cannot be overestimated.  

· It is essential that the government commit itself not only to ensuring continuing strong economic growth, but works towards achieving full employment and low levels of income inequality.  
· For older workers there is a need to reverse some of the trends that have developed in previous decades, particularly those associated with discrimination against older workers and the trend towards early retirement.  
· Policies and programs are established to maximise opportunities for mature age people in the contemporary labour market.
Income Support

An adequate pension scheme is vital to sustain those without the resources to assist themselves.  COTA National Seniors recommends:

· Reassessing the age pension level, in particular for single age pensioners who are currently facing financial difficulties.

· An ongoing increase of $300 indexed or 3 per cent in the incomes of full pensioners and allowees. This builds on the initiative in the last Federal Budget of a one-off $300 payment. This pension increase or supplement needs to apply to all people 50 and over who are reliant on social security incomes.

· Ensuring that the retirement savings of individuals in the pre retirement years are not depleted by long periods of unemployment. This may mean revising the social security assets test for mature age people to more realistically reflect lifecycle factors affecting savings and to be cognisant of the retirement savings requirements of older Australians. This may lead to the development a graduated age-related assets test.

· Newstart Allowance for older unemployed people should be increased or replaced with another payment that more realistically reflects the duration of the unemployment they are likely to experience: the current level of a pension payment would be appropriate. This new payment should be introduced for people 50 and over – or even 45, the age at which age discrimination begins to manifest itself. The income test for this payment should also be lifted to the same income test as for a pension income.

· Defer abolition of Mature Age Allowance until there is an improvement in employment rates for people 60 and over.

· An increase in the income test-free area would remove the disincentive for pensioners to seek paid work.

Health Services

A free and accessible public health system is a vital plank in promoting healthy ageing.  COTA National Seniors recommends:

· Upgrading of Medicare and the public hospital system to ensure timely access for older people to appropriate services, including allied health services such as physiotherapy, podiatry, chiropractic and psychology.

· Taking steps to reverse the decline in availability of bulk billing services.

· Introducing a national dental health policy accompanied by Commonwealth and State funding to reduce the crisis in oral health. 

· Adopting a broad multi-faceted approach to improving life expectancy, health status, and the life chances of Aboriginal Australians.  

· Ensuring the access of low income older people to essential medication via the PBS and ensuring that copayments are not inhibiting access to the medications they need.

Community Care Services

· An increase in the level of HACC services to assist the frail aged to remain at home for as long as possible and reduce the demand on residential care services.

· Rural Age Pensioners in particular require urgent assistance with regard to home support and residential care facilities.

Public Transport

· Provision of transport concessions to all low income households.
Housing
· Increased provision of appropriate and affordable public and community housing for low income people.
· Reassessment of the level of rent subsidies for low income people forced to rent in the private market.
· Research to determine the extent of older home owners living in straitened circumstances and unable to manage basic living costs. 
Building Financial Capacity
· Providing incentives to encourage workers to delay retirement.
· Encouraging workers to save for their retirement by improving superannuation arrangements (details are provided in our submission to the Senate Select Committee on Superannuation – Superannuation and Standards of Living in Retirement)
· Broadening the Pension Bonus Scheme to provide stronger incentives for older people to remain in and to return to employment after receiving the age pension. 
· The implementation of an earnings credit scheme to average earnings out over the course of a year thereby encouraging “periodic” or “seasonal” work.  
· The provision of home equity conversion products to ‘unlock’ equity for home owners.
· Implementation of a scheme similar to Welfare Reform’s Working Credit scheme for age pensioners to encourage take up of part time and casual work where this is possible and desired. 

1. Poverty and inequality in Australia
1.1 Measuring Poverty

It is not currently possible to determine the exact extent of poverty in Australia because no one methodology for measuring it has yet been universally agreed upon.  While researchers accept that poverty in Australia is largely relative, there is also acknowledgment that some Aboriginal and Torres Strait Islander people live in absolute poverty without access to some of the basic necessities of life such as clean water, adequate nutritious food and appropriate housing.  

In the mid 1970’s when the Henderson Poverty Line was first developed as a tool to measure the extent of poverty, older people were identified as the group of Australians most likely to be living ‘below the poverty line’.  At this time most older people were dependent on the age pension and “accumulated wealth levels were relatively low.”  (Harding, King & Kelly: 2002: 7)  

Since the 1970’s there have been numerous studies conducted to measure relative poverty in Australia and these have generally focused on ‘income poverty’ – drawing a line at 50% of median or average income below which hardship or poverty is said to exist.  Difficulties in assessing the numbers of people living in poverty relate to exactly where the line is drawn and to what is included or excluded from the calculations (for example housing).  However a recent government policy paper suggests that whichever method is adopted “The most consistent result is that low-income rates for older income units are always above those for the non-aged population, although the extent of this difference varies widely.” (Whiteford & Bond, 2000, p44)

In the mid 1990’s the Federal Department of Social Security commissioned the Social Policy Research Centre at the University of New South Wales to develop a series of Indicative Budget Standards for Australia.  This became one of the most comprehensive analyses of poverty to be undertaken in Australia since the Henderson Inquiry.  In this approach consumption was studied “by specifying a basket of goods and services that correspond to a particular standard of living.”  (Bittman, 1997, p2)  Two standards of living were measured – a ‘modest-but adequate’ standard and a ‘low cost standard.’  The low cost standard would require “frugal and careful management of resources but still be enough to allow social and economic participation...below which it would become increasingly difficult to maintain an acceptable living standard because of the increased risk of deprivation and disadvantage.” (Bittman, 1997, p8)  Budget Standards research also links poverty to social exclusion by showing that deprivation can lead to an inability to participate socially.  For example being unable to provide for visitors constitutes social exclusion.  The issue of social exclusion is examined at greater length in Section 5.2.

Analysis of these budget standards “suggest that the worst off groups, with the greatest incidence of a less than low cost standard of living, are single older women, sole parents with one or two children and single non-aged women.  These are the groups that have been identified in conventional poverty research as experiencing the greatest risk of poverty.” (Saunders, 1998b, p23)  The Budget Standards project also showed that a single person renting privately would experience a 35% shortfall between their benefit and the “low cost budget standard”, while a home owner reliant on the age pension would fall 20% below the standard.

The NATSEM/Smith Family study (2001), Financial Disadvantage 1990-2000: The persistence of poverty in the decade of growth shows that there has been a persistent rise in poverty amongst older Australians between 1990 and 2000. In 1990, people 65 and over had a poverty rate of only 7.2 per cent of the cohort rising to 11.2 per cent in 2000. In addition, the proportion of 50-64 year olds in poverty rose from 10.6 per cent to 11.5 per cent. The report notes "This increasing poverty rate, the ageing population and early retirement are resulting in the over 50s making up an increasing share of the poor." The report also acknowledges that after-housing poverty rates have not changed for the aged over the decade. (Harding, Lloyd, Greenwell, 2001, p17)

In the last 2-3 years COTA National Seniors has noted a significant increase in the incidence of serious hardship reported by older people to the Seniors Information Line.  This submission addresses the extent of this hardship supported by existing poverty research. COTA National Seniors is aware that the issue of poverty measurement will be dealt with at greater length in other submissions to this inquiry, including those from the Australian Council Of Social Service, the Victorian Council Of Social Service and the Brotherhood of St Laurence and agrees that a broadly accepted method of measurement would be an important contribution to understanding the precise nature of poverty in Australia.   

1.2 Older People At Risk of Poverty

Older people are generally said to be faring better than younger people in recent years and while it is true that some are now doing very well, others are not.  There is increasing inequality and “the average picture for older Australians masked major differences among them, as the after-inflation incomes of the bottom 25% of older Australians fell over the 12 years [from 1986-1998], while the incomes of the top 25% rose.” (Harding, King & Kelly, 2001, piii).  
The difference between the groups relates to asset holdings and private income.  Those in the top 25% have enjoyed long and productive working lives (often in highly paid professions), have been able to purchase their own homes, invest in shares and property and accumulate superannuation funds in order to provide for their old age.  The assumption that wealth increases with age is true for only a minority of older people.  The gap between richer older people and poorer older people is widening.  A recent Natsem report concludes that between the year 2000 and 2030 “wealth and inequality will grow for a variety of reasons but the ageing population and differing asset portfolios are two reasons” (Kelly, 2002, p20) 

Particular groups of older people are more likely to be at risk of poverty than others and these include:

· older people in private rental with no private income

· women

· single people reliant on the full age pension – often women

· those on pensions or allowances for a very long time with no potential for improving their income.

The majority of older Australians, through no fault of their own, find themselves dependant upon income support in the form of allowances or pensions.  For the government and for older people themselves financial dependence is a critical issue.  Table X below shows that in 1999-2000 one third of people aged 55-64 and three quarters of those aged 65 and over relied on pensions and allowances as their principal source of income.  In this same period almost half (46%) of Australians aged between 50 and 64 years were not in paid employment.  (According to the Department of Family and Community Services 1999 submission to the House of Representatives Standing Committee on Employment, Education and Workplace Relations.)

Table X:  Principal Source of Income for people aged 55-64 and over 65 in 1999-2000

	Principal source of income
	Age 55-64
	Age 65 and over

	Wages and Salaries
	43.4
	3.1

	Own unincorporated business
	8.9
	1.8

	Government Pensions and Allowances
	33.6
	74.1

	Other
	12.1
	19.6


Source:  ABS, 2001a, p13

The likelihood of many of this group taking up paid employment in the future is small and, for over half the men and a third of the women, this situation is not voluntary, with individuals reporting that they are ‘job losers rather than job leavers’. (Sheen, 2000, p16).  Section 2.2 explores mature age unemployment and underemployment further. 

1.3 Dependency

There is an attitude that has gained currency in recent years within government circles and in some sections of the community that promotes ‘independence’ as the ideal state for older people but equates this with financial status.  (Leveratt, 1998) Notions such as ‘welfare dependency’, ‘the age dependency ratio’ and the ‘self-funded retiree’ promote the view that reliance on government pensions and services is inappropriate and creates ‘a burden on society’.   In some cases the attitude is also perpetuated by pensioners themselves who insist on struggling to ‘get by’ often on inadequate allowances and refusing to ask for extra assistance even where this may be available (for example through Home and Community Care services and various charities).  These people are often critical of others who are prepared to acknowledge that they do need extra help. 

The belief that there are ‘deserving’ and ‘undeserving’ older people belies the inability of those who have existed on low incomes all their lives to save for old age.  It also overlooks the good fortune that some older people may have enjoyed during their lives – constant employment, business success, inheritances, tax breaks on superannuation, the dispersement of fringe benefits or other public support.  People do not ‘choose’ to be poor and ‘blaming the victim’ distracts attention from the real issues.  Older people who have no option but to rely on government assistance must be provided with this in a way that promotes independence and maintains dignity.  

2. Factors that Increase the Risk of Poverty For Older People

The factors that contribute to an increased risk of poverty for older people vary according to age.  For the younger cohort (50-64 year age group) these factors include:  unemployment and underemployment; dependent family members; inadequate income support.  For the older cohort (65plus) factors relate to inadequate retirement income; increasing housing costs; ill health and disability.  At a structural level globalisation and the changing nature of work has had an enormous impact on poverty and inequality in Australia.

2.1 Changing Industrial Conditions

During the past two decades successive Australian governments have been engaged in a process of economic deregulation designed to make Australia more competitive on global markets.  A significant consequence of this process has been dramatic industry and labour market restructuring.  Strong economic growth over the past decade has lead to a growth in jobs, however much of this has been part-time, casual and contract work with no security of tenure. In addition, there have been fundamental shifts across industry sector, occupational categories and geographical locations. In particular there has been an increase in jobs in the services sector (though these are often part-time or casual) and a decrease in jobs in the manufacturing sector and there are now many fewer jobs available in rural Australia.  

Since the 1970’s government changes to pension schemes combined with economic restructuring have frequently led to the retrenchment particularly of older workers giving rise to what McDonald and Kippen describe as “discrimination against older workers and a culture of early retirement” (McDonald & Kippen, 1999, p6).
Table A below clearly shows that the effect of these policies over time has been to reduce the numbers of older men in the workforce. The pattern for women is different due to the comparatively late stage at which policies were introduced to encourage their return to the workforce. 

Table A: Percentage of older men in the labour force 

	Age
	1973
	1998

	50-59
	88%
	74%

	60-64
	76%
	46%


Source: McDonald & Kippen 1999, p. 6

This has had a dramatic effect on older Australians so that:

· almost half (46%) of Australians aged between 50 and 64 years are not in paid employment and (Sheen, 2000, p4)

· a third of Australians aged between 50 and 64 years are reliant on some form of social security payment as their primary source of income. (Sheen, 2000, p4)

· over 50% of people move on to the Age Pension from a working age income support payment. (Wallace-Green, 2003, p5)

2.2 Unemployment, Underemployment and Low Wages

Official figures do not accurately reflect the situation of mature age unemployment as only those actively seeking work are counted.  Disillusionment has lead many older people to give up the search for work, while others are marginally connected to the labour force and working many fewer hours than they would prefer.  In some cases unemployment amongst mature aged people is disguised as self-employment.  

The Welfare Reform Pilots conducted by the Department of Family and Community Services with mature aged participants revealed that 66% of those surveyed rated their chances of finding work as ‘poor’ or ‘very poor’ and 82% cited age as a barrier to work.  The main reason cited by participants for stopping work in their last job was retrenchment.  52% of those surveyed would have preferred to be working currently with another 10% preferring to work in the next 5 years.  (DFaCS, 2002, p14) 

The increasing number of part-time, casual and contract jobs has had both positive and negative effects on mature age workers according to evidence taken in the Parliamentary Inquiry on Older Workers.  “Positives included creating an income stream, cushioning against job loss, boosting morale, and creating a pathway to a full time, permanent job.  Negatives included the problem of employers wanting casual staff to be on-call, exploitation, low wages, long hours, much time lost travelling from one workplace to another, and difficulty in securing payment on completion of projects. Part-time, casual and contract work could be a way forward in either making up a package of such jobs - a "portfolio" of jobs – or in forming a stepping stone to full-time employment. And for some mature age people it is the preferred model for employment. (Sheen, 2002)  

However for others part time, casual and contract work is all they can get and many would prefer to be working more hours for more pay.  According to the Australian Bureau of Statistics, in September 2001 there were 2,514,800 part-time workers and 24% of these wanted to work more hours. In the 45-54 cohort around 13% of women and over 18% of men wanted more hours while in the over 55 cohort over 6% of women and approximately 8% of men were looking for increased working hours. (ABS, 2002)

 There are also mature age people working in low skill jobs receiving low rates of pay.  Some workers for example in the Footwear, Clothing and Textile Industry earn low hourly rates of pay and in some cases, in spite of having full time jobs are not necessarily better off than those on allowances and pensions who may also be entitled to additional non-cash benefits.  Findings from a Department of Family and Community Services analysis suggest higher rates of stress are associated with both low rates of pay and relatively short working hours. (Bray, 2001, p47)

Those in the 50-64 age group, generally need to work in order to pay off mortgages, accumulate savings for retirement and support dependent family members particularly children and older parents.  With decreasing fertility rates and reduced numbers of young people entering the workforce in the next 20 years there will need to be encouragement for older people to remain in or return to work.  Increasingly too as people live longer and healthier lives they will want to remain in the workforce.  While some older people may require extra training in order to take on employment in an era of information and communication technology, they also have much experience to offer employers.

COTA National Seniors supports the increased participation of mature age people in the workforce for two main reasons:

· as a means of preventing a long term slowdown in economic growth

· as a means of providing a retirement income consistent with the life expectancies and expectations of older Australians. (Sheen: 2001:conclusion)

2.3 The Changing Nature of Families

Increasingly older people have responsibilities caring for children, partners and older parents and this affects their ability to participate in the workforce.  According to a recent paper from the Department of Family and Community Services the numbers of people receiving Family Tax Benefit (paid to primary carers of children) between December 2000 and December 2002 grew most significantly in the 55-59 age group (33% increase) followed by the 50-54 age group (16.5% increase).  Growth in the numbers aged under 40 decreased.  (Wallace-Green, 2003, p7)  While recipients may not be the parents of these children – they may be grandparents, other family members or guardians – these figures do indicate a continuing responsibility for children into later life.  

The growing trend to having children later in life means that people may be out of the workforce and reliant on allowances such as FBT until they are quite old.  This is also true for sole parents and for carers. The largest group of carers in the year 2002 were people in the 50-59 age group who made up 41% of recipients and were predominantly providing care for their partners. (Wallace-Green, 2003, p10/11)  All of these groups face particular difficulties finding work as mature age jobseekers.
Families face many challenges.  The divorce rate is high, the extended family has been replaced by the nuclear family and events such as war, migration and technological change have disrupted family life.  Unemployment, sickness, lone-parenting or the need for both parents to be in paid employment place extra strains on families. Families living in country areas are likely to suffer even more stress than their city counterparts often compounded by isolation. Support from the extended family, particularly grandparents, can be invaluable and cost-effective in the long run. 

As the life span increases, grandparents frequently provide an essential role in keeping families together and intact and in some cases grandparents assume primary carer roles. The Australian Bureau of Statistics (ABS) report issued in 2000 stated that 51% of Australian children under 12 used some type of child care, a figure that is steadily increasing. 66% of children under 5 years of age were in some form of care with 37% relying on the informal care of relatives or friends – in the majority of cases grandparents. (ABS, 2000)  Providing this type of support can free parents to seek paid work thereby enabling them to provide their children with a better standard of living and improve their life chances. 

2.4 Inadequate Income Support

“Much of the expected economic dependency of older people is caused by exclusion from the labour market.” (Rosenman 1999, p43)  Those in the 50-64 age group are most likely to be amongst the long term unemployed - on average for 2 years – and once they lose a job it is quite difficult to re-enter the workforce.  However there are significant numbers of unemployed mature age people who are not eligible for any income support due to the social security assets test.  These people have no alternative but to use up their asset base while searching for paid employment.  This runs counter to what should be a primary goal of retirement incomes policy – protection of assets for retirement and old age.  

Those who do qualify for Newstart Allowance are faced with a rate that is considerably lower than the level of the age pension and without the same fringe benefits as the age pension.  If poverty alleviation is a serious goal of the social security system, then the adequacy of Newstart as the primary means of support for unemployed people in their fifties experiencing long term unemployment must be questioned.  

COTA National Seniors recommends increasing or replacing Newstart Allowance for mature aged people with another payment that more realistically reflects the duration of unemployment they are likely to experience (the current level of a pension payment would be appropriate) and lifting the income test for this payment to the same level for a pension income.
Older women (particularly single older women) are more likely to be living on low incomes.  For many this relates to time out of the workforce caring for children and other family members and a consequent lack of savings.  Older women who live alone on a pension with no private income are most likely to be experiencing hardship.  A study undertaken by the Older Womens Network (Australia) found “There was a unanimous view that the single age pension is too low to provide an adequate income in retirement.” (Thomas & Fogg 2000, p5)  This is also the message that has been consistently reinforced through COTA’s own networks in each state.  It is also well documented that living expenses are higher for those living alone. “For most household types, couples are estimated to need between 30 per cent and 40 per cent more than a single woman to reach the same living standard.” (Saunders, 1998a, p583)  

In a similar vein, according to Harding, King & Kelly (2002, p17).

 “Most older Australians remain heavily dependent on the age pension, with increases in the rate of age pension and/or liberalisation of the income and assets tests continuing to be extremely important in determining the living standards of older Australians.” 

Older people who find themselves living on allowances and pensions over a long period of time with no potential for improving their income are also likely to struggle.  This is particularly true for older people who have been unable to find employment in their pre-retirement years and move from for example Newstart Allowance to the old age pension at 65.  Any savings that might have been made in their earlier working life are likely to be used up at precisely the time they would have been most useful.

2.5 Inadequate Retirement Income

There is a direct correlation between the work older people do in the years immediately prior to retirement and their ability to partly or fully support themselves in their retirement.  For those whose time in the workforce has been in lower paid employment or who have experienced time out of the workforce during periods of unemployment, partial employment or as primary carers of family there has not been the same opportunity to save.  These people are more likely to be reliant on allowances in the short term and pensions and benefits later in life as they use up available assets in their pre-retirement years.    

“Relatively few older people currently identify superannuation as their main income source in retirement.” (Rosenman, 1999, p41) Where superannuation exists it is seen as a supplement to the age pension though for women in particular it makes little real difference.  Current projections suggest that the impact of the Superannuation Guarantee will not be felt until after the year 2020 and that even an increase in “the compulsory superannuation contribution rate to 15% will only improve the picture significantly for the baby boomers if they do not take early retirement.  Otherwise, the trends towards early retirement and reduced hours prior to retirement will effectively negate the increased contribution rate.”   (Kelly, Harding & Percival 2002, p. 20/21).  

For women the picture is even less rosy.  Lower earnings and time out of the workforce caring for family means a smaller payout that is only likely to provide a small supplement to the pension.  “A female baby boomer retiring in 2020 will be lucky to have enough for a comfortable retirement.” (Kelly, 2003, p14)  

Even where retirement is voluntary there is a need to ensure that older people have sufficient funding to last through life and are not eventually placed in a position where they must manage on the aged pension.  The following calculations from Fitzgerald and Rooney  show the effect on retirement incomes of remaining in the workforce for longer.

For a person retiring at 58 (the average retirement age for males) and drawing down $30,000 per annum or 60 per cent of final salary, superannuation will be depleted by the age of 72. By delaying retirement by 2 years superannuation savings will last until 79. By working an extra 5 years, superannuation would last until the age of 95. 
For the same person working one extra year full-time and one extra year part-time, his superannuation will last until he is 78. And if he continues part-time until age 63 his superannuation savings will last until he is 90. (Fitzgerald and Rooney ,1999, p43) 
Part time work is an important means of supplementing the pension for some and is also an important transition between full time work and retirement.  “In 1997, 18% of people who had retired from full time work reported to ABS that they had been working or were seeking part time work and 5.6% of retired people reported part time work as their major source of income in retirement.” (Rosenman, 1999, p 40)  

The Federal Government is now “looking at offering incentives to encourage workers to delay retirement from age 55 to 65 to lessen the budget pressures caused by an ageing population.” (The Age, Feb 26 2003, News 4)   Reversing the current tendency of employers to discriminate against older workers is an essential first step towards increasing their participation in the workforce.  It will also be necessary for the government to remove the disincentives that currently operate to prevent continued employment of older workers such as high benefit reduction rates on the age pension and tax penalties on older people combining super income with part time or self-employment.

2.6 Rising Housing Costs

· Private Rental Market

The poorest older people are those living alone in private rental accommodation fully dependent upon an allowance or pension.   While there is a tendency for the costs associated with living to generally decline with age (Saunders, 1998a, p586) this tends to relate to an increased incidence of home ownership amongst older people.  If older people do not own their own home and private rental costs are factored in this accounts for a large rise in their total weekly expenditure. It is also understood that those in this situation are most likely to be living in poor health or to be socially excluded.   “The well-being of the older population in the low cost private rental market or not in the housing market at all, is believed to be the most tenuous.” (Faulkner & Bennett, 2002 p16) 

· Public Housing

Reduced housing stock and long waiting lists have forced some into the private rental market.  This situation is not ideal.  For older people on low incomes who do not own their own homes, public housing is the most effective means of preventing poverty.  A major concern is that the increased reliance on the private rental market is placing pressures on older people who do not qualify for residential aged care.

· Homeless Older People

In the year 2001-2002 the over 50 year age group accounted for 8.6% or 8,170 of SAAP’s 95,000 clients.  (Australian Institute of Health and Welfare, 2002, p16).  People rarely choose to be homeless but for those living on low incomes there is little margin for extras including what for many would be considered basics such as furnishings, white goods, access to dental and other medical services.  Older people living in tenuous accommodation are often socially isolated, lacking in self esteem, and may experience an increase in addictive behaviours which may in turn lead to serious health and social problems.  In these circumstances one single unexpected expense can trigger a series of events leading to loss of accommodation.  This group of older people requires intensive support to remain independently and appropriately housed and to break the housing-homelessness cycle.

· Home Owners

It is generally believed that older people who have managed over the years to purchase their own homes are most likely to be well off.  However it has been shown that home ownership is not a safeguard against poverty for those older people totally reliant on the pension with no private income.  A recent study conducted in Britain found that 50% of people living in poverty in that country today either own their own home outright or are paying off a mortgage.  (Burrows, 2000)  The Australian Housing and Urban Research Institute has also noted that “Elderly persons with less financial resources experienced poorer well-being outcomes regardless of tenure.” (Faulkner & Bennett, 2002 p 35)  COTA National Seniors recommends further investigation be undertaken in this area in order to determine the incidence of this “hidden poverty” in Australia.  

2.7 Ill Health and Disability

Amongst the 65 plus cohort the incidence of ill health and age related disabilities such as hearing and vision loss, reduced mobility and dementia increases.  The health costs of caring for frail older people are enormous and place great strain on public medical services.  Individuals are increasingly required to bear some of these costs.  Hospital admission, prescription medication, home support services and residential care often come with a ‘gap’ or user pays component, putting extra pressure on those with already limited incomes.  It is also important to note that while ill health can lead to poverty through the increased costs involved for individuals, a high level of stress and social isolation as a result of inadequate income can also have negative long term effects on the health of older people. “For many older adults, lack of money will limit their ability to support their physical and psychological well being.” (Watson & Hall, 2001, p25)

However research into ‘healthy ageing’ or ‘positive ageing’ also suggests that while money is important there are in fact five categories of resources that contribute to psychological and physical well being: “human capital [knowledge and skills], psychological capital [resilience to change and other stresses], financial capital, social capital [supportive networks and shared cultural norms] and time [to build up the other resources].” (Watson & Hall 2001, p24)  The research shows that participation in community activities and the presence of nurturing friendships in the life of an individual can partially overcome the lack of financial capital. (Watson & Hall 2001, p25)  It is this knowledge that drives recent moves in Britain, the UK and Australia towards policies of social inclusion (see section 5.2).

3. Poverty in Australian Communities and Regions

3.1 Rural Communities

The Human Rights and Equal Opportunity Commission observed during its series of “Bush Talks” that “people in rural and remote Australia generally come off second best.  Distance, isolation, lower incomes and minority status all exacerbate the experience of discrimination, harassment and lack of services and participation.”  (Human Rights and Equal Opportunity Commission, 1999, p1) 

Limited employment possibilities and poor access to health services, education and transport, lower the quality of life for many in rural communities.  While this pattern is not uniform across rural and remote Australia – some of the larger regional towns are prospering – many people are living with the consequences of economic deregulation, industry restructuring, the withdrawal of government services, such as hospitals and schools, and the closure of banks and other businesses.  This has led to job losses and reduced incomes and further exacerbated rural poverty levels.  Local community organisations report dealing with increasing levels of stress, family breakdown, suicide, substance abuse and crime. 

Many rural populations are also ageing as younger people move to the larger towns and cities in search of education, work and a better lifestyle.  “Life in rural communities for the older population is becoming harder and harder.  A lack of suitable accommodation and needed services leads to depression, isolation and potentially adverse outcomes.”(Faulkner & Bennett, 2002 p16)  Cutbacks and closures in hospitals and health services (including mental health services) have had a particularly adverse effect on the lives of older rural Australians many of whom are unable to access timely and appropriate care.  There is a widespread lack of aged care facilities and support services (particularly Home and Community Care services) to enable older people to remain in their homes for as long as possible.  With the migration of younger family members to cities and larger regional centres frail older people have even fewer resources.  Some end their days in a hospital some distance from home and family, community and friends.

A study of incomes in regional Australia determined that “Non-metropolitan areas had a much higher proportion of low income households than did the capital cities and a lower proportion of high income households.” (Lloyd, Harding, Hellwig, 2000, p23) The report also noted that while the costs for some items can be cheaper in rural regions than in the cities (for example rent) other items such as petrol and some food costs were greater. Also, “Access to transport in all its forms will continue to be a critical issue for older rural residents as it has a major impact on their ability to participate in community life and to access essential services.”(NSW Committee on Ageing, 2000, p10)  

From information received from older people in regional and rural areas, COTA National Seniors understands that many have been hard hit by the GST and increased petrol prices which have flowed through to higher prices on a range of basic goods and services – including food. This is a strong theme emerging from all our state and territory Councils.  Rural Age Pensioners in particular are struggling and require urgent assistance particularly with regard to home support and residential care facilities.

3.2 Indigenous Communities

Life expectancy in the indigenous population is 20 years below that in the total Australian population – 56 years for indigenous men and 63 years for indigenous women.  (ABS, 2001b, p4)  “In 1999 Aboriginal and Torres Strait Islander people were more likely than the non-indigenous population to live in conditions considered unacceptable by general Australian standards.” (ABS, 2001b, p3)  They are also more likely to suffer from ill health, have higher mortality rates from diseases that are in the main preventable and are underrepresented in education and employment.  Their housing is frequently inadequate and poorly maintained and they are over-represented in the prison system and in the homelessness service system.  Indigenous people are amongst the poorest people in Australian society and in some instances their poverty is absolute rather than relative  - they are unable to access basics such as clean water, nutritious food, clothing and shelter.

It is essential that a broad multi-faceted approach be taken to improving life expectancy, health status, and the life chances of Aboriginal Australians and that indigenous people are included at all stages of planning and consultation.  At a minimum, Aboriginal communities need the following to improve the life expectancy and health status of their members:  adequate, culturally appropriate housing; good nutrition; clean water supply; access to educational opportunities particularly for children and young people; adequate income; access to good quality and culturally appropriate health and community services. 

“Shorter life expectancy and the earlier onset of chronic disease in the Indigenous population mean there is a greater proportion of Aboriginal and Torres Strait Islander people becoming ill and needing care at an earlier age.” (ABS, 2001b, p41)  Immediate improvements to health services for older Aboriginal Australians should include the location of primary health care services and public health programs close to Aboriginal communities; involving Aboriginal health workers in the care of older Aboriginal people and supporting and expanding appropriate residential aged care facilities such as the Aboriginal Community Elders Services in Melbourne.  Access to mainstream services should also be ensured where available. 

4. Factors that Protect Against Poverty 

4.1 Income Support

Australia’s social security system plays a vital role in ensuring that Australians without adequate income from employment or other sources are able to afford the basics – food, clothing and housing.  Most older Australians are dependent on the age pension once they reach 65 and many rely on some other form of income support  prior to that time.  

Older people on full pensions and allowances continue to struggle to make ends meet. People have reported to COTA Seniors Information Services in the last 2-3 years that the GST, increased user pays, removal of some medications from the Pharmaceutical Benefits Scheme and pressures on services such as dental care have all played a part.  

Since the introduction of the GST, older people are reporting to COTA National Seniors that they are feeling that costs for many products and services have substantially increased and that their incomes are inadequate. They have noted the considerable increases in prices in the areas of: insurances; gas and electricity; household services including repairs, gardening and maintenance. 

In previous reports and submissions to government COTA National Seniors has documented strategies for assisting older people who are dependent on income support and these include:

· An ongoing increase of $300 indexed or 3 per cent in the incomes of full pensioners and allowees. This builds on the initiative in the last Federal Budget of a one-off $300 payment. This pension increase or supplement needs to apply to all people 50 and over who are reliant on social security incomes. 

· The social security assets test for mature age people needs to be revised to more realistically reflect lifecycle factors affecting savings and to be cognisant of the retirement savings requirements of older Australians. This may lead to the development a graduated age-related assets test. 

· Newstart Allowance for older unemployed people should be increased or replaced with another payment that more realistically reflects the duration of the unemployment they are likely to experience: the current level of a pension payment would be appropriate. This new payment should be introduced for people 50 and over – or even 45, the age at which age discrimination begins to manifest itself. The income test for this payment should also be lifted to the same income test as for a pension income.

· Defer abolition of Mature Age Allowance until there is an improvement in employment rates for people 60 and over.

· An increase in the income test-free area would remove the disincentive for pensioners to seek paid work.

· An earnings credit scheme for pensioners would enable them to take on casual or irregular paid employment to supplement their income. 

· Home equity conversion products can ‘unlock’ equity for home owners.

4.2 Other Programs

There is a range of non-cash benefits that are also extremely important in maintaining the living standards of older Australians by reducing their required cash outlay.  “Government non-cash benefits in the form of services and subsidies have a substantial impact on the living standards of the population generally, and particularly on those of older people.  The ABS has estimated that in 1993-94 the value of government services and subsidies for households with a reference person aged 65 years and over was $145 per week compared to cash benefits of $185 per week [and that] health benefits and other welfare services are most significant for the older population” (Whiteford & Bond, 2000, p 39) 

COTA National Seniors believes in targeting eligibility for fringe benefits towards low income pensioner groups. (Marston,  p11)

Services of particular benefit to older people in alleviating cost pressures and preventing financial hardship include: 
· Public Medical Care

The health and well-being of the ageing population is of critical importance since healthy older people reduce the pressure on health services. The Medicare public hospital system provides essential medical services for low income people who cannot afford access to private hospitals.  In recent years however the public hospital system has been overstretched, waiting lists have increased and hospital stays have been reduced.  Medicare also does not cover many important areas of treatment under the umbrella of allied health services such as physiotherapy, podiatry, chiropractic and psychology. Low income, older people have difficulty accessing these services if they have not taken out "extras" in private health insurance. However insurance is expensive and may not offer a large enough rebate to make the premium affordable, especially for people paying health insurance out of a full age pension. 
Access to bulk billing has been an important factor in reducing cost pressures on older people whose health is declining.  Since 1996 the level of bulk-billing has fallen from 80% to under 70% with the rates “even lower in outer metropolitan and rural areas.” (The Age, 6/3/2003, p4)  For an individual on a full age pension needing to see a doctor once or twice a week, his or her income can be reduced by amounts in the order of $6-$12 per week or more. This is yet another factor contributing to the financial hardship reported by many older people. 

The greatest deficiency of our national health system is that there is no assistance for low income people to maintain oral health.  COTA National Seniors considers that there will be ongoing need for public dental health services that ensure low income people receive a minimal standard of dental health care. A national dental health policy is urgently needed. The Commonwealth will need to work with the States and both levels of Government will need to provide additional funding to achieve the aims of this policy. 

· Community Care Services

Community care services (such as the Home and Community Care program (HACC) and Community Aged Care Packages) play a vital role in enabling frail older people to remain in their own homes (‘ageing in place’) while receiving essential support at an appropriate level for their needs.  This reduces the pressure on hospitals and residential care programs and is an important adjunct to the public health system.  HACC services can also assist carers of the frail aged to keep their elderly partner or parent at home.  However, the introduction of co-payments for some services has placed an added burden on those who can least afford it.

· Social and Community Infrastructure

Social and community infrastructure such as public libraries, swimming pools and educational centres provide free or low cost opportunities for older people to participate in educational and recreational activities within their community.  These activities keep older people socially connected to their communities and promote ‘healthy ageing’.

· Public Transport

Subsidising the cost of public transport enables older people who cannot drive to commute to work, shop, visit family and friends – it enables them to continue to be active members of their community.  The cost of public transport for those on low incomes who do not qualify for concessions is rising.  A Melbourne study has indicated that between September 1992 and December 1997 there was a 20% rise (above inflation) in urban transport fares – trains, trams, buses and taxis.  (Dufty, 1998, p2)  Providing transport concessions to all low income households would alleviate this cost pressure.

· Pharmaceutical Benefits Scheme

Australia’s Pharmaceutical Benefits Scheme is a critical part of the health and aged care system.  The PBS provides affordable medication enabling those with chronic or acute illnesses to improve their quality of life.  The de-listing of some drugs from the PBS is causing suffering and financial hardship particularly for older people who are more likely to rely on medications for age related illnesses.

· Housing Assistance  

Housing costs have risen rapidly in the past decade and can consume a large percentage of weekly income.  Public housing and rent assistance help to alleviate these costs.  However even with subsidies there are many drawbacks to private rental including the inadequacy of subsidies in a high cost private rental market; lack of long term security of tenure; lack of mobility (eg. ownership of a car) to look for alternative accommodation; reliance on private owners to undertake repairs or modifications on properties on which they do not want to over-capitalize; large upfront costs (connection fees, bonds, rent in advance). A good public housing system in competition with the private rental market can influence the problems associated with private tenancy.  In order to achieve this there is a need for increased supplies of public housing stock to meet demand and for stocks to be of a suitable standard, well located and well maintained.  

While COTA National Seniors primary concern remains with those who do not own their own homes, we are also very conscious that a large number of older home owners are living in straitened circumstances unable to manage basic living costs and not managing the needed upkeep, renovations and gardening required to maintain a home. 
4.3 Building Capacity for Financial Self-Sufficiency

For people in the 50-64 age group improved financial capacity can be achieved by increased access to paid employment and increased years in the workforce.  Although the forced savings required under the Superannuation Guarantee will eventually provide a reasonable income for retired Australians this will be of limited assistance for many older people in the near future.

While there is very little capacity for older people reliant on the age pension or other benefits and allowances to develop financial self-sufficiency, the following strategies may assist them to improve their financial position.

· Pension Bonus Scheme
This program is currently targeted at people of Age Pension eligibility age who are in employment. By remaining in the workforce, they attract a bonus payment accumulating at 9.4 per cent of the Age Pension per year so that at the end of 5 years a bonus of 47 per cent of the maximum amount payable pension would be given. The scheme is thus designed to maintain workforce participation for the full five years. This scheme could be broadened to provide stronger incentives for people to remain in employment for between one and four years and could also allow older people who have already received an Age Pension to take advantage of the scheme if they have opportunities to return to work.  

· Earnings credit scheme

The effect of additional earnings on social security payments frequently acts as a disincentive for older people to take up part-time or casual employment.  COTA National Seniors recommends the implementation of an earnings credit scheme to average earnings out over the course of a year and thereby encourage “periodic” or “seasonal” work.

· Home Equity Conversion 

For older Australians who own their own home there is an opportunity to “unlock” its value through an equity conversion product.  COTA National Seniors has noticed a dramatic increase in the number of complaints from older people (to the Seniors Information Service) about limited income and a rise in demand for home equity conversion products as a way of accessing extra funds in retirement.  However there is a need for caution in adopting this approach.  There are sensitivities for older Australians surrounding the family home, which most have spent a lifetime working to achieve and many hope to ‘pass down to the children’. Products need to be appropriately costed and packaged depending on housing value and growth potential. For some people with only modest housing value, privately delivered home equity conversion products may be inappropriate altogether but a small scale government guaranteed product may be right.  Where home equity conversion is not appropriate (for example where the capital value of the home is low) older people will require extra assistance to remain in their own homes through extension of the Home and Community Care Home Improvements Program and involvement of the State housing authorities in advising and assisting older people with home renovations and improvements.

· Improving incentives for extra earnings

Many older people on pensions report to COTA National Seniors that they face disincentives for part time and casual work due to the social security income test. COTA National Seniors recommends a review these disincentives in order to encourage older people to take up paid employment where this is possible. Mature age people on allowances (other than the age pension) will benefit from improvements in this area as a result of the Government’s Welfare Reform process with the introduction of the Working Credit scheme. Similar incentives need to be available for Age Pensioners.

5. Current efforts and new ideas in addressing poverty 

5.1 Social Inclusion and ‘Positive Ageing’

Social inclusion is one of a number of terms coined in recent years (social capital, community capacity building, social partnership and social entrepreneurship are others), which highlight the importance of enabling individuals to participate fully within their community.  People unable to participate in mainstream activities considered normal within their community are said to experience exclusion.  Achieving social inclusion requires facilitating access to:  employment providing reasonable remuneration; education and training programs; good quality, affordable and appropriate housing; quality health care; leisure and recreational opportunities.  

In Britain the New Policy Institute, established to monitor poverty and social exclusion, uses 50 statistical indicators covering all aspects of the subject from income and work to health and education. (see www.poverty.org.uk)  In 1997 the British government set up the Social Exclusion Unit in an attempt to “address the problems facing the most disadvantaged in this wider context.” (Howarth et al)

Within Australia there has been increasing research in recent years into the importance of community, localism and citizen participation and the impact on these of poverty and disadvantage. Combating social exclusion is seen as a way of increasing the social capital of individuals and communities.  In 2000 the South Australian Government announced the introduction of a Social Inclusion Initiative to address the problem of social exclusion defined as:

A weakening of our social fabric indicated by complex and endemic problems of unemployment, lack of education and skills, poverty, sub-standard housing, family breakdown, low self-esteem, violence and poor health, that can cause social disintegration for individuals, families and entire regions.  It arises from the combination of these problems and underlying causes and is exacerbated by a public sector that is unable or unwilling to address these problems and the links between them.  (Farrington, 2001)

As this definition suggests, achieving social inclusion requires a whole of government approach to address the multifaceted problems associated with poverty and disadvantage.  It also requires commitment at an individual, community, and private sector level towards creating a fair, equitable and sustainable society.  Within such an environment healthy or ‘positive’ ageing which aims to improve the physical, emotional and mental well being of older citizens becomes possible.  

5.2 COTA National Seniors Recommendations
The following recommendations summarise those made in the body of this submission.  COTA National Seniors believes that they provide an effective basis for protecting older people from poverty and disadvantage.

Employment for mature age people

The importance of ongoing paid work in contributing to a reasonable standard of living for older people both pre and post retirement and in assisting to alleviate cost pressures on the government cannot be overestimated.  

· It is essential that the government commit itself not only to ensuring continuing strong economic growth, but works towards achieving full employment and low levels of income inequality.  
· For older workers there is a need to reverse some of the trends that have developed in previous decades, particularly those associated with discrimination against older workers and the trend towards early retirement.  
· Policies and programs are established to maximise opportunities for mature age people in the contemporary labour market.
Income Support

An adequate pension scheme is vital to sustain those without the resources to assist themselves.  COTA National Seniors recommends:

· Reassessing the age pension level, in particular for single age pensioners who are currently facing financial difficulties.

· An ongoing increase of $300 indexed or 3 per cent in the incomes of full pensioners and allowees. This builds on the initiative in the last Federal Budget of a one-off $300 payment. This pension increase or supplement needs to apply to all people 50 and over who are reliant on social security incomes.

· Ensuring that the retirement savings of individuals in the pre retirement years are not depleted by long periods of unemployment. This may mean revising the social security assets test for mature age people to more realistically reflect lifecycle factors affecting savings and to be cognisant of the retirement savings requirements of older Australians. This may lead to the development a graduated age-related assets test.

· Newstart Allowance for older unemployed people should be increased or replaced with another payment that more realistically reflects the duration of the unemployment they are likely to experience: the current level of a pension payment would be appropriate. This new payment should be introduced for people 50 and over – or even 45, the age at which age discrimination begins to manifest itself. The income test for this payment should also be lifted to the same income test as for a pension income.

· Defer abolition of Mature Age Allowance until there is an improvement in employment rates for people 60 and over.

· An increase in the income test-free area would remove the disincentive for pensioners to seek paid work.

Health Services

A free and accessible public health system is a vital plank in promoting healthy ageing.  COTA National Seniors recommends:

· Upgrading of Medicare and the public hospital system to ensure timely access for older people to appropriate services, including allied health services such as physiotherapy, podiatry, chiropractic and psychology.

· Taking steps to reverse the decline in availability of bulk billing services.

· Introducing a national dental health policy accompanied by Commonwealth and State funding to reduce the crisis in oral health. 

· Adopting a broad multi-faceted approach to improving life expectancy, health status, and the life chances of Aboriginal Australians.  

· Ensuring the access of low income older people to essential medication via the PBS and ensuring that copayments are not inhibiting access to the medications they need.

Community Care Services

· An increase in the level of HACC services to assist the frail aged to remain at home for as long as possible and reduce the demand on residential care services.

· Rural Age Pensioners in particular require urgent assistance with regard to home support and residential care facilities.

Public Transport

· Provision of transport concessions to all low income households.
Housing
· Increased provision of appropriate and affordable public and community housing for low income people.
· Reassessment of the level of rent subsidies for low income people forced to rent in the private market.
· Research to determine the extent of older home owners living in straitened circumstances and unable to manage basic living costs. 
Building Financial Capacity
· Providing incentives to encourage workers to delay retirement.
· Encouraging workers to save for their retirement by improving superannuation arrangements (details are provided in our submission to the Senate Select Committee on Superannuation – Superannuation and Standards of Living in Retirement)
· Broadening the Pension Bonus Scheme to provide stronger incentives for older people to remain in and to return to employment after receiving the age pension. 
· The implementation of an earnings credit scheme to average earnings out over the course of a year thereby encouraging “periodic” or “seasonal” work.  
· The provision of home equity conversion products to ‘unlock’ equity for home owners.
· Implementation of a scheme similar to Welfare Reform’s Working Credit scheme for age pensioners to encourage take up of part time and casual work where this is possible and desired. 
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