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EXECUTIVE SUMMARY

Poverty is a major public policy problem, even on the most austere measures.  It diminishes the lives of many Australians and imposes financial and other costs on the community as a whole.  These include increased demand for health services, increased crime and poorer educational outcomes. 

Despite the documented costs there is no national strategy that aims to reduce poverty.  This is partly because there is no agreement on how it should be defined and measured.  As a result, policy makers choose from a range of competing methodologies that produce very different estimates of the incidence and nature of poverty in Australia.

More intensive studies of actual living standards, as opposed to incomes suggests that poverty, in the sense of material hardship is not as widespread in Australia as often thought. However the growing proportion of people on low incomes increases the vulnerability of people to poverty and also has negative effects on health and well being.

This submission proposes that poverty should be reconceptualised to emphasise vulnerability and the links between poverty, hardship and social exclusion.  The submission argues that anyone on a low income is manifestly less able to absorb sudden increases in the cost of living or the financial impact of a major illness of some other adverse event.  They are by definition more vulnerable to poverty. 

The linking of low incomes with poverty reflects the themes in research on the increasing relationships between poverty and inequality and health and well being. 

This vulnerability is largely the result of unemployment, the increase of casual and part-time work and low wage jobs market
. 

Poverty as defined under the more austere measures is generally seen as the result of a person in a vulnerable position being pushed into actual material hardship by either a manifestly inadequate income or by a series of events such as illness or price increases.  In some cases, the cause of the decline from vulnerability to poverty is the administration of the range of cash payments for unemployed, the retired, the disabled – hereafter referred to as Income Support.  The current approaches to breaching, despite some reforms are still unreasonably punitive.

The submission suggests estimates of poverty should be based on the results of several of the key measurement methodologies.  The prospects for consensus for action are likely to be greater when a particular household type or population group is shown to be in poverty under a range of measures.  Sole parents, and couples with dependent children show up as in poverty under this approach.  There is also evidence that other groups such as young people and people with caring responsibilities are not adequately protected by current levels and administration of income support.

In addition to addressing the specific terms of reference, the submission highlights poverty among indigenous South Australians. On every measure of poverty and well-being indigenous South Australians are the most disadvantaged group in the community.

The submission proposes an integrated national response to poverty that draws on both Australian and overseas models and builds on and supports existing Commonwealth initiatives such as Welfare Reform, a National Agenda for Early Childhood and Strengthening Families and Communities.

The elements of such a strategy would include:

· Immediate action to address key gaps and flaws in income support;

· A research agenda to enable more precise identification of living standards as opposed to income levels and the actual distribution of hardship/poverty among vulnerable population and client groups;

· Early intervention and prevention of poverty by increasing financial management skills, support, early intervention, and identification of poverty by other services such as education.

· Reducing vulnerability through individual and community capacity building and protections for vulnerable workers. This would include supporting participation in education and training; facilitating the development of community self-help and some consideration of selective labour market regulation and income supplements for the low paid.

A number of the elements of this strategy are already in place.  The challenge is for the Commonwealth to develop an integrated response to poverty in consultation with States and Territories.
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Introduction

The Senate Community Affairs Reference Committee has called for submissions on a number of dimensions of poverty.  The terms of reference for the submission are outlined in Attachment 1. 

The Government’s approach to poverty is outlined in “Rebuilding Services”, the Labor Party election policy.  This document states that:

'In a healthy, functioning society, all citizens need to be able to shape their own lives, the lives of their families and contribute to the wider society…Poverty and inequality remain the main blocks to South Australians enjoying the fruits of a dynamic, inclusive and just society. Poverty is a chief determinant of an individual’s health and drains a community’s power to build itself.'

The South Australian Government has made a strong commitment to the reduction of poverty.  This is reflected in the development of the Government’s Social Inclusion Initiative, the health portfolio’s focus on population health and health inequalities and the establishment of a Social Justice Portfolio.

This submission is organised in four parts.

Part 1

Making Sense of Poverty and Inequality is divided into two sections.  

The Cost of Poverty and Inequality demonstrates that poverty imposes major costs on the government and the community as a whole and that as a result reducing poverty should be seen as an investment rather than simply as a cost.  This section broadly responds to the financial cost of poverty as required by the Inquiry Terms of Reference. 

The Poverty Debate briefly reviews several different measurement methodologies and then proposes an alternative approach that consists of a Financial Vulnerability Continuum that emphasises the dynamic links between inequality, poverty and material hardship.  This approach is designed to assist policy makers to move from debate about poverty lines to the development of a consensus for action.

Part 2

Specific Dimensions of Poverty responds to the Inquiry’s terms of reference on poverty and inequality in general; poverty among working Australians, child poverty and poverty in Australia’s regions and communities.  There is also a brief discussion of smaller disadvantaged population groups.  The increasing reliance on part-time, casual work and low paid full-time work is seen as a major cause of increasing vulnerability.  Poverty is seen as partly the result of people in an economically vulnerable position being pushed into real hardship by specific events or circumstances.  

Part 2 also briefly outlines the extent of poverty and hardship among indigenous South Australians and a range of other specific population and client groups. 

Part 3

The Effectiveness of Current Responses to Poverty 

Part 3 examines the effectiveness of existing income support and other measures designed to relieve financial pressure and increase the capacity of individuals and families to achieve financial self-reliance.  An analysis of Income Support reveals that specific household types are in poverty. The administration of Income Support, in particular the penalties for breaches of conditions actually force significant numbers of Australians into poverty.

The high marginal tax rates on welfare beneficiaries who obtain part-time work discourage people from moving into employment and thus maintain their vulnerability.

Public and community housing and financial assistance and counselling are also important for people on low incomes but they keep pace with need.

Part 4
New Approaches to Poverty includes a brief review of Australian and international initiatives and proposes a National Agenda for Action on Poverty with draft principles, goals, outcomes and key areas for action.  This approach is modelled on the Commonwealth’s Agenda for Early Childhood.

The key areas for action could include immediate action to address gaps in income support and flaws in the administration of income support, a research agenda, poverty prevention and reducing vulnerability.

The NAAP would build on and inform other key Commonwealth initiatives such as the Strengthening Families and Communities Strategies, Welfare Reform and Early Childhood.  Like the Agenda for Early Childhood, it would provide a ‘road map’ to guide the range of existing action on poverty and disadvantage across Australia.

A key difference would be a more structured involvement by States and other stakeholders.

Part 1

Making Sense of Poverty and Inequality

'It is beyond question that illness occurs more commonly among people living in poverty than those with greater social and economic resources.  The association between social-economic advantage and health status is one of the strongest, most durable and most universal in epidemiological research'. Leeder (1993), cited in Health and Aged Care, 1999, p1.

I have heard poverty described, as the whole community standing in various levels of water, with some people being up to their waist.  The poor tend to be the ones with their necks in the water.  If anything goes wrong, it could be something external or it could be through mismanagement, they are in trouble, they go under.  Those of us, who are affluent, if you like, are up to our ankles in water.  We can make all sorts of mistakes and life goes on…one of the features of poverty…is that there is no room for error or folly of any kind.  Peter Travers cited in Interim Report of the Social Development Inquiry into Rural Poverty, 1994.
The Cost Of Poverty And Inequality

INTRODUCTION

Concern about poverty is usually expressed in terms of its human cost. The sentiments of Rex Jory, a columnist for the Adelaide Advertiser are a case in point.

In the end, it is subsistence living, a daily battle for survival, nagging fear of illness, of hunger and unpaid bills and empty Christmas stockings.

However there is mounting evidence that poverty imposes costs on the community as a whole through the way in which it reduces productivity, increases health and welfare problems and limits the participation of the poor in education. 

These costs suggest that poverty reduction should be seen as a sound investment in both productive human capital and the future sustainability of health and welfare systems and the success of education and training initiatives.

The strongest support for the view that increasing inequality is detrimental to the economy and society is provided by the health sector.  In June 2002, the National Centre for Social and Economic Modelling released the findings of a study titled Health Inequalities and Income Distribution:  1977 to 1995.  After analysis of health surveys conducted by the Australian Bureau of Statistics and Income Data, the study found that health inequalities grew in tandem with income inequalities over the period and that persons with low incomes reported poorer health outcomes when compared to Australians with high incomes. 

These poorer health outcomes also reduce productivity and as a result economic output as well as increasing demand for health and welfare services.

The Generational Health Review
 of South Australia’s health system identified a number of clear indications of the cost of poverty. The GHR found hospital episodes (in-patient separations) in public hospitals are twice as high in the poorest areas of Adelaide as in the most well off areas. People in the most disadvantaged quintile were found to make about 40% higher use of GP services than those in the most advantaged areas. 

Another measure of health status is the rate of premature death. This is 17% higher in rural and remote South Australia than in Adelaide, after taking account of differences in the age and sex of the populations.  The premature death rate in the predominantly working class Port Adelaide is 93% higher than in the middle and upper class suburb of Mitcham.

Approximately 1,200 deaths could be avoided per year if all South Australians enjoyed the health of those in Happy Valley, an area with a lower death rate, lower incidence of low-income families and lower level of disadvantage than most other neighbourhoods in Adelaide.  

A number of studies have specifically addressed the relationship between poverty and social problems.  For example a major review of research into the causes of child neglect and delinquency by the Bureau of Crime Statistics and Research concluded that, 'economic factors play a role in child neglect….  Economic hardship brought about by poverty and unemployment may affect the emotional health and well-being of parents and in turn lead to changes in parenting behaviour.' 

A South Australian report found that in 1995-96 $355 million was expended because of child abuse and neglect.
  This included; $2 million by welfare, health, education and justice agencies in responding to known instances of child abuse and neglect; $10 million in responding to child abuse and neglect not reported to child protection authorities and $303 million in further costs including disability, injury, impairment, and the subsequent effects on the future parenting ability of the child.

The South Australian Department of Education and Children’s Services (DECS) cites a range of research that demonstrates that low socio-economic status/background is one of the most significant indicators of educational exclusion.  DECS contends that socio-economic status makes the largest difference to educational participation and is a major indicator of low retention, participation and performance for both boys and girls.

The South Australian Primary Principals Association also highlights the impact on education of students who are transient, living in cars or otherwise disadvantaged.

TAFE SA has also highlighted the impact of socio-economic status on participation in post compulsory education.  Direct costs and lost earnings were deterrents to participating in university and TAFE
 Focus group discussions have highlighted the problems caused by transport and accommodation costs.

Don Weatherburn, Director of the New South Wales Bureau of Crime Statistics, has stated that when inequality rises, so does crime.  While the fundamental causes of this relationship are complex, he states that it does not matter whether the inequality is as a result of the rich getting richer or the poor getting poorer.  The economic outcomes include more public resources devoted to law enforcement and a diversion of private resources away from optimal consumption choices into increased consumption of security measures, higher insurance premiums and possibly an increased risk to personal security.

The Poverty Debate

There is little agreement about either the level of poverty or poverty trends in Australia.  One major study notes that ‘ all of the decisions made by the analyst in defining and measuring poverty are highly debateable.
 

In fact different income based measures of poverty produce different results.  In South Australia, the ranges of poverty lie between 12.4%
 and 23.3%.
  Researchers also differ in their views about whether poverty is increasing or decreasing.  Credible researchers have concluded that poverty in Australia during the 1980s, rose 60%, fell 20% or stayed the same.
 

The disagreement about poverty is essentially a debate between two broad approaches to income-based measures of poverty.  They are measurements of absolute and relative poverty rates.
The relative concept of poverty involves deciding that a point or level at which people can be said to fall into poverty should be based on a certain percentage of average weekly income and then adjusting the poverty line over time as the average income level rises.
  The most recent use of the relative poverty in South Australia was a report prepared for the South Australian Council of Social Service for the Social Policy Research Group of the University of South Australia.  The report, Social Disadvantage in South Australia found that rates of before and after housing poverty almost doubled between 1981-82 and 97-98. 

Peter Saunders of the Centre for Independent Studies, however has argued that the use of relative measures of poverty confuses inequality and poverty.  He advocates the use of half of median income to measure poverty because median incomes are less affected than average incomes by very high or very low incomes. The result of this methodology is a poverty rate of 8% compared to 12% under one use of the half-average income methodology.  The respective poverty lines were set at $362 as opposed to $416 per week. 

Importantly the well-being of two households on identical income will vary enormously depending on family support, location, access to services, financial management skills and the level of pressure and stress being experienced.  Income based measures of poverty, even with refinements such as the poverty gap index are incapable of assessing these more qualitative factors. 

Poverty is also measured on a spatial basis, this is often called locational disadvantage.  Locational disadvantage has been defined as ‘the relative accessibility of individuals from their home location to activities that provide opportunities to obtain income, consumption of goods and services, social contact and recreation.’

One of the main measures of locational disadvantage is the Socio-Economic Indices for Areas tool (SEIFA) developed by the Australian Bureau of Statistics.  The SEIFA index incorporates a number of variables that are recognised as producing disadvantage, including low income, low educational attainment, high unemployment and jobs in relatively unskilled occupations.

SEIFA measures are valuable in highlighting concentrations of disadvantage and providing a more comprehensive tool than income based measures of poverty.  However, it does not take into account the range of non-income and informal supports that determine whether a person on a low income experiences hardship.

Outcomes based measurement is part of an alternative approach also known as deprivation studies.  This approach attempts to examine the extent to which families and individuals are ‘constrained in their activities’ by a lack of income.

A recent study
 by Bray identifies three different types of experience of financial constraints that may occur in isolation or in different combinations:

· Missing out – such as being unable to have family and friends over for a meal, nights out, hobbies, holidays away from home, or having to buy second hand clothing

· Cash flow problems – being unable to pay bills on time or needing to borrow money from friends and family and

· Hardship – being unable to afford heating and meals or having to pawn or sell possessions or needing assistance from community organisations.

Bray's research provides some startling results.  The rate of households in hardship in Australia (3.1%) is dramatically lower than the rates of poverty resulting from income-based measures.  This equates to 222,700 households and 600,000 individuals in hardship as defined by Bray.  Only one in 12 households on Government pensions and benefits show up as experiencing real hardship and half of those in hardship are above the poverty line as measured by income.

Figure 1. Financial Stress by Family Composition of Household
Source: Table 6, Page 29, Hardship in Australia, Bray, 2002.

In this chart the columns are plotted against the left-hand axis and show the number of households experiencing financial stress.  The points connected by the line show this number as a proportion of all the households in this classification and are plotted against the right-hand axis. Bray does not provide equivalent South Australian data.

The striking features of Figure 1 illustrate the diverse experiences of different groups.  For example, young people experience hardship and cashflow problems but do not ‘miss out’.  Bray hypothesises that this is the result of a willingness to trade-off necessities of life against recreational and entertainment priorities but other explanations are also plausible. For example some forms of recreation and entertainment may be more affordable than basic living costs. The actual situation of young people requires more research.

Older people have a lower incidence of cashflow problems.  Again, Bray hypothesises that this is the result of prudent financial management, stable incomes and greater assets.  Finally, couples with children experience little hardship but some cash flow problems and ‘missing out’, which could be a reflection on the importance of meeting the basic needs of children.
 

A further complication is that poverty is a dynamic phenomenon.  Evidence from longitudinal household surveys in industrialised countries such as the UK and the USA indicate families are often pushed below the poverty line in reaction to adverse life events, such as illness, unemployment or marriage break-up, only to experience a reversal of circumstance within the following few years.  Likewise, a percentage of individuals escape poverty for a period of time before experiencing events which again force them underneath the poverty line. 

Baulch and McCulloch, (1998) describe this mobility within poverty as follows: 'the poverty problem is one involving a large turnover of vulnerable people rather than a hard-core of the chronically poor.’  Unfortunately, there have not been any longitudinal studies of poverty in Australian households. 

One of the issues in the measurement debate is the value of measuring income inequality.  However, the discussion above suggests that poverty and inequality are linked phenomena.  Indeed, it is hard to avoid this impression of linkages when reviewing the literature on the costs of poverty/inequality, particularly in relation to health.

The Department of Further Education Employment Science and Technology, in their input to this submission suggested that discussion should focus on ‘identifying the links between unemployment/poor earnings and poverty/social exclusion’.  This seems to be a much more productive approach.

The contrast between the serious impact of poverty and the lack of any sort of coordinated national response has already been highlighted.  One of the reasons for this lack of action is the lack of agreement on how to define and measure poverty.  Another problem is the linkage between poverty and inequality in much of the research about poverty. This is problematic both because it is criticised as confusing two different issues and because inequality is often seen as an inevitable side-effect of economic dynamism.

However, the links between poverty and inequality are inescapable. They have similar effects on health and well being and are associated with other social problems such as crime.  There is also a detailed theoretical explanation of the causal link between inequality and health outcomes which hinges on the relationship between level of control over life events and immunological functioning.

The clearest link between poverty and inequality is that of income and the key issue is vulnerability. People on a low income are obviously more vulnerable to being pushed into poverty by adverse events.  The range of responses will range from regulation and protection to individual and community strengthening.

Part 2

Responses to the Terms of Reference

The incidence and growth of poverty and inequality 
Terms of Reference 1 (a) (I)

What is the level of poverty and is it increasing?

As previously discussed, it is very difficult to reach agreement on the incidence of poverty in Australia.  The following table summarises the rate of poverty under several different measures.

Table 1. Estimates of Poverty in South Australia and Australia

	Report
	Poverty Rate in SA
	National Poverty Rate

	
	Before Housing
	After Housing
	Before Housing
	After Housing

	NATSEM  (a)
	15.9% 


	18.9%


	13.3% 


	17.3%

	Bray (b)
	3.6% Multiple Hardship
	NA
	3.1% Multiple Hardship
	NA

	SACOSS/UniSA(c)
	23.3% 
	11/8%
	17.9% 


	12%


Source: (a) Data provided by National Centre for Social and Economic Modelling 1999


 (b) Bray 2001


 (c) Carson & Martin 2001

Even under the most conservative estimates large numbers of Australians, (600,000 people or 3.1%) experience multiple hardship.
 A comparison with gambling as a public policy issue can help put the significance of poverty into perspective.  The numbers of Australians with gambling problems (290,000) is only half that of those in poverty, but gambling is the focus of considerable community concern and government action.

The question of whether poverty is increasing is also contentious. The South Australian Department of Treasury and Finance
 notes that ‘researchers supporting the absolute concept of poverty claim that poverty has not increased over the last decade, while researchers supporting the relative concept of poverty claim evidence for rising levels of poverty and inequality in Australia and South Australia. The UniSA/SACOSS study found that after housing poverty has increased from 5.2% to 11.8% between 1981-82 and 1997-98.
  

The contribution of affordable housing to poverty cannot be understated.  As indicated by table 1 the lower housing costs in South Australia bring its poverty rate back to the national average.  Housing costs also have implications for specific groups.  For example, the poverty rate of single people over 65 years in age declines from 50.8% to 5% nationally and from 56% to 2.2% in South Australia after housing costs are taken into account.  Sole parents with two children decline from 30.2% to 12.2% nationally and 31.8% to 11.1% in South Australia after housing costs are taken into account.
   (See table 4 on p25.)

Young single people fare worse than the national average after housing costs are taken into account with 12.3% compared to 8.1% in poverty.
  

Both UniSA/SACOSS and the Smith Family highlight the fact that poverty did not decrease during a period of high economic growth.
 Conversely, another analysis notes that poverty rates declined by less in the more prosperous periods than they increased by during periods of relative economic hardship.
 This suggests that the incomes of the already well-off were increasing and this in turn was increasing average wages. Poverty rates based on half-average earnings would record this as a growing number of people falling below average incomes even though their objective standard of living might not have changed.

There are clear signs of an increase in hardship or financial stress.  A recent survey
 of non-government service providers showed an 11% increase over 2000-01 and 2001-02 in the number of people assisted with a 23% increase in people seeking but not receiving assistance.  The respondents to the survey assisted 157,679 people in 2001-02 and consequently are a reasonable reflection of demand for services within South Australia.

There is a far greater degree of consensus about the growth of income inequality.  A 2001 study by the National Centre for Social and Economic Modelling found that in the 1980s and 1990s the disposable income of the top 20% of households grew by 14%, the middle 20% grew 10.2% and the bottom 20% grew by only 1.5%.

The SACOSS/UniSA report on Social Disadvantage in South Australia found that South Australia had the second most equal income distribution in Australia but that this was due to the fact that it was also Australia’s lowest income State.
 

Despite the widely different estimates of poverty in Australia and South Australia, it is clear that poverty affects a large number of people in Australia and South Australia.  Therefore, it should be a major issue for Australia’s governments.

Is there a growing class of working poor?
Terms of Reference 1 (a) (ii) 1 (b) and 2 (a)

An increase in the number and proportion of ‘working poor’ would suggest that the generation of new jobs will not be able to significantly reduce poverty or vulnerability.  This has major implications for any policy response. 

There is of course no agreement about how to define or measure the number of working poor but there are a number of indications that this is a significant and growing problem.

Under the half-average family income measure, only 3.2% of wage and salary earners were in poverty in September 2000.  It should be noted that this measure produces higher poverty rates than the half-mean income measure.  However, because wage and salary earners are such a large group they comprised 15% of all people in poverty.
 

An analysis of child poverty by Harding found that under the half-median family income measure 612,000 or 12.8% of dependent children were in poverty.  Almost half of these were the children of the working poor (11%) or the self-employed.

Bray 2001 found that only 1 in 70 of households reliant on wage and salary earners and 1 in 48 of households where both parents were self-employed experienced multiple hardship.
  

The emergence of the ‘working poor’ or is the result of an increase in part time and low paid work. Approximately 70% of part-time and casual workers are women.

The growth of low paid work is supported by ABS figures that show 10% of the Australian adult workforce earn $10 or less an hour and more than 20% of the adult workforce earn less than $12 per hour.

Low incomes also result from a lack of full time work.  In September 2000, 436,000 Australians who were not employed full time wanted to work more hours but could not for various reasons.  In some of the fastest growing areas of the economy such as retail and hospitality the number of adults earning $12 or less an hour is higher than 35%.  Other occupations, generally female dominated ones such as childcare, aged care, cleaners and administrative staff are also characterized by low incomes.

In South Australia over the 1990s most of the growth in employment has occurred in part time employment.  The number of full time jobs declined by 23,000 or 4.6% of the workforce between 1990-2001, while part time positions rose by 37,000 over the same period.
 This increased part-time work from 27.9% of all jobs in 1991 to 32.7% in 1996.
 This is the result of the decline of traditional full time employment in manufacturing and a growth in areas dominated by casual employment.  The Real Estate Institute of Australia in a 2001 study found the strongest areas of employment growth were accommodation, cafes, restaurants, and property and business services.

The growth of unregulated ‘homeworkers’ may also contribute to the numbers of working poor.  An estimated 692,600
 Australians work at home in a range of occupations.  A proportion of this group is ‘outworkers’ who are paid as little as $5 for three hours work
.  This group are often migrant women with poor English skills.  It should be noted however that the growth of home based work also assists some households to balance earning an income with family responsibilities.

Young people have also been disadvantaged by changes in the labour market.  The wages of young people in full time work have fallen 20% relative to men aged 45-54.

The consequences of these changes in the labor market were summed up by one participant in a focus group
 as, They talk about a new way of living but you can’t buy a house or get ahead if you haven’t got a guaranteed income so its just surviving.

The South Australian Government has responded to the increased vulnerability of many workers by commissioning a review of the South Australian Industrial Relations System
.  That review has made a series of recommendations to ensure ‘basic protections for the more marginalised and disadvantaged members of the workforce’ such as casual and contract employees. 

Broader economic changes have led to an increase in part-time and low paid work in Australia and South Australia. Many of these jobs may have either been taken by young people living at home or women as a second source of household income.  In these cases, such jobs improve the financial position of households.

However, the working poor make up a significant proportion of those in income poverty under the half-median measure and a large number of children are growing up in these households. 

Finally, even those workers in lead part-time casual work who are not in poverty are more vulnerable to poverty. 

How many children are in poverty?  What are the trends?
Terms of Reference 1 (a) (iii)

The extent, nature and financial cost of child poverty.

The impact of poverty on children’s health and participation in education is well documented and therefore the evidence of serious poverty among children should be a major concern for Government.

In 1998 the National Centre for Social and Economic Modelling prepared a major report on child poverty. This report used four different measures of poverty but settled on a half-median family income measure as its main tool of analysis. The report found that 12.8% of 612,000 dependent children
 between 0-24 years of age and 13.4% or 527,000 of those aged 0-14 are in poverty. A later study found that child poverty decreased in the first half of the 1990s but has increased since that time.

South Australia has a higher incidence of children living in low-income households than Australia as a whole. The major causes of child poverty appear to be unemployment and low wages for the parents of dependent children. 

A large number of children in Australia and particularly South Australia are growing up in poverty under more conservative half-median measure of poverty or in low-income households. All of these children can be seen as vulnerable to poverty. It is particularly concerning that this follows a decade of growth.

Given the impact of poverty on health, well-being and educational outcomes this represents a major public policy challenge.

Poverty in South Australia’s regions and communities
Terms of Reference 1 (a) (iv)

While there is ongoing debate about aggregate poverty levels there seems to be little dispute that regional patterns of poverty and inequality are quite entrenched.  This is evident across a range of indicators including unemployment statistics and composite indices of disadvantage.

The spatial distribution of poverty is most clearly indicated by map 1 below.  These maps are developed from the SEIFA index a composite measure of disadvantage. The North West and pockets of the West and South West show up as disadvantaged areas while the East and South East have a high SEIFA rating. 

The concentration of disadvantage in the north, west and pockets of the south is immediately familiar to anyone with knowledge of South Australia and has not changed significantly over the last twenty-five years.
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This pattern of inequality is reinforced by work carried out by the Public Health Information Unit of the University Adelaide.  This study concluded that there is consistent pattern of socio-economic disadvantage across Adelaide as measured by; low incomes, low educational attainment, high unemployment and access to motor vehicles.

The following regions have been identified as areas of high unemployment (8% and over) by the DEWR Small Area Labour Markets report for South Australia, March Quarter 2002.

Table 2 Unemployment (8% and above)

	Metropolitan
	Rural and Remote

	Elizabeth (20.7%)
	Ceduna (15.4%)

	Enfield B (16.4%)
	Coober Pedy (14%)

	Munno Para (12.5%)
	Hallett (11%)

	Enfield A (10.8%)
	Minlaton (9.9%)

	Willunga (9.7%)
	Northern Yorke Peninsula (9.5%)

	Adelaide (9.6%)
	Mannum (9.2%)

	Noarlunga (9.4%)
	Port Elliot & Goolwa (8.9%)

	Thebarton (9.3%)
	Murray Bridge (8.6%)

	Salisbury (9.1%)
	Victor Harbor (8.6%)

	Unicorp Western (9.1%)
	Yankalilla (8.2%)

	Port Adelaide (8.5%)
	Port Broughton (8.2%)

	Prospect (8.2%)
	Yorketown (8%)


Regional level statistics can obscure the wide range of differences within regions.  A complementary approach is analysis of poverty at postcode level.  A recent study
 found that one third of people in the suburb of Ferryden Park in South Australia lived in poverty under the half-average income methodology. 

Characteristics associated with a high poverty rate in postcodes included:

household heads who were unemployed or not in the labour force, households headed by young people, renters (particularly public renters) and households with government cash benefits as the main source of income.

Child poverty rates tended to be 3 to 4 % above adult rates although in the poorest postcodes almost four in ten children, 16% above that of adults were estimated to live in poverty.

The current pattern of disadvantage across South Australia reflects both the decline of manufacturing and the choice by low-income people of cheap housing.  Elizabeth and Munno Para are cases in point.  Many areas of rural South Australia have experienced increased disadvantage because of the decline of traditional sources of employment such as farming, the rationalisation of public and commercial services and regional manufacturing. 

The implications of concentrations of disadvantage are recognised by the South Australian Department of Education and Children’s Services.  Their input to the submission highlighted the fact that school card
 recipients were concentrated in particular regions and that the social composition of a student population was a stronger predictor of performance than individual background.

The South Australian Housing Trust is also addressing the concentration of disadvantage by a deliberate policy of using private/ public joint redevelopments of housing trust areas to achieve a broader mix of tenants within housing trust estates and across metropolitan Adelaide.

Regional profiles of poverty do not take into account household access to non-cash resources and they obscure the differences within broader statistical regions.  However, it is clear that there is a distinct spatial distribution of poverty and disadvantage. 

This suggests that the broader responses to poverty and vulnerability, such as income support and education, may need to be supported by specific local responses. 

Poverty Among Indigenous South Australians

The Senate Community Affairs Reference Committee Inquiry into Poverty has not specifically requested information about indigenous people.  However, the levels of poverty and hardship among South Australia’s indigenous people demand special consideration.

Most Indigenous people have much lower incomes than the general population.  The median weekly income of indigenous people in metropolitan Adelaide is $262 per week compared to $361 per week for non-indigenous people.  In addition, 40.5% of indigenous people aged 15 and over have an income of less than $200 per week.  This means that most of the population group is vulnerable to poverty. 

This vulnerability is exacerbated by the age and household structure of the indigenous population.  For example, 58.3% of the population are under 25 years of age compared to 32.5% of the general population.  Young people generally experience low incomes and higher levels of poverty because of unemployment, lower wages and high levels of breaching and Centrelink debt.  Aboriginal Service Providers have reported major increases in the ‘number and severity of Centrelink penalties’.
 

Some 30% of the indigenous population compared to 9% of the general population receive Sole Parent payments.  Sole parents show up as in poverty under income-based measures and in hardship under outcome measures. 

There is also clear evidence that many indigenous people are not just vulnerable but are also experiencing great hardship.  For example 13.9% of clients of the Supported Accommodation Assistance Program are indigenous despite the fact that the indigenous population is only 1.5% of the population as a whole.  In fact 1000 of a total metropolitan Aboriginal population of 11047 used SAAP services in 2000-2001.   Even where indigenous people have secure accommodation it is more likely to be overcrowded and in poor condition than the community as a whole.

Other indications of the level of distress among indigenous people are that 6.75% of Centrelink indigenous clients are homeless; 80% of the clients of one inner city Indigenous service have difficulty paying their utilities bills and 30% of Indigenous households in urban areas are in poverty after housing costs have been taken into account.

As would be expected this level of disadvantage has an impact on health, life expectancy and need for services.  Thus, the anticipated life expectancy at birth is 19-20 years below that of the indigenous population while 7.5% of hospital in-patient admissions for indigenous people were for mental, and behavioural disturbances compared with 3.7% among the population as a whole.  Aboriginal infants are four and a half more times likely to die during childbirth and three times more likely to die during infancy than the population as a whole.

The Aboriginal community also has higher unemployment and lower school retention than the community. This reduces the opportunities to escape poverty through employment and education. The high birth rate in the indigenous community also means a high proportion of Aboriginal children will grow up in poverty.

The depth of poverty among Indigenous Australians will require both universal responses such as reviewing the incomes support of young people and sole parents and culturally specific responses.  

Other Groups In Poverty
The Senate Inquiry has focused on broad population groups and issues such as children, working Australians and regions and communities. While vulnerability to poverty occurs at this broad level it is likely that smaller population groups experience the bulk of actual hardship where low incomes are compounded by quite specific forms of disadvantage.  An indication of this is provided by table 3 which summarises the needs of a range of smaller population or client groups.  Most of the information is drawn from a housing perspective but the link between housing and poverty suggests that this provides reasonable indicator of poverty and vulnerability.

TABLE 3  HOUSING NEEDS OF VARIOUS CLIENT/POPULATION GROUPS

	Population/

Client Group
	Description

	People with drug and alcohol issues
	An estimated 4,000 people presenting to drug and alcohol services are in need of more stable accommodation.

	Domestic Violence Survivors
	Domestic violence, which largely affects women, was also the main reason clients sought support from the Supported Accommodation Assistance Program in 1999-2000.  In the same year the South Australian Housing Trust provided rent relief to 746 survivors of domestic violence and private rental assistance to 3,746 survivors of domestic violence. 

	People with a Disability
	In 1998 an estimated 16,700 of people with disabilities were renting privately, 9,000 were boarders and 27,500 were in public housing.  Some 4,200 people with disabilities in 2001 had complex needs including housing.

	Homelessness


	An estimated 6,850 South Australians are homeless and families are the fastest growing subgroup among the homeless. 



	People Living in Caravans
	Some 3,825 people were recorded as living permanently in caravan parks in the 1996 census.  This includes a highly vulnerable group of people who are on low incomes, escaping family violence or with other problems.

	Problem Gamblers
	22,000 adults or 2% of South Australians were identified as problem gamblers in a major prevalence study conducted in May 2001. Problem gamblers were more likely to be unemployed, never married and experience mental health issues than the population as a whole.

	Recently Released Prisoners


	In 1999, 4,126 prisoners were discharged; some 247 were turned away from accommodation services provided by Offenders Aid and Rehabilitation Society because of a lack of room.




The circumstances of over 90,000 individuals are summarised in this table. Although there will be some overlap between population groups this makes up a significant proportion of the South Australians in poverty or vulnerable to poverty. A significant number of South Australians are also in poverty because of their caring responsibilities for people with a physical or mental disability.

Family carers are a significant and growing population group that are often in poverty or vulnerable to poverty because of their caring responsibilities.  Some 2.3 million Australians care for the frail aged, people with disabilities or chronic physical or mental illness.  Their contribution to the economy has been estimated at $19 billion.

Over half of all full-time family carers have incomes of $200 per week and 54% of callers to a phone-in in National Carers Week 2001 nominated financial hardship as their most pressing need. 

The caring responsibilities of young people are reducing their future life chances.  Some 38,800 people under 26 years of age, across South Australia have caring responsibilities and only 4% of them are still in school compared with 23% of the general population of young people.  Sixty percent of young carers are unemployed or not in the labour force compared with 38% of the general population.

PART 3

THE EFFECTIVENESS OF INCOME SUPPORT AND OTHER SUPPORT PROGRAMS IN REDUCING PRESSURE AND BUILDING CAPACITY FOR FINANCIAL SELF-RELIANCE

Does Income Support Protect People From Poverty

Terms of Reference 1 (c) and (d)

The high numbers of South Australians who are on low incomes reinforces the importance of income support in protecting individuals from hardship.

There are three aspects of the effectiveness of income support in protecting people from poverty.  The first is the adequacy of income support.  This is assessed by comparing the findings of several different measures of poverty. The administration of income support is also critical to preventing or creating poverty.  A key issue in the Australian context is the level of penalties applied to people who do not meet the conditions of income support. The third is the disincentive effects of the rate at which benefits are withdrawn when a person moves from unemployment to low income or part-time work.

Are Current Levels of Income Support Adequate?
The adequacy of income support depends on the measure used.  On the relative measures of poverty, those based on half-average income most people on income support fall on or below the poverty line.  Some groups, such as sole parents, couples with children and single people fall below this poverty line. 

However outcome measures of poverty show that only one in 12 households on pensions and benefits show up as experiencing real hardship and half of those in hardship are above the poverty line as measured by income.
 Table 4 identifies poverty across a range of household types. 


Table 4: Before and After Housing Poverty Estimates, 1997-98

	Income Units
	National Before-Housing Poverty (%)
	National After-Housing Poverty (%)
	SA Before-Housing Poverty (%) 
	SA After-Housing Poverty (%)

	Single Aged 21-24
	31.1
	8.1
	33.3
	12.3

	Single Aged 25-44
	18.4
	6.2
	21.1
	5.4

	Single Aged 45-64
	33.3
	4.1
	35.5
	4.4

	Single Aged 65+
	50.8
	5.0
	56.0
	2.2

	Aged Couples
	14.5
	12.9
	10.5
	6.4

	Non-Aged Childless Couples
	7.7
	8.2
	13.7
	10.7

	Couple One Child
	7.5
	11.1
	14.0
	12.5

	Couple Two Children
	10.6
	15.3
	14.3
	12.6

	Couple Three Children
	14.6
	18.0
	23.7
	18.0

	Couple Four or More Children
	23.9
	23.8
	*
	*

	Sole Parent, One Child
	34.9
	13.0
	44.7
	7.5

	Sole Parent, Two Children
	30.2
	12.2
	31.8
	11.1

	Sole Parent, Three Children
	55.2
	24.8
	*
	*

	Aggregate Poverty
	17.9
	12.0
	23.3
	11.8


Source: 1997-98 ABS Survey of Income and Housing Costs

*Sample size too small to be statistically significant (ie less than 20)
This table is one of the more detailed recent estimates of poverty in South Australia. The vital role of housing in reducing poverty is highlighted. Other national studies produce different estimates of poverty according to their methodology. However sole parents, young single people and children show up in the UniSA/SACOSS report, the Smith/Family and NATSEM research (which only provides before housing poverty and the outcomes based research of Bray). 

In relation to sole parents and couples with children the depth of their poverty and the fact that they show up as in need under income and outcomes based studies suggest that their income support is not fully effective. It should be noted that over 80% of sole parents are women.

Poverty among young people aged 21-24 is more difficult to identify because of the extent to which they can draw on family support.  There is a need for more detailed qualitative work in relation to this group but there are clear indications of significant hardship in this group.  The levels of benefits to begin with are very low. The Youth Allowance ranges from $83-$150 per week. Some indication of the difficulties young people are having managing on this income are that some 62% of young homeless are in debt to Centrelink while 36%, 135,000 Australians between 15-25 are in debt. These debts are the result of young people receiving advances of up to $500 advances in their benefits from Centrelink.
 

Young people who incur these debts have 14% of their weekly payment withheld by Centrelink.

Does the Administration of Income Support Help Keep People out of Poverty?
The Commonwealth agency, Centrelink, administers pensions and benefits for people without work, retired people without independent income or people who are unable to work.  It is a vital part of Australia’s response to poverty.

However, a number of studies suggest that aspects of the administration of income support are actually increasing poverty and hardship.  Studies by the Australian Council of Social Services, a Senate Inquiry and an investigation by the Commonwealth Ombudsman have all found that penalty rates were high and increasing. 

A report by the Australian Council of Social Service (ACOSS)
 has claimed that in the 2001-2002 financial year, Centrelink imposed 260,000 penalties, at an average of $800 each. 

Penalties of between $380 and $1600 were imposed for failing to attend an interview or respond to a letter.  A third breach of the rules could result in benefits being withdrawn for eight weeks.  ACOSS estimated that 33,000 such breaches were imposed nationally in 2001-2002 with 2,067 such breaches in South Australia.

A report by SACOSS and the Welfare Rights Centre estimated that the cost in 1999 to South Australian households from breaching was $20m.
  In 2002, South Australians incurred $14.6m in penalties.

The Government has not disputed the statistics cited by ACOSS. An investigation by the Commonwealth Ombudsman found that these problems had persisted in 2001-2002. 
 

There appears to be little public support for this level of penalty.  A survey of 1200 people found that 95% of respondents proposed much lower penalties for breaches.

Young people under 25 years of age make up one third of Centrelink beneficiaries but incur 50% of all Activity Breaches and 61% of Administrative Breaches.

There is also a case to reconsider the eligibility of family carers for support.  Currently carers only become eligible for support if they are out of the workforce for two years.  The Carers Association has pointed out that a number of carers are responsible for shorter intense periods of care, for people with a terminal disease for example.
 

Does a high marginal tax rate keep people in poverty?

The tax and transfer system in Australia and many other industrialised countries interact in a way that imposes high effective marginal rates of tax for people moving from or combining Income Support and work. For example a person receiving Income Support can have their benefits withdrawn at rates of between 50cents in the dollar and on a dollar for every dollar earned.

This creates a disincentive to move into work that is often described as a poverty trap that locks many people into welfare dependency.

A recent simulation model showed that lowering the penalty applied to Income Support for low-income earners increased their participation in the labour market.

The Effectiveness of Other Supports 
Terms of Reference 1 (d)
Emergency financial assistance, financial counselling and housing play a key role in reducing pressure and building the capacity of people to manage on low incomes.

The discussion below demonstrates the importance of these services but highlights the level of unment demand. 

Preventing poverty through public and community housing

The high level of public and community housing in South Australia (the State has 14% of the nation’s public housing stock with only 7.7% of the nation’s population) makes a significant contribution to lowering the incidence of poverty in South Australia.  The value of public housing is supported by difficulties facing low-income people in private rental.  Half of the 9400 South Australians with low incomes in private rental pay 31-50% of their income on housing despite Commonwealth rental subsidies.
 

Conversely, the reduction in public housing and community housing of 13% in South Australia over the last eight years has been identified as a factor in the doubling of poverty rates over the last twenty years.
  One indication of a lack of housing is the doubling in those sleeping rough to 1,300 people between 1996 and 2001.
 

The Minister for Social Justice has emphasised the importance of public and community housing stating that:

'South Australians wherever they live should have access to safe, secure, appropriate and affordable housing.  Good housing contributes to the development of a socially just, inclusive and sustainable community and helps address poverty'.
 

The contribution of public and community housing to affordable housing in South Australia is outlined in Table 5. 

Table 5 Public and Community Housing in South Australia

	Program
	Number of households in 2000-2001

	Aboriginal Housing Authority
	2,726

	Homestart Finance *
	2,650

	SA Community Housing Authority
	3,304

	SAHT
	48,493


*(2001-02 figures), 95% recipients of Homestart loans would not have qualified for a bank loan at the time of application.

Source: DHS data

The South Australian Government’s commitment to public housing is being put under pressure by the decrease in funding through the Commonwealth State Housing Agreement over the last decade. 

Preventing poverty through supporting people on low income to manage their finances and cope with crisis.

The Bray research shows that only 1 in 12  households
 on pensions and benefits experience hardship and that only 3.6% of households experience multiple hardship.  This highlights the contribution of government services to enable people on low incomes to avoid poverty.  However, it also suggests that many people on low incomes manage their limited resources very effectively.  

The very small proportion of electricity customers with a debt to AGL (11,000 residential customers or 1.69%) also supports the capacity of most South Australians on low incomes to manage their household budget.

This capacity for financial management is a key factor in keeping vulnerable people out of poverty.  Supporting and adding to the efforts and skills of people on low incomes is a cost-effective investment both in improving individual well-being and managing demand for health and welfare services.

The South Australian Department of Human Services provides $753,600 to a range of community agencies to fund a network of financial counsellors under the Low Income Support Program. 

Every week in South Australia the Department of Human Services provides 460 families and individuals with financial counselling or support.

Family and Youth Services (FAYS) Anti-Poverty Program provides financial counselling and support, administers concessions and assists with the expense of funerals through the Funerals Assistance Program.  Anti-Poverty teams in FAYS District Centres work in partnership with communities to identify issues and develop programs such as school breakfasts, access to whitegoods, money management kits and home starter kits to help young people make a transition to independent living.

The South Australian Housing Trust in conjunction with FAYS has also introduced a Financial Management Project that focuses on increasing tenants financial and social skills.  

South Australia’s community organisations are also a major provider of assistance to low-income and disadvantaged people.  In 2002, 44 agencies responding to a SACOSS survey
 delivered services to 158,000 low income and disadvantaged clients.  These organizations have extensive volunteer involvement in service delivery and board/ management roles. 

The relatively small budget allocations of current Anti-Poverty programs suggest that an increased investment in these programs may be one of the most cost-effective poverty reduction strategies.  The other indication of the value of these services is the importance of prudent financial management for people on low incomes.  As previously discussed, there is good evidence that overall most people on low incomes manage their limited resources extremely skilfully.

Education based responses to poverty

The South Australian Department of Education and Children’s Services (DECS) has established a number of integrated services that combine care and education programs for children from disadvantaged backgrounds. The Learning Together Initiative consists of five programs in the most disadvantaged communities in South Australia focuses on the literacy learning outcomes of students. Learning Together involves with parents, communities and other agencies to support children’s early learning and development. The programs vary to reflect the characteristics of their communities and also include a research and development component to shape future policy and service delivery.

DECS recognises that an effective partnership with the community will contribute to the resolution of poverty and as a result improved educational outcomes for Aboriginal young people. Yurrekaityarindi is an initiative that is designed to build such partnerships between principals, directors, governing councils and Aboriginal parents and their communities. 

The Department of Education and Children’s Services has also developed a Responsible Gambling Education Strategy to help prevent problem gambling, which can also cause poverty.

The Department is also involved in joined up government initiatives such as the Peachy Road Learning Community Project as part of the Playford Partnership an urban regeneration initiative in the north western suburbs of Adelaide. 

Part 4

A National Response to Poverty and Vulnerability 

A National Response to Poverty

The costs and extent of poverty demand a national response that is led by the Commonwealth but based on collaboration with States and Territories.

This section proposes the development of a national agenda for action on poverty that will inform key Commonwealth reform initiatives, facilitate collaboration between the States and Commonwealth and inform policy development in key portfolios such as housing, health, and family and community services. 

The case for a National Agenda for Action on Poverty

This submission has demonstrated that even on the most conservative estimates poverty and inequality impose major costs on the community and increase demand for government services. 

There are a number of areas where Commonwealth Income Support appears to increase poverty and hardship rather than alleviate it.  For example, sole parents and couples with dependent children appear to consistently experience hardship while other groups such as young people have very high levels of debt and penalties for breaches of agreements.  Other specific groups such as family carers may not be receiving the support they deserve.

There are a number of key government reform initiatives such as Welfare Reform, Strengthening Families and Communities, and the National Agenda for Early Childhood that to a large degree are dealing with the impact of poverty and disadvantage.  This is demonstrated by the clear relationships between socio-economic status and child developmental outcomes.

These reform initiatives are currently developed without either reference to poverty or to each other.  At best, this will lead to inefficiency and duplication but at worst, key initiatives under these reform agendas will be rendered ineffective.  The Welfare Reform Agenda for example emphasises rewarding those who obtain work through employment conditional benefits. Such incentives discriminate against severely disadvantaged people or people with caring responsibilities who are less attractive to employers.

The current disincentive effects of loss of Income Support and increased taxation for those moving into employment also requires attention. It may be necessary to consider reassessing upper income tax rates to fund a reduction in these penalty rates. 

The Commonwealth’s Strengthening Families and Communities strategy contains many useful elements but it relies on communities applying for funds to support local initiatives.  Under this model only those areas or the communities that have the capacity to engage in this process can benefit.  This strategy also is not linked to any State/Territory family and community strengthening initiatives.

A broader national framework for action is required that is able to inform and link initiatives developed through these existing strategies.

Poverty is also a key consideration in the ongoing development and implementation of housing and health policy.  For example, the evidence that low-income people in private rental housing are paying 31-50% of their income on rent even with rental subsidy must be taken into consideration in the implementation of welfare reform and national approaches to housing.

Finally, poverty is a focus of action at State and community levels.  Currently many of these initiatives compensate for the negative effects of Commonwealth policy.  A key example is the extent to which people who are in crisis because of Breaching must turn to State and community services.  A National Agenda for Action on Poverty would enable partnerships between Commonwealth, State/Territory and community sectors rather than the current conflicting approaches.

RECOMMENDATION 1

That the Commonwealth Minister for Family and Community Services leads the development of a National Agenda for Action on Poverty.

What form should a National Agenda for Action on Poverty take?

There are a number of models for a national response to poverty.  The Irish Combat Poverty Agency (CPA) is a statutory body that aims to ‘promote a more just and socially inclusive society by working for the prevention and elimination of poverty and social exclusion’.
  The CPA develops three-year strategic plans that focus on policy advice, project support and innovation, research and public education.  The CPA also supports the Government’s National Anti-Poverty Strategy.

The Scottish approach, A Scotland Where Everyone Matters
 consists of a detailed cross government strategy and targets that are reported against by their First Minister through an Annual Report.  The ambitious aims of the strategy are to eliminate child poverty, achieve full employment, securing dignity in old age and building strong inclusive communities.  Partnerships and the role of local government are critical. 

South Australia’s Social Inclusion Initiative (see attachment 2) features a high profile board, annual reporting to Cabinet and a focus on discrete social problems.  In the first instance, these are increasing school retention, reducing homelessness and youth suicide, Aboriginal health, a Drug Summit and developing integrated services in the Upper Spencer Gulf. 

All of these models provide valuable insights however none of them are appropriate for a national Australian approach.  The Irish and Scottish context does not include State Governments and both are linked to a larger European policy and funding framework.  The focus on specific dimensions of poverty of the South Australian model is more Australian in character but it is a distinctively State based approach.

A National Agenda for Action on Poverty in the Australian context will have to balance the focused approach of South Australia’s Social Inclusion initiative with a more high-level national approach.  The Commonwealth Government has already developed an appropriate approach in another context, the National Agenda for Early Childhood.

The rationale for the National Agenda for Early Childhood is that ‘our most pressing problems have their beginnings in early childhood’
 and that a ‘road map’ is required to guide the already considerable investment in services by State and Commonwealth Governments.  DHS has indicated in its comments on the current consultation poverty and related problems are a significant problem in early childhood. This should be addressed in the further development of the National Agenda for Early Childhood and in the links between it and any national approach to poverty.

The approach is partially collaborative with a consultation paper on a National Agenda for Early Childhood currently being released.  However there is no commitment to ongoing involvement of States and other stakeholders in the further development and implementation of the Agenda.

The consultation paper includes a draft outline for a National Agenda that includes an aim, draft principles, goals, anticipated outcomes and key action areas.

This approach would seem to be capable of engaging the broad range of stakeholders and governments in the Australian context. 

RECOMMENDATION 2

That a National Agenda for Action on Poverty (NAAP) should include draft principles, goals, outcomes and key areas for action.

RECOMMENDATION 3

The National Agenda for Early Childhood include a comprehensive awareness of the role of poverty and related problems in reducing the health, well-being and life chances of children. 

The key areas for action of a national agenda.  The key themes of the NAAP should reflect the key issues highlighted through this submission.  These are that poverty and inequality impose major costs on the community as a whole and on government.  The extent of poverty, even under austere measures suggests that a major investment in poverty reduction is required. 

However any discussion of poverty rapidly becomes stuck in debates about definitions and measurement.  Conceptualising poverty and inequality as vulnerability may enable a consensus for action to develop.

Throughout this submission, poverty has been used in a conservative sense that is as a condition of actual material hardship.  Most people on low incomes are vulnerable to poverty.  There appears to be an increasing vulnerability to poverty because of an increase in low wage full time and casual work however in many cases these jobs are taken by students or spouses of the major income earner.

Many people experience poverty as the result of a number of adverse events such as a major illness or sudden financial setback.  Therefore, poverty is in many cases preventable or responsive to early intervention.  Others experience poverty because existing systems of support are inadequate, for example housing or certain categories of income support. 

In these cases, a combination of specific changes to the level or administration of income support and capacity building has considerable potential to reduce vulnerability and poverty.  

In other cases, poverty is entrenched because of illness, caring responsibilities or multiple disadvantages.  This will require much more intensive and long-term support.

Based on these issues the proposed National Agenda for Action on Poverty should include:

Immediate Action to address key gaps and flaws in income support.  These include income support for sole parents and low income couples with children and a significant reduction in penalties for breaching.  There should also be an immediate investigation of young people aged 21-24 to assess if their income support reflects their needs and family resources as well as research into the extent of poverty among the self-employed.

The high effective marginal rates of tax produced by the interface of the taxation and social security systems also demands action.

There will considerable support for these issues to be addressed as a matter of urgency.  Several other key areas for action are outlined below.

A research agenda to inform further development of the NAAP.  This would include more detailed assessment of the financial impact of poverty and the return on investment in different responses to poverty.  The continued development of more precise qualitative tools that are capable of assessing actual living standards, not just income levels is also essential.  A further topic for research is the extent to which poverty occurs in a series of highly disadvantaged subgroups such as domestic violence survivors, people with a disability and recently released prisoners rather than in the broader household types.

Poverty prevention is another key theme for the proposed NAAP.  As discussed above in many cases, poverty is predictable and most people on low incomes appear to manage their finances very effectively.  Therefore, in many cases it should be possible to prevent or at least minimise poverty through early intervention and support.  This would involve enhancements to financial counselling and anti-poverty programs, training staff to working with low income people to be able to identify early signs of financial difficulty and refer people to appropriate services.  The critical importance of housing in reducing and preventing poverty suggests it should also be a focus.  There are also opportunities to identify and alleviate the impact of poverty through the education system as discussed on page 31.

Reducing vulnerability is also important.  This could include both individual and community capacity building, and improved wages and conditions for low-income workers.  Individual capacity building would include increased funding for financial management and negotiation skills to enable people to manage financial problems. Supporting participation in education and training also increases the ability of low-income people to improve their position through obtaining employment or gaining better jobs.  As previously discussed poverty reduces the ability of disadvantaged people to participate in education.

Community level initiatives to reduce vulnerability can be supported through the Commonwealth Strengthening Families and Communities Strategy. This strategy funds a wide range of community self-help initiatives such as budgeting workshops, parenting programs, leadership programs and community buses. Changes to industrial relations may also be necessary to reduce vulnerability.  The South Australian Government is currently considering the recommendations of an inquiry into industrial relations that covers issues such as minimum rates of pay, greater controls on dependent contracting and conditions for casual and part-time employees.  The Commonwealth may need to consider the relative merits of using income supplements and/or selective industrial regulation to improve the position for low paid and insecure workers.

It should be possible for the Commonwealth to move on addressing agreed gaps in Income Support and the problems created by Breaching immediately.  The other key themes of a research agenda, poverty prevention and capacity building will require further consultation between State/Territory and the Commonwealth.

RECOMMENDATION 4 

The NAAP should be implemented in two stages:

1. Immediate action on the levels of income support for sole parents and couples with children and a reduction in penalties for breaching.  

2. Consultation between State/Territory and Commonwealth Governments on a research agenda and key areas for action.

Responsibility for the National Agenda

States and Territories fund and deliver many of the services that respond to poverty and related problems.  Community, ethnic and religious groups also play a major role.  There should also be a role for business.  The development and implementation of the NAAP should reflect and engage these stakeholders rather than being controlled by the Commonwealth.

The national response to gambling provides one model.  This includes an overall approach that is mandated by the Council of Australian Governments (COAG), allocation of responsibility to Ministerial Councils, the Ministerial Council on Gambling and a high level advisory body. 

A NAAP could be managed in a similar way.  An initial reference to COAG to set its agenda, the establishment of a Ministerial Council on Poverty and the establishment of a high profile advisory board to engage community and business stakeholders.  The Ministerial Council could be chaired by the Commonwealth Minister for Family and Community Services and include the Commonwealth Minister for Employment and Workplace Relations and representatives of the Community and Disability Services Ministers Conference and the Australian Health Ministers Council.  The weakness of this approach is that it is driven and owned by Governments and bureaucracies with little scope for other stakeholders to participate.  

An independent board that reports to the Premier and Cabinet drives South Australia’s Social Inclusion Initiative.  This provides greater scope for the engagement of other stakeholders while still being closely connected to Government.  

However, other options will need to be considered.  The consultation process for the National Agenda for Early Childhood provides a worthwhile model for this stage of the process. 

The Commonwealth Minister for Family and Community Services could prepare options for the implementation and development of the NAAP for consideration by States and Territories.

RECOMMENDATION 5

The Commonwealth consult with State and Territory Governments on the content and development of a National Agenda for Action on Poverty.
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		Financial Stress by State

														Some						Multiple

		State/Territory		Households		Missing out		Cashflow		Hardship		Missing Out		Cashflow		Hardship		Missing Out		Cashflow		(RHS)		Rate

		NSW		2371.0		443.4		196.8		64.0		34.6		19.3		7.1		19%		8%		3%		29.7%

		Vic		1740.3		379.4		134.0		40.0		36.9		18.8		7.6		22%		8%		2%		31.8%

		Qld		1337.6		331.7		151.1		50.8		44.0		23.2		8.9		25%		11%		4%		39.9%

		SA		605.4		144.7		63.6		21.8		42.7		24.3		9.5		24%		11%		4%		38.0%

		WA		712.5		152.5		74.1		28.5		39.7		19.9		10.3		21%		10%		4%		35.8%

		Tas		185.8		47.0		16.4		10.8		42.8		23.0		11.6		25%		9%		6%		39.9%

		NT		52.4		9.8		6.0		1.2		40.4		27.1		6.5		19%		11%		2%		32.3%

		ACT		116.9		24.9		13.8		4.7		33.0		22.2		7.1		21%		12%		4%		37.1%

				7121.9
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Household

		Financial Stress by family composition of household

								Households								Some						Multiple

		Household Type		Households		Missing Out		Cashflow		Hardship		Total HH		Missing Out		Cashflow		Hardship		Missing Out		Cashflow		Hardship		Total Rate

		Couple dependent children		2011.2		522.9		62.7		1.6		587.2		43.8		24.7		6.6		26.0%		12.0%		2.5%		41%

		Couple non-dep children		433.1		42.4		1.2		0.0		43.6		24.2		8.5		2.1		9.8%		2.8%		0.4%		13%

		Elderly Couple		963.8		164.8		1.3		0.0		166.1		30.9		4.8		2.0		17.1%		0.8%		0.1%		18%

		Elderly single		886.9		183.6		4.4		0.1		188.1		36.4		8.4		5.4		20.7%		2.4%		1.5%		25%

		Group Households		269.9		28.9		2.8		0.1		31.8		26.8		267.0		10.3		10.7%		9.7%		3.1%		24%

		Other families dep children		71.5		23.2		4.0		0.0		27.2		49.1		23.7		10.6		32.5%		17.1%		0.9%		51%

		Other families non-dep children		401.0		72.6		7.0		0.2		79.7		36.6		25.9		8.0		18.1%		9.6%		2.8%		31%

		Other couples		790.3		91.7		5.9		0.1		97.6		25.1		16.1		4.9		11.6%		6.4%		1.1%		19%

		Other single		771.0		174.2		20.6		1.4		196.2		39.2		26.7		14.3		22.6%		11.8%		6.8%		41%

		Sole parent dependent children		460.5		233.9		69.9		10.3		314.2		75.7		55.7		31.8		50.8%		29.9%		14.7%		95%

		Young single		62.8		12.9		3.6		0.4		16.9		33.8		48.2		17.3		20.5%		28.0%		10.4%		59%
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Income

		Incidence and level of multiple hardship by income distribution

								Households						Some						Multiple

		Income level		Households		Missing Out		Cashflow		Hardship		Missing Out		Cashflow		Hardship		Missing Out		Cashflow		Hardship		Total Rate

		50% Mean Income

		Lower incomes		1448.0		561.8		218.0		84.6		57.6		28.2		16.4		38.8%		14.4%		7.2%		60.4%

		Higher incomes		5673.9		2201.5		854.2		331.4		33.4		18.7		6.1		17.4%		7.9%		2.1%		27.4%

		50% Median incomes

		Lower incomes		723.8		280.8		109.0		42.3		49.8		27.0		15.0		32.9%		16.3%		7.9%		57.1%

		Higher incomes		6398.0		2482.4		963.2		373.7		37.0		19.9		7.4		20.5%		8.4%		2.6%		31.5%

		60% Median Incomes

		Lower incomes		1570.7		609.4		236.5		91.7		57.5		28.3		16.1		38.3%		14.3%		7.2%		59.8%

		Higher incomes		5551.2		2153.9		835.7		324.3		32.9		18.4		6.0		17.1%		7.8%		2.0%		26.9%
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