SENATE INQUIRY INTO POVERTY AND FINANCIAL HARDSHIP

THE EFFECTIVENESS OF INCOME-SUPPORT PAYMENTS IN PROTECTING

INDIVIDUALS AND HOUSEHOLDS FROM POVERTY

Income support payments are not effective in protecting individuals or households from poverty. Welfare benefits are below the poverty line, so it obviously defies reason that those same benefits can effectively protect people from poverty.

The Social Security System in Australia is extremely complex and ever changing. The complexities create difficulties for recipients attempting to traverse this system, and their failure to comprehend and fully understand these complexities can jeopardise their payments.

If they have not been able to establish security for themselves or their family prior to becoming unemployed or in need of income-support, there is often extreme financial difficulty with associated social impacts once reliant on a welfare benefit.

Increasing numbers of the Australian public find themselves without employment, or adequate employment with the continued escalation of under-employed individuals becoming reliant on Social Security payments. These payments can be as low as $187 per week, for a single person 21 years of age and above, making existence extremely difficult.

Those paying current rental market prices for a dwelling, may find that after this payment is made (even with the rental assistance supplement), that they then have the paltry some of less than $80 with which to provide all their other weekly needs and requirements eg, food, transport, medical expenses, loan repayments, entertainment and the added costs of job searching.

When breach penalties are applied to these recipients there support payments are even further reduced. Many individuals and households are then placed in a position where they become reliant upon charities for food parcels and financial assistance. This is demonstrated by a recent ACOSS “Living on the Edge” survey, which found an increase in the numbers of people seeking assistance from community welfare agencies had increased by 16% from the 2000-01 and

2001-02 financial year. Despite agencies helping 2.4 million people across Australia in this period, another 180,000 people did not receive the assistance they sought in 2002, representing a 19% increase from the previous year. 

Without adequate financial assistance, peoples lives are disrupted to the point where their ability for social interaction is extremely limited and therefore they become further marginalised within society. Their capacity to effectively maintain social and community connection is limited and the consequential isolation produced by this factor adversely affects not only themselves, but also their families and the wider community.

This situation is presently made worse by the ‘penalties’ of benefit reduction of 50 cents in the dollar for every dollar earned above $31 per week. So that those who do attempt to build their capacity for self-sufficiency are further disadvantaged in doing so. A further reduction of 70 cents in the dollar for every dollar earned above $71 per week is also currently applied to single unemployed recipients. 

This system does not enable individuals to attempt to advance their economic situation by doing part-time or casual work; increasingly the most available employment in this country. Instead they are ‘penalised’ for procuring such employment, which is infact the major obligatory requirement of the Unemployed support system. Thus an Individual’s reliance on welfare is assured, and if they are unable to secure permanent full-time employment (which has become an increasing difficulty for many), they are given no incentives to create financial security for themselves and/or their families. Without the means to escape welfare dependence through increased income and the benefits this allows like increased educational opportunities, social interaction, employment contacts, work skills and self-confidence and self-esteem, their poverty is a certainty.

A person’s capacity for building financial self-sufficiency cannot occur while these disincentives remain in place in the Australian Social Security system.

I recommend that such disincentives in the system be adjusted and the

bench-mark heightened to a more reasonable and realistic amount of income earnings being acceptable before income-support is reduced. Thus allowing people the means to avoid not only poverty and reliance on charitable organizations, but also welfare dependence, low self-esteem and depression with all their associated social impacts.
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