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Our Ref: IIP.100

The Secretary 

Senate Community Affairs References Committee

Suite S1 59

Parliament House

Canberra ACT 2600

21 February 2003 

Dear Sir/Madam,

The following document is the submission of Combined Pensioners and Superannuants Association of NSW Inc (CPSA) to the Inquiry into Poverty in Australia.
The focus of this submission is how pensioners and superannuants, particularly those in the older age category, are affected by poverty.

The main points in this submission are:

· How poverty can be defined;

· Housing;

· Residential age care;

· Health and medical coverage;

· Dental health;

· Miscellaneous factors;

· Income support and social security;

· Recommendations.

If the Senate Committee Inquiry needs any further documentation supporting this submission our Association is happy to oblige.

Yours faithfully,

Morrie Mifsud,

State President
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Senate Community Affairs References Committee

Inquiry into Poverty in Australia

SUBMISSION

Definition of poverty

The definition of poverty has been the subject of recent debate in Australia.  The Smith Family in collaboration with the National Centre for Economic Modelling (NATSEM) published Financial Disadvantage in Australia: The Persistence of Poverty in a Decade of Growth by Harding, Lloyd and Greenwell (November 2001).  In this report the authors acknowledge the problems around defining poverty:

“It is hard to gain agreement about how poverty should be defined and measured in our society.  For some people poverty means that a family cannot afford to buy food or adequate shelter.  But in industrial economies like Australia a relative poverty definition is more commonly used.  In this study we have set the main poverty line at half the average family income of all Australians.  Family income has been adjusted to take different family size and composition into account, using the Henderson equivalence scales.

Using this method, we estimate that in 2000 the poverty line for a single income couple with two children was $416 a week.  This means that the ‘cash in hand’ of such a family has to be more than $416 a week for this family not to be in poverty.  Cash income is measured as all income received from such sources as wages and investments, plus cash benefits from government such as the age pension, minus any income tax paid.  This is called disposable income.

The poverty line varies for different types of families, because larger families need more income to survive than smaller families.  For example, for a single employed person the poverty line is $225 a week.”
  

It should be noted that this research by the Smith Family and NATSEM provoked quite a critical response from the Centre for Independent Studies (CIS).
 The CIS is coming from a conservative, pro-market standpoint.  Nonetheless, it is necessary to keep in mind that their response is indicative that poverty in Australia is a relative not an absolute condition.  Both the CIS research and the Smith Family/NATSEM study are based on that assumption.

The Brotherhood of St Laurence relies on a similar methodology as the Smith Family and NATSEM but also acknowledges problems with defining poverty:

“Income poverty can be measured in different ways.  It is often expressed in relation to a poverty line, a defined income level which is updated regularly.  

One well-known measure of poverty in Australia is the Henderson Poverty Line.  It estimates the amount of money which families of different sizes need to cover essential needs.  The Henderson poverty line represented a very basic living standard when it was devised in 1975.  Other poverty lines in current use compare family income with the half-average income line or the half-median [or midpoint] income line.

Each measure has advantages and disadvantages, and slightly different methods of calculation (and updating) may produce somewhat different results.”

Poverty in relation to pensioners and superannuants

However poverty is measured, it is reasonable to assume that many people on pensions and superannuants/retirees receiving incomes in the same range as pensions can be defined as living in poverty.  Unless they hold assets - such as their own home, or have investments (which would, at any rate, reduce the pension payment) and do not have large expenses going towards health or other essential services, pensioners and superannuants should be considered as living in poverty or, at the very least, vulnerable to poverty.  This not an aspect of ageing that government policy is addressing very well.

Media images of retirement can sometimes rely too heavily on the lifestyles of the well-to-do – especially when it comes to selling products such as investments in retirement villages or share portfolios.  However, as recently as October 2000:

“Three quarters of older people rely on government pensions and benefits as their main source of income, whereas only one in ten rely on superannuation.”

Of that one in ten who has superannuation as their income, only a minority could be described as wealthy.  Moreover, those who receive the full pension through the Commonwealth are only permitted to do so because they are deemed to have few assets and no other income to support them.  In other words, the typical retiree is not well to do.

According to the Australian Bureau of Statistics (ABS), the population of Australia aged 65 or over in 2001 is 12.4%. This is projected to rise to 21.3% by 2031.
 This means there will be a considerable growth in the number of age pensioners and other low-income earning retirees in proportion to the rest of the population.  It also means that there will be a growing pool of people vulnerable to poverty.

In NSW the Department of Ageing, Disability and Home Care (DADHC) confirms the fact that older people as a group are vulnerable to poverty:

“Older people, as an age group, have the lowest incomes of all Australians, with an average of $319 per week per person and only $429 per couple.”
 

The information from DADHC makes a significant expansion on this particular point:

“Three quarters (76.8 per cent) of people aged 60 and over own their own homes.  Those who do not own their own homes are more likely to be in poverty as their living costs are much higher.”

Housing 

In other words, if pensioners and superannuants are securely housed it is much less likely that they will experience severe poverty.  Apart from the benefits of having one’s own place in the world, without a secure, fixed address it is well nigh impossible to access social security payments of any kind in this country.  While the Council to Homeless Persons says that, on the basis of homeless services usage, homelessness amongst older people may be relatively uncommon, it is still hard to estimate the scale of the problem:

“It is difficult to count elderly homeless people accurately as many live in inappropriate or insecure housing and even on the streets. Those people aged 60+ who are homeless or at risk of homelessness are estimated at 250,000 across Australia. These are people who either [sic] rent, live in boarding houses or are homeless, with an income under $12,000pa.”

A quarter of a million who are either homeless or living in insecure tenancy is a considerable number – especially in a wealthy country such as Australia.  There are various reasons why homelessness or near homelessness is a major problem, including for older people in today’s Australia.

The increasing price of houses and home units is one obvious factor.  The ABS recorded that:

“From 1999-2000 to 2000-01, the price index of established houses increased in all capital cities except Darwin…For the fourth year in a row, Melbourne recorded the greatest rise in established house prices, increasing by 10.0% in 2000-01. Other capital city price rises were in Canberra (8.8%), Sydney (7.0%), Adelaide (6.4%), Perth (6.4%), Brisbane (5.1%) and Hobart (4.0%). House prices in Darwin fell by 0.3%. The weighted average of eight capitals index rose by 7.4%.”

So, for example, if you live in Melbourne and want to buy a house, unless you either have a reasonable income or your income is going up by at least 10% each 12 month period, it is difficult to see how you can enter the housing market.

The price of housing is but one factor contributing to homelessness.  Another significant factor is the lack of commitment to public housing by both state and Commonwealth governments.  This lack of commitment is expressed in starving the public housing sector of funds and a subsequent shortage of housing.

The Commonwealth State Housing Agreement (CSHA) is the program whereby funds from the Federal Government are directed to the states to fund public housing.  According to tenancy advocate Harvey Volke, since the CSHA began in 1945 “…new public housing construction has shrunk to a trickle – now below 500 new starts a year.”
Volke says that this is the lowest number since the agreement began.

Volke also makes the point that the Commonwealth’s preferred option when it comes to assisting low income earners with housing is the use of the Commonwealth Rental Scheme (CRS).  This is, of course, hardly a substitute for building new houses in order to expand the number of available places and reduce public housing waiting lists.  Giving someone rental assistance is not going to increase low cost accommodation.  In fact, it may increase rentals because landlords and real estate agents know a subsidy is available to them courtesy of the tenant.  They can then factor this into the rent they charge.

The Federal Government’s promotion of the CRS fits into their ideology of choice and their commitment to free market economics.  When it comes to poverty or homelessness, the Commonwealth Government’s economic rationalist agenda, which manifests itself through competition and consumer choice, underpins these sorts of policy decisions – regardless of its appropriateness in addressing the housing problem in Australia.

The reality is that there is no meaningful choice because people usually do not choose homelessness.  They have no real choice when it comes to housing options because even the most squalid premises on the private rental market can be unaffordable.  Single age pensioners, for instance, receive $429.40 per fortnight (September 2002 figures).  Even with rent assistance it is hard to find any suitable premises to rent for less than $300 a fortnight.

The pathways to homelessness are complex and varied but can include:

· Poverty;

· Unaffordable, inappropriate and insecure housing;

· Long term unemployment;

· Social dislocation and isolation;

· Substance abuse;

· Inadequate support and care of people with complex health problems;

· Poor management of de-institutionalisation.

They certainly do not include choice in the real sense of the word.

Ultimately, only public housing can provide many low income earners with the security and affordability they require.  However, the NSW Government, like its Commonwealth counterpart, continues to neglect public housing.  The end result is that the people most vulnerable to homelessness – low income tenants in private rental, lodgers, boarding house residents and caravan park residents – will have nothing to fall back on if they lose their accommodation.

Residential aged care 

Poverty has a significant bearing on residential aged care.  Older people, when they come to the point where they require such care, find they must come up with an accommodation bond.  While the bond is negotiable, the expense of entry into some of these facilities limits the options of older people and their families.  Those in less well off circumstances often find themselves choosing between substandard facilities.  

Once again, this time using the 1997 Aged Care Act, the Federal Government has used the ideology of the free market to construct choice in a particular way to the detriment of those at the lower end of the income scale.  In aged care they have done this by allowing consumers to choose any facility they like – so long as the consumer can pay the entry fees.  

Health coverage

Commonwealth and State Government policies on health are also of great concern to pensioners and superannuants. Since its inception in 1983, Medicare has provided a safety net which allows all Australians, no matter how low their income, affordable access to basic health services.  Now the Commonwealth Government seems to be gradually moving towards a “two-tier” health system in which Medicare would become a second class system reserved for the disadvantaged.  Already the Commonwealth has subsidised private health insurance companies in the form of a 30% rebate to private health insurance consumers.  According to the Australia Institute:

“The 30 per cent rebate for private health insurance is even more concentrated in the wealthiest households than tax deductions were in previous decades.  Half the revenue forgone by the concession accrues to those in the top 20 per cent of taxpayers, compared to 26 per cent under the previous means-tested scheme.”

Not only is the Commonwealth propping up private health insurance, it is doing so at the expense of low income earners in order to benefit those who are well off.  

Once again the argument around choice has been used in such a way to disadvantage those who are on the lower end of the income scales.  Consumers, according to the Federal Government, should be free to choose private health insurance.  However, those who cannot afford private health insurance will find themselves in the position of only having a fund-depleted public health insurance system to choose from.  

If the depletion of funds from public health insurance is not bad enough, Medicare is being undermined in other ways. Bulk billing is declining.  In some areas it is in freefall.  For example, in the electorate of Eden-Monaro in Southern NSW, only 39.9% of services were bulk billed 12 months to September 2002.  This situation is bad enough in the city.  But at least in urban centres one has a chance of finding a doctor who bulk bills.  In rural areas such as Eden-Monaro, people have to travel great distances to find a bulk billing doctor.  Or end up in hospital when either their condition worsens or to access low cost health services.  Medicare offices have been closed making people spend more on travel to their nearest office.  Procedures previously covered by Medicare are now only partially covered – such as radiology, or not at all.  The Pharmaceutical Benefits Scheme (PBS) is also under attack.  According to the PBS website:

“The PBS has been in operation for more than 50 years with benefits first being made available from 1 June 1948. It has evolved from supplying drugs in the British Pharmocopoeia to pensioners and 139 life saving and disease preventing drugs for others, into a scheme which from 1 May 2002 covers 593 drug substances (generic drugs), available in 1,461 forms and strengths (items) and marketed as 2,506 different drug products (brands). Restrictions apply to 785 of the items, 286 of which require an authority prescription.”

It is pretty much an essential service for pensioners and other low income earners who would not be able to afford life preserving medications.  However, the Federal Government is determined to slash spending in this area:

“This year’s Budget includes initiatives to address the rapid growth in the PBS and reduce spending on the PBS by $1.9 billion over the next four years.”

Such a reduction of spending can only entail the de-listing of pharmaceuticals from the PBS.  This is extremely problematic for people on low, fixed incomes who are struggling to afford their medications.  Many people on a pension have to pay a considerable amount for medications not covered by the PBS.  The de-listing of medications will mean further strains on their budget or, worse still; discourage them from buying medicines essential to their health.

Dental health

Dental health is not covered by Medicare even though it is common knowledge that poor dental health affects an individual’s overall health.  In a paper by Lindy Egan, quoting Brennan, Spencer and Slade (2001):

“Oral health problems have been found to be linked to medical conditions such as: 

· Circulatory diseases -Ischaemic heart disease, cardiovascular disease, coronary heart disease, atherosclerosis, cardiovascular accident (stroke) 

· Diabetes 

· Arthritis 

· Respiratory disease - Pneumonia 

· Cancer 

· Pre-term Low-birth-weight Babies”

Because of the expense of even basic dental procedures such as root canal therapy and fillings, people on pensions are not encouraged to visit dentists regularly.  This means they must put up with considerable pain and distress for long periods before they are attended to by a NSW public dental service provider.  By then, a simple procedure invariably has turned out to be a more complicated procedure with more difficult treatment.

This problem has an inevitable flow-on to the public hospital system.  If the dental health of low income earners was attended to earlier rather than later, complications like diabetes would not be as prevalent.  As it is, late onset diabetes is more common than it should be and at least partly stems from poor oral health.  This in turn means that more people have to be admitted to hospital for illnesses associated with dental health problems including diabetes and other diseases outlined by Brennan, Spencer and Slade than would be the case if low income earners could afford quality dental work.

The problem of dental health and other health issues for low income earners poses unenviable choices.  That is, people on a pension or similar income must prioritise the health problems they can afford to attend to.  They are not in the position to pay for multiple conditions or illnesses.  

Other factors relating to poverty

This sort of decision making is played out in other aspects of their lives.  What phone calls to make, what trips to take when using public transport (bearing in mind pensioners and superannuants using buses run by private operators do not get the $1.10 all-day ticket) or what small luxuries are within budget.  While everyone must prioritise their spending, people on low, fixed incomes are at the point where they are prioritising certain necessities over others.  This is arguably the very essence of poverty – when people find themselves in the position of sacrificing one essential to pay for another.  Sadly, even in a relatively wealthy country like Australia it is a situation many people have been condemned to.

Income support and social security

Pensioners and superannuants have fairly low and relatively unvarying incomes.  Pensions are at 25% of Male Total Average Weekly Earnings (MTAWE).  Those superannuants who are CPSA’s constituents usually receive an income around the same figure.  CPSA is attempting to address the poverty issue in practical ways which will benefit both constituencies.

First of all, the pension should be raised to 35% of MTAWE.  Such a move would alleviate some of the more urgent problems (paying the next bill or rent) that many pensioners face.  Counter arguments from the Federal Government suggest that an increase of the pension by 10% is unaffordable and would fuel inflation.  However, figures from Centrelink’s International Branch indicate that the age pension in the Netherlands (AOW) is approximately 70% of the net minimum wage (for single pensioners).  The Netherlands has a slightly lower population than Australia.
 .  While it is not exactly the same pension scheme that operates through Centrelink (it involves personal contributions similar to superannuation schemes in Australia
), it seems reasonable to suggest that if a country like the Netherlands can sustain a pension rate well over twice that of Australia with its larger population, the Federal Government can afford the relatively modest increase CPSA is campaigning on.

As for the argument that a rise in the pension would contribute to inflation, it is interesting to note that this argument is never used in certain other contexts.  Apparently the pay rises of politicians and business executives do not fuel inflation but those of social security recipients and workers do.  The reality is that there is no correlation between a rise in the pension and inflation.  Indeed, inflation is often worse in countries with very few social security provisions.

CPSA’s second and related campaign is on behalf of superannuants who are up to 15% above the assets test cut-off mark precluding them from the benefits of the pension.  Their situation would be greatly alleviated if benefits such as transport and rates concessions were made available to them.  The Association is lobbying the NSW Government to provide the necessary funding in this regard.

Both these concurrent campaigns will only be stopgap measures in the war against poverty.  Poverty can only end once a strategy is in place that ensures everyone has access to the essentials in life including secure housing, transport and health services.  It is a challenge that we cannot afford to pass up.

Recommendations

· That the Commonwealth Government fully fund its share of the CSHA so it is fully viable;

· That the pension is raised to 35% of Male Total Average Weekly Earnings;

· That the Commonwealth Government makes a serious attempt to halt the decline of bulk billing;

· That the Commonwealth Government protect the PBS by resisting the desire of international drug companies to de-list life saving pharmaceuticals;

· That dental health should be covered under Medicare;

· That Telstra remains under Federal Government control and the cost of phone calls and phone line rental be priced to accommodate low income earners. 
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