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1.
Background and Introduction

1.1
Why Poverty is a Significant Issue for Australia

The Bracks Government believes there are four principal reasons why poverty and inequality are fundamental issues of concern for Australia. 
First, poverty means unacceptable hardship and distress for around two million Australians. Two million real people; individuals and families hurting, day in and day out, who cannot meet essential costs, cannot escape constant worry, cannot be sure they will continue to have somewhere to live, cannot always put food on the table for their children. Many of the harmful effects of relative poverty in terms of deprivation, isolation, poor relationships, stress and ill health, relate inextricably to the unequal position which these people occupy at the bottom of the income distribution ladder. That is why we believe that it is critical to reduce relative poverty and, that to do so, inequality must be tackled.

Secondly, poverty and inequality jeopardise equality of opportunity. It is fundamental to Australians’ sense of a "fair go" that the life chances of children should not be determined by where they live, their family, their race, ethnicity or gender. Poverty limits a child’s development, educational attainment and employment future. Education is a critical issue, in particular, the link between poverty and the access to educational opportunity. We know that the chance of a young person finishing school and finding employment is significantly affected by their parents’ socio-economic background. We also know that groups with the most socioeconomic disadvantage have the poorest health, particularly measured by age-standardised death rates, serious chronic illness, and subjective reporting of being only in fair/poor health. These health inequalities must concern us because they impact on quality of life and on potential to earn income and so on equality of opportunity in a broad sense. 

Thirdly, poverty and growing inequality undermine social cohesion and community life and jeopardise economic development. They do this by diminishing our shared experiences and our shared values. While the lives of the most wealthy have always differed from those less well off, the widening inequality that has been occurring over the past 30 years may be leading to a quantum of difference that is unsustainable for the continued economic growth and social advancement of our country. This remains true notwithstanding the redistributive impact of the social wage and universal service systems which have moderated some of the worst disparities between market wages, particularly from the mid 1980s to the mid 1990s. The risk is that such wealth and income differences can feed social ills such as crime, substance abuse, homelessness and family dysfunction which can begin to imperil growth. They can also lead to resentment against authority and the institutions of government and business. It is a part of the responsibility of Australian Governments to ensure the social cohesion which is a precondition of continued economic reform and growth. Minimisation of conspicuous inequality and poverty is fundamental to this objective. Without strong social capital, economic capital stocks are diminished too.

Fourthly, Governments can and should make a difference. While some people continue to maintain that there are pathological dimensions to poverty, the evidence that Australians do not choose poverty and that the major causes are structural is overwhelming. This logic confers a responsibility on Australian Governments to understand and address the causes of poverty. Part of this investigation requires an analysis of the changes in the composition of poverty, agreement on its measurement and cooperation in its minimisation. It was through a comparable process thirty years ago (the Commission of Inquiry into Poverty) that Australia began the process of significantly reducing poverty in the aged. It is time for this serious policy process to be revisited in the context of the very different challenges we now face. 

1.2
The Evidence: Poverty is not Falling and Inequality is Rising 

Not only is poverty a serious problem for Australia, it is a problem which has failed to respond to existing policy settings. At the same time the evidence that inequality is growing in Australia is not disputed. 

In our view, the most authoritative current Australian research on inequality in Australia is Trends in Income and Expenditure Inequality in the 1980s and 1990s (NATSEM, 2002). The authors of this report conclude that “It appears that income inequality increased between the late 1980s and the mid 1990s and there is some evidence to suggest that it has continued increasing since then. The increase in inequality has been driven by a decline in the income share of the bottom 10 per cent of Australians, and to a lesser extent the middle 20% of Australians during the 1990s, and an increase in the income share of the top 10 per cent.” A second NATSEM Report commissioned by the Smith Family and published in November 2001 (Financial Disadvantage in Australia 1990-2000 : The Persistence of Poverty in a Decade of Growth) provides further evidence and suggests that any gains in arresting child poverty were eroded in the late 90s. It found that “the position of families dependent upon government cash benefits ...worsened. In 1990 46 percent of these families were in poverty compared to 58 percent in 2000.” The key summary of the recent evidence is that poverty has increased from about 11% of individuals nationally 10 years ago to about 13% in 2000. (NATSEM, 2001) 
Even if one accepts the Centre for Independent Studies critique of the NATSEM poverty measure (that the one half median income rather than the one half mean income should have been adopted) we are still left with a conclusion that the proportion of individuals living in poverty rose between 1990 and 2000 from 8.2% to 8.7%.

Similarly, King’s analysis using the Henderson Poverty Line (HPL) found an increase from 12.5 percent of income units (families) with incomes below the HPL in 1973 to 16.7 percent in 1996 before taking housing costs into account.  The increase was from 8.2 percent to 11.5 percent in the ‘after-housing’ costs poverty estimates over the same period. (King, 1997)
 King also found that “the proportion of the population with incomes just above the poverty line has increased more markedly.” (King, 1997)

The measures and the periods considered differ but the overarching conclusions remain. While as a nation we have grown richer, our growth has not served to reduce the number of Australians living in poverty. At the end of a decade in which GDP per capita rose from $16,761 (1990) to $25,590 (1999) (OECD, 2001), poverty in Australia rose by a further 0.5 to 2.0 percentage points. Between 9% and 13% or around 2 million Australians continue to languish in poverty. That includes around one in six of our nation’s children. 

Our collective failure to significantly reduce child poverty diminishes our other national achievements. This is particularly so when we recognise that nations of comparable wealth to ours, such as Norway, Finland and Denmark, have succeeded in holding child poverty below 5% for the past 20 years. (UNICEF)

As a nation, we achieved outstanding success in our high levels of growth over the past ten years in particular. It is also true that our overall wealth as a nation, which is a result of our successful micro-economic reforms and our embrace of the modern, knowledge economy, has allowed us to mitigate some of the drivers of poverty described in section 3 of this submission. Innovation has led to thriving industries and is generating high quality jobs in Victoria and in other parts of Australia. Our next great challenge as a nation in the decade to 2010 is to ensure that all of our citizens are given the opportunity to contribute to and share in future growth. To achieve this objective both major parties need to commit to shared growth as an objective. 

1.3
The Bracks Government Commitment to Reduce Inequality and Disadvantage: Growing Victoria Together

In keeping with this view, the Bracks Government has committed to “building cohesive communities and reducing inequalities” as one of eleven priority objectives within its overarching strategic policy framework to 2010 – Growing Victoria Together. Within this priority objective the Government has identified the reduction in inequalities in health, education and wellbeing between communities as a key measure. Many other measures will contribute to the achievement of a measurable improvement in this regard. But this measure reflects both:

· the responsibilities and powers of a state government to make the biggest difference we can in reducing inequality; and 

· our understanding that inequalities manifest in communities as well as in individuals and must be addressed in a coherent and integrated way. 

It is in the context of the Growing Victoria Together policy framework that the Victorian Government commitment to contribute to a national reduction in poverty and inequality should be read. That commitment is to combine high levels of growth with a commitment to ensure that as many members of the community as possible contribute to and share in its benefits. Growth with equity is at the core of Growing Victoria Together and must be at the core of any strategy designed to reduce poverty in Australia.

2.
An Agreed Measure of Poverty for Australia 

2.1
The Case for an Agreed National Benchmark Measure 

As previously indicated, the meaning of poverty is contested in Australia. We agree that it does not mean the absence of sufficient resources to survive (absolute poverty), but rather having so little in relation to the average, that the purchase of goods and the participation in the activities regarded as normal in a community is not possible. What we do not have in Australia is a consensus on how to measure relative poverty or what the “having so little” in relation to our peers constitutes. 

Often the measurement of poverty is undertaken with reference to income, although ideally a measure should reflect a broader notion of economic well-being than just income alone. In Australia, the Henderson Poverty Line has been adopted for most of the past 30 years but we are aware that because of criticisms, especially about the way it is updated, the half-median (and sometimes half-average) poverty lines have sometimes been used. We believe there is merit in maintaining the Henderson Poverty Line. The HPL has the important merit of being a measure that is widely understood. We also accept that there may be merit in the application of the half-median line because it also allows for international comparative studies of poverty.

The Irish approach to this problem may be instructive. The Irish have applied a 'consistent poverty' measure which picks up those families who have both very low income (around 60% of median income,) and who report expenditure difficulties in being able to afford essentials. This approach isolates those people who have both little money and insufficient resources to get by. It excludes those who report low incomes but are getting by for the time being. This approach is not perfect, but it does have the advantage of identifying two poverty dimensions: low income and deprivation.
These are complex and contested arguments. What is clear however is that the absence of agreement about a core measure of poverty in Australia has frustrated an informed debate and contributed to a sustained policy paralysis in addressing and reducing poverty in Australia. 

Accordingly, while the Bracks Government believes that the measure which is selected is important, this is less important than reaching agreement on what the standard measure of poverty will be for Australia. We therefore propose that the Commonwealth show leadership by establishing a process to reach agreement on a standard measure of poverty for Australia in consultation with the states, ACOSS, business and unions. This may involve the adoption of an existing measure or construction of a new measure. Agreement on a benchmark measure is the first essential step in the development of a coordinated national response.

3.
The Nature of Poverty and Features of Successful Responses

3.1
Drivers of Poverty

The causes of poverty appear simple to analyse but in eradicating poverty we face a complex tangle of, at times, mutually compounding drivers. What we do know is that nations with low levels of poverty manage to combine high levels of growth with high levels of equity. This is a formula that is difficult to achieve. The risks of achieving high growth while tolerating high levels of inequality are the high rates of relative child poverty which tend to follow (19.8% in the UK by 1995, 22.4% in the US by 1997). (UNICEF)

The factors driving entrenched poverty in Australia have been primarily economic and associated with structural unemployment, joblessness, and under-employment.  Part-time and intermittent employment is a primary reason for low wage poverty, although there are some emerging concerns about the poverty of full-time wage earners.  The ratio of minimum wages to median full-time earnings in Australia fell from 0.650 in 1992 to 0.579 in 2000. (OECD) Changes in family formation – the increase in single parent households – as well as the continuing unacceptable disadvantage experienced by Indigenous Australians, are other factors. Women’s incomes continue to be well below those of men. Government income support and services have moderated the impact of these factors for some but not others. The single JSA benefit is significantly below the OECD average. Newly arrived migrants and some young Australians have also experienced a worsening of their position in recent years.

In more detail, the main determinants of existing poverty in Australia have been associated with:

Unemployment and labour market changes;

Access to affordable housing;

Access to and levels of income support; and 

Access to services that protect living standards.
These are addressed in turn below.

Unemployment and Labour Market Changes

The generation of good jobs is a key measure of positive growth. Unemployment is a major cause of relative poverty in western democracies. Whilst Australia’s official unemployment rate is low (around 6% nationally and 5.5% in Victoria), some serious concerns remain, including the fact that long-term unemployment still accounts for a quarter of unemployed people. (ABS)  If all Newstart Allowance plus Youth Allowance (unemployed) recipients who have been receiving their payment for more than twelve months are included, the number of long-term unemployed Australians rises to around 393,105 (60.5% of recipients) for December 2002. (Centrelink) The Pathways to Work Alliance, which includes the Business Council of Australia, has demonstrated that the number of long-term unemployment benefit recipients has remained at between around 380,000 and 440,000 since 1994. The benefit recipients differ from the ABS cohort in that they include people in casual employment who are still entitled to payments, people who have returned to payments after less than three months’ full-time employment, and a minority who are ill or engaged in activities such as voluntary work.
 

The entrenched nature of long-term unemployment is a serious concern because we know that poverty rises with duration of unemployment. Gregory and Sheehan estimate it is around 80% amongst those unemployed for a year or more. This is a particular concern given that Australia’s active public labour market spending (0.42%) was half the OECD average (0.80) by 1999.  (OECD)

The other concern is the extent to which the official rate underestimates underutilisation. An ABS study found the labour force underutilisation rate (unemployed, underemployed and marginalised) in September 2001 of 13.6% to be twice the official unemployment rate at that time (6.8%) (ABS 6265.0)

Joblessness is also disproportionately high amongst some groups, particularly those with low skill levels or poor access to childcare. Women with children (especially sole parents and the partners of unemployed men), older workers and people with a disability are more likely to be unemployed, to be discouraged workers or to be marginally attached to the labour force. The new economy has changed the nature of employment leading to an increase in long-term unemployment and joblessness for people with low levels of education.

Work is now less evenly distributed, between high and low skilled workers, but also between families with children and between regions. There has been a significant increase in the proportion of families with dependents who have no parent in paid work – Gregory puts the increase at 229,000 between 1979-1998 (Dawkins, 2001). Households with no one in a paid job are now more likely to have dependent children. (King)
  The increase in joblessness in families is mainly due to the increased likelihood of some couples experiencing combined joblessness. It is also partly owing to an increase in the incidence of sole parent families, where parents also have relatively high rates of unemployment and joblessness. Australia has a higher incidence of joblessness in families than most other industrialised countries (McKay, DFACs 2001). The number now stands at about 850,000 children in 435,000 families. (DFACs, Dec 2002)

Available employment is more diverse in nature than it has been in the past. There has been an increase in the following types of employment:

· Casual employment. People in casual jobs are more likely to have variable earnings and to have more than one job;

· Part-time employment without access to paid leave;

· Fixed term employment;

· Contract employment; 

· Employment paid on a commission; 

· Self-employment;

· Employment through labour hire companies; and

· Private sector rather than public sector employment. 

The non-traditional working arrangements are more common for low-skilled workers. As a result there is a growing group of low-skilled workers (or workers whose skills are no longer required) who at any one point in time are either unemployed, jobless or in precarious work. These are not three separate groups as many move in and out of work. This is especially so for women and young people.  

It is important to recognise that these changes to the labour market have been positive for some workers and for some employers. However such changes can also risk increasing the numbers of the working poor. This is an issue Governments have an obligation to monitor. Our objective must be to generate high wage, high skill jobs and to ensure universally accessible quality education and training opportunities to allow them to be filled. The changed nature of work also underlines the importance of developing an income support system sufficiently flexible to deliver a decent bridging income and not to act as a disincentive to necessary upskilling.

Housing

‘After-housing poverty’ is an important barometer of equity in Australia.  Home ownership has traditionally been the main means for people to achieve low housing costs, a significant asset and a stable home environment.  Australia’s high home ownership rate, and the fact that most people pay off their mortgages before retirement has traditionally meant that for many older people, housing-related poverty is not a problem.  However, there are now significant signs of a reduction in the home ownership rate driven by falling rates of home purchase among young adults.  Any fall in home ownership will lead to greater demand on the rental sector, both public and private, with consequent lifetime requirements to pay for housing.  Unfortunately, over the past two decades a significant deterioration in the availability of affordable housing has coincided with increasing numbers of low income renting households. These households have experienced a serious deterioration in their circumstances in recent years.

The Commonwealth’s ongoing disinvestment in public housing over the past ten years has reduced access for low-income people to public rental accommodation. The protective role of public housing has shrunk as waiting lists have grown. More low-income families are now reliant on private rental accommodation. Low-income people in private rental accommodation have been consistently found to be at higher risk of poverty. 

The lack of growth in public housing has coincided with a decline in supply of affordable accommodation in the private rental market (Wulff & Yates, 2001).
 The average cost of rental accommodation is increasing at a rate faster than the increase in Commonwealth rent assistance, which is tied to CPI for low-income people. This decline has accelerated in Melbourne (rents rose 30% over the 5 years to 2001 vastly outstripping CPI) and is a source of serious concern to this Government. In addition, the supply of low rent stock has fallen over the past two decades even as residential investment has increased. What affordable private rental housing there is, is increasingly found only in outer suburban and regional locations, where employment opportunities are more constrained in terms of occupations and industries. 

The scenario described here presents major challenges for the Commonwealth and the states in the renegotiation of the Commonwealth State Housing Agreement.  Housing assistance, both public housing and rent assistance, is in need of urgent reform to consider ways to maximise its impact on providing affordable housing opportunities.  Consideration of ways to encourage increased private sector investment in low rent housing, while protecting the important role of public housing, is required and should be a priority for a national housing policy.

Income Support and Taxation Reform

In Australia, income support has been fundamental to the containment of poverty. This continues to be the case. But the NATSEM research cited above suggests this role may be weakening. NATSEM found that 58% of families relying on Government cash benefits were living in poverty by 2000. 
The existing system has a number of strengths. It is generally well targeted and efficient and has had a degree of success in reducing poverty amongst the aged and amongst jobless families. But, as the Commonwealth has acknowledged, it is also complex and characterised by a number of policy anomalies. Not all at risk of poverty are doing well under the existing system. Young single unemployed people are at serious risk and newly arrived migrants are now ineligible for most payments. The responsibility for refugees and asylum seekers is being shifted from the Commonwealth to the states, the churches and community organisations. 

In a study of 25,000 people seeking emergency relief in 1999, ACOSS found that 82% were recipients of Government benefits (35% unemployment benefits, 20% sole parent benefits and 17% disability support benefits). This suggests that benefits are not in all cases protecting individuals from poverty. There are some serious weaknesses in the safety net.

The Bracks Government was also concerned at the findings released in March 2002 of the Independent Review of Breaches and Penalties in the Social Security System. The review panel, chaired by Emeritus Professor Dennis Pearce, a former Commonwealth Ombudsman and Dean of the Law Faculty at the Australian National University, was highly critical of the operation of breaches and penalties in the social security system :

· “Our inquiries have led to the conclusion that, while the system often functions in an appropriate manner, there are many occasions on which its operation in relation to particular jobseekers can be reasonably described as arbitrary, unfair or excessively harsh. There are also many occasions when it diminishes people’s capacity and opportunity to continue seeking work and become less dependent on social security.

· These problems...often arise from breaches being imposed without sufficient regard for the relevant law or without sufficient investigation and consideration of individual circumstances. As a result breaches are imposed too frequently. Moreover, penalties for the breaches are often too severe, thereby causing unnecessary and unjustifiable hardship.” 

We are aware that the Commonwealth introduced a range of reforms to anticipate the publication of the Pearce Report but concerns remain that homeless, marginalised and drug dependent people, particularly young people, may continue to be vulnerable to excessively aggressive breaching regimes. We note that a report by Hanover predating the review, found that 32% of its homeless or other marginalised clients facing dire housing crisis had been breached with reduction of their income support levels. (Hanover, 2000). In 2001 the Salvation Army linked a 30% increase in demand for its emergency relief services to increased breaching of already poor welfare recipients. (Salvation Army)

To this end we support those recommendations of the Pearce Review which propose that more effort should be invested in assisting marginalised job seekers and less in punishing administrative breaches. We hope that the Pearce Report’s proposed reforms can inform the second stage Commonwealth welfare reforms and that the states and peak business and welfare agencies are consulted in achieving a more equitable, consistent and sustainable income support system. 

The Commonwealth has acknowledged the persistance of a series of perverse incentives associated with the income tax interface for some groups to remain dependent on income support. As part of the suite of reforms required to strengthen the social safety net, such poverty traps need to be addressed and taxation policy recognised as an important instrument in improving the level of incentive available to people wishing to transition to paid work. We believe that a reconsideration of commencing taxation thresholds may be warranted in the second stage of the welfare reforms as part of the Commonwealth’s agenda for removing disincentives to work.  

Universal Access to a Basic Platform of Services that Protect Living Standards

Governments have a critical role in providing a platform of quality services which are universally available to citizens regardless of their access to other resources. Such provision is fundamental to ensuring that all Australians have a reasonable quality of life. At the deepest foundation, this service platform is built on universal education and health care. (King)

The states and the Commonwealth have an important role in the provision of comprehensive concessions systems. These concessions aim to ensure that the cost of essential services does not serve as a barrier to access according to need. Where the cost of basic public services is too high the capacity of low-income people to achieve a decent standard of living is diminished by significantly reducing disposable incomes. The maintenance of the basic service platform is a shared Commonwealth and State responsibility. 

The way in which services are delivered is also critical to social inclusion. Quality service provision often engenders social interaction, social support, and an important form of sharing between people from different backgrounds. These more intangible but highly significant aspects of service delivery are important to preserve within an effective universal service system. Reviews demonstrate that increased human service marketisation and use of funding models based on the specification of outputs can in some instances undermine important aspects of service delivery and damage the longer-term capacity of community agencies to deliver cooperative, networked services. Because low income people often struggle to navigate complex, disconnected and competing service systems, Governments must think carefully about the models we develop and, wherever possible, design human service systems which are joined up. (Carter)

Studies have shown that improvements to a range of services helped to reduce the inequality of living standards of Australians during the 1980s and early 1990s.  (King) They also helped to mitigate the impact of poverty on people’s lives and on their opportunities. Major examples include the introduction of Medicare, the expansion of subsidised childcare and the introduction of the Commonwealth dental health programme. Reduced or discontinued funding has more recently diminished a number of these services. This is disappointing because Australia’s net public social expenditure as a proportion of GDP was already low in 1995 (18.7%) in OECD terms (average 22.3%). 

We believe there is a significant opportunity to mitigate poverty in Australia in the longer term through a strategic national social investment. One logical focus is a major investment in early years programs. This is a potential area for joint enterprise between the states and the Commonwealth – an opportunity to invest in the future through our most important human capital, the youngest Australians. 

We explore the issue of an early years strategy further later, but in this context,  it may be useful to test some of the drivers of poverty discussed in this section against the findings of the UNICEF League Table of Child Poverty in Rich Nations published in June 2000. This report provides some important clues in its analysis of the relationship between public policy and child poverty. The findings include that :

· “….A child’s chance of living in poverty is, on average, four times greater in lone-parent families

· There is a close relationship between child poverty rates and percentage of households with children in which there is no adult in work

· There is a close relationship between child poverty rates and the percentage of full-time workers who earn less than two-thirds of the national median wage

· The countries with the lowest child poverty rates allocate the highest proportions of GNP to social expenditures

· Differences in tax and social expenditure policies mean that some nations reduce ‘market child poverty’ by as much as 20 percentage points and others by as little as 5 percentage points.”
Australia finishes a disappointing 15th of 22 nations on the table which is the subject of this report. There is no question we can and must do better.

3.2
Old and New Forms of Inequality

We know that different people and places are more vulnerable to poverty than others. Like occupation and workforce status, changes to family formation and structure are one driver of these divisions. The ABS 1999-2000 Income Distribution Report (6523.0) shows that:

· Single people have the lowest incomes;

· One parent families have much lower incomes than couples; and

· Highest incomes are received by couples under 35 years with no children and next highest for couples with dependents where the oldest child is over five years of age. 

We know that people on benefits and people on other low incomes are most vulnerable to poverty. But there are other groups who experience disproportionately high rates of particularly severe poverty and social exclusion : Indigenous Australians, homeless people, some groups of young people, and some groups whose poverty remains undocumented in any substantial way (for example mentally ill people). 

But we also know that poverty is a precursor to other forms of multiple disadvantage.  A study by Vinson (1999) for Jesuit Social Services identified a concentration of disadvantage in certain postcode areas of Victoria and New South Wales using a composite measure of social disadvantage (income levels, education levels, unemployment, low birth weight, child maltreatment, childhood injuries, psychiatric admissions, mortality, crime and emergency relief). The study found these indices of disadvantage (except low birth weight) to be co-occurrent and mutually compounding. The broad concentration of disadvantage, but not an identical pattern, has been confirmed by a range of other studies. 
One important implication is that the cost of poverty to the community is much more significant than is usually recognised. To fail to address poverty in children is a particularly false economy. We believe longer term economic and social cost-benefits are potentially available for individuals and for the wider Australian community with respect to : 

· reduced homelessness, offending, mental health problems and unemployment; and 

· increased school retention, economic performance, social competency and contribution to civil society.

Inequality also takes many forms. Traditional forms such as poverty have now been expanded to include ‘new’ inequalities such as the digital divide and place based inequalities. Some of the main forms of inequality are:
· Employment and income inequalities on a place basis 

· Educational inequalities associated with socio-economic status 

· Access to services, especially, affordable housing  

· Inequalities in life chances and the burden of disease 

· Gender and lifestyle inequalities  (eg associated with disability) 

· Racial inequalities.


The National Economics/Australian Local Government Association’s State of the Regions 2001 report provides a stark picture of the extent of locational diasadvantage experienced by many rural Australians. In particular it demonstrates that many farmers’ capacity to stay on the land is contingent on them paying themselves poorly. Around 45% of broadacre farmers now earn two thirds of their net income off-farm. The Vinson study described above found that 22 of the 30 most disadvantaged postcodes in Victoria are located in rural and regional areas. Drought is compounding the experience of poverty for many rural communities. Inequalities of place are creating new challenges for Australian Governments and demanding a greater understanding of the differences inherent in the experiences of different communities.

There is a growing consciousness in many western nations of social exclusion as a related condition of poverty. Sometimes the two have been conflated. The Victorian Government recognises that poverty and social exclusion are different but closely related states. Whilst poverty frequently engenders social exclusion, adequate income is a necessary but by itself insufficient measure to eradicate social exclusion. Jobs, services and community building initiatives also form part of the required response. We also recognise that social cohesion is built on strong relations between all groups in the community. Ameliorating the worst types of inequality amongst the most disadvantaged people is a basic requirement of effective community building but only one requirement. The Victorian Government’s community building strategy aims to build social capital across all levels of the Victorian community. 

3.3
International Responses and Lessons

The UK Strategy

A fifth of Britain’s children lived in poverty in the mid 1990s. The child poverty rate trebled between 1979 and 1995. In 1999 Prime Minister Blair set a target to eradicate child poverty by 2020 and an interim target of reducing child poverty by 1.2 million by April 2002. UNICEF has undertaken independent research indicating the target is close to being achieved with more than one million children lifted out of poverty by early 2001. 

The response on child poverty in the UK has involved a wide range of initiatives. Child benefit and means tested support for families have been raised, and a working families tax credit has increased incentives to move from welfare to work. A new minimum wage has raised the incomes of approximately two million people (two thirds of them women) by 30%. A national childcare strategy aims to make free nursery school places available to many more three and four year olds and special help is targeted to children 0-4 in areas most at risk of poverty and social exclusion. (UNICEF)

According to a March 2001 report of the UK Cabinet Office (Preventing Social Exclusion), the Blair Government strategy has been credited with some significant gains in the UK, including:

· More than a million children have been lifted out of poverty 

· 2 million of the poorest pensioner households are at least £800 a year better off in real terms compared with 1997

· One million more people are in work, and claimant unemployment has fallen to below one million for the first time since 1975. Unemployment has fallen fastest in the most deprived areas 
· Educational achievement is improving – higher standards than ever before for 11 year olds in English and maths with a ten and 13 per cent improvement in each subject respectively between 1998 and 2000.

There have also been reductions in crime, homelessness, school exclusions, 15-18 year olds not in education, employment or training and teenage conceptions. 


We believe there may be lessons for Australian public policy to be drawn from the Blair reforms.
The Irish Strategy

Between 1994 and 2000 the proportion of the Irish population living in consistent poverty fell from 15.1% to 6.2%, a reduction of 400,000 people as defined by Ireland’s National Anti-poverty Strategy. Like the UK, the Irish approach is driven by a desire to build an inclusive society as “the key priority of the Government” and to this end the Government has recommitted to:

· Reducing, and ideally eliminating, poverty in Ireland

· A specific target of eliminating long-term unemployment

· A new benchmark for minimum social welfare targets of £150 per week by 2007.

The achievements to date have been outstanding. They have been driven by an enormously successful growth strategy - real GDP rose at a rate of 9.7% between 1997 and 2001 - and a commitment to share the benefits of growth. The benefits, not all of which are simply a result of Irish public policy, have been reflected in a reduction in unemployment (from 10.3% in 1997 to 4% in 2001) and in long-term unemployment from 5.6% to 1.2%. They have been complemented by a commitment (which is down to the Irish Government) to share the benefits of growth, including through substantial real increases in social welfare payment rates.

The Irish Government has set an example by adopting an agreed measure of poverty, setting real targets for reducing poverty and social exclusion and balancing an emphasis on achieving economic growth with a commitment to reduce unemployment, maintain decent wages and strengthen the social safety net. It is important to recognise that the Irish Government has also established complementary objectives to “develop social capital – particularly for disadvantaged communities”. The National Anti-Poverty Strategy is led from the highest levels of the Government and oversighted by a Cabinet Committee. Ireland has made shared growth a centrepiece of successful government. (Building An Inclusive Society (2002))   

The Nordic Approach

For most of the past two decades Denmark, Finland, Norway and Sweden have held child poverty at around 5%, even during periods of recession. This compares with a level of 15% in Australia. 

Whilst not advocating that Nordic policy be necessarily adopted, it is valuable to look at the features of public policy that have achieved these results. In summary these are:

· High investment in helping people into paid work

· Extensive and untargeted universal social support services embedded in legislation 

· High levels of paid maternity leave which significantly reduce workless single parent households and which have increased shared parenting in two parent families

· Universal day care

(UNICEF)

A qualification is that the Nordic model relies on a higher tax burden than is likely to be acceptable in Australia. This said there are lessons to be learned from many aspects of the approach and it must be acknowledged that higher levels of taxation have not diminished the affluence of the countries in question. One fundamental lesson to be drawn here is the need for Australia to adopt a coherent, national early years strategy, whether this be based on European, UK or North American (eg HeadStart) models. 

The Australian Experience

Australia has also had its successes. The impact of the increase in market income inequality on the distribution of the actual living standards of Australians has been much reduced by the action taken by governments in the form of the social wage – especially between 1982 and the mid 1990s. Research has shown that changes to taxation, government transfer payments, and improved service provision, particularly the introduction of Medicare, substantially moderated the increase in inequality of market incomes over the period. (King)

In addition real improvements have been achieved with respect to poverty amongst the aged. As Raper has noted : 

“In 1973, at the time of the Henderson Inquiry, the face of poverty in Australia was the face of an older person. In 1980s we decided as a nation that it was simply not acceptable for older people to live below the poverty line. And we introduced public policies that slowly but surely moved them above it. We can do the same … for the groups that are below the line now.” 

He goes on to underline the evidence that policy and practice can make and have made a difference and that poverty need not be intractable in a nation with our resources and enterprise. (Raper)

4.
Levers for Reducing Poverty

Introduction

So what are the levers available to Australian Governments to lift our citizens out of poverty, and which Governments control which levers?


In overall terms, poverty can be addressed through policies which broadly protect living standards (income support and subsidised or free services) and policies which widen opportunity (improving education and broadening labour market choices). 


We believe State Governments are important players in long term solutions to inequality. But they have limited levers to work with.  The main levers available to State Government are the universal and targeted service systems, and providing the environment for employment, business growth and productivity. Other levers of importance include the tax/concessions regimes and occupational and industrial relations policies. 


The analysis of the Australian and international literature set out above makes clear that the Commonwealth Government controls the crucial levers of macro economic policy; the tax / income transfer system, labour market programs, Medicare, childcare and IR policy.


Our two levels of government share other levers, for example in relation to education, health and housing policy, regional policy and social capital policies such as community building and the early years.  The use of these ‘new’ strategies is still in the early stages in Australia and there are significant opportunities for more joined up approaches to emerge.  


Business, communities and families also have an important role and capacity in addressing inequalities. Much of the thinking behind community building is an attempt to grow latent local capacity through partnerships to address inequalities. We believe many individuals in the broader Australian community have a desire to contribute in a serious way to the reduction of poverty in Australia. The community sector has demonstrated over many years an outstanding commitment to support disadvantaged people and to assist their wider economic and social participation. Many businesses have also demonstrated outstanding philanthropy particularly in areas relating to the disadvantage of Indigenous people, the aged and young Australians.

4.1
Victorian Government Responsibilities 


Essentially the biggest difference the Victorian State Government is making is to continue to support the development of thriving and innovative industries across Victoria and to ensure its range of basic universal and targeted services are accessible and affordable for Victorians. 



Positioning Victoria as a global player in fields such as technology, advanced manufacturing, design and information and communications technologies has been critical to the Bracks Governments’ approach. This work has included the doubling of the current level of funding for medical research infrastructure and the construction of Australia’s first synchotron facility. The Government has also spent $262M in its most recent budget assisting Victorian business to become more competitive and innovative through its Building Tomorrow’s Business Today initiatives. We are working hard to create the business environment most likely to maintain positive growth and generate quality employment opportunities.


Building a strong universal service platform as the first ‘social insurance’ response to inequality, particularly through education, is amongst the highest priorities of the Bracks Government. We have also made very significant investments to restore the Victorian hospital and wider health systems, revive the social housing sector and restore public safety. 

Education

We believe that access to quality education is the most critical area of state government action that can build the capacity of individuals and equality of opportunity into the future. The Victorian Government believes its most critical investment is in its human capital, the people of the state, and the best opportunity to invest in our people and their future is through education. Within this context the Government has injected an additional $2.75B in education and training since 1999, including $822M to build better schools and TAFE Institutes. The priority investments with closest relevance to the eradication of poverty have been:

· Preschool reforms and the Best Start Early Years Program – preschool participation rates have risen from 90.7% to 96.4% under this Government;

· Improving the quality and relevance of schools for all children, including children from low-income families, and ensuring cultural inclusivity and cultural connectedness; 

· The reduction of class sizes particularly in the formative years P-2 (605 additional classrooms) where early learning deficits related to poverty can best be made up – Victoria is now well above national average levels against benchmarks in Year 3 reading (93% met) and numeracy (96% met); 

· Developing strategies in the middle years of schooling to improve literacy and numeracy, student engagement, attendance and retention;
· Improving school to work transitions and better supporting student pathways through initiatives such as Local Learning Employment Networks, the Victorian Certificate of Applied Learning, VET in Schools, On Track, improved web-based career support and  Managed Individual Pathways; and

· Tackling the digital divide by achieving the best student/computer ratios in Australia - 4:1.

Health

Baseline services such as public hospitals are critical to people living on low incomes, and low-income households are understandably over represented in public hospital use. Universal health service benefits are fundamentally progressive. Accordingly the improvements to the universal health system instituted by the Bracks Government have made an essential difference to many people living in poverty.

The Government has reversed the policies it inherited : the closing of 12 hospitals and 1000 hospital beds and a reduction in nurse numbers of 2000. Since being elected in 1999, the Government has:

· Increased hospital spending by $1B 

· Committed $900M to rebuild hospitals and nursing homes

· Opened 900 beds

· Recruited 3,300 nurses

· Treated 35,000 more patients each year

· Established 21 primary mental health services

· Doubled alcohol and drug treatment services 

· Increased mental health funding by $61M over four years.

Social Housing  

In the area of housing, the Government inherited a significant public housing maintenance deficit. The Government has invested $590M over three budgets in the acquisition of 2500 units and invested a further $477M in upgrading and redeveloping public housing stock. Homelessness support services have been increased by 40% and neighbourhood renewal programs linked to employment opportunities targeted to the most highly disadvantaged housing estates.

Community Building 

The Bracks Government has developed a major community building program as one important strategy to address social exclusion. In section 4.3 we describe the strong regional dimension of this program. Community building is a strategy which primarily focuses upon capacity building within small scale geographic communities.  Communities of interest and associations across neighbourhoods and towns that reinforce local community networks are critical to the positive shared identity of many Victorians. 

The Victorian Government conceives of community building as a long-term process which will:

· facilitate stronger, more resilient and self reliant communities in the face of ongoing change and evidence of erosion of attachment to some social and civic institutions;

· promote the capacity of local communities to tackle the complex and multi-faceted issues affecting them, in ways that they consider will most effectively respond to their needs and expectations; and

· reform and renew relationships within communities as well as between government, business and communities to produce more productive and sustainable social, economic and environmental partnerships.
Community building activities which address social exclusion are now operating in every region of Victoria through a large range of programs tailored to meet individual community aspirations. The location of ten initial pilot projects was determined through application of ABS SEIFA
 data to identify areas of greatest disadvantage. These pilots and many other program initiatives are making significant differences to locationally disadvantaged communities and communities of interest (such as Indigenous people) across Victoria. The Victorian Office of Rural Communities for example has had significant success in assisting small rural communities take charge of their futures with eleven further pilot projects operating in 55 small towns.

In recent machinery of Government changes the Victorian Government has created a Department for Victorian Communities to reinforce its commitment to community building and to better address the needs of particular people and particular places. Victoria’s efforts to build community and reduce social exclusion will largely be driven from this department.

Existing State programs in Community Building and Neighbourhood Renewal, driven by the Department of Victorian Communities to address area-based disadvantage, offer significant opportunities for partnership with the Commonwealth. (See also page 29 Regional Infrastructure Development and Neighbourhood Renewal.)

Public Safety

Victoria’s crime prevention strategy balances an approach which is tough on crime with a commitment to be tough on the causes of crime, including poverty and social exclusion. Victoria has the lowest crime rate in Australia, which is being maintained through a major investment in police numbers (up by 800) and resources and a commitment to reduce inequalities in health, education and wellbeing across regions. Victoria’s community safety strategy is sufficiently sophisticated to encompass criminality (including marginalisation) prevention and crime prevention.

Overall

The basic platform of universal services in Victoria is much stronger than it was in 1999 but we recognise far more work will be required to continue the improvements. Maintaining quality, accessibility and affordability in critical Government services will continue to be a challenge. Such services include both those provided by government, such as those described above, as well as services (such as energy and water) provided by others but for which the state has a responsibility. The Government invests $259M annually in concessions programs to mitigate affordability disadvantage. 

Whilst working hard at ‘getting the basics right’ in restoring education, health and safety in Victoria, we are also pursuing more developmental strategies, in particular community building, lifelong learning strategies and regional regeneration approaches such as our Neighbourhood Renewal strategy. These are discussed further in section 4.3.

4.2
Commonwealth Responsibilities 

We believe that the drivers outlined in section three shape the opportunities and major challenges poverty poses for the Commonwealth. In summary the challenges are to :

· Maintain good levels of economic growth and improve the shared benefits for all Australians

· Establish an agreed measure and national targets for reducing poverty in Australia with a particular focus on reducing child poverty

· Develop strategies to address entrenched long-term unemployment, ensure unemployed people benefit from job creation (as opposed to people shifting jobs) and improve regional distribution of employment;

· Ensure sufficient labour market regulation to preserve the capacity to protect the incomes and working conditions of vulnerable workers;

· Improve levels of support for homeless young people and disadvantaged youth jobseekers;

· Improve the quality and quantum of Australian labour market programs as a whole to bring them up to OECD average levels;

· Improve the level of child care assistance to reduce the growing affordability gap of the high cost of child care on low-wage women and introduce 14 weeks of Commonwealth Government funded universal paid maternity leave;

· Reconsider the recommendations of the Pearce Review of Breaches and Penalties in the Social Security System and reconsider the levels of income support provided to young unemployed Australians.

In addition to these areas, there are a number of matters for which the Commonwealth and the States share responsibility. These provide opportunities for the states to work cooperatively with the Commonwealth in reducing poverty and disadvantage. 

4.3
Joint Commonwealth-State Responsibilities 

Health, Housing, Education, Early Years and Community Building

We recognise that equity is not simply to be addressed through targeting those most in need through the welfare system (income-tested payments and services). The provision of a universal platform of quality services in areas for which the Commonwealth and the states share joint responsibility is equally important. As intimated in 4.1, health, education and affordable housing services are of particular importance.

Health

The universal coverage and financing arrangements of Medicare have been important in limiting barriers by low-income people to mainstream health care by minimising out-of pocket costs and thus the impact of such costs on their living standards. However, more recent data is showing a decline in the number of bulk billing GPs (71.2% nationally) and the problem is particularly acute in outer metropolitan and rural areas. The decline in the electorate of Dunkley (Frankston) for example has been dramatic, from 78.6% to 63.4% between 1999-2000 and 2001-2002. This is of concern because it effects access to funded primary services for these communities, which are more likely to be comprised of higher numbers of low income people. It is also of concern because Victorian Government hospital figures reveal an 11.5% growth in emergency department presentations from June 2001 to June 2002. (Victorian Hospital Services Report, June Quarter 2002). 

Our best current advice is that around 30% of emergency department presentations could be better serviced by a GP. This suggests that significant numbers of people are not receiving the accessible and responsive  primary care they require in a setting most appropriate to their needs. The Commonwealth should move to restore community access to general practice health care through:

· Increasing the Medical Benefits Schedule rebate for GP services

· Providing grants to GPs, particularly in rural and outer metropolitan areas (such as Frankston)

· Considering the cashing out of Medical Benefits Schedule payments.

This objective of achieving equitable access to quality healthcare for all Australians should also be at the core of renegotiating the next Australian Health Care Agreement in 2003. For efficiency and equity reasons it is essential that public hospitals continue to provide a viable and quality alternative to the private system. For these reasons, balance needs to be exercised in ensuring that incentives to take up of private health care through the health care rebate are not achieved at the expense of efficiency or the wellbeing of the public health system. Public hospitals must be adequately funded to fulfil their vital role in providing a universal safety net. Similarly, the Australian Pharmaceutical Benefits Scheme, the envy of other western nations in terms of its capacity to maintain consumer affordability, is fundamental to our egalitarian culture and must be preserved and protected.

Within the broad field of public health, dental health care for low-income people is a critical priority for further support. Poor dental health causes pain, suffering, poor nutrition and is associated with a range of serious medical conditions. It also affects self-esteem, employability and productivity at work.

Since the abandonment of the Commonwealth dental health program, waiting lists for public dental health care have increased. In juxtaposition, existing tax subsidies for private dental care are assisting wealthier consumers. It has been estimated that Australian taxpayers have indirectly paid for around $360M of private dental care during the period 1997 to June 2000. Unfortunately, those being assisted are no longer members of low income households. The Bracks Government has directed its resources in a more targeted way (funding for dental care has increased by $35M since 1999) in areas such as the extension of the School Dental Service to adolescents in low-income families. We have committed to a further $21M investment in dental health as part of our re-election platform. The Victorian Government seeks Commonwealth support in reducing waiting times for the poorest Australians by restoring support for the dental health of our citizens. This is an area in which the Commonwealth could make a significant difference with a limited outlay. 

Disability Services

The five year Commonwealth State/Territory Disability Agreement (CSTDA) between all States and the Commonwealth encompasses funding and administration of employment, accommodation, and other specialist disability services for people with disabilities. More than a quarter of people with a disability in Australia live below the poverty line.

The current CSTDA (CSTDA 2), which includes a bilateral agreement to address a backlog of unmet need, was due to expire on 30 June 2002 but has been extended to February 2003.   The Victorian Government has a number of concerns with the Commonwealth offer for CSTDA 3 including:

· Inadequate indexation.

· A continuation of previously allocated unmet need funds, but no new money for unmet need.

· Inadequate growth funding of only $125m over 5 years for States and Territories – less than half the rate of growth provided in CSTDA 2.

Housing
As outlined in section 3.1, adequate affordable housing is a major insurance against poverty. In its first budget the Bracks Government injected $94.5M over three years into social housing, the first time in more than a decade that a Victorian Government exceeded funding requirements under the Commonwealth-State Housing Agreement. In the area of Supported Accommodation Assistance Program funding, the Government committed an additional $32M over four years from 2000-2001. These investments have attempted to offset a continued decline in Commonwealth funding for the public and community housing asset base (by approximately 30% or $90M in real terms since 1989-90). Efforts by the Commonwealth to argue that outlays for Commonwealth Rental Assistance (CRA) balance this disinvestment are not supported by the evidence. In any case, as we have seen (p.11), market rents are vastly outstripping CRA indexation linked to the CPI and the circumstances of low income private renters is progressively declining.

The next Commonwealth-State Housing Agreement, to operate from July 2003, provides an opportunity to restore levels of housing affordability to low income Australians. Social housing has a proven preventative value, reducing the cost of investments in others areas of Commonwealth social expenditure.  A fair outcome from the CSHA will go a long way towards reducing the risk of poverty for the most vulnerable Australians over coming years. The condition of social housing in all states makes this an opportunity that as a nation we cannot afford to miss.    

Education 

The Bracks Government believes that schools can be places where people from different backgrounds and cultures have shared experiences and where the understanding and acceptance of difference is developed. In this respect, the preservation of a quality public education system is critical not only to our future economic prosperity but to our social cohesion. We share the Commonwealth’s view that parents should have the right to choose to send their child to a non-government school, but we differ with the Commonwealth in our view that for there to be real choice some fundamental conditions must apply:

· Education in government schools must be of high quality;

· Parents must have adequate information on school performance; and 

· Choice must not be distorted by providing inefficient incentives to private schools. 

The Victorian Government has committed significant resources to both improve the quality of public school education and to ensure that parents have detailed, meaningful information on school performance. At the same time we have continued support for private sector education in Victoria, which continues to provide a positive option for many Victorian students. 

In this context the Commonwealth’s decision to confer massive subsidies to the wealthiest private schools in Australia through the most recent Quadrennial Schools Agreement and Legislation was disturbing. This decision was inexplicable as a piece of public policy unless the objective was to move towards the creation of a two-tier school education system. The stated objective of improving affordability of elite schools has already been disappointed. There is now a striking asymmetry in private/public sector enrolments as these relate to Commonwealth funding. Whilst less than one third of students are enrolled in private schools in Australia, more than two thirds of Commonwealth schools funding is directed to private school education. Between 1998-99 and 2003-04 Commonwealth funding for non-government schools will increase by 51.3%, while funding for government schools will increase by 25.5%, in practice merely maintaining Average Government School Recurrent Costs. To understand the scale of the shift in Commonwealth schools funding over the past 30 years, it should be recognised that the 1973 Karmel Committee proposed Commonwealth school funding of 15% to the private school sector.  (Marginson) Commonwealth schools funding policies are beginning to challenge basic Australian values of equality of opportunity.

Victoria would welcome the opportunity to work more closely with the Commonwealth to ensure high standards of education for all Australian students. Initial work is underway to ensure that the State’s Local Learning Employment and Managed Individual Pathways initiatives are positively integrated with the Commonwealth programs - Partnership Outreach Education Model (POEM) and Care and Transition (CAT) - designed to  respond to the Footsteps to the Future report. We are committed to continuing this type of cooperation.

The Commonwealth’s responsibilities include joint funding of public school education and the training system through the ANTA Agreement. Improving the affordability of higher education is also an important challenge for the Commonwealth. This is because Australia’s future as a knowledge economy depends on university education not returning to the preserve of those on high incomes. Between 1995 and 1998, Government investment fell by 5% while private investment increased by 33%. The proportion of students from low socio-economic locations participating in higher education fell to 5.4% by 1999. (Marginson) At the same time, Victoria continues to experience excess demand for higher education teaching and nursing places. The capacity to develop workforces in these areas will determine our long-term capacity to support critical human service systems.

The partnership between the States and the Commonwealth in addressing the inequity and poverty experienced by Indigenous students continues to be essential. We must recommit to improving educational outcomes of Indigenous students and to ensuring that we deepen the knowledge and understanding of all of our school communities in Indigenous peoples and cultures.

Concessions

From 1 July 2001 the Commonwealth widened eligibility for the Commonwealth Seniors Heath Care Card (CSHC) to include seniors with incomes of up to $50,000 pa ($80,000 for couples). In October 2001, the Commonwealth sought in principle agreement from all states to extend concessions to CSHC holders and in March 2002 offered to partly compensate Victoria for the proposed extension of core concessions (energy, water, transport, rates). The Commonwealth extended Commonwealth concessions to CSHC holders from 1 July 2001 for pharmaceuticals and for telephone calls.


There is a policy dissonance in the decision by the Commonwealth to advocate an extension of concessions to seniors of independent means in its 2001-2002 budget while flagging the need for a future rationing of services to seniors in its Intergenerational Report in the budget of the following year. The IGR is cited in explaining the $2B reduction in funding to the pharmaceutical benefits scheme and the consequent increase in the cost of medicines for pension and non-pension holding consumers in the 2002-2003 Commonwealth Budget. 

We believe the Commonwealth approach is corrosive of existing concessions systems. Currently state concessions in Victoria are carefully targeted to pensioners on incomes up to $30,000pa and low income earners holding a Health Care Card (those on incomes up to $16,600 pa). The Victorian concessions system deliberately targets low income Victorians. The proposed Commonwealth extension of state concessions would undermine the Victorian concessions policy framework by re-directing limited funds from vulnerable households to relatively affluent seniors. A serious commitment to reduce inequality and disadvantage is not consistent with the Commonwealth’s current approach to concessions policy.  

We believe that there are two further areas that provide potential opportunities for the Victorian and Commonwealth Governments to begin to work more closely. These are:

· the development of a comprehensive early years strategy for Australia as part of our effort in reducing child poverty; and

·  in further developing a program of community building to reduce social exclusion.

An Early Years Strategy for Australia 


A window of opportunity being opened across Europe and America is an intensive investment in the early years. Investment in the early years of life is at least as important as other education provision, providing society with substantial long-term economic gain. The Perry Preschool Project in the United States has been evaluated for around 30 years and has consistently shown social and economic benefits. For every $US1000 invested, at least $US7160 had been returned to the community, based on the financial cost to society of crime, special education, income support, unemployment and the return to society of taxation income. 


A provisional cost analysis in the UK undertaken on investment in quality outcomes in early 2000 indicated consistent savings for quality early childhood care and education provision, with every £1 spent resulting in a future saving of £8.

In France, each year of école maternalle (preschool) was found to reduce the need for special assistance and special education placements for children from disadvantaged homes in the first grade.  A smaller study in Ireland by the same authors found that the negative consequences of disadvantage could be partially offset by a preschool program. 

(CESCEO Early Childhood Education Working Party) 
Evidence now points to high-quality early experiences as cost saving to the community in both financial and human terms. Victoria’s early childhood infrastructure is fundamentally about preventing harm and disadvantage and promoting health, learning and opportunity. We recognise the importance of strengthening this infrastructure and the complex relationships which underlie it.

Victoria has made a start, building on its existing solid platform of antenatal, preschool and primary school services to begin developing an early years strategy - Best Start. This start is being consolidated through our November 2002 Children First election policy which will provide a further $71m over four years in new children’s services funding. This initiative will establish fully integrated networks of children’s centres including maternal health, immunisation, parenting information, outreach programs, childcare and kindergartens. These initiatives relate closely to Bracks Government investments to reduce prep to 2 class sizes and to early years school initiatives that provide significant resources to support improved student learning in foundational skills of literacy and numeracy and to underpin one to one intervention programs such as Reading Recovery. Preschool participation rates have been lifted to 96% with support from a new concessional rate of subsidy for low income families. These initiatives are making a real difference in mitigating the impact of poverty. Their benefits will be carried into the future.

More could be achieved with the participation of the Commonwealth. The Commonwealth has responsibility for childcare funding and shares responsibility with the states in maternal and child health. A national early years strategy developed jointly with state governments could enormously improve the future potential and collective wellbeing of our nation and its individual children and families. Future dependence on Commonwealth income support could be reduced. 

Recent statements by the Commonwealth Minister for Children and Youth Affairs flagging moves towards a National Agenda for Early Childhood are welcomed. A collaborative approach will be required to identify mechanisms to integrate child care, welfare, health, education and community building to widen opportunities for parents. Sensitive responses to the linguistic and cultural diversity of the early years cohort and particularly parent engagement will be key to an inclusive approach. A high level of engagement with local government will also be critical.

Regional Infrastructure Development and Neighbourhood Renewal as Components of a Coherent Strategy for Community Building

In section three we described the emergence of new forms of inequality in Australia, including:

· Growing spatial inequality / regional poverty

· Locations of multiple disadvantage

· A growing digital divide

· Growth in gaps in affordable housing

· Entrenched disadvantage in certain population groups, such as Indigenous peoples.

We also know that in some areas :

· Community involvement has declined and some people are isolated from the benefits of mainstream participation

· Programs have not always sufficiently taken account of local needs and community capacity.

There is a growing concern in Victoria, in Australia and in many countries beyond Australia, with these issues. But despite their relatedness there has also been a lack of clarity about effective action, especially how to deal with these concerns simultaneously in one program of action. Regional regeneration programs have been developed in some areas. Larger community building programs have been explored in other areas. The Victorian Government has developed regional development projects, a major regional regeneration program based on public housing estates (Neighbourhood Renewal) and a major Community Building Program. 

The Government’s regional development efforts have been driven by a conscious agenda to grow and link the whole of our state. To this end we have:

· Expanded job opportunities with more than a third of job growth in rural and regional Victoria in the first two years of the Government;

· Established the Regional Infrastructure Development Fund to maximise regional growth and development activities; and

· Established fast train projects between Melbourne and Ballarat, Bendigo, Geelong and the LaTrobe Valley and allocated funding to re-open passenger lines to other parts of the state.

More rural Victorians are being linked to the internet and other new technologies. Connections are being systematically strengthened between industries, agricultural centres and Melbourne and regional ports. These initiatives are helping to revive the fortunes of areas of the state which have experienced large scale unemployment associated with economic restructuring and the rural downturn. 

The Government’s community building program also has a strong regional dimension which is complementary to the regional infrastructure development program. Like Neighbourhood Renewal, community building involves Victorian citizens as active partners in the reinvigoration of their own communities.

Neighbourhood Renewal, reinforces the Premier’s commitment to govern for every neighbourhood and every region in Victoria. The Neighbourhood Renewal initiative is based on the most disadvantage housing estates in Victoria and works to build the capacity of our most vulnerable citizens. The initiative activates a priority of the Government’s policy blueprint, Growing Victoria Together, to reduce inequalities between communities. Whilst it began as an initiative of the Office of Housing, Neighbourhood Renewal now has a whole of Government mandate. This means that existing investments in housing support for disadvantaged people will be augmented by additional resources and support from all other arms of Government: better health, education, personal capacity building, information and so on. The program will be extended from 10 regional sites in 2002-2003 to 24 sites by 2005-06. Significant improvements against a range of wellbeing indicators are already evident in the two most advanced sites, the LaTrobe Valley and Wendouree West.

The State and the Commonwealth Governments have begun to work more effectively on cooperative people and place based initiatives in recent months. An important example is the COAG trial of integrated, Indigenous Community service delivery based in Shepparton. 

There is a clear opportunity for further development of a place based partnership approach through Commonwealth employment program support for participants in Neighbourhood Renewal projects. Participants in the programs are twice as likely as other Victorians to be unemployment benefit holders. This regional regeneration initiative depends for its success on creating new opportunities, lifting employment rates and improving incomes. We believe there is potential to target concentrated Commonwealth employment support in some of these areas as part of the Australians Working Together reforms. This would provide a good example of Australian Governments modelling the cooperation implicit in the title of the welfare reforms. 
We hope to work more closely with the Commonwealth to build employment opportunities in Neighbourhood Renewal regions in the future.

5.
Conclusion

5.1
The Need for Institutional Leadership and a National Approach 

This submission has argued that poverty is a significant and important issue for Australia and a national problem which has not responded sufficiently to current policy settings. The Victorian Government believes that it is now time to reaffirm our national commitment to equity and our determination to match our continued high levels of growth with higher levels of equity. We have argued that an important first step is to agree a national benchmark measure of poverty and the setting of achievable targets for its reduction. In order to do this we need to undertake a serious analysis of the drivers of poverty, the composition of poverty in Australia in 2003, and the strategic approaches that could be adopted to develop a coordinated national response.

We believe there is a need for the Commonwealth to undertake a leadership role in formulating a national strategy in consultation with State Governments, the community and business sectors, and unions. An important first step will  be to locate policy leadership within an effective institutional forum. Given the importance of the issue, we believe that options may include:

· specific attention through COAG; or

· an expansion of the responsibilities of the Commonwealth Productivity Commission to make it a Productivity and Equity Commission. 

The Productivity Commission has driven important improvements through enabling comparison of performance on competition policy in micro-economic reform. We believe there is potential to drive changes in equity and social justice in Australia through comparable processes. 

The Victorian Government stands committed to participate in improving the life chances of Australia’s most disadvantaged citizens. We recognise that to do so will require cooperation with the Commonwealth and a preparedness to take responsibility for those aspects of the problem that State Governments can redress. We look forward to contributing substantively to a national strategy to reduce poverty in Australia.
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� Like other commentators King acknowledges a significant margin for error in the estimates but asserts that we may be confident about the broad directions of the trend which is borne out by consistent findings in other studies. 


� This section of the submission draws substantially on work undertaken for the Department of Premier and Cabinet Victoria by Associate Professor Alison McClelland of LaTrobe University.


� See Pathways to Work Alliance : 2002 Pre-Budget Briefing for more detail.


� Around one in six dependent children were in jobless families in 1998.  (DFACs, 1999)  


� Between 1985 to 1998 the large increase in inequality in wage earnings was in the private sector where there were very large increases for the top 10%. There was also a decline in the number of low-paid positions in the public sector.


� Rental accommodation that takes up less than 30% of the income of low-income people.


� 26.7 per cent of people with a disability in Australia live below the poverty line. 


People with a disability are more likely than other groups to have lower levels of educational achievement, are more likely to be unemployed, and less likely to own their own home.


People with a disability are more likely to have health problems that significantly affect their quality of life.


Approximately 30.6 per cent of children with a disability live in sole parent families.  This is much higher than the number of children without a disability who live in sole parent families (18.1 per cent).  


Social Policy Research Centre, University of New South Wales (2000), Socio Economic Disadvantage and the Prevalence of Disability: Final Report for the Victorian Department of Human Services.- Australia Bureau of Statistics (ABS) (1999a), Disability Ageing and Carers: Summary of Findings, (1998 Survey), Product No. 4430.2.40.001. ABS, Canberra


� SEIFA is Socio-economic indicators for areas
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