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Executive summary

Many Australians have only a fuzzy idea of what it means to live in poverty in arich
country like ours. Their images of poverty are drawn from developing countries overseas
or for some, memories of the depression. They have little understanding of the hardship
and deprivations that mark the daily lives of the more than two million Australians
currently in income poverty. However, once we look beyond traditional ideas of poverty,
we find many Australians who are forced not to feed themselves properly so that their
children can eat well. There are those who cannot pay electricity, gas or water bills and
need to turn to charities to help them out. There are those who cannot afford the medical
and dental treatment they need. To live in poverty in Australia today is to struggle daily to
meet the bare necessities of contemporary life.

Thirty years after the National Poverty Inquiry and the establishment of the Henderson
Poverty Line, there is evidence to suggest that poverty is now more widespread, against a
backdrop of deeply entrenched social divisions:

« more than 6% of the labour force is “officially” unemployed compared with less
than 2% in the early 1970s. When we take into account hidden unemployment the
current figure doubles. The number of long term unemployment recipients has also
grown substantially from negligible levels to around 380,000 in 2003;

« 15% of children (860,000) lived in jobless households in 1999, a statistic which
would have been inconceivable in the 1970s;

«  23% of people of working age were reliant on social security payments in 2000
compared with 16% in 1981;

« the number of homeless people at the 1996 census was estimated at 105,000;

« housing costs are consuming increasing proportions of household incomes and
affordable housing is much more difficult to find.

Inequality has also increased:

+ in 1968 the bottom 10% of families had incomes below 40% of the median family
income, but by 1999 this had fallen to 33% of median family income.

Over the past thirty years Australian governments have worked to reduce poverty in
various ways by:

« increasing income support for low income households in the 70s and 80s through
benchmarking pensions to 25% of total male average earnings has meant that older
people have a much lower risk of poverty now than in the early 70s (down from
7.5% to 4.6%);

« improvements in family assistance to low income families in the eighties and
nineties, including the child poverty package in 1988, estimated to reduce child
poverty by one third,;

« expanding the range of human services (including Medicare, home care, aged care
and child care services) thereby reducing the cost of living for many people on low

Australian Council of Social Service



The Bare Necessities

incomes. These ‘social wage’ outlays were estimated to have increased from 18.7%
of average disposable income in 1984 to 21.3% in 1998.

Governments have an important role in drawing attention to poverty and disadvantage, in
taking action to reduce it and to monitoring progress in addressing it. Sound economic
policy alone will not do the job. Progress is much more likely to be made when
governments make commitments that are tied to performance targets.

In 1999 the British Government made a commitment to eliminate child poverty within a
generation, and to make substantial progress to that end within five years, within the
framework of a long term plan to reduce poverty. Benchmarks for measuring progress are
being developed and policies in a wide range of fields updated and coordinated in order to
achieve this aim. Subsequently there is much greater public interest and debate about
contemporary poverty in the UK. Similarly, the Irish government has made commitments
to reduce poverty to below 5% by 2004 , to reduce unemployment to less than 5% and long
term unemployment to less than 25% of unemployment. In both these examples centralised
mechanisms within or attached to government have been established to drive the
achievement of these commitments, in addition to related programs of data collection and
research, and broad based community consultation.

A similar commitment is required in the Australian context if we are serious about
addressing poverty and disadvantage in this country and offering brighter futures for our
children.

The experience of long-term unemployment and poverty

“It’s a struggle from one fortnight to another, from one year to another, there’s
no light at the end of the tunnel”

*“Little things become big — | can’t afford a newspaper”

“It’s a bit like a prison. There are no jobs. You can’t sell your house. There are
7 houses in my street for sale. There is no money to relocate, plus your family
and friends are here.”

“If I’'m short on bills, | take money out of grocery money. | need to get food
vouchers. When you’re getting food vouchers, some people can make you feel
real low.”

Source: Unemployed job seekers in Tasmania quoted in McCormack V, 2001 Dead Man’s
Shoes: Unemployment in Tasmania and the stories of job seekers looking for work, Tasmanian
Council of Social Service Inc.
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Executive Summary

Defining poverty

Poverty can be defined simply as “a lack of socially perceived necessities”.1 Other
definitions approach poverty as a form of multiple deprivation against a relative living
standard? or as relating not only to a lack of necessities but also people’s capacities to
achieve adequate functioning3.

Two Kinds of needs are implied in these definitions that we suggest we need to be
primarily concerned with:

1. Subsistence poverty (relating to the capacity for physical survival and basic comfort); and
2. Participation poverty (relating to the capacity to participate in social and economic life).

It should be remembered that even subsistence poverty is socially defined. What is
considered to be basic adequate accommodation in one country may not be in another.
Subsistence poverty is therefore always defined in accordance with the standards of a
particular society at a point in time, unless physical survival is directly threatened.

Participation poverty on the other hand has much in common with social exclusion.
Howvever, it is a narrower concept directly associated with a lack of resources. Resources is
used here as a broader term than income alone to include things such as assets, or access to
affordable community services.

Poverty is not the same as inequality. For poverty to exist it is not sufficient that the
resources available to one group are much lower than the rest. People in poverty must live
under conditions that would be widely regarded by the community as hardship,
experience a lack of socially defined necessities, or have substantially less command over
resources than the community finds acceptable. Nor is poverty the same as simply having a
low income, although one is often associated with the other.

Poverty does not have to be persistent to be real. While persistent poverty is of greater
policy concern than poverty that lasts for a year or less, poverty of a shorter duration also
has profound impacts. Moreover, by the time are people are living in poverty they have
usually been existing on low incomes for some time.

At the United Nations World Summit on Social Development in Copenhagen in 1995, it
was agreed that countries should develop national plans to define, measure and eradicate
‘absolute’ poverty and reduce ‘overall’ poverty within fixed timeframes. The idea of
absolute poverty (developed to ensure rich and developing countries could share a poverty
benchmark) in this context, however, does not imply a standard that does not vary over
time or between countries but a base of core or severe poverty. A further development to
assist international comparisons of core or severe poverty is the United Nations Human
Poverty Index - a measure of poverty based on deprivation indicators in areas like literacy,
mortality and morbidity, access to safe water and basic health services. In this Australian
context, such measures are of relevance to many Indigenous communities.

1 Mack and Lansley (1985) p.39.
2 Townsend (1979)
3 Sen (1993)

Australian Council of Social Service 7
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Measuring poverty

No official inquiry into poverty in Australia has been undertaken since the National
Poverty Inquiry of the 1970s. Although its main legacy was an income based poverty line
(the Henderson Poverty Line), it also took submissions, conducted hearings across
Australia, and commissioned studies into dimensions of poverty such as housing and
health, and developed a broad strategy to reduce poverty.

Since that time Australian research has focused on the use of income based poverty lines;
the development of budget standards that map standardised household budgets for low
and middle-income people; and limited attempts to directly measure deprivation.

Of all measures of a person’s resources, income comes closest to measuring deprivation in
a market-based economy. This is because it is a strong indicator of people’s capacity to
spend on essential goods and services. In this way we are able to speak of income poverty as
a level of income below which the risk of poverty is unacceptably high. Income poverty has
important implications for social security policy in particular.

There are a number of methodological issues with income based poverty lines. Their
relation to actual deprivation can only be resolved by measuring deprivation directly and
examining the strength of its correlation to low income. In Australia, only the Henderson
Poverty Lines were originally grounded in a direct study of deprivation. An alternative
approach is to use a widely accepted but arbitrary benchmark such as 50% of average
income, or 50% of median (middle) income. Income based lines would ideally be adjusted
overtime to reflect changes in living standards through regular deprivation studies.
Another issue is to what extent income should be adjusted to take account of variation in
costs. To address this, equivalence scales are commonly used in Australia to account for
family size, while Henderson used before and after housing cost measures to account for
variations in housing costs.

Fig. 1. Four poverty benchmarks (2002)
$ per week (disposable income)

Single adult Couple Sole parent, Couple, 2
2 kids kids

Henderson Poverty $294 $393 $456 $551
Line
50% average $244 $330 $371 $452
household income
50% median $210 $283 $318 $388
household income
Low Income Budget $341 $443 $564 $698
Standards

The greatest limitation of income based poverty lines is that they do not measure poverty
directly. Recent studies of living standards (such as the Australian Standards of Living
Study in the 1980s (Richardson and Travers), the Australian Living Standard Study
(Institute of Family Studies), and the Financial Stress Study in the 1990s (Australian Bureau
of Statistics)) have offered valuable direct insights into deprivation in Australia. They
provide much richer output than that of income-based studies. The potential of such

8 Australian Council of Social Service
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studies would be greatly enhanced if the findings could be readily condensed into widely
understood indexes of deprivation. It may also be possible to use such a study to develop a
new income poverty line and this is an area requiring further research.

None of these studies were designed to measure the extent of poverty, being either too
narrow in their coverage of the population or deprivation dimensions. Further, these
studies were also limited because they were not grounded in an underlying theory of
poverty and they did not take into account the views of the wider public in relation to what
constitutes essentials.

It is clear that Australia needs a new understanding of poverty that takes account of the
complexity of people’s actual living standards, but is also grounded in the basic idea of
poverty as a lack of resources to secure the necessities of life.

Defining and measuring poverty is a process of consensus-building as much as research.
The most enduring poverty measures are those linked to public inquiries where the
researchers and policy makers have the opportunity to engage the public and assess their
opinions about poverty, and where there is clear government support for and interest in
the process and its outcomes.

Extent of poverty in Australia

In the absence of a comprehensive study of deprivation in Australia, the following data is
drawn from studies of income poverty.

Headcount figures of Australians living in poverty against various income lines and taking
into account housing costs show that between 3.5 million (19%) and 2.5 million people
(13.5%), and 1.3 million (26%) and .8 million children (17%) were living in poverty in the
year 2000 (NATSEM/ Smith Family, 2001). The same study provided estimates of the depth
of poverty, by showing that for those living below a 50% average household income line,

the poverty gap® was:
«  Over $150 for 30% of families;
+  Between $100 and $149 for 12.5% of families;
+ Up to $100 for 57% of families.

4 Studies that directly measure living standards generally identify the same groups as having a high risk of
poverty as income studies do.
5 Shortfall of income compared with this poverty line.

Australian Council of Social Service 9
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Fig. 2. Extent of poverty in Australia in 2000
NATSEM/Smith Family estimates

Poverty Line: Henderson 50% of average 50% of median
Poverty Line household household

income income

Extent of poverty (not accounting for housing costs)

People in poverty 4,378,000 2,432,000 1,628,000

Children in poverty 1,037,000 743,000 479,000

% of people 23.4% 13.0% 8.7%

% of children 20.8% 14.9% 9.6%

Extent of poverty, (accounting for housing costs)

People in poverty 3,554,000 3,274,000 2,526,000

Children in poverty 1,316,000 1,142,000 848,000

% of people 19.0% 17.5% 13.5%

% of children 26.4% 22.9% 17.0%

Source: Harding, Lloyd & Greenwell, 2001, op cit.

Trends in poverty over time

Using a variety of poverty lines research shows that income poverty gradually rose over
the last decade. This is most likely to be the result of the failure of declining unemployment
to reduce poverty, and the fact that strong growth in average and median household
income outstripped the growth in income of sacial security recipients.

Research into trends in the incidence of income poverty levels and the risk of poverty from
1973 and 1996° found:

» the percentage of aged households in income poverty dropped from 21% to 8%,;

« atthe same time, the risk of poverty for unemployed people rose from 17% to 74%
and for children from 8% to 16%.

The growth in the numbers of Indigenous Australians is likely to have contributed to rising
poverty over the period. For sole parents the risk of income poverty dropped from 37 % to
24%, but with a corresponding increase in the proportion of poor people from sole parent
families. Overall income poverty rose from 10% to 17% over the period.

International comparisons

Australia has a relatively high poverty rate (19%) when compared with other OECD
countries, although significantly less than the USA at 24%’. Sweden has the least poverty at
10%. The key factors influencing our high poverty rate are high levels of unemployment
and joblessness, low social security payments, and a high number of sole parent families.
At the same time our relatively high minimum wage has kept poverty among working
families relatively low (in contrast to the USA and the UK that have very high levels of

6 King (1998)
7 Against the measure used in international comparisons by the OECD- 50% of median equivalent disposable income.
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income poverty among wage earning households). However, poverty among working
families is on the rise in Australia also.

A similar pattern can be seen in relation to child poverty with Australia performing slightly
better at 16%.

Groups most at risk of poverty

Although income based poverty lines do not directly measure poverty, the profile of
groups most at risk of income poverty is very similar to that of groups found to be
suffering hardship in studies that involve more direct measurement.

Data from studies of income poverty by NATSEM, the 1999 ABS financial stress study, the
Travers/Robertson deprivation study (1995), the ACOSS Emergency Relief study (1998)
and the Centre for Aboriginal Economic Research (1994) consistently show particular
groups at high risk of poverty.

Groups at high risk of poverty
— Indigenous households
— Unemployed households
—  Sole parent families
— Young people in low income households

—  Households of workforce age whose main source of income is
Government income (for instance people with disabilities and carers)

In contemporary Australia these groups are deprived of the kinds of things most of us take
for granted, like adequate home heating, new clothes, or essential health treatments. In
addition they are the most likely not to be able to afford to pay utility bills, to go without a
meal due to lack of money, or to go out at all.

Indigenous Australians face a far higher risk of poverty than other Australians. This reflects
high levels of joblessness, low levels of formal education, poor health, inadequate housing,
the experience of dispossession and racism, and the tenuous nature of the social security
safety net. Compared with other Australians, Indigenous people face:

« nearly twenty years less life expectancy at birth;

» 16 times higher rates of imprisonment;

« 3.8 times the unemployment rate;

+  44% the rate of school retention;

« 24 times the rate of hospital admissions of women due to violence;

« 47 times the proportion living in dwellings with ten or more people;

+  68% the level of median family income.

Australian Council of Social Service 11
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Of all family types sole parent families face the highest risk of poverty with 22% of these
families living in income poverty. The risk of income poverty for sole parent families has
fallen since the late 80s, reflecting a number of policy initiatives taken over that time.
However, there is evidence to suggest that income poverty measures may underestimate
the extent of poverty among sole parent families.

The overall number of couples with children in poverty is higher although they face much
lower rates of poverty. This is because there are more couple families overall.

Young people face a much higher risk of poverty than middle aged or older people,
reflecting high rates of youth unemployment, relatively low rates of social security
payments for young jobless people, and the fact that many older people have benefited
from asset acquisition. However, the minority of older people who rent and rely fully on
the pension face a much high risk of poverty than other retired people.

People whose main source of income is Government benefits are consistently found to be at
greater risk of poverty than other groups. This is particularly so for people who remain in
this situation for many years, such as long term unemployment beneficiaries, many sole
parents, people with disabilities and carers.

Households where no one is employed make up 56% of people below income poverty
thresholds compared with 11% of households with one full time earner and 5% of
households with 2 full-time earners. Part-time earners also face a higher risk of poverty
than full-time earners.

A number of studies also suggest that renters face a much higher risk of poverty than home
owners, and that social housing tenants are worse off than private tenants. The key reason
for this is that public housing tenants generally come from among the most severely
disadvantaged groups in the community, for example people with chronic mental health
issues or other disabilities. Moreover, social housing is frequently located in disadvantaged
localities with limited employment opportunities.

Causes and dimensions of poverty

Labour market and social institutions can largely explain the extent of poverty in Australia.
There does not appear a large underclass in this country in which poverty becomes self-
reinforcing as people adapt to a life of poverty. Nevertheless, a substantial and growing
number of people of workforce age rely on social security for long periods of time. The
failure of the labour market to grow enough secure full-time jobs, together with a higher
incidence of limited education, work experience and disabilities in the working age
population provides part of the explanation. Many people have been left behind by
structural changes in the economy, and thus excluded from secure employment for long
periods.

There is little information available to assess people’s experience of poverty over time in
the Australian context. However, analysis of patterns of receipt of various social security
payments for people of working age from 1996 to 1999 suggest that there a two groups of
recipients of roughly equal size — those who frequently move off payments and those who
remain continuously on payments for two or more years.

Many recipients of unemployment payments move off payments quickly —a common
length of spell for unemployment payments is less than three months. However, many

12 Australian Council of Social Service
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subsequently return to social security payments indicating that their prospects of obtaining
secure employment are not strong. Their chances of gaining employment also decline
sharply as they remain unemployed longer so that a person on Newstart Allowance
continuously for 12 months has on average only a 25% chance of being in employment 12
months later.

Parenting payment recipients commonly cycle in and out of payments over a number of
years, although this group has one of the best prospects of obtaining part time employment
while on benefits.

Mature age unemployed people have very limited employment prospects and generally
rely on payments until retirement. More than 95% of disability pensioners are on payments
after 2 years, with the most common duration well over three years. Broadly speaking the
extent of persistent reliance increases with age.

On the whole the causes of poverty are structural rather than related to the behaviour or
motives of poor people. This is not to argue that behavioural change is not part of the
solution. Behaviour and motivation generally follow from the circumstances in which poor
people find themselves, rather than as a driver of them.

Joblessness, low pay and insecure employment

Joblessness is a major underlying cause of poverty in Australia. Factors such as sustained
high levels of long-term unemployment, the increased regional concentration of
unemployment, increases in jobless families, and high levels of hidden unemployment
have strengthened this link over time. Unemployment rose substantially with recessions in
each of the last three decades and job growth was too weak to reduce it to previous levels
in the ensuing recoveries. This and other factors led to a sharp increase in long term
unemployment.

The length of time people are unemployed directly correlates with their likelihood of living
in poverty. At December 2002 there were 393,100 people registered for unemployment
benefits for twelve months or longer (61% of all unemployed people). This contrasts with
23% of all unemployed people registered in 1991. Of those out of work for at least a year,
the majority had been unemployed for over two and a half years.

Reducing long term joblessness requires a combination of strong jobs growth and labour
market assistance and training policies to help these disadvantaged jobseekers secure a
reasonable share of the jobs created. Yet, there is relatively little substantial help available
for jobless Australians to overcome barriers to work.

Further there is an emerging dichotomy between households and communities that are job
rich and those that are job poor. Studies have shown that unemployment is becoming more
concentrated in particular locations. While in 1976 employment levels were similar across
suburbs, by 1991 employment levels in high socio economic status suburbs had remained
virtually unchanged while low socioeconomic suburbs had experienced a major decline of
38% less employments,

The fundamental cause of higher unemployment and joblessness over the past decade is
the failure of the labour market to deliver sufficient full-time jobs. The reasons for
Australia’s failure to convert solid economic growth into strong jobs growth in the 90s

8 Gregory and Hunter (1995)
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include: the down sizing of large private and public enterprises; sluggish growth in
intensive employment services; and more rapid growth in wages.

A worrying trend in the Australian labour market is the poor growth in full-time secure
jobs. Over the past ten years all of the net increase in jobs was in part-time or less secure
employment®. Over the same period the proportion in casual jobs rose from 19% to 27%,
especially in manual occupations. A key outcome is the rationing of full-time secure jobs to
those who have higher skills and strong employment records, further limiting the
prospects of young people attempting to enter the labour market for the first time, parents
seeking employment after periods of caring, and low skilled blue collar men. A related
problem is the churning in and out of low paid casual work over prolonged periods.

An increase in the number of people in work who are also living in poverty is also of deep
concern. Recent data shows that there are now 365,000 Australians living in working poor
households.

International evidence shows that countries with the highest incidence of low pay usually
also had high levels of child poverty. Australia has relatively high minimum wage rates by
OECD standards and this has no doubt prevented higher levels of child poverty, such as
that experienced in the US. However, the minimum wage level has now fallen to just 50 %
of average earnings, a drop of 15% since 1983. In this context it is critical to maintain
sufficient minimum wages levels that, combined with family payments, help to avoid
income poverty.

Education and skills development

Educational attainment is a key predictor of unemployment and, subsequently of the risk
of living in poverty. People who have not completed secondary school have an
unemployment rate of 11.3% compared with 3% of people with a bachelor degree. On
average, completing year 12 or equivalent raises people’s earnings by around 10%, and
tertiary qualifications boost earnings by 40%.

The factors that lead to higher educational levels are the same factors that mean it is more
likely that a person becomes unemployed or lives in poverty — the socio-economic
background of the other students at a school, and the financial and educational level of the
student’s parents. Compared with other children, those from low socio-economic status
families have lower levels of literacy, numeracy and comprehension, lower levels of school
retention, are more likely to have difficulties with their studies and have less successful
school to work transitions. In today’s changing labour market people with limited formal
education and vocational training are disadvantaged. This is especially so for low skilled
manual workers.

Social security entitlements

Australia’s social security system is a last line of defence against poverty. It provides a
regular source of income for those who have none of their own. It is simply not realistic to
expect that poverty will be eliminated by getting poor people into jobs. Job creation would
need to be much stronger than that of the past thirty years. Moreover, for many people
with disabilities and those involved in caring responsibilities or experiencing episodes of
chronic ill health, full time employment is not appropriate. This underscores the

9 Borland et al (2001)
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importance of an adequate safety net to protect jobless people and those with low or
insecure earnings.

In Australia substantial progress has been made in reducing poverty through
improvements to social security payments, in particular:

» the benchmarking of pensions to 25% of male average total earnings;

« the benchmarking of family payments for low income families with children to a
proportion of the pension rate; and

» the boosting the real value of child payments for sole parents and other single
income families in the late 1990s.

Howvever, social security payments for many households are significantly lower than
Australian income poverty benchmarks. The worst affected by these payment anomalies
are single unemployed people, young unemployed people and students. In this sense, the
Australian social security system is poorly targeted in terms of reducing poverty, as those
facing the highest risks of poverty are the very groups who receive the lowest payments.

Other major concerns are that:
« some payments are too low to cover basic costs of living;
« gaps in entitlement have been constructed to exclude some groups from support;
« people who take unpaid work often receive little reward;

- compliance requirements, penalties and debts remain very harsh and directly
contribute to the incidence of poverty.

Unfairness in social security system

It is easy to see the unfairness and inbuilt disincentives, for instance, in moving
off a pension to Newstart and then on to education when:

— Asingle disability pensioner receives $220.15 pw, plus Rent Assistance,
additional health and other concessions, no activity/compliance tests,
more liberal income and assets tests, and a payment indexed to male total
average weekly earnings.

— Asingle adult unemployed person receives $190.05 pw, plus Rent
Assistance, with compulsory activity tests, harsher income and assets
tests, and less concessions, and a payment indexed to CPI.

— Anadult student (over 25) on AUSTUDY receives $155.05 pw, but
receives no Rent Assistance, and few concessions. A 16-24 year old Youth
Allowance recipient living away from home receives the same amount
plus Rent Assistance.

In addition to the disparity between these payment levels, there is also inadequate
recognition of the extra costs facing some groups (for example people with disabilities) or
associated with particular activities (transport, educational materials). This is particularly
severe in cases of:

Australian Council of Social Service
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« family and youth payments that fail to match the minimum costs of raising
teenagers;

« family payments that fail to match the extra costs of child care;
« rent assistance that fails to deliver affordable housing outcomes.

The system of non-payment periods and penalties further adds to the risk of poverty.
Newly arrived migrants, for example, are subject to a two year waiting period for most
social security payments, including special benefit payment.

The application of breach penalties for non compliance with a range of activity and
administrative requirements, pushes many Australians deeper into poverty, by docking
recipients on average between $890 and $1185 dollars for 26 weeks.10 Sustained work to
highlight the unfairness of this has resulted in a number of changes to bring down the rate
of breaching and a recent concession to reduce the duration of first breach penalties from
26 to eight weeks upon compliance. Despite this the number of people affected and the
extent of the penalties remain far beyond what is in the interest of either the public or
jobseekers, further limiting their economic and social participation.

Finally, current income tests in some cases generate significant ‘poverty traps’, creating real
disincentives for entering, re-entering or increasing attachment to the labour market. In
particular:

«  The Allowance income test is withdrawn at 50c in the dollar of fortnightly earnings
between $62 and $142, and 70 cents in the dollar for earnings above this. Combined
with a 20% tax rate this results in extremely high marginal tax rates.

«  Where families with more than one child attract Family Tax Benefit, Youth
Allowance and/or Child Care benefit, the income tests ‘stack’ up (together with tax)
subtracting to 60-100 cents from every additional dollar earned.

Family form

Many public institutions in Australia developed at a point in history when the single
income, two parent family was by far the dominant form. This has influenced key features
of the industrial relations system, the social security system, housing and community
services. Not all of these institutions have sufficiently adapted to changing needs, work and
life patterns over time, especially the higher rates of separation and divorce and the
increased workforce participation of women.

As has been noted, the risk of poverty is generally higher for single people than for married
couples. Australia also has a relatively high proportion of sole parent families at risk of
poverty due to social security relativities that, in contrast with overseas systems, strongly
favour couples with children relative to sole parents, and the relatively high rate of
joblessness among sole parents. Further education and training are key factors in
overcoming the employment barriers for this group, borne out by the fact that that sole
parents show greater interest in and benefit more from such assistance than other groups of
jobless people. It is not the fact of sole parenthood per se that leads to poverty — it is
joblessness, low social security payments and low pay that are the key determinants.

10 For first and second activity test breaches
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Il health and disability

While the relationship between socio-economic status and health in modern societies is
complex, epidemiological evidence suggests that the direction of causation from
unemployment to illness is greater than the reverse. The relationship between socio-
economic status and health status is most saliently demonstrated by the gap in health
outcomes between Aboriginal and Torres Strait Islander people and the general
population. People in poverty commonly suffer increased levels of physical and mental
iliness. The high stress associated with living in poverty can also contribute to dangerous
and costly lifestyle trends such as smoking, substance abuse, or poor diet. Higher levels of
serous ill health are likely to be found in working aged unemployed people (42%) and
working poor people (24%) than the non working poor.

Poverty is particularly high among people with a disability, who have both a lower
participation rate in the workforce and a higher unemployment rate when they are in the
workforce. In large part this reflects an unwillingness of society to recognise that different
capacity does not necessarily mean reduced capacity. In addition to being excluded from
the earning of adequate income, people with disabilities often have higher costs of
medication, equipment or aids, appropriate housing, transport and personal care and other
services. Consequently working age people with disabilities have markedly lower incomes
than those without a disability. Some 70% of those with profound restrictions and 56% of
those with severe restrictions have incomes in the lowest two income quintiles.

Inadequate housing

Access to adequate housing plays a critical role in determining whether or not people live
in poverty. Housing impacts on people’s ability to participate in employment, education
and training and the maintenance of health and well being. Although Australia is well
housed in general, a growing housing affordability problem has emerged especially for
people on low incomes. At the same time, between 1984 and 1995 per capita levels of
spending on social housing via the Commonwealth State Housing Agreement decreased by
25%. Further, house price inflation has decreased access to home ownership and affordable
rental options, the latter of which declined by 28% for low income people. An additional
problem is that Commonwealth Rent Assistance is relatively ineffective in providing
housing affordability for people in the major housing and employment markets.

There has also been a rapid rise in homelessness over the last decade with up to 105,000
homeless people on any given night in 2000, which is in part related to the lack of
affordable housing options.

Poor access to services or living in a severely disadvantaged community

Access to affordable community services is an important poverty prevention strategy. The
ability of a sole parent to access child care, for example, can make the difference between
getting and keeping a job. Similarly, access to personal care and transport for a person with
a disability can make all the difference to their employment prospects. In these kind of
circumstances the service becomes an additional resource without which capacity would be
significantly diminished.

In this way community services moderate existing inequalities which would otherwise
prevent people from participating in economic and social life. The level of unmet need for
such services is constantly demonstrated, despite a lack of systematic and comprehensive
analysis across a range of needs. The annual ACOSS survey — Australians Living on the
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Edge, showed in 2002 a 12% increase in the number of people assisted by community
agencies, and a 19% increase in the numbers of people seeking but not receiving a service.
More specific needs data is available in areas like disability, child care, and aged care
where large gaps in supply exist.

The experience of poverty is also closely connected to where people live and the resources
which are collectively available to the people who live there. Moreover the relationship
between poverty and place is primarily a function of the distribution of jobs within regions,
the relationship this has to government intervention in welfare and other distributional
policies, the demographic profile of populations and households, and the impact of the
housing market.

In this way any strategy to address poverty and disadvantage and to develop the capacities
of communities must first and foremost focus on the structural barriers and policies that
interact to cause and entrench poverty.

Recommendations

R1. A national commitment to reduce poverty

Governments should commit to reduce poverty over a fixed timeframe. At the least the overall level
of poverty should be reduced by a quarter, and the level of child poverty halved, over a 10 year
period. This commitment should be made by all major political parties represented in the Parliament.

This requires the adoption of:
— awidely understood and accepted definition of poverty

— amethod to measure progress in the achievement of this commitment, in
consultation with experts and the community (see Chapter 3 for a suggested
measurement framework);

—  benchmarks and targets (national, local, group specific) for the achievement of
substantial improvements in a range of social indicators that describe the causes and
dimensions of poverty, including in relation to: overall levels of unemployment and
involuntary joblessness; long term unemployment; income adequacy; educational
attainment; health outcomes (especially Indigenous health); housing affordability;
Indigenous wellbeing; and access to essential community services.

R2. Development of a national anti-poverty strategy

A comprehensive anti-poverty strategy should be established at national Government level in
collaboration with the State Governments through the Councils of Australian Governments, to drive
the above commitment to reduce poverty. The strategy should be developed over a 12 month period of
consultation, including a national anti-poverty summit. The development of the strategy should be
supported by a comprehensive program of independent research, and involve a commitment to
regular collection and analysis of relevant data, and resources to support the relevant infrastructure
needs to enable this.

R.3 Implementation structures to reduce poverty

An Anti-poverty Commission should be established to oversee the development and monitoring of
the national anti- poverty strategy. An advisory Council should support the work of the Commission
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with membership drawn from peak business and trade union councils, community service agencies,
federal, state and local government, and key experts. The Commission should regularly report to
Parliament on progress against the strategy. Policy units with central government and line
departments (State and Federal) should be established to coordinate government activity to address
poverty, and assess the impact of programs and policies on poverty reduction.

R.4 Converting economic growth into more jobs

Jobs growth should be achieved by: addressing shortfalls in publicly funded community services
(mainly health, education and social welfare services); developing an investment strategy to repair
the natural environment; restraining growth in incomes in an equitable way; and reducing excessive
working time in return for higher productivity.

R.5 Avoiding and easing the effects of recessions

Improving national public infrastructure planning and developing a "'ready shelf" of projects to
activate in recessions; introducing paid employment experience programs for long-term unemployed
people and expanding them during recessions; boosting the incomes of the poorest Australians
during recessions; tightening the Federal Budget during economic booms; avoiding high interest
rates; and fostering innovation and industry development to raise the speed limits to growth.

R.6 Reducing unemployment in jobs poor regions

National minimum standards for access to essential community services should be set; national
public infrastructure development programs targeted to disadvantaged regions; local employment
and social development initiatives supported; expansion of labour-intensive private sector services in
regional centres encouraged; and improvements made to housing, transport and mobility assistance
in disadvantaged regions.

R.7 Guaranteed support for long-term unemployed people

An Employment Assistance Guarantee should be introduced and targeted towards long-term
unemployed (or at risk) job seekers who have not got an outcome within three months of undertaking
Customised Assistance. A Guarantee would provide incentives for Job Network providers to spend
more on appropriate training and on wage subsidies, and provide job seekers with the real help that
they need. The costs would be met in equal part by the provider and the Government.

R.8 Transitional jobs scheme for the very long-term unemployed

People who have been unemployed for over two years would be provided with six months
employment at a training wage, and with significant wage subsidies, in the not for profit and public
sectors. Wage subsidies would be mostly funded through the savings made through non-payment of
income support.

R.9 Defining and setting an adequate basic wage

The Australian Industrial Relations Commission should establish a new minimum wage benchmark
based on a wage level that enables a single fulltime worker to live in ‘modest comfort” and to
participate in contemporary society. This should be set well above the poverty income level for a
single adult.
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R.10 Early childhood education

Commonwealth and State governments should work together to commit to the provision of a
minimum level of early childhood education to be available to all children at least one year prior to
starting school. This service must be integrated with the provision of childcare and contain links
with primary schools. Expanded services to include three-year-olds should be available in
disadvantaged regions.

R.11 Improving school completion rates

The Commonwealth and State Governments should work together to meet targets for higher year 12
or its equivalent completion rates.!!

R.12 Transitional School to Work Support Scheme

A comprehensive transitional support scheme for young people in secondary schools should be
introduced. This might take various forms including case management and personal support,
mentoring, peer support and post-school follow up. It could be complemented by widespread
implementation of the Jobs Pathway Program.

R.13 Improving access to higher education

Greater participation in further education should be fostered through ensuring that TAFE and
university are equally accessible for young people from disadvantaged backgrounds. This will
require addressing economic, social, academic, regional and motivational barriers.

R.14 Education for Indigenous Australians

Indigenous young people face the greatest barriers to education participation and achievement.
Targets should be set to improve outcomes in Indigenous education. Whole of government and
whole of community strategies need to be developed that draw on previous examples of successful
outcomes in Indigenous education. Further, ABSTUDY should receive additional funding to ensure
that eligible people are provided with the full range of supports to which they are entitled. It should
be the subject of a review involving participation by Indigenous communities and organisations.

R.15 Transitional skills based education and training

A system should be developed to provide skills based education and training opportunities
specifically for people facing key transitions in their labour market participation. Such a system
would enable people facing a labour force transition (such as retrenchment, carers re-entering the
labour market, potential retirees and others who are wanting to return to work) to gain skills in a
field that will lead to employment rather than face long-term joblessness.

R.16 Remove anomalies in core income support payments for adults

Progressively increase allowances up to the level of the pension and indexed to 25% of MTAWE.

R.17 Reduce child poverty by improving child and youth payments

Child and youth payments should be adequate to meet the minimum direct costs of raising a child in
order to prevent child poverty.

11 National Goals for Schooling strategies.
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As afirst step:

—  payments should be increased to properly reflect the rise in the cost of children as they
grow older;

— asupplement should be introduced to recognise the extra cost of raising a child alone
or in two households.

R.18 Meeting participation costs

The Government should introduce and improve supplementary payments, to properly recognise the
extra costs associated with housing, job search, disability, education and employment.

R.19 Repairing holes in the safety net
The breach penalty system should be further reformed by:

- implementing recommendations from the Pearce Report in full. In particular,
penalties should be fully recoverable if a jobseeker takes ‘reasonable steps’ to comply
with reasonable requirements not later than four weeks after imposition of a breach;
the duration of penalties should not exceed eight weeks; and the rate of reduction in
allowance not exceed 25% of income.

The safety net should be extended to vulnerable groups by:

- abolishing the two year migrant waiting period for Special Benefit and Youth
Allowance recipients and reducing it to six months for all other income support
recipients; allowing payment of Special Benefit to people engaged in full-time
English language or vocational study; and extending access to the Crisis Payment
to people on refugee/humanitarian visas.

R.20 Easing poverty traps
Poverty traps in the social security system should reduced by:

— easing social security income tests that result in high effective tax rates for
unemployed people with casual or part time work;

—  reducing the very high effective marginal tax rates for families caused by the
combined affect of income tests for Family Tax Benefit A, Child Care Benefit and
Youth Allowance, in cases where a family has children attracting more than one
payment, by aligning the taper rates for these three payments.

R.21 Review of Primary Health Care

Commission a public and independent review on options for the future planning, development,
funding and delivery of primary health care services with a broad focus on equity, quality and
effectiveness. This work should be undertaken in conjunction with the development of better and
more comprehensive indicators of health care access and accessibility at the national level'2 and
ongoing public investment in areas where health care need is manifest.

12 The evidence that geographical criteria are suitable for resource allocation for medical needs is quite
weak.
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R.22 Community Controlled Health Services

Governments should continue to boost resources to Aboriginal and Torres Strait Islander
community-controlled health services, and determine the allocation of these resources through a
process of consultation, consistent with Aboriginal Health Regional Plans.

R.23 Dental Health

There is an immediate need for targeted funding for those groups who are most disadvantaged by the
current system and whose dental health needs are clearly demonstrated by worse dental health
outcomes than the broader community. Particular groups include: nursing home residents,
Indigenous people, Australians living in rural and remote areas, people with a disability, people who
are homeless, people with a mental illness and people on social security benefits.

R.24 Boosting resources for mental health

Build on the momentum and frameworks established through the second National Mental Health
Plan by improving both the level of resources on the ground and the coordination of community
based resources available for primary care, prevention and support. Commonwealth leadership in
this area (including through targeted action set in the Australian Health Care Agreements) can
provide an important focal point for levering greater resources for mental health, and this should not
only be through specialised mental health services, but also through primary care and non-
government organisations.

R.25 National Housing Strategy

An overarching national housing strategy supported by increases in grant funding, rental assistance
and income support payments should be developed with the aim of ensuring all households have
access to appropriate and affordable housing, particularly low income and disadvantaged households.
This includes:

« specific strategies to achieve growth in the supply of affordable housing through both public
and private investment, rental and owned. One proposal is for a housing bond to be issued
with the funds to be distributed to State Housing Authorities or other eligible housing
providers to develop and manage housing!3;

« asubstantial increase public housing supply;

« development of housing affordability measures, including the setting of affordability
benchmarks and reviewing the efficacy of Commonwealth Rent Assistance;

« addressing discrimination issues for disadvantaged Australians, including the development
of core principles for good private rental market management and monitoring of ‘bad tenant’
databases.

R.26 Progressing the National Homelessness Strategy

As part of a three year action plan under the NHS (and as recommended by the Commonwealth
Advisory Committee on Homelessness) ensure that the CSHA can be used more flexibly to address
prevention and early intervention of homelessness for those most at risk. It is imperative that the

BACOSS is part of the Consortium with peak bodies such as the Housing Industry Association, the ACTU
and the National Community Housing Forum. September 2001, (Berry and Hall, 2001).
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Commonwealth draw on the wealth of information developed at State/Territory level through their
own homelessness strategies.

R.27 Impact statements on Indigenous outcomes

National guidelines for ensuring that programs should be implemented in a culturally appropriate
manner to enhance access and outcomes for Indigenous Australians and communities should be
developed. This should include the development of Impact Statements across portfolios that identify
specific outcome goals to be achieved within defined timeframes. These goals should be benchmarked
and regularly evaluated to ensure effectiveness.

R.28 Indigenous access to Commonwealth programs

Commonwealth funded programs, delivered by the community services sector should be resourced to
develop and implement, in full consultation with Indigenous communities, appropriate changes to
eliminate barriers for Indigenous Australians. In addition, all policies and procedures should be
reviewed to ensure they are appropriate to all people in need of services.

R.29 Dialogue for reconciliation

Indigenous organisations and communities should be invited to prepare responses to the
recommendation of the Council for Aboriginal Reconciliation that formal dialogue around a treaty or
agreement should commence. Funds should be made available to Indigenous organisations and
communities for the preparation of their responses.

R.30 Identifying causes of Indigenous disadvantage

The federal Government should invite Indigenous people to make proposals for addressing the
underlying causes of Indigenous disadvantage, including proposals for the recognition and
protection of land rights, economic empowerment and cultural/heritage protection. Funds should be
made available to Indigenous communities and organisations for this work, with specific targets and
timeframes mutually agreed for the delivery of outcomes.

R.31 Strong Indigenous organisations

Increased support to ATSIC to improve its capacity to support the development of regional
autonomy models. This should allow for investment in a capacity building program to ensure access
to skill development and training in areas such as organisational management and development,
governance, financial management and planning. Additional resources should be allocated to Native
Title Representative Bodies to enable them to more effectively fulfil their core functions. A
consultative process should be established to negotiate with the ‘stolen generations’ about the
structure and funding for an effective Reparations Tribunal.

R.32 Indigenous culture and heritage

Language retrieval and maintenance programs should be boosted and *“keeping places™ for
Indigenous Australians and communities to display for themselves, or others, items of “keeping
culture” should be established.
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R.33 Indigenous family and children’s services

To better support primary prevention and holistic family support activities, increased resources
should be directed towards, culturally appropriate community-controlled child care services, family
violence prevention and legal services for Indigenous women and youth.

R.34 Understanding community need

Australian research should be conducted that measures levels of need across the community,
establishes the evidence for effective models of service delivery to meet these needs, sets benchmarks
and targets, and evaluates performance. Funding for research and evaluation into the quality and
effectiveness of community services in Australia should be boosted, with a stronger emphasis on the
integrated effects of national, state and local programs and policies on low income people and
disadvantaged areas. A cross-sectoral, cross-jurisdictional reference committee should oversee this
work.

R.35 Disability services
This next Commonwealth State Disability Agreement should:
« ensure adequate funding to meet the new backlog of unmet need;

» include a growth factor in line with anticipated growth in the numbers of people with a
disability;4

« include mechanisms for greater transparency in relation to expenditure, service users and
outcomes; and

« contain strategies to address service and linkage gaps such as — pathways between
education, employment and community access services; movement from work to retirement
and access to aged care; and supports for people with multiple disabilities and barriers that
cross traditional program and jurisdictional boundaries.

R.36 Community care services

To meet the needs of an ageing and increasingly disabled population, it is important that HACC
funding is set at a level that enables an appropriate level of care. This should be accompanied by
adoption and implementation of the recommendations for improved resource allocation in the report:
Targeting in the Home and Community Care Program15,

R.37 Integrated children’s services

A Commonwealth/State Agreement on services for children under school entry age should be
developed with the Commonwealth’s contribution used to drive systemic change towards an
integrated and consistent system of high quality, affordable and accessible early childhood services,
including child care.

14 Estimated at 1.5% per annum for 0-64 year olds, see Australia’s Welfare 2001, AIHW.

15 National Ageing Research Institute and Bundoora Extended Care Centre (1999) Targeting in the Home and
Community Care Program (Targeting in the Home and Community Care Program, Aged and Community Care
Service Development and Evaluation Reports, July 1999-No. 37.
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R.38 Affordable child care

Research is required so that reliable benchmarks can be developed for the different types of care, and
evaluated on an ongoing basis. Research also needs to be undertaken on demand, supply, and
affordability of care at a regional level to enable effective modelling of the impact of funding and
policy changes. As a first step the Government should rate the rate of CCB to reduce the highest gap
fee.
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1. A commitment to reduce
poverty

At present Australia has no clear national objective to reduce poverty, nor a suite of
strategies to combat poverty and social exclusion.

Such a framework, underpinned by public debate and acceptance, would provide a
concrete set of broadly supported goals and policy priorities in relation to poverty
reduction. Clearly, relationships with State and Local governments will play a critical
role in the achievement of that vision.

Such frameworks now a common feature of many countries around the world.

1.1 Anti-poverty strategies: the European experience

In 1999 the British Government has made a commitment to:
eliminate child poverty within a generation.16

The Government is developing benchmarks and indicators to monitor progress in the
achievement of its anti-poverty objective and has established Government bodies and
consultative mechanisms that are tasked with developing policy to that end.1? Specific
strategies for different groups have been identified, including:

« Investing in the crucial early years and education to break the cycle of deprivation;
« Building a proactive welfare system which helps people into work;

« Tackling the problems of low income and social exclusion among pensioners; and
« Ensuring core public services address the special needs of deprived areas.

The strategies are supported by ‘policy milestones’, e.g. to reduce child poverty by a half in
ten years and by a quarter over five years, and establish 500 Sure Start programmes to
support young children by 2004. These are coordinated within central government, and
also linked to local government policies and priorities.

16 United Kingdom. Department of Social Security 1999, Opportunity for all.
17 For example, the Social Exclusion Unit within the Cabinet Office.
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UK Anti-Poverty Policy — examples of key programmes and targets

Sure Start: Integrated services for families with young children (home visiting,
expanded day care, health education, other services).

Education Action Zones: Additional resources for schools in deprived areas, to
encourage local partnerships.

ONE: A single gateway providing advice on work, benefits and childcare to
people of working age.

New Deal for 18-24 year olds: Benefits conditional on taking up training,
working in the voluntary sector or with an Environmental Task Force.

Working Families’ Tax Credit: Guarantees a minimum income for families in
work.

Pensioners’ Minimum Income Guarantee: A means-tested benefit to underpin
the income of elderly people.

National targets include the commitment to eliminate child poverty within
twenty years, and a series of target-group or sector-specific targets, for
example:

— toimprove educational attainment (85% of 14-year olds to reach the
required standard in English, maths and IT by 2007)

—  reduce crime (burglary down by 25%)
— improve housing (sub-standard houses reduced by 30%).

For individual ministries, targets are embodied in Public Service Agreements.
These provide the basis for budget settlements through a Comprehensive
Spending Review process, which sets spending in a three-year framework.

In the European Union the adoption of the concept of social exclusion has led to progress in
the development of Europe wide and country specific action plans. In this context, poverty

and social exclusion are seen to take multidimensional forms which require the application

of a wide range of policies under a general strategy.

Specific objectives relating to fighting against poverty and social exclusion, supported by
an open method of coordination, were agreed at the European Council in December 2000.
Each member country is encouraged to develop National Action Plans in the areas of social
exclusion and employment.

Within the European Union, social indicators are seen as important tools for progressing
anti-poverty objectives and for evaluating the social and economic development (or lack of
it), and are the basic building blocks of anti-poverty action plans. Increasingly nation states
have sought to also look for measures of regional wellbeing and which take into account
decentralised governance models (such as state and local government).
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Broadly the EU indicator framework seeks to deliver information on:

Levels of poverty;

Labour market disadvantage;
Poor health;

Deprivation;

Educational qualification levels;
Poor housing, homelessness;
Iliteracy;

Numeracy;

Precariousness;

Incapacity to participate.

At the Stockholm Summit in March 2001, the Commission’s Synthesis Report presented
initial data on indicators building on 200 structural indicators. Seven key indicators were
proposed for adoption across the EU:

distribution of income (ratio of share of top 20% to share of bottom 20%);

share of population below poverty line before and after social transfers (defined as
60% of national median equivalised income);

persistence of poverty (share of population below poverty line for three consecutive
years);

proportion of jobless households;
regional disparities (coefficient of variation of regional unemployment rates);

low education (proportion 18-24 not in education or training and have only lower
secondary education);

long term unemployment rate.

Further indicators are also being considered in the areas of housing, health, information
and communications, mobility, security and justice, leisure and culture.

National action plans for various member states have also suggested additional or refined
indicators (see Ireland’s plan in the Box below).
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Ireland’s anti-poverty strategy
National Anti Poverty Strategy (overseen by the Combat Poverty Agency) on:
— Understanding the causes of poverty and social exclusion
—  An explicit definition of poverty

— A global poverty reduction target and five sub targets in the areas of
educational disadvantage, unemployment, adequacy of social transfers,
disadvantaged urban areas and rural poverty.

The global target relates both to the numbers below relative income poverty lines
and experience of basic deprivation (access to necessities measured by a set on
non-monetary deprivation indicators) including:

—  Going without a substantial meal all day
— Not being able to afford adequate heating
— Having to buy second hand clothes

—  Not being able to afford an overcoat.

This emphasises the need to address consistent poverty and recognise that a
person’s access to resources and experiences impact on their access to the labour
market.

Since 1994 while Ireland experienced dramatic economic and employment growth,
relative levels of poverty did not decline. However, using the combination of
relative poverty and deprivation measures shows a decline in poverty.

In addition to the standard indicators set by the Commission other indicators
employed include:

—  Financial: measure of consistent poverty; decile share ratio

—  Education: number without basic qualifications; early school leaving; training
qualifications

—  Employment: youth unemployment, youth inactivity, percent of employees
below poverty line, children in jobless households without basic
qualifications, access to training, tenure of employment

—  Health: concentration of premature deaths, cancer deaths, health access for
different groups, low birth weight, variations in life expectancy across groups,
infant mortality levels across groups, variations in cardiovascular disease,
mental health levels

—  Housing: homelessness, availability of affordable housing, housing standards.

—  Social Participation: literacy and numeracy levels, access to services, public
transport, participation in community groups, integration of public services;
crime levels
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1. A Commitment to Reduce Poverty

Many European Union countries have targeted policy geographically, based on a set of
assumptions about the location of exclusion. Poverty rates differ across regions. Lower
educational qualifications are a feature of some localities. In addition, a locality itself might
have particular characteristics (rather than the people in them) that tell us something about
the well being of the people living there — like crime rates, environmental degradation, or
poor transport. In this way deprivation units can be constructed at a local unit level. Local
area data (such as in relation to crime, unemployment or drug taking) as well as general
household data is required to do this effectively.

1.2 A strategy to reduce poverty

Governments have an important role to play in drawing attention to poverty and
disadvantage, taking action to reduce it and monitoring progress to address it. Progress is
much more likely to be made when governments make commitments that are tied to
benchmarks. If Australia is serious about tackling poverty and making sustainable
improvements in living standards and opportunities for all, a comprehensive national
strategy is needed.

At present there is minimal government commitment to understanding, profiling and
monitoring poverty and disadvantage in any strategic or comprehensive way. As a result
investment in data collection and analysis is haphazard, irregular and underdeveloped and
has limited connection to policy development and goal setting for the nation.

Recommendation:

R1. A national commitment to reduce poverty

Governments should commit to reduce poverty over a fixed timeframe. At the least, the overall level
of poverty should be reduced by a quarter, and the level of child poverty halved, over a 10 year
period. This commitment should be made by all major political parties represented in the Parliament.

This requires the adoption of:
— awidely understood and accepted definition of poverty

— amethod to measure progress in the achievement of this commitment, in
consultation with experts and the community (see Chapter 3 for a suggested
measurement framework);

—  benchmarks and targets (national, local, group specific) for the achievement of
substantial improvements in a range of social indicators that describe the causes and
dimensions of poverty, including in relation to: overall levels of unemployment and
involuntary joblessness; long term unemployment; income adequacy; educational
attainment; health outcomes (especially Indigenous health); housing affordability;
Indigenous wellbeing; and access to essential community services.

R2. Development of a national anti-poverty strategy

A comprehensive anti-poverty strategy should be established at national Government level in
collaboration with the State Governments through the Councils of Australian Governments, to drive
the above commitment to reduce poverty. The strategy should be developed over a 12 month period of
consultation, including a national anti-poverty summit. The development of the strategy should be
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supported by a comprehensive program of independent research, and involve a commitment to
regular collection and analysis of relevant data, and resources to support the relevant infrastructure
needs to enable this.

1.3 Structures to support anti-poverty strategies

Many countries have related internal structures, research programs and consultative
mechanismes specifically concerned with poverty and social exclusion. Ireland, for example,
has an anti poverty strategy, responsibility for which sits with the Combat Poverty Agency.
The UK has a Social Exclusion Unit within the Cabinet office, supported by research and
analysis conducted through the Centre for Economic and Social Exclusion. National
councils on social and economic policy issues that provide advice and reports to
government, such as the SER in the Netherlands and the National Economic and Social
Council in Ireland are examples of mechanisms established to aid effective
implementation and build community support.

The Australian Collaboration, in its 2001 report — Where are we going — pointed to the
deficit in social indicators in particular and recommended regular, comprehensive and
independent national reporting of trends in human wellbeing, environment and
economy, a set of composite indicators to provide continuous measurement of
Australia’s progress, and the introduction of comparable reporting at State and
Territory levels. The Collaboration suggests a national office for the state of human
wellbeing as part of that process.

Setting the right parameters, standards, indicators and measurement structures in the
Australian context requires an ongoing engagement with all the relevant communities of
interest — including politicians, academics, social commentators, the non-government
sector, and the general public. Taking this approach will also ensure community support is
brought in behind the development and implementation of a social progress framework.

Recommendation:

R.3 Implementation structures to reduce poverty

An Anti-poverty Commission should be established to oversee the development and monitoring of
the national anti- poverty strategy. An advisory Council should support the work of the Commission
with membership drawn from peak business and trade union councils, community service agencies,
federal, state and local government, and key experts. The Commission should regularly report to
Parliament on progress against the strategy. Policy units with central government and line
departments (State and Federal) should be established to coordinate government activity to address
poverty, and assess the impact of programs and policies on poverty reduction.
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2. What Is poverty?

The "image" of poverty in Australia is out of date with many Australians having only a
fuzzy understanding of what poverty means in this country — in contrast to television
images of poverty overseas.

There has been more recent public discussion about the "burden” of tax on high income-
earners than the problem of poverty. Indeed, the main debate over poverty at present is
about how it is defined and measured, not about what should be done to reduce it.

In this chapter, we present data which shows, by a number of different measures, that there
remains a high level of poverty in Australia and that there is also worsening inequality. We
discuss possible reasons why public concern about poverty appears to have diminished
and argue for a new understanding of poverty that takes account of the complexity of
people's actual living standards, without losing the core idea of poverty as a lack of
resources to secure the necessities of life.

It is only by redefining and updating our understanding of poverty in contemporary
Australia that we can properly prevent the hardship faced on a daily basis by millions of
Australians from fading into the background.

2.1 Understanding poverty in Australia

In many ways, we are in a similar position to the late 1960s in terms of the community's
understanding of poverty. Then, on the heels of two decades of strong economic growth,
with unemployment at less than 2%, and an explosion of spending on new houses and
consumer goods, many Australians thought that poverty had been vanquished.

This mood of complacency was shaken in 1970 when Professor Henderson and colleagues
of the Melbourne Institute completed a study of the living conditions of low-income people
in Melbourne.!8 This study did not reveal that low income Australians were significantly
deprived of food and shelter, but it did show that their physical living standards — of diet,
shelter and health — were precariously balanced and well behind the rest of the
community. Low income Australians did go without food from time to time, they often
lived in sub-standard accommodation, and their energies were dissipated in a struggle to
get by from one bill to the next.

Had it been confined to a series of case studies and anecdotes about personal hardship the
study would have had little ongoing impact. However, Henderson and his colleagues went
a step further. Theirs was the first attempt to measure poverty in Australia, and to pin-
point the groups in the population most at risk. To do so, they developed a poverty line
using the Basic Wage, an income benchmark set by the Industrial Relations Commission in
1906, as the minimum required to support a couple and two children based on the "normal
needs of a human being living in a civilised community". Data on family incomes could
then be used to estimate the proportion of Australians at risk of poverty and which groups

18 Henderson et al (1970)
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were most affected. By the time of Henderson, the Basic Wage benchmark was considered
to be an extremely austere measure, as this was no longer used in practice, and in no way
constituted an equivalent basic wage for a family living in the 1960s. Using this measure
Henderson estimated that between 4% and 7% of Melbourne households lived in poverty -
mainly older people, sole parent families, large families, new migrants, and people with a
chronic illness or disability. A subsequent national study using the same method found
that 12.5% of households lived in poverty.

This approach to measuring poverty sharpened both the political will to fight poverty, and
the policy tools required for the task. For the first time, the effectiveness of public policies
aimed at reducing poverty could be measured over time, and the groups in the population
most at risk could be targeted for assistance. In the wake of growing public concern about
the "rediscovery of poverty"”, the Federal Government commissioned Professor Henderson
to conduct a National Inquiry into Poverty, which reported in 1976.

Thirty years after the National Poverty Inquiry, concern about poverty has again been
overtaken by complacency and confusion, despite evidence to suggest that poverty is now
more widespread, against a backdrop of deeply entrenched social divisions.

Toillustrate, the proportion of Australian living in income poverty (living below an
income-based poverty line) rose from 12.5% in 1973 to 16.7% in 1996, according to a study
by King that used the same methodology adopted by Henderson.1® Income based poverty
studies are not the only evidence that poverty has increased:

«  More than 6% of the labour force is unemployed, compared with less than 2% in the
early 1970s. When "hidden unemployed" people and those only able to secure a job
for less than two days a week are added, the unemployment rate doubles. Both
hidden unemployment and underemployment appear to have grown significantly
since the 1970s. The number of long-term recipients of unemployment payments
has risen from negligible levels in the early 1970s to around 380,000 people in
2003.20

«  47.5% of income units comprise single adults and 5.6% are sole parent families, both
groups known to have a relatively high risk of poverty. These proportions have
significantly increased over the past 30 years from 32.2% and 3.6% respectively.2

« 15% of children lived in jobless households in 1999 (860,000 children)?2z, a statistic
that would have been inconceivable in the 1970s. The proportion of families with no
parent employed rose from 11.2% in 1979 to 16.8% in 1995.23

« These and other factors have contributed to a greater concentration of people with
very low incomes within the same households and a greater reliance on social
security payments among people of workforce age. In 2000, 23% of people of
workforce age relied on social security payments for more than 90% of their income,
compared with 16% in 1981.24¢ The amounts these recipients must live on are

19 King (1998)

20 ABS, Labour Force, Employment and Underemployment, Underemployed workers, Persons not in the
labour force, various years. Whiteford, op cit, FACS Labour market payments.

21 ABS (2001) Income distribution Australia, King (1998), Henderson R (1975).

22 Dawkins et al (2002)

23 Dawkins et al (2001), Gregory & Sheehan (1998), The collapse of full employment, in Nieuwenhuysen
(1998), Australian poverty then and now, Melbourne University Press.

24 Department of Family and Community Services (2000),. Whiteford P (1999)
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parsimonious by any standard. For example, the maximum single adult rate of
Newstart Allowance is approximately $190 per week plus $45 in Rent Assistance.

«  Community agencies report that homelessness has become progressively more
widespread. At the time of the 1996 census, it was estimated that up to 105,000
people were homeless in this country.2

« For most households, weekly housing costs consume a significant proportion of
gross weekly income. In 2000 housing costs represented 18% of gross weekly
income for tenants of State Housing Authorities; 20% of gross weekly income
for tenants renting privately; and 17% of gross weekly income for owners with a
mortgage.26

Over the past 30 years, income inequality also increased, especially at the top and bottom
ends of the income range:

« In 1968, the bottom 10% of all families had gross incomes below 40% of the median
(middle) family income. By 1999, this had fallen to 33%. By contrast, in 1996 the top
10% all had gross incomes at least 91% higher than median family income, rising to
114% in 1999.27

Under these circumstances, we would expect to find that poverty has increased as the data
suggests.

On the other hand, over the past 30 years Governments have strengthened their efforts to
prevent and reduce poverty, in at least three ways:

«  First, income support for low income households was improved in the 1970s for
adults and since the late 1980s for children:

As a result of the benchmarking of pensions to 25% of male total average earnings in the
early 1970s (and on and off since then), between 1973 and 1996 pension rates for single
people rose from 80% to 93% of the Henderson Poverty Line and from 98% to 109% for
couples.28 This is a major reason that older people have a much lower risk of income
poverty now than in the early 1970s (from 7.5% down to 4.6%).

The 1988 "child poverty package", the centrepiece of which was increases in family
payments for low-income families, was estimated to reduce child poverty by one third.2°
However, the majority of payments were heavily eroded by inflation in the late 1970s and
there have since been real declines in social security payments for young people in
particular since the early 1980s.

« Second, the range of publicly subsidised human services has expanded
substantially, reducing the cost of living for many people on low incomes.

These services include Medicare, subsidised child care services, aged care facilities, public
transport in urban areas, and social housing assistance. Those "social wage" outlays

25 Chamberlain C (1999)

26 ABS, Survey of Income and Housing Costs, 1999-2000, in Year Book Australia 2003, Housing costs and
Income.

27 Saunders (2001)

28 King, op cit.

29 Brownlee & King, op cit.

Australian Council of Social Service 35



The Bare Necessities

measured by the ABS increased from to 18.7% of average disposable income in 1984 to
21.3% in 1998.30

« Third, services designed to prevent poverty by improving the formal education and
training of young people and the job prospects of unemployed people have been
expanded.

Developments in the labour market and trends in family formation and breakdown have
generated a higher risk of poverty. The long-term outcome was an increase in income
poverty, with much of the damage having been done in the late 1970s and early 1980s as
unemployment ratcheted upwards.

Despite these developments public concern about poverty appears to have diminished.
There are at least three possible reasons.

First, the overall living standards of the community has risen substantially. Presumably,
poorer Australians shared in at least some of these improvements, even as prosperity left
more people behind in its wake.

Household disposable income per person increased by more than one third between 1973
and 2001 .31 This conjunction of rising absolute living standards and declining relative
living standards for those at the bottom has sharpened the old debate over whether
poverty is an absolute or relative condition and which of these we should be concerned
about.

Regardless of the answer to this question, the broader community takes some time to
adjust its understanding of poverty as living standards rise. Yesterday's luxuries — such as
an inside toilet and a telephone — may become today's necessities, but it this is often not
publicly accepted until the vast majority of people share such expectations. Further,
Australians' image of poverty is also influenced by media stories about poverty in
developing countries, where general living standards are much lower. This reinforces the
perception that instances of poverty in a country such as Australia are "mild", and confined
to a small proportion of the population.

Second, it is likely that Australians of high and low income backgrounds come into less
direct contact with each other than in the past.

This means that poverty is often out of sight and out of mind for an increasing number of
"comfortably off" Australians, including many policy and opinion-makers. Even when they
do come into contact it is not at the level of shared experience —for example, encountering
the representations of homeless people living on the streets may be dismissed as a small
outlying segment of the community.

The available evidence suggests (see box below) that low, middle and high-income
households are increasingly concentrated in their own separate localities. The prohibitive
cost of home purchase in major cities (and private rent in inner city areas) for low-income
households, has contributed to the spatial concentration of job opportunities, and the
concentration of the lowest income households in large social housing estates.

30 ABS (2001), Government benefits, taxes and household income.
31 Melbourne Institute (2003).
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Rich and poor: never the twain shall meet

Gregory and Hunter's 1995 research pointed to a growing gap between high
and low income localities. 32

In 1976, the bottom 5 of localities ranked by income earned 60.4% of the income
of the top 5%. By 1991 this had fallen dramatically to 37.9%. One reason for this
was the general increase in income inequality across Australia. Another major
reason identified was the concentration of low incomes and joblessness in low-
income localities.

In 1976, the proportion of all men who were employed in urban areas was a
uniform 75% across low, middle and high-income areas. Similarly, the
proportion of women was consistently about 40%. By 1996, the proportion of
men employed in the bottom 5% of localities had fallen to less than 45%,
compared with 60% for the highest income areas. For women, the proportion
had fallen to less than 30% for the lowest income areas compared to an increase
to almost 50% in the highest income areas. It is likely that these social divisions
would be even more pronounced if non-metropolitan areas were included.

Reinforcing this trend is the steady movement of children and young people from middle
income families out of the universal public high school system and into the private system.
This further reduces social contact between the prosperous, those who live in modest
comfort, and those who live in poverty.

If it is true that poor people are now more physically and socially isolated from the rest of
the community, this has important implications. The "general community's" understanding
of the living conditions of those at the bottom end is based less on direct experience and
more on media images (mainly dealing with poverty in developing economies) and public
policy debate.

Third, the focus of social policy has shifted from the social costs of financial disadvantage
towards concern about its costs to the taxpayer.

Instead of debating what should be done to reduce poverty and hardship in Australia,
policy makers and opinion leaders have been caught up in a debate over what should be
done to reduce "welfare dependency”. Of course, to a large extent the answers to these
guestions are the same. Well designed "welfare to work" policies have an important role to
play in reducing poverty. For this reason, ACOSS welcomed the policy directions outlined
in the report of the Reference Group on Welfare Reform.33 Nevertheless, the very language
used in the "dependency" debate deflects public concern from the wider social costs of
poverty and joblessness towards the cost to themselves in higher taxes.

The present Senate inquiry is a welcome opportunity to direct the spotlight towards
poverty and its effects on people, and in the process to renew our understanding of the
meaning and extent of contemporary Australian poverty and how best to reduce it.

32 Gregory & Hunter (1995).
33 McClure, P (chair) 2000.
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A clearer understanding, or sharper of poverty and those affected by it is a vital first step.
What does poverty mean in an affluent society with steadily rising living standards? The
next section explores the nature of poverty and our understanding of it.

The case for a fresh approach to defining and measuring poverty based on direct evidence
of deprivation and exclusion rather than an uncritical reliance on low income alone as a
"proxy" for hardship is made below. As the major means of securing a standard of living in
market based economies, income will always occupy a central place in poverty research.
However, income and other poverty measures must be grounded in the actual living
conditions of poor people. In the absence of comprehensive research into the dimensions of
deprivation in Australia and the connections between them, poverty research using income
based "poverty lines" however can shed light on "income poverty" or the risk of
deprivation.

2.2 Poor people lack key necessities

The social and economic deprivation that we understand as poverty has many dimensions
other than low income alone — for example an inadequate diet, an inability to meet
necessary health and education costs, very limited housing options, a severely restricted
social life, and a struggle to cope financially from one fortnight to the next. Income-based
poverty measures should be anchored in a thorough assessment of these and other
dimensions of deprivation.

One of the simplest, yet clearest, definitions of poverty is that offered by Mack and Lansley:
Poverty is an enforced lack of socially perceived necessities.34
This definition, and most others used in poverty research, has three core elements:
» alack of necessities;
« that necessities are socially defined;
« that the lack of necessities is caused by limited material resources.

Necessities are resources (goods and services) that people cannot reasonably "do without".
A lack of necessities is not the same thing as a lack of resources. Two people may have
identical resources but different needs. For example, a person with paraplegia may need an
additional resource, a wheelchair, to achieve mobility. The adequacy of resources and
whether or not they are necessary — must therefore be gauged according to people's needs.

Poverty is usually defined with reference to a set of basic human needs. Two kinds of needs
are often identified: physical survival and comfort (for which the corresponding necessities
are resources such as such as food and housing), and the need to participate in the
economic and social life of the community (for which the corresponding necessities include
such items as transport)3s. This suggests that poverty has two forms. In this submission
these are referred to as subsistence poverty (an inability to meet basic physical needs), and
participation poverty (an inability to meet basic social needs). These forms of poverty are
closely related, and while often treated as one condition, they are distinct. People may have
all of the resources they need to subsist but lack the resources required for social
participation.

34 Mack & Lansley (1985).
35 In Sen's terminology, they lack the commodities they require to achieve certain capabilities.
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Defining poverty — the ideas of Peter Townsend and Amartya Sen

Townsend?36 (1979) used a two-step procedure to define and measure poverty as a
form of multiple deprivation. First, a set of basic human "needs" was defined,
broadly corresponding to either "subsistence" and "social participation". Second, a
set of resources necessary to meet these needs — or necessities — were identified.
For example, people suffered deprivation if they lacked sufficient food to nourish
themselves in accordance with prevailing social standards in the UK, as reflected,
say, in the number of meat dinners people had each week.

This illustrates an idea that was central to Townsend's approach: Poverty as a living
standard is always relative. So, even though basic human needs such as nourishment
and social participation might be universal, the resources required to meet them
are socially defined and vary from one place and time to another. Beyond the level
of basic physical survival, this principle even applies to standards of subsistence,
such as food and shelter.

A more elaborate framework was developed by Sen37 (1993), who defined poverty
as capacity deprivation. He described human needs as a set of functionings or
outcomes (such as being adequately nourished). In this framework, poverty is not
simply a lack of the resources (necessities) required to achieve adequate
functioning (to meet needs). Sen added a third step to the chain of logic between
resources and functioning: people's capabilities to achieve a level of functioning.

The key idea behind this concept of capability is that people are poor if they lack
the choice or freedom to achieve the desired level of functioning. For example, a poor
person and another person who deliberately fasts may both fail to nourish
themselves. However, only in the case of the poor person is this due to a restriction
on their choice to feed themselves adequately. So, poverty is defined at the level of
capabilities, even though it may only be possible to measure it in terms of more
"visible" factors such as resources or functionings. In Sen's framework, poverty is
absolute at the level of capacities (for example, the "inability to shelter oneself" is
an absolute incapacity). However, it is relative at the level of resources required to
exercise a set of capabilities (for example, the minimum standards of housing
required to achieve the "capability of sheltering oneself" will vary from country to
country).

Both Townsend and Sen reject the notion that poverty is represented by an
absolute or unchanging "core" of resources, beyond mere physical survival. They
argue that the level of resources indicative of poverty is socially defined, so that it
varies among individuals and households with different needs and also between
poor and rich countries. However, neither defines poverty in subjective terms.
Poor people are not simply those who describe themselves as poor, or are
described as such by others. Poverty has an objective character that can be
measured if we know enough about people's needs, capabilities, and resources.

36 Townsend P (1979).
37 Sen A (1993) p153. Sen A (1995).
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Participation poverty has much in common with the idea of social exclusion, a term that
usually refers to the exclusion of people from mainstream social and economic life, where
this has a detrimental effect on the lives of those affected. However, as explained below,
social exclusion is a broader concept than participation poverty and not always associated
with a lack of resources.

Concepts such as necessities and needs are notoriously difficult to precisely define and
measure. Two approaches that have each attracted strong support — based on the ideas of
Townsend and Sen — are described in the box above.

2.3 The lack of necessities is socially defined

Necessities are almost always socially defined. For this reason, the idea of "absolute
poverty" is not particularly useful, unless by "absolute" we mean that a person's very
survival is threatened. The set of basic human needs (such as nourishment) and capabilities
(such as the ability to participate in social life) that underpin the idea of poverty do have an
absolute character. Indeed, many Australians such as those in Indigenous communities or
people who are homeless live in extreme forms of poverty where survival may in fact be at
serious risk.

However, as soon as we set out to define the level of resources required to meet those
needs, or exercise those capabilities, we find that one society's luxuries are another's
necessities.

Aside from the risk of death or severe incapacity, even subsistence poverty — having
sufficient resources to live in frugal comfort — is socially defined. In many developing
economies, a tin shack with windows and a door may be regarded as adequate "basic"
accommodation for a family because a large proportion of the population lives in similar
accommodation. Indeed, from the standpoint of physical survival and good health, this
kind of accommodation may well be adequate. However, the same type of accommodation
for use as a permanent dwelling would generally not be socially acceptable in Australia and
few local councils would allow the construction of a tin shed for this purpose.

Therefore, even subsistence poverty is always defined in accordance with the standards of a
particular society at a point in time, unless physical survival is directly threatened. This
applies even more strongly to participation poverty, since social participation is structured
very differently in different countries.

This does not imply, however, that poverty is the same as social inequality. For poverty to
exist, it is not sufficient that the resources available to one group are much lower than the
rest. They must live in conditions that would be widely regarded by the community as
deprived and experience a lack of socially perceived necessities. This means that they have a
command over resources substantially less than the rest of the community finds acceptable.

Countries with high poverty levels are usually relatively unequal. Nevertheless, it is
possible to eliminate poverty in societies with very unequal distributions of incomes and
other resources (especially where the inequality is mainly concentrated at the top end of the
distribution). This is an important distinction, since many people who find poverty
objectionable are not necessarily in favour of equalising incomes.

This point can be illustrated by the oft-quoted example of a nation that "gains" or "loses" a
large number of millionaires. This might increase or decrease income inequality quite
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dramatically. However, it is very unlikely to change the social definition of what
constitutes poverty in that country. On the other hand, if most people in that country
become progressively richer, the ensuing change in social standards means that the range
of items that are regarded as necessities, and the level of resources that constitutes poverty,
are both likely to increase over time. Even then, poverty could still be eliminated without
eliminating income inequality, by bringing the living standards of poor people up to the
new poverty threshold. However, it would not be eliminated simply because a few
millionaires leave the country.

The idea that poverty is socially defined does not imply that poverty is "subjective”. People
are not poor because they "feel" poor, or because others describe them as such. If poverty
were defined in this way, many poor people who have adapted to their circumstances by
narrowing their expectations would no longer be considered poor. Poverty would be
under-stated in societies with strict social hierarchies where the poverty of those at bottom
is socially accepted. Conversely, many people who are actually quite well off but
struggling financially because of a major expense (such as home re-payments) would be
defined as poor.

Deprivation items identified by Travers & Robertson 1996
- Cannot afford friends or family for meal once a month
- Cannot afford hobby or leisure activity
- Cannot afford holiday away from home for at least one week a year
- Cannot afford new rather than second hand clothes
- Cannot afford night out once a fortnight
- Cannot afford special meal once a week
- Could not keep up with payments for electricity, gas, or water in past year
- Pawned or sold something to get money in past year
- Unable to heat home because of short of money in past year
- Went without meals because short of money in past year
- Went without or delayed dental care because short of money in past year

- Went without or delayed optical treatment because short of money in past
year

- Not able to raise $1000 in a week in an emergency

- Not enough income to get by on

- Dissatisfied with cooling or heating of home

- Dissatisfied with condition of home

- Dissatisfied with security of home

- Dissatisfied with life today

- Difficulty getting to hospital

- Difficulty getting to doctor, dentist, other health facilities
- Standard of living worse than two years ago
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2.4 The lack of necessities is caused by a limited
command over material resources

Not all people who lack socially perceived necessities are living in poverty. Poverty implies
that people's lives are constrained by a lack of resources. For example, a person with
paraplegia does not "automatically" live in poverty by virtue of their disability alone. On
the other hand, without a wheelchair or other means of mobility (and no capacity to secure
them) that same person is likely to be "participation poor".

This is the difference between social exclusion and participation poverty. Social exclusion —
an inability to participate at an acceptable level in the economic and social life of the
community — may be caused by factors other than a lack of resources. Similarly, a person
who has been unemployed for a long time may experience social exclusion from
"mainstream" economic life. However, they need not live in poverty, provided they have
the resources to engage in social life in other ways (for example, an inheritance or
compensation). In this way, participation poverty as used in this submission is a narrower
concept than social exclusion. It is exclusion resulting from a lack of resources.

To many people, poverty is simply insufficient income to get by. However, resources, as used
here is a broader term than income alone. It includes assets (such as ownership of a house),
gifts from relatives, and free or subsidised public and community services.

Nor can poverty be easily equated with inadequate expenditure. The main problem with
measuring poverty in terms of expenditure is that people have different spending
preferences. For example, a wealthy retiree who prefers to live in a motor home and spend
their income on travelling would not be considered to live in poverty simply because their
accommodation may be perceived to be inadequate. Nor is a middle-income family that
chooses to live very frugally in order to save for a home deposit, despite the fact this could
result in them or their children experiencing deprivation for a period of time. It is their
spending power, or to put it more broadly their capabilities, that matter most, not how much
they actually spend.

2.5 Poverty and low income

Of all measures of a person's resources, income comes closest to measuring deprivation in a
market-based economy because it is a strong measure of people's capacity to spend on
essential goods and services (regardless of how they actually spend it). Income is the
dominant means of securing the goods and services we need to avoid poverty. This idea is
captured in the popular notion of lacking enough income to get by. This is also the reason that
public debate over the distribution of income (for example, in wage fixation, social security
policy, and tax policy) is so vigorous.

In a market-based system, the incomes of different groups in the community, together with
their access to other resources such as home ownership and subsidised services, are
strongly related to their risk of poverty. As a result, we are able to speak of income poverty
as a level of income below which the risk of poverty is unacceptably high.

The fact that a person or family's income falls below this level does not necessarily mean
they are poor. Nor is it necessary that the vast majority of people on low-incomes
experience poverty. The basis for the concept of income poverty as used here is that the
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society considers that the risk of poverty is unacceptably high once incomes fall below
certain levels. This has important implications for social security policy, and has always
been (explicitly or implicitly) an important consideration in policy debates over public
income support.

Income is not a direct measure of poverty. However, it is frequently the best readily
available indirect measure of poverty. The strength of the link between income and poverty
will vary from one country to the next, and this is an issue for ongoing research.

2.6 The persistence of poverty

There is an emerging debate over the period over which the experience of poverty should
be measured. People may be unable to afford key necessities due to a temporary cash-flow
problem, or they may move in and out of employment.

Much of this debate reflects a confusion about poverty. A person is poor as long as they are
unable to afford or access a range of necessary goods and services, or, to put it differently,
they lack the capacity to achieve a decent level of wellbeing due to inadequate resources. If
they only have a short-term cash-flow problem they are unlikely to be poor since they will
already have most of the basic necessities and can probably borrow or draw down their
assets to get by from week to week. If their temporary cash-flow problem is compounded by
more sustained forms of deprivation such as long-term unemployment or caring
responsibilities, or an event such as the death of a partner or acquisition of a disability has
dramatically changed their lives (and their capabilities) for the worse, then they are more
likely to face poverty.

Therefore, poverty (like hunger and a lack of shelter) exists and can be measured at a point
in time. Poverty does not have to be persistent to be "real". However, a temporary lack of a
single resource (such as cash income) does not constitute poverty. So, if a single resource
(such as disposable income) is used to measure poverty, it should be measured over a
longer period of time, such as one year. Researchers using income-based poverty lines
generally prefer to use annual income data.

Of course, persistent poverty is of greater policy concern than poverty that lasts for a year
or less. This does not imply, however, that poverty of a shorter duration is not "real” or
impactful.

2.7 Inequality and poverty

While poverty should not be confused with inequality, it is nevertheless an important
concept and policy challenge which often walks hand in hand with high levels of poverty.

While poverty research generally focuses on incomes at the bottom of the distribution, the
size of the gap between the very top and the bottom is also relevant to a society’s well
being. The incomes of the richest can distort some markets, such as housing and has a
significant influence on the morale of the general population. The very rich can also opt out
of public services, to the detriment of the quality of the services the non rich are able to
access. There are also between region and between group inequities that are of
considerable interest in terms of poverty policy outcomes.
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2.8 Poverty at the international level

An important debate relates to whether poverty has an "absolute core” that applies across
rich and developing economies. This debate is important since it should be possible to
compare poverty across countries as well as measuring its extent within each one.

One approach to international comparisons of poverty would be to apply the same method
of measuring poverty to national poverty within each country. That is, socially perceived
necessities would be defined in accordance with local standards within each country. Using
this approach, it is possible that higher poverty levels would be found in rich countries
than in poor countries, depending on how living standards are defined and distributed
within each country.

Alternately, researchers could attempt to establish a set of minimum international
deprivation standards that apply to the world as a whole. The difference between this and
a series of different national standards is not the same as the distinction between
subsistence poverty and participation poverty, discussed above. International deprivation
standards could embrace both forms of poverty (for example, in relation to inadequate diet,
where there could be a base subsistence standard below which deprivation is universally
accepted to exist, as well as a locally defined higher standards where appropriate).

This is not the same as a distinction between absolute and relative poverty. As soon as an
international deprivation standard extends beyond mere survival, the necessities that
comprise it would be socially defined relative to world standards. This implies that an
international deprivation standard would be fixed at a level of living much lower than that
enjoyed by many poor people in rich countries. This is clear as soon as the basic question is
posed: what is the minimum acceptable standard of living for citizens of the world, as
distinct from citizens of Australia?

It is much harder to set such a standard at the international level, given the diversity of
social systems, cultures, and living standards among nations. This problem cannot be
resolved by clever use of statistics.38 As with national poverty benchmarks, a set of value
judgements must be made about minimum standards of living or capabilities.

At the United Nation's World Summit on Social Development in Copenhagen in 1995, a major
step was taken towards setting benchmarks for defining and eliminating poverty at the
international level (see box below).

The summit agreed that all countries should develop national plans to define, measure and
eradicate "absolute” poverty and substantially reduce "overall" poverty within fixed time
frames.

38 The United States' official poverty measure has often been used in international comparisons because (as
with income based poverty lines) international poverty levels can readily be compared using this method.
The method used is to calculate the proportion of household budgets that is devoted to food, on the
assumption that households that devote a high proportion of their spending to food are more likely to be
poor. However, this approach has rightly been criticised for its arbitrariness.
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The idea of "absolute” poverty was introduced to bridge the gap between developing and
rich nations by establishing a poverty benchmark that could be shared by all nations.
However, this definition of absolute poverty does not imply a standard of living that does
not vary over time or between countries. A more accurate description in this context would
be "core" or "severe" poverty.

The Copenhagen summit got around the problem of diversity of national living standards
by giving each nation the task of defining absolute and relative poverty in its own social
and economic context. This raises two new problems:

» How can we distinguish between the two "levels" of poverty (absolute/core and
overall) in a national context? In rich countries, the distinction may be too fine, even
arbitrary.

» How can we be confident that international studies using national definitions of
poverty are comparing like with like?

A better approach might be to establish a simple set of universal international benchmarks
and apply them without variation to every nation. This has the advantages of simplicity
and transparency, and it permits a direct comparison of poverty levels across countries.
This "core" or "international” poverty benchmark would then sit underneath (or above)
those developed within each nation. It would not be designed as a substitute for national
benchmarks.

The most promising approach along these lines is the United Nation's Human Poverty Index
(see box below). This uses a simple set of universal indicators of deprivation within key
dimensions of life such as health and education, drawn from the United Nation's Human
Development Index. These universal indicators suffer from a degree of arbitrariness in the
choice of indicators. However, once it is accepted that they can only be used to compare
international poverty levels in an approximate way, they are likely to attract broader
support and understanding than arbitrary international "poverty lines",

39 Such as the World Bank's "dollar a day" poverty benchmark.
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International definitions of poverty
1995 World Summit on Social Development:

The following resolutions and definitions were adopted at the World Summit on
Social Development at Copenhagen in 1995:40

Member nations were urged to formulate or strengthen, and implement national
poverty eradication plans to eradicate absolute poverty and substantially reduce overall
poverty.

Absolute and overall poverty were defined as follows:

Absolute poverty means severe deprivation of basic human needs, including food, safe
drinking water, sanitation facilities, health, shelter, education and information. It depends
not only on income but also on access to services.

Overall poverty also includes lack of income and productive resources to ensure
sustainable livelihoods; hunger and malnutrition; ill health; limited or lack of access to
education and other basic services; increased mortality and morbidity from illness;
homelessness and inadequate housing; unsafe environments and social discrimination and
exclusion. It is also characterised by lack of participation in decision-making in civil, social
and cultural life.

United Nations Human Poverty Index:

The United Nation's Human Poverty Index is a measure of poverty that uses the
same international benchmarks adopted by the UN for its Human Development
Index.4! The indicators used are:

the percentage of people expected to die before age 40, the percentage of adults who are
illiterate, the percentage of people without access to health services and safe water, and the
percentage of underweight children under five years.

This universal poverty benchmark is designed for use in international
comparisons.

2.9 Four poverty concepts

To summarise our discussion on defining poverty, one of the problems with contemporary
academic and policy debate is that poverty means many different things to different
people. Some of the fog generated by this debate would lift if we were able to clearly define
each of the different concepts of poverty and give them a name. We suggest that poverty as
discussed in Australia actually comprises three distinct concepts, listed in the box below, in
addition to fourth concept relevant to international comparisons.

40 United Nations, 1995.
41 United Nations Development Program, 1997.
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Poverty concepts

At a national level, poverty comprises three related but distinct forms of systematic
deprivation or incapacity:

1. Subsistence poverty is an enforced lack of necessities which a society believes are
required to meet people's physical needs, to live in frugal comfort.

Examples include inadequate diet, sub-standard housing, or denial of basic health
services.

2. Participation or social poverty is an enforced lack of necessities which a society
believes are required to meet people's need to participate appropriately in the
economy and society.

Examples include an inability to meet regularly with family or friends, to travel to
jobs or job interviews, to afford school books and excursions for children, or to
complete an education.

3. Income poverty is a level of income below which a society considers the risk of
poverty to be unacceptably high.

Examples include the Henderson Poverty Line. Income-based poverty lines do not
measure poverty directly. Rather they use income as a proxy for deprivation (or
the risk of it) based on a benchmark chosen by experts or the society more
generally. For example, Henderson chose the basic wage plus child endowment for his
poverty line. This reflected the long Australian tradition of arbitrated wage
settlements based on the minimum needs of a working family.

For international comparisons, another definition may be needed.

4. Core or international poverty is a level of deprivation considered unacceptable by
the international community. In rich countries, this is likely to represent a more
severe form of poverty than subsistence or participation poverty. It has both
subsistence and participation elements. Examples include a lack of access to safe
drinking water, and illiteracy.
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It is clear from the above discussion that poverty is not an easy state to define. However,
while poverty is socially defined, it can still be objectively measured. In this context,
poverty research must meet the following requirements:

« It should be objectively based, yet grounded in people's actual living conditions and
the views of the general public about what constitutes deprivation.

« It should capture the different dimensions of deprivation yet provide a summary
measure or measures that are readily understood by the community.

« It should produce overall estimates of the extent and depth of poverty, identify the
groups most at risk, and provide information on the dynamic aspects of poverty as
well as people' s circumstances at a point in time.

» It should be possible to regularly update these measures in a reliable and cost-
effective way, as the social definition and context changes.

« It should be sourced from reliable sets of data that are comparable over time.
« It should accurately measure poverty in a way that most people can comprehend.

Defining and measuring poverty is a process of consensus-building as much as research.
The most enduring poverty measures are those linked to public inquiries where the
researchers and policy-makers have the opportunity to test the veracity of their views on
poverty through a dialogue with the general public, people living in poverty, and those
wh