ACOSS Snapshot

Social Security in Australia: Current A
Trends

3 May 2017 dCOSS

The key to good policy is evidence, based on facts.

In the lead up to this year's Federal Budget, we are seeing continued attacks on people who
are unemployed. The perception created is that large numbers of people receiving social
security payments are ‘welfare cheats’, ‘layabouts’ and ‘addicted to welfare’, and that our
security spend is blowing out. This is simply incorrect.

This Snapshot gives you key facts on social security spending and policy in Australia.

You will see that, as a proportion of the whole budget, our social security payments are
extremely low. Australia’s spending on income support is trending downwards and is low by
international standards. Projected spending on unemployment payments is projected to
decline as a proportion of GDP.

The Snapshot is about social security as opposed to human services such as aged care, the
National Disability Insurance Scheme and childcare.

We hope these facts inform our community and their desire for a budget that genuinely helps
Lift people out of poverty rather than disadvantage them further.

The facts

In Australia:
1 3 million people live in poverty, comprising 13.3% of the population.
1 731,000 children live below the poverty line.’

1 Inequality in Australia is the highest it has been since the 1950s.2 The World Economic Forum
states that rising inequality risks undermining the global economy.?

1 Long-term unemployment has almost tripled since the Global Financial Crisis.* Seventy
percent of people on Newstart are long term unemployed.

1 Thereis only one job available for every ten people locked out of paid work or who want more
paid work.5

1 Spending on the Age Pension remains the largest area of social security expenditure,
quadrupling that spent on unemployment payments ($44b versus $11b in 15/16)

Spending on Newstart as flat-lined and is growing slower than GDP.

Our rates of social security payment are well below the poverty line and some $176 per week
below the pension.

9 Australia has the most targeted system of income support in the OECD, with people in the
bottom 20% receiving 12 times that of people in the top 20% (2014).
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1 While Age Pension and Newstart numbers have been rising, the number of people receiving
Disability Support Pension, Youth Allowance and parenting payments have been trending
downwards since 2014.

1 People who are unemployed are subjected to one of the more onerous job search regimes in
the OECD to get a payment.

1 The International Monetary Fund states that lifting up living standards of people on low and
middle incomes is the most important way to increase growth.

Our social security spend primarily goes to Age Pensions

Spending on the Age Pension remains the largest area of social security expenditure, quadrupling

that spent on unemployment payments ($44b versus $11b in 15/16).7 This is because most older
people qualify for the Age Pension in their retirement. This removes the ubiquitous notion that
most social security spending goes towards the unemployment payments Newstart and Youth
Allowance (Other).
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Social security payment Number of recipients (June 2016) 15/16 $ | % of
spend social

security
spend

Age Pension 2,538,161 $44.2b 40.2%

Family Tax Benefit (FTB) & | Approx. 1.5 million recipients of FTB. $25.9b 23.5%

parenting payments 363,596 recipients of parenting payments (who

would likely also receive FTB)
Disability Support Pension 782,891 $17.1b 15.5%
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Social security payment Number of recipients (June 2016) 15/16 $ | % of
spend social
security
spend
Unemployment payment 732,100 Newstart recipients $11.5b 10.4%
and sickness allowance 13,000 Special Benefit & Sickness Allowance
recipients.
Carer payments 605,773 recipients of Carers Allowance, 260,592 | $8.1b 7.3%
recipients of Carer Payment (Carer Payment
recipients would also receive Carer Allowance).
Student payments 220,366 Approx. | 2.8%
$3.1b
Total social security spend $109.9b | 100%

Our social security budget spend is shrinking

Growth in spending on Newstart over the medium term will be just 1%. For the Disability Support
Pension, it is projected to be just 3%. This compares with spending on the Age Pension, which will
grow by 12% over the medium term, 10% on Defence and 9% Aged Care.?
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Source: PBO 2014, Projections of government spending over the medium term. Note: Includes 2014 Budget measures, estimates were not subsequently
updated.

Spending on Newstart Allowance will continue to comprise just 2% of total government spending

through to the medium term.'°



Share of projected government spending in 2024-25
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Furthermore, Newstart is one of only two programs that is growing slower than real GDP both
historically and over the medium term (the other being the Pharmaceutical Benefit Scheme
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We have very low payment rates (as at March 2017)"?

Our rates of payment are now well below the poverty line and some $176 per week below the
pension.

Low spending on unemployment payments is related to the low rates of payment. The low growth
in unemployment payments is attributed to their being indexed to the consumer price index alone,
as opposed to pension payments which rise in line with wage growth if it exceeds CPI.

Payment' Single rate Couple rate (combined)
per week per week

Youth Allowance (independent rate) $218 $437.50

Newstart Allowance $267.80 $483.60

Parenting Payment Single $374 $483

Pension (Age, Disability Support and Carer Payment) | $444 $669.60

We have very high targeting

Low spending is also attributed to the highly targeted nature of our social security system.
Australia has the most targeted system of income support in the OECD, with people in the bottom
20% receiving 12 times that of people in the top 20% (2014). Professor Peter Whiteford's analysis'
of the targeting of social security illustrates this below. Recent tightening of access to Family Tax
Benefit would likely increase this ratio.

Australia’s social security system is more targeted
to the poor than any other OECD country

Ratio of transfers received by poorest 20% to those received by richest 20%
Source: Calculated from Table s 3 and 5, OECD , 2014, hitp:/fwww.oecd-ilibrary.org/economics/economic-growth-from-the-household-
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The targeting of our system goes towards explaining why Australian spending on income support
continues to be low by international standards. In 2015, we spent 9.2% of GDP on cash benefits,

compared with an average of 12.4% in the OECD."
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Graph from the OECD: http://www.oecd.org/social/expenditure.htm
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Number of people receiving a payment is declining
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While Age Pension and Newstart numbers have been rising, the number of people
receiving Disability Support Pension, Youth Allowance and parenting payments have been

trending downwards since 2014.%

Key payment trends: 2014-2016 (ending June 2016)
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Receipt of the Age Pension has been growing gradually because of population ageing. In
2015/16, Age Pension receipt grew by 2.1%, which was lower than in 14/15 where the
number of Age Pensioners grew by 3.4%."7 The increase in the 12 months to June 2016 is
lower than the increase in the number of people aged 65 and over for the corresponding
period, which rose by 3.3%.® However, the number of Carer Payment recipients aged 65
plus grew over this time, too, which would add to the number of people aged 65+ receiving
a pension payment (as Carer Payment is paid at the same rate as the pension). Carer
Payment receipt overall has been rising, going up by 3.4% between 2014 and 2016."

Receipt of the Newstart Allowance has also been growing sin_



