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10 July 2011

Carbon price compensation cautiously welcomed

Welfare Rights today cautiously welcomed the Government’s carbon compensation plan for people receiving social security and family assistance payments.  The price impact will be 0.7%, and pensions and allowances will increase by 1.7 per cent.  “This is good news for pensioners with single pensioners, for example, to receive $338 per year.  The 565,000 people looking for jobs and on the Newstart Allowance will get $218 per year which is comparably very low.  The difference in compensation arises from the fact that unemployment benefits generally are paid at such a low and unsustainable rate”, said Maree O’Halloran, President of the National Welfare Rights Network.
Ongoing monitoring and adjustment for the price effects are essential and welcome elements of this package.   It is critical that people living in low income households and already doing it tough are cushioned from the price effects as businesses inevitably pass on the cost of the carbon price to consumers.  People living on low incomes must also be able to live in energy efficient homes and participate in community efforts to reduce greenhouse emissions and our carbon footprints.  

We are concerned that the “average” cost of living is modelled to rise by $9.50 per week but that pensions will increase by just $6.50 and allowances by $4.50 per week.  The cost of living index for different households accounts for the difference.   Nevertheless, because people living on low incomes spend a higher proportion of their income on essentials such as electricity, there is some risk of future hardship which must be accounted for in ongoing adjustments.

The positive aspects of the Government’s plan are:

· upfront and ongoing permanent increases in pensions and allowances that will be indexed regularly, tax exempt, and paid either fortnightly or quarterly

· families on the lowest incomes are given priority in the compensation payments

· an annual $140 cash payment for those with high energy use who need medical equipment

· increases to the tax free threshold to $18,000, which will assist with extra costs and improve work incentives, especially for the 1 in 3 people who receive Parenting Payment (Single) and work part-time
· an annual low income supplement of $300 for those insufficiently compensated by payment increases and tax cuts

· targeted programs to assist vulnerable households improve their energy efficiency, with $330 for  a new Low Carbon Communities Program to assist households move to improved energy efficiency

· the establishment of a Household Advice line and website to inform low income households about improving energy efficiency.

Welfare Rights welcomes the appointment of Bernie Fraser as head of the Climate Change Authority. As a former Treasury Secretary, he is well suited to the job and should be required to report annually to Parliament on the adequacy of compensation arrangements

Welfare Rights understands that Minister Macklin has written to State and Territory Housing Authorities, to urge the exclusion the Clean Energy Supplement from the calculation of public housing rents. If state government’s clawback part of this supplement, up to 240,000 age, disability and carer pensioners could be left out in the cold.
In addition to the adequacy of compensation for people who are unemployed, Welfare Rights remains concerned about the following:

· the effect on people struggling in the private rental market.  We call on the government to increase rates of Rent Assistance for people receiving social security payments 
· a percentage of the Energy Supplement will be quarantined to the Basics Card for people subject to income management. This denies the individuals the choice about how potential savings from achieving energy efficiencies can be spent.

For comment: Maree O’Halloran, President on 0417 672 104  or 

Gerard Thomas, Policy and Media Officer (Welfare Rights Centre, Sydney) on 0425 296 882.
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