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1.
Executive summary

The National Welfare Rights Network welcomes the opportunity to comment on the discussion paper “Building a simpler system for jobless individuals and families”.

This submission:

· identifies a number of significant limitations and questionable assumptions in the discussion paper; 

· sets out some high level objectives and design principles which should guide any refurbishment or renovation of the income support system in Australia; 

· argues for a move to a common, workforce age Social Security eligibility platform, through a common claim form, whilst maintaining a legislated categorical system to determine rates/ additional allowances, income tests and activity requirements; 

· argues for rates to be based on an objective budget standards model and, on this basis, for fundamental improvement in the current inadequate rates of payment; 

· identifies the need for a further shift from punishment to compliance and a substantial rationalisation of the complex, inconsistent and unnecessarily harsh system of breaches and penalties that inevitably forms part of any system of mandatory activity requirements; 

· explores the scope and nature of enhanced participation for people on disability related payments;

· acknowledges the need to address the very unfair, high Effective Marginal Tax Rates confronted by many current recipients but argues for increased adequacy of rates as a higher priority;

· identifies a significant list of inconsistencies, gaps and anomalies in the current system (eg waiting periods, bereavement provisions etc) that could and should be addressed as a first step in the further renovation of the income support system;

· examines the additional costs confronted by people with disabilities and by jobseekers and proposes a number of supplements and allowances that are needed to address these; 

· argues for a rationalisation and re-targeting of concessions for those most in need; and 

· explores the substantial gap between the Government’s rhetoric and Centrelink’s practice in relation to personal and individualised “negotiation” of “agreements” and general service provision.

2.
Summary of recommendations

Recommendation 1.

That a legislated categorical system of income support payments be maintained.
Recommendation 2.

That the Government reject any change to the Social Security system in Australia that would result in workforce age income support payments being set at the baseline of the current single adult rate of Newstart Allowance or lower.

Recommendation 3.

That the Government establish a timetable to gradually increase adult rates of Newstart Allowance to the rate of the pension.

Recommendation 4.

That a timetable be established to increase rates of Youth Allowance and Austudy Payment to adult rates of Newstart Allowance.
Recommendation 5.

That the Department of Family and Community Services, as a matter of priority, develop a common entry point, and a common claim form, for all Social Security payments.

Recommendation 6.

That Centrelink cease to raise a debt against a person who would have had an entitlement to another Social Security payment.

Recommendation 7.

That the Social Security system be redesigned to provide a common entitlement platform so as to eliminate debts arising from a change of circumstances that do not affect basic entitlement.

Recommendation 8.

That breach penalties should not escalate for a second or third breach.

Recommendation 9.

That the Breaches Review Taskforce to be established by the Department of Family and Community Services develop a series of measures aimed at simplifying the penalties and breaches system and making it fairer.

Recommendation 10.

That a Taskforce including community representatives, Centrelink, FaCS and DEWR be established to develop pilot programs and to provide recommendations to the Minister for Family and Community Services about how a system of voluntary participation agreements could meet the desires and needs of people with disabilities who want to undertake paid employment or other voluntary study or training opportunities.

Recommendation 11.

That basic rates of income support payments for unrelated individuals should not be based on living arrangements but should be sufficient by themselves to protect people from poverty and enable them to live decently.
Recommendation 12.

That the Department of Family and Community Services change its current policy in relation to the Special Benefit income test to apply the general Allowance income test.

Recommendation 13.

That the loss of Social Security benefits from the double and triple counting of income in situations where withdrawal rates “stack up” on top of each other be recognised as a priority area for reform by the Department of Family and Community Services.

Recommendation 14.

That the principles underpinning the income testing of couples should be the same regardless of what Social Security payment each member of the couple receives, such that where one member of the couple earns income, that income should be applied first to their own payment with only any excess income being applied to the other member of the couple.

Recommendation 16.

That the qualification criteria for Special Benefit be the same for all permanent residents regardless of whether or not they are newly arrived residents. 

Recommendation 17.

That newly arrived residents who come to Australia on the basis of the skilled migration program should not be subject to a two year waiting period.

Recommendation 18.
That legislation be introduced by the Federal Government to standardise and simplify residency requirements.

Recommendation 19.
That legislation be amended to enable New Zealand citizens access to Special Benefit where they have experienced a “substantial change in circumstances beyond their control”. 

Recommendation 20.
That the Federal Government review its position with regard to New Zealand citizens with a view to introducing a category of “protected special category visa holders” for those who have lived in Australia for a cumulative period of at least three years prior to 26 February 2001.

Recommendation 21.
That the Social Security Act be amended so as to remove the unfairness of the March 1997 to July 2001 preclusion period calculations. 

Recommendation 22.

That bereavement payments for pensions and allowances be standardised.

Recommendation 23.

That those bereavement payments available to pensioner recipients be extended to allowance recipients.

Recommendation 24.

That a payment to assist with funeral costs for pensioners and allowees who die without means be introduced.

Recommendation 25.
That a supplementary cash disability payment, comprising a mobility component and a communications component be introduced. 

Recommendation 26.
That a “Participation Allowance” to assist with the additional costs associated with participation activities, including job search, study and voluntary work, be introduced.

Recommendation 27.

That the level of Rent Assistance be increased to better meet affordability problems faced by renters in capital cities such as Melbourne and Sydney and in certain regional centres where high rents prevail.

Recommendation 28.

That the reduction of Rent Assistance by one third for people who share accommodation be removed.

Recommendation 29.

That eligibility for Rent Assistance be extended to Austudy Payment recipients.

Recommendation 30.

That the system of concessions be rationalised, simplified and better targeted to meet the needs of people on workforce age payments through the extension of a range of concessions such as transport, utilities and Telephone Allowance, to allowees and other Social Security recipients currently eligible for only a limited range of concessions.

Recommendation 31.

That Telephone Allowance be extended to Youth and Newstart Allowance recipients.

Recommendation 32.

That the Federal Government undertake discussions with State Governments with the aim of putting in place a consistent and fair system of transport concessions for unemployed people.

Recommendation 33.

That recipients of activity tested payments who have been on benefits for more than six months be eligible for the Pharmaceutical Allowance.

Recommendation 34.

That, despite  the two year waiting period for payment eligibility, newly arrived residents be immediately eligible for a Health Care Card (low income).

Recommendation 35.

That, where a person is receiving Parenting Payment at the single rate due to the incarceration of their partner, they be eligible for the PCC. 

Recommendation 36.

That the Commonwealth Government reverse the decision to extend Telephone Allowance to Commonwealth Seniors Health Card holders.

Recommendation 37.

That Centrelink be provided with the additional staffing and other resources necessary for it to administer the Social Security system in the individualised and  personal manner that the Government claims is fundamental to its system.

.

3.
Limitations of the approach of the discussion paper
The discussion paper “Building a simpler system to help jobless families and individuals,” on which the consultations have been based, has a number of deficiencies and appears to be based on a number of highly questionable assumptions. We therefore believe that before detailing our submission for both a simpler and fairer income security system in Australia, it is necessary to address these deficiencies and assumptions. The discussion paper:

· focuses too much on “the need for self-reliance” and pays little attention to the “mutual obligation” role of Government in proving decent levels of income support to people who, for whatever reason, need to rely on it at certain times;

· places far too much emphasis on the primacy of work and paid employment, as if it were the only useful activity of human endeavour. Work in the community and voluntary activities should be given greater acknowledgment as important options which are both rewarding and are in need of reward and recognition by government. The financial and social contributions of millions of Australians engaged in unpaid and voluntary work is largely overlooked;

· contains a rather narrow and prescriptive analysis which assumes that it is only the lack of paid employment (however low paid or insecure), that leads to social exclusion. It is assumed that any job, no matter how unsafe, insecure or exploitative, is better than none;

· contains little acknowledgment of current labour force realities, under which there are in the order of more than ten (official and unofficial) unemployed people for every one job vacancy; in which many people have only a tenuous or marginal labour force attachment; in which many people are working for far fewer hours than they would like to, and where there is a large pool of discouraged job seekers;

· oversimplifies the significant barriers that prohibit many people from entering paid work are, with little real acknowkledgement of: the lack of child care, the absence of “family friendly” workplaces, and the level of outdated or low skill levels among many unemployed people;

· subjects a large number of people (eg unemployed people and lone parents in particular) to unwarranted and unsubstantiated stereotypes, portraying them as behaviouraly deficient, lacking incentive, lacking in “work ethic”, and generally passive. The inference is that it is personal failings, rather than the lack of job and other opportunities, that constitute the bulk of the problem. Joblessness is seen primarily as an individual behavioural problem rather than as a product of persistent structural problems;

· makes simplistic and dubious assumptions about the problems of “welfare dependency” and “trans-generational dependency”. Similarly, the shallow analysis of the levels of "dependence" of lone parents ignores the actual workforce experiences of lone parents and the structural barriers that they face in the labour market;

· makes an illogical and artificial division between people of workforce age and those over workforce age (presumably, of pension age), This is particularly so given the recent emphasis by Government in encouraging older people to remain in the workforce. Indeed, policies such as the Pension Bonus Scheme are intended to encourage longer workforce participation. There is a risk of embedding inconsistent policy approaches and anomalies in the Social Security system, when the stated objective of this exercise is to remove barriers and reduce complexity.  For instance, if a disability allowance were to be paid, would a person lose this when they reach pension age; 

We must also place on record our disappointment with the limited opportunity for interested organisations to participate in public consultations over the initial discussion paper. Most organisations were only allowed one participant to attend a three and a half hour meeting. This was clearly inadequate, given the breadth and complexity of the issues involved. It is important that there be a widespread and comprehensive series of consultations with both the wider community and community / welfare organisations when the Department of Family and Community Services has collated responses from its “consultations”.

In the interests of openness and transparency, we request that copies of the report of the consultations to the Department and to the Minister be made available publicly.

4.
Objectives and design principles of the Australian Social Security
system

4.1
Objectives

The objectives of the Social Security system in Australia in the 21st Century should include the following:

1. Entitlement for income support payments should be based on need and should apply to all people with the right to reside in Australia within a means tested framework. 
· Gaps, anomalies and inconsistencies within the current system are priorities for reform. These include migrants affected by the two year newly arrived residents waiting period, minimising and rationalising various waiting periods and further reducing penalty rate reduction and non-payment periods.

2. The level of income support must be sufficient to protect people from poverty and provide opportunity to participate in society. 

· It should be determined by use of an objective standard such as a budget standards model and should take account of differences in living costs arising from such things as –being single, a member of a couple or a lone parent, caring for children or adults,and housing, disability, employment, training or study costs.

3. The income support system should be founded on the principles of adequacy, fairness, clarity, transparency and certainty. 

· Simplicity should also be an objective but it should never compromise the principles above.

4.2
Design principles 

The design principles that should underpin Australia’s Social Security system should include the following:.
4. That the system be based on legislated, reviewable and transparent payments that are subject to parliamentary scrutiny. 

5. That the system be sufficiently flexible to take account of diverse individual and family needs and, in particular, the payment structure and payment levels should be flexible enough to meet the additional costs of such individual needs as, the costs of participation, study, training, disability, accommodation/housing, raising children and/or undertaking a caring role.

6. That participation requirements recognise differences in individual capacity and individual circumstances (eg caring for children and others).

7. That the system be as simple as possible and that unnecessary complexity be avoided. The key characteristics that should underpin the income support system are adequacy, fairness, clarity, transparency and certainty, (ie a legislated basis). These principles should receive the highest priority and should not be compromised by any simplification agenda. 

8. That the system generally be based on individual, rather than household resources. The current system of payment to individuals and couples strikes the right balance. Base rates of income support should not assume the sharing of income and/or expenses, or significant economies of scale, within non-couple households. 

9. That means testing of income and assets should protect, first and foremost, those in most need. Withdrawal or taper rates should not produce unfair high effective marginal tax rates or poverty traps and should always provide an incentive to earn. 

10. That all decisions in relation to rights and entitlements, responsibilities and obligations in the system be reviewable under a three tier system characterised by being internal and informal (ARO), external and informal (Social Security Appeals Tribunal), and external but formal (AAT).

11. That the system be administered by a government agency.

5.
Maintaining a categorical basis for Social Security payments

The National Welfare Rights Network (NWRN) supports a rationalisation, alignment and integration of some aspects of the income support system, to make it simpler and fairer, and to ensure that it better meets the needs of all Australians.

However, the NWRN has significant concerns with the concept of a “single workforce age payment” as we understand it. The only means of sustaining a fair, comprehensive and accessible Social Security system is for it to be underpinned by a legislated system of categories that recognise, respect and reflect the significant differences and capabilities of the different categories of income support recipient.

The current statutory provision of categories of Social Security payment based on distinct criteria means that any amendment to those categories and to the rights and responsibilities of recipients of a particular payment can only be made by statutory amendment with the full scrutiny of Parliament. 

In the absence of a statutory categorical system of entitlement, there would necessarily be a system of guidelines or regulations to determine the characteristics of a person’s payment. Without any such guidelines, provision would be arbitrary and inconsistent and people in largely similar circumstances could have different requirements and conditions depending on the particular Centrelink officers they encountered. An approved and transparent system for determining qualification and conditions of payment would become a hidden and discretionary process subject to change at the flick of pen. In an attempt to achieve fairness and consistency, it is inevitable that Departmental (even Ministerial) guidelines or regulations would emerge.

However, such guidelines would not carry with them the permanence and authority of legislation and would not be subject to the same degree of rigorous scrutiny and debate which legitimises other legislation. The categories of people to whom Social Security payments are made and the conditions that attach, constitute major social policy decisions. It would be unacceptable for such radical proposals as “participation” (or “activity” testing) for people with disabilities not to be subject to the highest form of scrutiny. Nor would it be acceptable for qualification requirements to be the subject of the frequent change that reducing them to the level of policy would permit. Yet the removal of qualification requirements from full parliamentary scrutiny and debate, which is inherent in this proposal, does both of these.

These concerns are amply demonstrated through the example of Special Benefit in the current system. 

Currently, qualification for Special Benefit is only loosely prescribed. Special Benefit can be granted to a person who does not qualify for another Social Security payment (usually by reason of residency status), who is unable to earn a sufficient livelihood by reason of age, health, domestic circumstances or any other reason. It is the most “flexible” payment. Not only is determining what constitutes a “sufficient livelihood” at the discretion of the Secretary of the Department of Family and Community Services, but so too are the situations which Centrelink staff can accept as being “unable to earn”.

While Special Benefit must retain its discretionary nature in order that full Social Security coverage be available, there goes with this a number of disadvantages and it does not follow that every other payment ought to share these disadvantages. For example, although we accept that Special Benefit must be a discretionary payment as it is the payment of last resort for a person who does not fall into any other payment category, the fact is that Centrelink staff are compelled to apply the arbitrary categories as determined by the Secretary’s policy in any event. This means that many of Welfare Rights Centre clients fall through the safety net that Special Benefit was intended by Parliament to provide. 

It is our submission that a reduction of payments to a single workforce age payment would not reduce the complexity of the Social Security system. It would simply move that complexity to a different level of decision making – departmental instead of parliamentary. It is also important to recognise that the primary source of complexity in the Social Security system is not its categorical payment base; there are only thirteen income support payments currently available. The complexity stems from the various waiting periods that can apply and from the different income and assets tests and other provisions that have arisen from decades of overly tight and mean targeting. These are addressed later in this submission.

Recommendation 1.

That a legislated categorical system of income support payments be maintained.

6.
Ensuring adequacy and addressing poverty

The fundamental goal of the Social Security system is the provision of adequate and accessible income support for all people with the right to reside in Australia who are without adequate means of support.

Until the inadequacy of current rates and waiting period issues are addressed, meeting the cost of undertaking effective job-seeking, training and education activities is difficult if not impossible – particularly for long-term unemployed people. 

Although the provision of opportunities for economic and social participation is not a fundamental objective of the Social Security income support system itself, it should nevertheless be designed and administered to maximise opportunities and incentives for recipients to gain access to community and employment services. Whilst such services are crucial to ensuring that people on income support have the opportunity for economic participation, they are and should remain distinct from income support provision. 

One of the key questions raised by the discussion paper is designed to ascertain whether there is support for a “single payment for people of workforce age”, with additional supplements for certain people in certain situations.  The central point this raises is the actual rate that a “single workforce age payment” would be. For instance, would it be set at allowance rates, or at pension rates? It is widely acknowledged that rates of payment for Youth Allowance, Austudy Payment and Special Benefit are inadequate, as are rates of income support for single people under 60 without children. Rates of payment for single unemployed people over 21 are currently $33 a week less than the rate paid to pensioners. Rates for Youth Allowance recipients are considerably lower, with some young people left with as little as $22 a day to meet their food, accommodation, transport and job search costs.

The historical arguments for maintaining a distinction between allowances as short term payments and pensions as payments for long periods are no longer valid. and given increasingly long periods of unemployment (with the average duration of receipt on allowances currently 145 weeks on payment), this distinction is no longer relevant.

Social Security payment rates for people of workforce age could be aligned to allowance rates, but this would result in many people being financially worse off and trapped on poverty levels of income support for long periods. It would be inadequate and unacceptable for a single payment rate to be established at the single adult level of Newstart Allowance and the NWRN would strenuously oppose any such move.

Recommendation 2.

That the Government reject any change to the Social Security system in Australia that would result in workforce age income support payments being set at the baseline of the current single adult rate of Newstart Allowance or lower.

Recommendation 3.

That the Government establish a timetable to gradually increase adult rates of Newstart Allowance to the rate of the pension.

Recommendation 4.

That a timetable be established to increase rates of Youth Allowance and Austudy Payment to adult rates of Newstart Allowance.

7. Towards a common platform of entitlement to Social Security payments.

7.1
Balancing risks and responsibilities.

The experience of NWRN members is that too often vulnerable people are denied access to income support because they are either discouraged by Centrelink from testing their eligibility through submitting a claim form, or, where they are successful in lodging a claim for payment, they are denied payment because they have claimed the wrong payment.

Social Security recipients are placed in the unenviable position of being expected to know not only what payments they may be eligible for, but also the myriad of other factors which could impact on their eligibility. It is unreasonable to expect people to be knowledgeable about potential entitlements. This problematic area of Social Security administration was the subject of an own motion investigation by the Commonwealth Ombudsman in 1998.
 The major findings of this investigation were that Social Security recipients were facing an unreasonable and increasing level of risk and that many people were not receiving their correct entitlements.

Given the importance of this issue, it is worth re-visiting the concerns of the Ombudsman, as set out in the report:

“The legislative and procedural system which agencies such as Centrelink operate in implementing income support legislation requires customers to take a high level of responsibility for knowing what form of assistance is appropriate to claim, and when to question or seek review of a decision. The system transfers an unreasonably high level of risk to the customer, who is often least able to manage that risk.

“One of the major factors contributing to the high level of risk borne by customers is the quality of information about decisions and entitlements, as well as about the way the system relating to claims, decisions and review rights operates. The provision of adequate information about possible entitlements, about the basis of decisions and about review rights is crucial for the customer to be reasonably equipped to deal with the system.

“In our view, there is a marked inequity in the level of safeguards provided to customers having to deal with a welfare system based on 'self-assessment' principles, or requiring the high level of vigilance it does. There is a need to achieve a greater balance in the risks and responsibilities taken by the service delivery agency, compared to those taken by its customers, in the system it operates.”

7.2 A common claim form and entry point.

To address this significant problem, we propose that a single entry point for all Social Security payments be introduced as a matter of priority (see Appendix 1 for basic eligibility and activity requirements for the main workforce age payments). All people would be entitled to claim Social Security on a common claim form and through this to establish their eligibility for Social Security. After this, recipients would be streamed into a legislated category that would determine such matters as the appropriate activity or participation requirements, the relevant income testing provisions and the entitlements to additional or supplementary payments (such as Pharmaceutical Allowance, Rent Assistance, Disability Allowance or a general Participation Allowance). 

Technological solutions and advances should be utilised to facilitate the introduction of a common claim form, as a gateway or entry point to entitlements. Information and experience obtained from the development of “the Edge” program, an interactive computer-based program to determine Family Tax Benefit entitlements, could be used in the development of a common claim form. 

A common claim form would establish a person's entitlement for a Social Security payment under Australian legislation. This would provide entry into a common Social Security platform.

However, in order to avoid the problems raised previously in this submission, we believe strongly that it is essential to retain legislated categories to determine entitlements and responsibilities in relation to activity requirements, income tests and additional or supplementary payments. 

A common claim form would go along way towards addressing the problems identified by the Ombudsman’s Report, and towards making it easier and less risky for people whose circumstances change and who currently are required to transfer to another payment. Changed circumstances that do not remove one’s eligibility for Social Security but which only go to the issue of what activity requirements or income test apply, would not warrant a new claim and would remove many of the large debts that currently result (see section 8). It could also lead to a reduction in the level of appeals against incorrect Social Security decisions and reduce the financial cost that is currently borne by recipients that often results from the limited ability to obtain compensation for defective administration.

Recommendation 5.

That the Department of Family and Community Services, as a matter of priority, develop a common entry point, and a common claim form, for all Social Security payments.

8.
Reducing Centrelink debts through a simpler and fairer system

8.1
Debts that should not be debts

One significant problem for many people on Social Security is the debt that results from receiving one Social Security payment when they were entitled to receive another payment. A single entry point to get into the Social Security system through a common claim form may assist to address this problem, however, there is an urgent need for reform to Centrelink policies in relation to how debts are raised in the first place.

Centrelink administers an extraordinary number of payment types to millions of people from a wide range of backgrounds.  It is hardly surprising then that there are people in the community who are not receiving the most appropriate payment for their particular circumstances.  These are people who are entitled to a Social Security payment, but may not be strictly entitled to the payment they are actually receiving.  

When Centrelink finds out that a person is receiving the wrong payment, it will usually transfer the person to the appropriate payment.  However, Centrelink will also raise a debt for the period during which the person was receiving the wrong payment.  Most people in the community would expect that Centrelink would deduct from the debt (the amount received whilst on the wrong payment) any payment that the person would have been entitled to from the other payment during the debt period.  

This, however, does not happen.  Centrelink usually raises the entire amount paid to the person as a debt, even though the person would have been eligibile for another Social Security payment during that period, often paid at the same rate.  This means that the Government is, in effect, recovering money for which it would have been liable had the person been aware of the correct payment type.  The Government is recovering money when it is not even out of pocket.

Social Security legislation limits the circumstances in which the Commonwealth’s right to recover debts can be “waived” on the basis of a person’s “notional entitlement to another payment” during the period in which the debt was incurred.  The Social Security Act allows for waiver where a person, or their partner, had an unclaimed right to Family Payment, Family Allowance, Parenting Allowance or Parenting Payment during the debt period.

The Act is of no assistance to people who may have had a notional entitlement to a payment other than the four payments mentioned above.  The only avenue for taking into account notional entitlements to other payments is to ask that recovery of the debt be waived because of any “special circumstances” that may apply to a particular person’s case.  However, to use the “special circumstances” provision, the person needs to prove that the debt was not incurred “knowingly”, that his or her overall situation constitutes “special circumstances” and that it is more appropriate to “waive” rather than “write off” the debt.  

However, those who cannot satisfy the “special circumstances” criteria (and very few people can) are still left with a debt.  

8.2
Casestudy: John

John is an ABSTUDY recipient, who has ceased studying, and is looking for work.  He did not advise Centrelink that he was no longer in full-time study but had notified the welfare worker at TAFE that he had stopped studying. Even though he would have been entitled to Youth Allowance after he ceased studies, this was not taken into account when an ABSTUDY debt was raised from the date he stopped studying.  John’s debt won’t be waived under “special circumstances”, even if his overall circumstances were “special”, because he had failed to advise Centrelink of the cessation of his studies, and this is regarded as “knowingly” failing to comply with the Act.   

The Commonwealth is not out of pocket in these circumstances, yet John must still pay back the entire debt.  And therein lies the unfairness in John’s case, as in many other cases - the Commonwealth is asking to be paid back money it would have been obliged to pay had John simply lodged a claim for Youth Allowance.  John, on the other hand, is in effect without any income support at all during the relevant period.  

Surely a decision maker’s priority when raising a Social Security debt ought to be whether or not the Commonwealth is in fact out of pocket as a result of the debtor’s “non-compliance” with the Act.  If the Commonwealth is not out of pocket, then there is little justification for applying additional criteria to determine whether regard can be had to the person’s notional entitlements to another Social Security payment.

Recommendation 6.

That Centrelink cease to raise a debt against a person who would have had an entitlement to another Social Security payment.

Recommendation 7.

That the Social Security system be redesigned to provide a common entitlement platform so as to eliminate debts arising from a change of circumstances that do not affect basic entitlement.

9.
A fairer regime of participation requirements

9.1
Counter productive punishment regime cannot be extended

For many years Australia’s system of income support has been underpinned by an expectation that where an individual has an ability to take part in paid work, they should meet a set of activity requirements in order to remain eligible for income support. Over the past year this notion of activity requirements has been extended to affect a wider range of recipients, including some parents, mature age unemployed people, Special Benefit recipients and Temporary Protection Visa holders.

At the most basic level, these requirements are embodied in activity tests that currently apply to unemployed Youth and Newstart Allowance recipients. We have always supported this approach, provided that the requirements are not unreasonable, that unfair or punitive measures are not imposed on those who could not meet the required activity, and that a range of support programs, such as training or labour market assistance programs, are available to recipients. 

In recent years, under the populist but misleading heading of “mutual obligation”, there has been a significant increase in the level and range of activity requirements imposed on unemployed people. At the same time, people who were judged to be not meeting their obligations have been subjected to a harsh and counter-productive penalty system that focused rather mindlessly on punishment rather than encouraging compliance. The financial penalties ranged from partial (18% - 24%) withdrawal of payment for an extraordinary six months, to a non-payment penalty period where a person loses all income support for eight weeks.

The National Welfare Rights Network, along with a wide range of community organisations, has been a fierce critic of this Social Security penalty system, which since 1996 has ripped over $1 billion from the pockets of unemployed Australians. The failings and unfairness of the Social Security penalty regime have been well documented by three major inquiries in recent years, including the Senate Inquiry into Social Security Penalties, the Independent Review of Penalties and Breaches in the Social Security System (the Pearce Report) and a recent investigation by the Office of the Commonwealth Ombudsman.

Data obtained by the Welfare Rights Centre, Sydney under Freedom of Information legislation relating to breaches imposed in 2001-02 found that breaches and penalties had a particularly heavy and disproportionate impact on young people, particularly young males. The figures speak for themselves:

· one in four breaches was imposed on young people between 21 and 25.

· almost half (49.7%) of all activity test breaches were imposed on people under 25; and

· three out of five (60.5%) of all administrative breaches are imposed on people under 25.

During the same period around 15% of all activity test breaches were for a third breach, where a person lost all income support for eight weeks – a punishment far out of proportion to the “offence”.

9.2
Some changes to be introduced.

The passage of the Australians Working Together legislation brought some limited relief for unemployed people.

With some exceptions, the 26 week penalty for a first activity test breach and 13 week penalty for an administrative breach can be reduced to eight weeks where a jobseeker subsequently complies with the activity requirement at the first available opportunity within eight weeks (plus the new 14 day penalty notice period) where this is possible.

The changes outlined above reduce the penalty for an unemployed person for a first activity test breach from 26 weeks to eight weeks or from $890 to $275 (Newstart), where a person complies within eight (or 10 including the notification period) weeks.  

Where it is not possible to comply for reasons the Secretary accepts are beyond the jobseeker’s control, then a reduction to eight weeks is also available.

For Newstart and Youth Allowance recipients, the new penalty reduction applies only to the first breach (of any kind).

As far as administrative breaches go, 85% of all administrative breaches are first breaches, so, potentially, 85% of all administrative breaches could be reduced.

We estimate that some 80,000 (and possibly up to 100,000) of the 150,000 likely breaches in the first 12 months of the new penalty system could face an eight week (reduced) penalty instead of either a 26 week or 13 week rate reduction penalty. 

We note that the 2003-04 Ministerial Portfolio Statements for 2003-04 estimate that 80% of all people who face a first breach will only face an eight week penalty reduction period, leading to additional outlays of $53 million – that is, $53 million that will now remain in the hands of Australia’s unemployed people.

9.3
Further changes required.

Despite these positive changes, there is still the need for further reform to the penalties system in order to further orient the system towords compliance, reduce complexity and, fundamentally, make the compliance system fairer.

In addition to providing the option for some first breaches to be reduced to eight weeks, the AWT legislation will, from September 2003, bring some parents, Special Benefit recipients and mature age unemployed people into the breaching net for the first time. While the penalty system has been extended to new groups, the legislation also contained a series of safeguards that were aimed at providing partial protection for parents and older unemployed people from the full force of the unemployed people penalties regime.
As part of the changes to the penalty system, the Government agreed to establish a Breaches Review Taskforce that will be charged with monitoring the implementation of the extension of breaches to new groups of income support recipients and examine the overall fairness of the penalty system.

As part of this review process, the NWRN will be seeking to complete the unfinished business of making the compliance and penalty system both fairer and simpler.

We note with some irony that, largely as a result of the beneficial AWT penalty amendments to take effect in September, the penalty system has become increasingly complex and cumbersome, and is difficult for recipients and Centrelink staff to understand and apply fairly – even more so after September. The procedures for breaching and the penalty imposed will vary significantly depending on the type of payment and the reason for the breach. Restoration of payment and back payment of penalty amounts will also vary according to payment type, age and whether the breach was a first, second or third breach. Holders of Temporary Protection Visas - one of the most vulnerable groups in the Australian community, are also subject to the breach and penalty system. 

We believe that common sense should prevail, and that significant moves be taken to standardise and rationalise the Social Security penalty system, using the beneficial approach available to parents, as a model for further simplification.  

Recommendation 8.

That breach penalties should not escalate for a second or third breach.

Recommendation 9.

That the Breaches Review Taskforce to be established by the Department of Family and Community Services develop a series of measures aimed at simplifying the penalties and breaches system and making it fairer.

10.
Participation requirements for people with disabilities

10.1
Focusing on ability and opportunity. 

The discussion paper recognises that some groups in the community, which may include carers and some people with disabilities, will be unable to satisfy participation requirements. It must be recognised that in our society, people with disabilities expect to be able to have access to the same opportunities for involvement and economic and social participation that are available to people without disabilities. As some people with disabilities say themselves, they would much rather that people focus on their abilities and the things that they can achieve, rather than focus excesssively on their disability.  Many people with significant and seemingly profound disabilities want to and can undertake employment, while others with largely hidden episodic and recurring periods of mental illness and psychiatric disability would find such activities particularly stressful and likely to place their health at risk.

The structure of the Disability Support Pension, with its less harsh income free area and withdrawal rate of 40 cents in the dollar, along with non-taxable status, is recognition of the reality that many people with a disability want to be, and are involved, in paid employment albeit part-time and often low paid.

In addition, a range of measures have been introduced to assist integration into work or study, including education and employment-related payments or the provision that a person be able to continue to be eligible for the Pensioner Concession Card for 12 months after they became ineligible for the Disability Support Pension. (Regretably, poor promotion of these positive benefits acts to limit their effectiveness in terms of providing assistance, security and an incentive to attempt to enter or re-enter the workforce.)

Disability organisations say that the cost of disability is a significant barrier to employment, as are the availability of adequately funded employment, training and rehabilitation programs and employer d discrimination. Inadequate resources often leads to the exclusion of people with disabilities who have the ability and desire to work.

In order to provide the security necessary and to maximisethe potential of and opportunities for people with disabilities, the questions that need to be addressed include: 

· What sort of participation requirements, if any, should be required of people with disabilities? 

· Should they be mandatory or voluntary? 

· What types of penalties should be imposed if participation is not maintained? 

· What sorts of service guarantees and opportunities should be made available to encourage people with disabilities to participate in employment?

Before discussing these important questions, we should make it clear that the NWRN opposes the imposition of any blanket requirements that would compel people with disabilities to undertake paid employment. 

We also oppose the Government’s current simplistic and ill-considered plans to address serious policy deficiencies in relation to people with disabilities in the Social Security system by simply cutting DSP eligibility.

10.2
Voluntary agreements and appropriate resources

Consideration, however, could be given to the introduction of flexible participation agreements between Centrelink and people with disabilities where a person:  

· has an acknowledged ability to work; 

· is judged to be capable of working, and 

· freely enters into an agreement. 

The decision concerning ability to work must be made on an individual basis by an appropriately constituted panel, in consultation with the person and must not rely solely or significantly on Centrelink determinations regarding a person's “capacity to work”.

The current Social Security penalty system should not be extended to people with disabilities. If it were judged that some sanctions were necessary, the sanction could be in the form of loss of access to resources or programs that would assist with an individual’s participation activities. Of course, any decisions to remove or partially withdraw services or assistance, could only be made after a considered assessment of the circumstances of a person’s non-compliance. In some situations, it may be reasonable to impose a waiting period for access to support services, if the imposition of a penalty was warranted.

We would only consider it appropriate to embark on this course if a number of conditions were met:

· a person in an acknowledged disability category should not be coerced into negotiating a participation agreement - any such agreement must be entered into on a voluntary basis;

· there would be no direct financial penalty for “non-compliance” with an agreement and all decisions to apply any other form of sanction for “non-compliance” must be appealable;

· the Federal Government must guarantee the provision of significant and substantial resources to train, rehabilitate and /or fund employment places and specialist programs for people with disabilities; 

· any agreement should be reviewable and able to pass a high standard of “reasonableness” test; 

· a series of well-funded, independently evaluated pilot programs should be established to determine under what circumstances voluntary participation agreements could be introduced, the range of sanctions that could apply and what guidelines need to be developed for their use.

Recommendation 10.

That a Taskforce including community representatives, Centrelink, FaCS and DEWR be established to develop pilot programs and to provide recommendations to the Minister for Family and Community Services about how a system of voluntary participation agreements could meet the desires and needs of people with disabilities who want to undertake paid employment or other voluntary study or training opportunities.

11.
Base rates of payment

11.1
Relationship status and living arrangements.

The discussion paper seeks comment on whether base rates of Social Security payments for people of “working age” should vary according to relationship status, living arrangements, neither, or both. Currently payment rates vary depending on payment type and whether a person is single or a member of a couple, though as pointed out in the discussion paper, payment rates vary across payment types.

We can see no rational basis for moving from the current arrangements in relation to relationship status and living arrangements, as we believe that they strike the right balance.

Any move towards the introduction of a “sharers” rate across the system of income support payments is not supported as it is likely to lead to unfair and inequitable treatment where non-related, non-coupled individuals are assumed to be supporting each other and receiving (undefined and unmeasurable) benefits from so called “economies of scale” that are deemed to exist between couples sharing their resources in a household.

Furthermore, we are concerned that should a “sharers” rate be introduced, it would have a disproportionate and negative impact on single young people and adult unemployed people, whose rates of payment are currently significantly lower than those in receipt of a pension payment.

11.2
Single people living alone.

That said, we recognise the difficult financial circumstances faced by single people living alone, especially when they are trapped in the private rental market and paying a significant proportion of their income in rent.

To address this problem we believe that it would be timely to re-visit the recommendation of the 1988 Social Security Review which proposed payment of an additional income support supplement to single people living alone private rent market.

Recommendation 11.

That basic rates of income support payments for unrelated individuals should not be based on living arrangements but should be sufficient by themselves to protect people from poverty and enable them to live decently.

12.
Poverty traps and high Effective Marginal Tax Rates

12.1
Address the unfairness of high EMTR’s 

The discussion paper points out that high Effective Marginal Tax Rates (EMTR’s) are faced by many people receiving Social Security payments. The combination of both income tax and Social Security withdrawal rates mean that many people receiving income support payments pay have EMTR’s that are far higher than those paid by high income earners. The current arrangements are patently unfair and inequitable and must be reformed –whether or not there is conclusive evidence of any disincentive effect. 

When tax/ withdrawal rates “stack up” on top of each other, such as when each extra dollar earned produces a reduction of Youth Allowance at the same time as a reduction of Family Tax Benefit, the high EMTR’s within the Social Security system are particularly harsh and unfair. Essentially, families are being triple taxed on the receipt of additional income, with the Social Security system having two bites of the cherry – through reducing both Youth Allowance and Family Tax Benefit.

The NWRN supports the recommendations made by ACOSS in its submission in relation to reforms to reduce high EMTR’s and urges the review to consider options for reform that would remove the unfairness within the current system.

12.2
Income tests and adequacy 

However, we do not see the need to have all income tests standardised as the circumstances and needs of, and opportunities facing, people in different categories (see section 7) are quite different and warrant different income testing regimes. For instance, it may only be appropriate or possible for a sole parent and person with a significant level of disability to seek part-time work, in which case the income test should be more like the one currently applying to pensions, with a larger free area and a less harsh withdrawal rate than for someone seeking full-time work.

In our view, the level of adequacy of the payment is a far more important issue than the withdrawal rate on additional income. Increasing rates should take priority over reducing income test withdrawal rates.

That said, the most iniquitous and unfair withdrawal rates faced by people on Special Benefit, who have no income free area and a dollar withdrawal rate, must be urgently reformed. With such a significant loss of income due to earnings, it is of little surprise that the 2003-04 Ministerial Budget Portfolio Statements indicate that only 1.2 percent of Special Benefit recipients receive any income from earnings.

Recommendation 12.

That the Department of Family and Community Services change its current policy in relation to the Special Benefit income test to apply the general Allowance income test.

Recommendation 13.

That the loss of Social Security benefits from the double and triple counting of income in situations where withdrawal rates “stack up” on top of each other be recognised as priority area for reform by the Department of Family and Community Services.

12.3
Income test discrimination

The principles underpinning the operation of income testing are different where at least one member of an income support couple is in receipt of a pension compared to where both receive an Allowance. 

· Where both members of a couple receive a pension and one person receives income from earnings, then the income is split evenly and both rates of pension are reduced by the same amount. 

· Where the couple receives a pension and an allowance and one person receives income from earnings, the income is divided in two and then applied to each under their respective pension or allowance income test.

· Where both partners receive an allowance and one person receives income from earnings, then the allowance of the person with earnings is reduced to nil before any excess income is applied to the allowance of the other member of the couple. 

When these allowance /allowance rules were introduced, the explanation given was that they would help the person who didn’t work in the fortnight as they might still receive the maximum rate of allowance (depending on how much the partner earned).  It was said that this ensured everyone got money for the fortnight. 

However this logic has not been applied in situations where one or both members are in receipt of a pension. 

Recommendation 14.

That the principles underpinning the income testing of couples should be the same regardless of what Social Security payment each member of the couple receives, such that where one member of the couple earns income, that income should be applied first to their own payment with only any excess income being applied to the other member of the couple.

13.
Simplification starts with current gaps and anomalies. 

13.1
The cause of and solution to complexity.

For many years, successive Governments have committed themselves to the cause of “simplification of the Social Security system”. The latest discussion paper continues this theoretical commitment with the inclusion of the aim of “a simpler system” in its title, ahead of any similar commitment to “a fairer system,” which is missing from the title. Yet despite this constant rhetorical commitment, the same successive Governments have brought down Budget after Budget in which Social Security targeting, and its concomitant complexity, is raised to new heights. Complexity is not necessarily a problem where it is necessary to achieve greater fairness and where it can be kept behind the counter at Centrelink and away from Social Security recipients. It becomes a major problem however where it is introduced to constantly target payments and conditions ever tighter and tighter. The system is now riddled with the results of these practices to the point where some major revisions and rationalisations are necessary. These can and should be undertaken regardless of what happens in relation to a “common workforce age payment” – which in itself is unlikely to produce any major simplification. Indeed, as has been the case with Youth Allowance, it could in fact lead to significant increased complexity, depending on the motivation and attitude of the Government.

A good example of targeting leading to complexity can be found in the approach to investment income in the 80’s and early 90’s. This example also provides a good pointer to the solution.

The desire of the Government to track down every dollar earned from investments lead to a ridiculously complex and difficult to administer system of assessing income from a multiplicity of different funds and investment vehicles. All this was swept away with the introduction of a “fair enough” or “rough enough” system of averaging through deeming. The Government may not get to count every dollar of individual investment income, but the system probably produces more income than its predecessor and has certainly produced a massive simplification.

There is a very valuable lesson to be learned here. The Government must be prepared to target less, go for consistency, and use average approaches where possible.

The issue of breaches and penalties provides another good example. As a result of the beneficial amendments introduced in the AWT legislation, there are now multiple provisions and requirements and penalties which, in the end, do little to achieve compliance but are massively complex and difficult to administer. This too could be swept away with an averaging approach and one, consistent set of rules.

Outlined below is a whole series of other inconsistencies, gaps and anomalies in the present system. We propose a series of recommendations to address these gaps and problem areas which would lead to a strengthening of the Social Security safety net and lead to a vastly simpler, fairer and coherent system. It is on these issues that the simplification energy should be concentrated.

13.2
Waiting periods 

Before people can receive Social Security payments, many face complex, unreasonably harsh and punitive waiting periods that must be served before they can access income support (see Appendix 2 for a full list of payments and rates separated into payments with and without waiting periods). Depending on a person's situation, a waiting period can range in duration from 1 to 104 weeks. Some recipients face an incredibly tough liquid assets test, where the existence of assets of less than $400 makes them unable to receive any payment whatsoever. The various waiting periods can overlap and are imposed in tandem with income and assets testing. 

These waiting periods add a significant layer of complexity to the Social Security system, unfairly penalise those people who have been able to accumulate a modest level of resources during periods of employment and fail to take account of the close-to-Poverty Line, residual nature of the Australian system which leaves very little capacity to meet “lumpy” or emergency or infrastructure costs. 

There is a strong case for rationalising the current waiting periods, to remove savings disincentives, to simplify the myriad of complex provisions, and to reduce the unfair and punishing impact which drives vulnerable people deeper into poverty.

The advantages of rationalising the current system of waiting and preclusion periods include:

· minimising poverty traps that arise from people losing much of their financial resources before they can obtain Social Security payments, and the associated loss of housing, motor vehicles and social contacts. All of these are important for quick re-entry into the labour market;

· encouraging self-provision and savings as people are not immediately punished if they manage to attain savings;

· encouraging contact with the labour market and rehabilitation or retraining assistance, because a person would be entitled to payments sooner and job search assistance is usually prioritised to people in receipt of payments. 

The current situation means that those people in receipt of allowances (eg unemployed people) are subject to waiting or preclusion periods such as the ordinary waiting period, the liquid assets test, an income maintenance period, or a seasonal work preclusion period. Recipients must diminish their resources before they can receive income support, even where they could be in receipt of a Social Security payment for many years, and may eventually be transferred to an Age Pension.   

Casestudy: Mark

Mark, a 63 year old man was recently retrenched from employment as a coal miner and received around $20,000 in payouts, some of which represented 55 weeks accumulated annual and long service leave. He is not yet of Age Pension age and does not have a disability so cannot claim DSP. He must therefore claim NSA and hence must serve a liquid assets waiting period of 13 weeks plus an ordinary waiting period of one week. Furthermore, he is subject to an income maintenance period of 55 weeks served concurrently with his liquid assets waiting period.  Whilst he is not in receipt of payment, he is using up his resources and can only access limited Government assistance for retraining.

However, if Mark had been retrenched at 65, he would not have had to wait 55 weeks to receive payment, as there are no such waiting periods for Age Pension.  

It is hard to understand the equity in the situations described above. In both there is an expectation that the person could be in receipt of Social Security for a lengthy period in which case they would need their resources as a buffer against unexpected emergencies and to supplement their low income support payments over the long years of retirement that lay ahead.

At the very least, the complex, over targeted array of waiting periods should be averaged and rationalised into one income related formula with a consistent set of age and circumstance related exemptions.

Rationalising and reducing the severity of waiting periods would not only produce substantial administrative savings but other long-term savings are likely to accrue from allowing people to maintain a financial buffer at the time of transition or crisis. This is particularly the case for people over 50 who face acknowledged barriers to obtaining employment in later years.

Recommendation 15.

That the complex and over targeted array of waiting periods be averaged and rationalised into one income related formula with a consistent set of age and circumstance related exemptions.

13.3
Newly arrived residents and skilled migrants

Migrants who arrive in Australia are currently subjected to a two year newly arrived residents waiting period before they can receive a Social Security payment, unless they can establish that they are in “financial hardship” because of a “substantial change of circumstances”. The problems experienced by newly arrived residents and the social and economic exclusion that results from this waiting period have been well documented. This exclusion imposes significant financial hardship on the most vulnerable adult migrants and their children and is counterproductive. Far too many migrants are missing out on the essential assistance and support they need to integrate and establish themselves in the critical first 12 months. As a result, they eventually end up on Social Security for long periods once they do qualify.

Recommendation 16.

That the qualification criteria for Special Benefit be the same for all permanent residents regardless of whether or not they are newly arrived residents. 

There may be a case for making a distinction between the various groups of newly arrived residents.  We believe that there is a strong and compelling argument that the two-year waiting period should not apply to people who come to Australia on the basis of our skilled migration program.  We have not paid for their education or training, we provide them with a visa on the basis that we need their skills, yet offer no assistance in terms of Social Security on arrival. If they do get work and save some money, but then become ill or are retrenched, they cannot get Special Benefit as they don’t satisfy the short term available funds test. 

Recommendation 17.

That newly arrived residents who come to Australia on the basis of the skilled migration program should not be subject to a two year waiting period.

13.4
New Zealand Social Security Agreement.

New Zealand citizens are able to live and work in Australia for as long as they like, without having to acquire a “permanent residence visa”. However, changes to Social Security legislation mean that most New Zealand citizens are no longer eligible for the majority of Social Security payments (including Special Benefit) unless they are a “protected special category visa holder”, or the holder of a “permanent residence visa”. 

The changes mean that New Zealand citizens who were resident in Australia on 26 February 2001, or who were temporarily absent from Australia on 26 February 2001 but had lived in Australia for a total period of at least twelve months in the two years prior to that date, are regarded as “protected special category visa holders”.  People in this category may still be able to access a range of Social Security payments, including Special Benefit (subject to certain conditions). 

However, New Zealanders who have lived for significant periods of time in Australia but who do not satisfy the above criteria will have to obtain a “permanent residence visa” to receive most Social Security payments.  Notwithstanding the fact that a New Zealander may have spent their formative years in Australia and maintained close connections with Australia, if they happened to be outside Australia on the magical date, they may well find that in the event of a return to Australia, their position with respect to entitlement to Social Security payments has not been preserved. Such a harsh outcome cannot be justified.

Even if their circumstances change such that they face destitution, New Zealanders who are subject to the new rules will not even be eligible for Special Benefit, unlike other newly arrived residents. This means that a New Zealander who arrives in Australia after the changes, is employed and pays tax here, and is later retrenched due to a downturn in the economy, will not be able to obtain Special Benefit. 

In noting this situation, the Administrative Appeals Tribunal (AAT) in the decision of Filipovski and Secretary, Department of Family and Community Services, was of the view that it was harsh and hard to understand why New Zealanders are precluded from obtaining Special Benefit even if there has been a “substantial change of circumstances beyond their control” but that the Social Security law provides relief to other newly arrived residents in those same circumstances. The AAT expressed concern about the complexity of the legislation and that no provision existed in the law that gave any discretion to provide relief to New Zealand citizens affected by the changes, and directed that copies of the decision be sent to the Secretary of the Department of Family and Community Services, the Chief Executive Officer of Centrelink and to the Ombudsman.

Recommendation 18.
That legislation be introduced by the Federal Government to standardise and simplify residency requirements.

Recommendation 19.
That legislation be amended to enable New Zealand citizens access to Special Benefit where they have experienced a “substantial change in circumstances beyond their control”. 

Recommendation 20.
That the Federal Government review its position with regard to New Zealand citizens with a view to introducing a category of “protected special category visa holders” for those who have lived in Australia for a cumulative period of at least three years prior to 26 February 2001.

13.5
Compensation preclusion periods and the GST anomaly 

Casestudy: Brian

Brian was working as a labourer when he injured his back at work.  The injury left him unable to do that type of work and he supported himself through weekly compensation payments until he received a compensation lump sum payment of $40,000, in 1998.  Under the compensation provisions of the Social Security Act, Brian was subject to a compensation preclusion period of 48 weeks.  This meant that until the end of the compensation preclusion period, Brian was precluded from receiving Social Security (however Family Tax Benefit can be paid during a compensation preclusion period).  During the preclusion period he had to support himself from his compensation lump sum payment (if a person has “special circumstances” however, the compensation period may be reduced).

However, had Brian received the compensation lump sum payment before March 1997, his preclusion period would have been about 30 weeks.  And had he had received it after 1 July 2001, the preclusion period would have been 36 weeks. 

The compensation preclusion period is calculated either on the basis of the amount specified for lost earning capacity in the judgement where an award of compensation is made by verdict of a court, or by applying a formula to the gross amount a person receives under a settlement agreement. The formula basically treats 50% of the gross settlement as compensation for lost earning capacity.

This 50% of the lump sum payment is then divided by a figure to give the number of weeks (or years) that a person is precluded from receiving Social Security. 

Before March 1997 the figure used as the divisor amount was male average weekly earnings (at the time, about $650 per week). 

In March 1997, the rules changed so that the divisor amount became the amount of income that would reduce a person’s pension payment to nil (this is known as the “pension cut-off figure”).  In March 1997, the pension cut-off figure, for a single person, was $410 per fortnight.  

From 1 July 2000, the pension income test cut-off figure was substantially increased as part of the GST compensation package. At present a single person’s pension is not cut off until they earn about $550 per fortnight.  

The effect is that people receiving compensation payments between March 1997 and July 2000 have much longer preclusion periods than those receiving compensation before March 1997 and after July 2000.  For example, a person with a preclusion period of nine years under the March 1997 to July 2000 formula would serve two years less under the new formula.

Yet these same people have to make their compensation last in the face of the increased cost of living due to the GST for which other pensioners were compensated.

The blatant unfairness and unnecessary complexity which has resulted from these changes warrants the immediate introduction of a policy by the Federal Government to assist people who are currently serving excessively lengthy compensation preclusion periods solely as a result of being subject to the harsher rules which applied between March 1997 and July 2001. 

Other elements of unfairness also arise which affect all recipients of compensation lump sum settlements.  The compensation money ought to have permitted a standard of living commensurate with the person’s pre-injury life. Yet the formula is based on the person adapting to life as a pensioner despite the fact that they may have prior financial commitments or disabilities which require greater expenditure. These people often run out of money before the preclusion period ends.

In other cases, prudent compensation recipients seek to secure their housing. Often they may purchase a home or pay off a mortgage. However, if they do so and leave themselves short for the remainder of the preclusion period, they will be unable to access a Social Security payment unless some other special circumstance arises. Special circumstances are only found in a small number of cases. The 50% formula usually sets the preclusion period at a length which would prevent home ownership. 

Recommendation 21.
That the Social Security Act be amended so as to remove the unfairness of the March 1997 to July 2001 preclusion period calculations. 

13.6
Youth Allowance

This section, including Appendix 3, chronicles a range of serious problems that confront young people seeking to survive on low rates of Youth Allowance and demonstrates that not all that is done in the name of simplification actually results in simplification. 

Not only are rates of Youth Allowance too low to live decently, but low rates of payment are forcing young people to take out Advance Payments, meaning that they struggle to survive on payments significantly below the Poverty Line. Young people are discriminated against when it comes to the indexation of their payments, as they are only indexed once a year. In addition, the austere Parental Income Test for Youth Allowance assumes levels of support that are not always available, an unnaturally defines young people as dependent on family income in many situations, until they reach 25 (for students). In addition, a complex series of tests must be satisfied before a young person can receive the independent rate of Youth Allowance.

The Youth Allowance system has also ushered in a series of new complexities, in relation to dependent and independent criteria, with different rates of payment for people at home and living away from home, and according to their age and circumstances. 

As set out in Appendix 3, there are now 16 different rates of payment for young people under 21, with variations according to age, family status, living arrangements, activity arrangements and previous situation.

13.7
Bereavement Payments

Another good example of unnecessary and seemingly pointless complexity is in the area of bereavement payments. Only limited financial support is available to a person when their spouse or dependent dies, however the payment options are very complex. There are also a range of gaps and omissions in the system of bereavement payments. These gaps need to be rectified so that assistance is available to low income Australians in a simple, fair and consistent way at times of bereavement. There are no reasonable answers to why a standard bereavement payment is not available to both pensioners and allowees.

Perhaps the most glaring problem is the limited level of support available to single Social Security recipients who die with little on no income or assets and are forced to rely on the goodwill of others to meet their burial costs, or worse still, the ignominy of a pauper funeral.

Despite general concerns that have been raised over the high costs of funerals, and, even though the stated intention is not to cover funeral costs, there is no doubt that in reality many people use the payment to supplement funeral expenses. The Department of Veteran's Affairs provides a lump sum payment of $500 to help meet funeral costs, yet very minimal support is available from Centrelink to meet funeral costs in emergency situations. Families may have to bury their loved ones on credit cards, seek time payment from funeral directors (an option often difficult to negotiate), or if in a destitute situation, be buried in a paupers grave. 

The rules are very complex and different for each payment type. The general rules which apply to allowances, pensions and Carer Payment are described below.

There a two kinds of bereavement assistance:

· a lump sum payment equivalent to 14 weeks of the payment the person was receiving before the death. It is intended to help meet expenses while the partner or carer adjusts to their changed circumstances. To receive the lump sum the person must notify Centrelink of the death within four weeks. The payment will be made in installments if notification is given more than four weeks after the death;

or

· continuation of the person’s Social Security payment for 14 weeks although the death of the person results in the person ceasing to qualify for their payment (eg death of a child or caree). 

Unless otherwise stated, the bereavement period covers the 14 weeks immediately after the death has occurred. Centrelink needs to be notified as soon as possible of a death to avoid a debt arising.

There is a range of inconsistencies in relation to the payment of bereavement payments. If a single person in receipt of a pension dies, one further payment is made to their bank account or the estate.

However, an allowance paid to a single person is only paid to the date of death. This is unfair, as costs associated with the death of a pensioner of allowance recipient are exactly the same. 

Bereavement Payment is only paid to people receiving a Social Security allowance, (including Special Benefit and Parenting Payment) where they have been a “long term Social Security recipient” and the deceased partner was a “long term Social Security recipient” or receiving a pension. A “long term Social Security recipient” is a person who:

· has received a Social Security payment for at least 52 weeks prior to the death; and

· has received a Social Security payment for at least 46 weeks of the last 52 weeks.

It is unfair and unnecessarily complex to deny Bereavement Payment where a person has been off payment for more than six weeks over the previous year.

More broadly, as a general principle there is no rationale for denying Bereavement Payment to the grieving wife of a 59 year old man on Newstart Allowance whilst paying it to a women who happens to be just a few years older and on Age Pension.

Recommendation 22.

That bereavement payments for pensions and allowances be standardised.

Recommendation 23.

That those bereavement payments available to pensioner recipients be extended to allowance recipients.

Recommendation 24.

That a payment to assist with funeral costs for pensioners and allowees who die without means be introduced.

14.
Additional costs and supplements

The discussion paper seeks comment on the additional benefits provided through the income support system to assist people on low incomes with expenditure on housing, the costs of disability, medications, transport and other living costs.

We propose a series of reforms in this area, so that individual needs are better met, and individuals in similar circumstances receive the same level of assistance from government programs. 

14.1
Meeting the costs of disability

Specific comment is sought on a payment to assist with the costs of disability, and how such a payment might be structured. The additional costs of disability are well documented and include the costs of transport and mobility aids, communication equipment, home modification or renovation and medical expenses. 

Current employment and education payments that are paid to people with disabilities, and the Mobility Allowance could be combined into a new payment that better recognises the costs of disability.

In this regard we support the proposals contained in the ACOSS submission to the effect that a communications and transport allowance be introduced as the first step in better providing for the costs of disability.

Recommendation 25.
That a supplementary cash disability payment, comprising a mobility component and a communications component be introduced. 

14.2
Participation Allowance

Feedback is also sought on whether a special “participation allowance” would be supported. In our view this would be a very positive step. Some supplements already in the system, such as the “Work for the Dole” supplement, and the newly introduced literacy and numeracy supplement, recognise that there are additional costs associated with study, work or retraining, that are difficult to meet out of current low levels of income support payments. Any payment should be available to people undertaking a wide variety of activities, to enable them to undertake employment, study or training, but should not be limited to people only undertaking these activities.

Recommendation 26.
That a “Participation Allowance” to assist with the additional costs associated with participation activities, including job search, study and voluntary work, be introduced.

14.3
Housing costs and Rent Assistance

Housing is an essential expense for all people regardless of whether or not they are in receipt of Social Security income.  Stable, affordable, well situated housing, in close proximity to public transport, services and employment opportunities is essential for any person seeking or wanting to maintain employment. For most people, housing costs are the largest single expenditure in the household budget and this is especially the case for low income households.   Housing therefore has implications for the Social Security system in terms of the level of benefits it offers and the contribution those benefits make towards meeting housing costs.

For many households in urban Australia, the cost of housing has made it difficult to find affordable accommodation near employment centres.  Affordable housing exists mostly in urban fringe areas which are often far away from employment and job opportunities which results in people having to spend more time and money travelling to work or in job search endeavours.
However, housing affordability means that Social Security recipients have few opportunities or real choices about the location and type of housing.  There are many reasons why housing in Australia, particularly in major urban areas such as Sydney and Darwin, is unaffordable, and we do not propose that all of these problems can be fixed through this review process. However, there are a number of structural problems within the current income support system which undermine a person’s ability to access affordable housing and employment, these are listed below.

· Rent Assistance is paid at a low rate, and recipients are expected to meet rental costs from their low rates of Social Security payment;

· The application of the shared single rate of Rent Assistance;

· The failure to provide Rent Assistance for dependent young people, aged over 16 living at the parental home;
· The failure to pay Rent Assistance to students on Austudy Payment.

Expenditure on Rent Assistance in 2002-03 is around $1.8 billion and an estimated 982,000 recipients will receive Rent Assistance over this period. The average rent paid by people receiving Rent Assistance in December 2002 was $260 a fortnight, while the average amount of Rent Assistance was $74 a fortnight.

While Rent Assistance reduced housing affordability problems, it is still the case that almost one third of all recipients (36%) still experience affordability problems after taking into account Rent Assistance payments. One in 10 Rent Assistance recipients pays more than half of their income in rent (Budget Portfolio Statements, 2003-04, p. 118).

The assumption underlying the current Rent Assistance formulae is that the Social Security recipient will meet the majority of their housing costs from their income support payment. Department of Family and Community Services data, for people living in Sydney who are receiving Rent Assistance, indicate that there could be a significant number of Social Security recipients who are experiencing major housing affordability problems for all age groups, marital situations and living arrangements. For instance, in June 1999, 90.4% of all single people sharing accommodation, aged between 25 and 59, living in Sydney, and in receipt of Rent Assistance were paying rent at or above the maximum Rent Assistance threshold. 

Once a person starts to pay more than 30% of their income in housing costs, they are defined as experiencing “housing stress”.  This is problematic because the person is then seen as having insufficient financial resources to meet other basic living costs such as food, clothing, travel, electricity and telephone costs. 

It is quite clear that most young people under 25 in share accommodation, who are receiving the maximum rate of Rent Assistance ($62.13 per fortnight) would have to be paying a level of rent proportionate to their income that would indicate they are living in housing stress.  For instance if the young person is on Youth Allowance, and pays rent it would account for at least 44% of their income and on Newstart Allowance it would account for 37%.

The fact that a significant proportion of people are receiving the maximum amount of Rent Assistance indicates that renting in the private market for low income people is a significant financial cost for many income support recipients.  

The 1997 decision to pay only two thirds of Rent Assistance payments to unemployed people and pensioners who share, is particularly problematic, and reduces Rent Assistance by approximately 10% for 98,000 of those eligible for Rent Assistance. This approach relies on un-substantiated assumptions of economies of scale and of benefits that supposedly accrue from sharing a household. Many people share because they cannot afford to pay private rent to live alone not because they want to or because there are economies of scale, which cannot be assumed. Whereas there may be some justification for assuming that there is a degree of sharing and some economies of scale when two people live as a couple, it is not reasonable to make any such assumptions in any other circumstances.

A final Rent Assistance issue is that Austudy Payment recipients are not eligible for Rent Assistance. This is counter-productive and inconsistent, and places a significant barrier to allowing young people to finish their courses, or to mature age people commencing study.

Recommendation 27.

That the level of Rent Assistance be increased to better meet affordability problems faced by renters in capital cities such as Melbourne and Sydney and in certain regional centres where high rents prevail.

Recommendation 28.

That the reduction of Rent Assistance by one third for people who share accommodation be removed.

Recommendation 29.

That eligibility for Rent Assistance be extended to Austudy Payment recipients.

15.
Towards a simpler and fairer system of concessions for low income Australians

15.1
Concessions defy targeting trend

It is widely acknowledged that concessions provided by Commonwealth, State and local Governments play an important role in supplementing the low level of income support payments. They also improve the ability of people on income support to engage in both economic social activity through such things as voluntary work. For many, concessions are fundamental to maintaining access to important goods and services which the community expects should be available to all Australians, regardless of their level of income.

The major problem with the current system of concessions is that there is no consistent eligibility criteria and no identifiable basis for granting various concessions to pensioners whilst denying them to people receiving allowances. At the same time, eligibility for concessions has increasingly been extended to retirees with substantial resources, thus compounding the inconsistency and blowing out the cost.

Despite a wide-ranging inquiry into concessions by the House of Representatives in 1994, there has been little focus on the fairness of the system and examining its impact on Social Security recipients of workforce age. There is a need for Government, policy makers and community organisations to refocus attention on Australia's system of concessions to develop a fairer and more equitable system - one that more clearly focuses on the needs of people of workforce age on low incomes receiving income support. 

Possession of a Pensioner Concession Card (PCC or Commonwealth concession card) is often used as a criterion for concessions available from other jurisdictions. Concessions vary from state to state and may include ambulance services, travel, dental, glasses, taxi services or travel for isolated patients, and even reduced fees for pet registration. The core set of concessions agreed to by State and Territory Governments include: energy consumption, water and sewerage, municipal rates and transport (including public transport, motor vehicle registration and license fees). 

Over the past decade there has been a significant extension of concessions to older people with considerable means…a politically motivated trend that has been glaringly inconsistent with the targeting trend that dominates workforce age payments. Eligibility has been progressively liberalised for a range of concessions for people of age pension age with incomes or assets that disqualify them from receiving a pension. The Commonwealth Seniors Health Care Card (CSHCC) is now available to around 270,000 non-pensioner retirees. The CSHCC has no assets test and is available to single older people with an income up to $50,000 a year and to couples with a combined income of up to $80,000 a year.

As a result there has been a significant increase in the cost of providing concessions, with data indicating that older people are the most significant beneficiaries of the system. In 2000-01, core concessions were valued at $820.9 million, up from $771.5 million in 1998-99. In 2000-01 concessions for older people and people with disabilities represented 79.3% of total core concessions (AIHW, 2003).

While data has been patchy in relation to the cost of non-core concessions, the AIHW has begun collecting figures on the likely value of these concessions. Motor vehicle registration concessions were worth about $135 million and concessions to eligible telephone users worth about $217 in the year to 2001.

The Federal Government is involved with ongoing discussions with State Governments over the extension of state concessions on utilities, council rebates and a range of other benefits to holders of the CSHCC, and has offered a $45.3 million package, but to date agreement has not been achieved with the States.

Clearly, concessions is an area that needs to be rationalised and simplified to achieve better targeting and greater efficiency. There are a number of areas where access to concessions could be extended to provide a fairer system for those most in need. These are listed below.

15.2
Telephone Allowance

The Telephone Allowance is paid quarterly to holders of the PCC. This allowance was extended to Commonwealth Seniors in September 2001, at a cost of $14.7 million in 2003-04. Around 265,000 older people excluded from the pension due to income or assets nevertheless receive the Telephone Allowance (FaCS Budget Portfolio Statements, 2003-04). At the same time, this allowance is not available to unemployed people on Youth or Newstart Allowance despite the fact that having a phone is essential to the job search requirements imposed on them. 

Where is the fairness in granting a payment of $18.60 a quarter to a person on five or six times the income of a Youth or Newstart Allowance recipient? Under the activity test Newstart and Youth Allowance recipients are required to actively search for work and canvas employers seeking employment. Many are unable to contact employers or to receive calls from prospective employers because they find the costs maintaining telephones prohibitive, often leading to the imposition of punitive Social Security penalties, with the partial or full loss of income support.

15.3
Transport concessions

In addition to the extension of concessions to better-off seniors, discussions are taking place over reciprocal transport agreements between the State and Territory Governments and the Commonwealth to allow seniors cheaper transport when interstate, however a consensus with the States on the way forward has not yet been reached.

We question the equity involved in granting concessional travel to better off retirees while holidaying interstate when unemployed people in some States (eg Queensland) do not receive any transport concessions whatsoever. In some jurisdictions (NSW and NT) unemployed people lose access to their half-fare transport concession card if they are breached by Centrelink, or earn more than $31 a week from employment and are no longer in receipt of the maximum rate of Social Security.

Where a Youth Allowance recipient is subject to the parental income test, they can lose access to half-fare transport concessions in some States and have to pay full fare. Travelling to a job interview is more expensive, and other purchases to improve their chances of finding employment, such as purchasing new clothes for an interview, will certainly be out of reach.

15.4
Pharmaceutical Allowance and Health Care Card.

The Pharmaceutical Allowance of $5.80 per fortnight for a single person ($150.80 per annum) is paid only to pensioners, recipients of Mature Age Allowance and Sickness Allowance, and to certain allowees during periods of incapacity, to assist with the costs of pharmaceuticals. It provides access to 52 concessionally priced medications. An advance payment is available to people with high medication costs.

Recipients of Youth Allowance, ABSTUDY, Newstart Allowance, Partner Allowance, Parenting Payment (partnered), Austudy payment or Widow Allowance who have an activity test exemption due to temporary incapacity are eligible for the Pharmaceutical Allowance during this time.

Large numbers of recipients of these payments are now being moved from activity test exempt incapacity payments in recent times, many people who have disabling and costly medical conditions, who are likely to have medicine expenditures similar to some groups that are eligible for the Pharmaceutical Allowance, do not receive this allowance.

In the name of fairness and equity this situation should be rectified. There are a number of other areas where eligibility for Health Care Cards should be reformed, to make the system not only simpler, but also fairer.

For example, people who arrive in Australia after 1 February 2000 to take up residence are generally subject to a Newly Arrived Resident’s Waiting Period for a Health Care Card (low income), unless they are exempt from the waiting period. The eligibility rules for a Pensioner Concession Card also unfairly discriminate against a person whose partner is in prison.

15.4
Access to bulk billing

The significance of ownership of Health Care Cards (HCC) is that they represent the eligibility criteria not only for concessional medications available under the Pharmaceutical Benefits Scheme, but they are also widely used by the medical profession to judge whether a person should be bulk-billed.

A potential disincentive to taking up paid employment arises from the fact that a low income earner loses Health Care Card entitlement when their income in any four consecutive weeks is more than 25% higher than the threshold amount, currently $332 per week. Changes announced in the 2003-04 Federal Budget are likely to have the effect of forcing non-card holders to pay higher out-of-pocket expenses when they visit a General Practitioner. The loss of access to a HCC could therefore become much more significant financially if G.P’s imposed co-payments for non-card holders. This combination could become a significant workforce disincentive within the Social Security system. 

It is ironic that at a time when the Government is talking about the need to reduce disincentives to taking up employment, it is it putting in place a new potential workforce disincentive. Not only would a person have to pay more to see a doctor, but they would also loose access to concessional pharmaceuticals, with costs increasing from $3.70 per script to $21.30.

Recommendation 30.

That the system of concessions be rationalised, simplified and better targeted to meet the needs of people on workforce age payments through the extension of a range of concessions such as transport, utilities and Telephone Allowance, to allowees and other Social Security recipients currently eligible for only a limited range of concessions.

Recommendation 31.

That Telephone Allowance be extended to Youth and Newstart Allowance recipients.

Recommendation 32.

That the Federal Government undertake discussions with State Governments with the aim of putting in place a consistent and fair system of transport concessions for unemployed people.

Recommendation 33.

That recipients of activity tested payments who have been on benefits for more than six months be eligible for the Pharmaceutical Allowance.

Recommendation 34.

That, despite  the two year waiting period for payment eligibility, newly arrived residents be immediately eligible for a Health Care Card (low income).

Recommendation 35.

That, where a person is receiving Parenting Payment at the single rate due to the incarceration of their partner, they be eligible for the PCC. 

Recommendation 36.

That the Commonwealth Government reverse the decision to extend Telephone Allowance to Commonwealth Seniors Health Card holders.

16.
Administration

16.1
Huge gap between rhetoric and practice.

Centrelink provides a key range of important services and programs to millions of Australians. We believe that it is vitally important that a single Government agency be responsible for both assessing eligibility and administering the payments system.

As discussed, a legislative basis for all payments must be maintained, along with a clear and accessible set of appeal and review mechanisms. The income support system must be based on clear, consistent and uniform rules, and the scope for discretionary decisions should remain limited.

Centrelink should continue to be the “gateway” to the provision of a wide range of support services and other payments.

As the income support system for people of workforce age becomes increasingly active, Centrelink must be given sufficient resources to provide personal and individualised service to all recipients. This is clearly not the case at present as is demonstrated by the constant inadequacy and pro forma nature of the whole Preparing for Work Agreement process. Centrelink staff acknowledge that there is no time for proper assessment, no proper application of the Job Seeker Classification Instrument and no real “negotiation” of any sort in relation to the limited and inadequate, computer generated, menu of “mutual obligation” activities, and no resources for follow-up or individualised assistance to people once they are on an activity tested payment. There is a huge gap between the “individualised and personal” rhetoric of the system and the experience of the majority of jobseekers. 

Centrelink must be better resourced if it is to meet not only its current responsibilities but also the challenges ahead in any expanded participatory system in which Centrelink must play a role in assisting people through life transitions as their circumstances change.

Technological advances should be harnessed to provide improved, more consistent and more efficient services to the community, though access to Centrelink’s services should continue to be made available through a wide range of avenues, so as to meet the diverse range of clients that utilise its services. Where appropriate, technology should be utilised to reduce complexity within the Social Security system.

Recommendation 37.

That Centrelink be provided with the additional staffing and other resources necessary for it to administer the Social Security system in the individualised and  personal manner that the Government claims is fundamental to its system.

Appendix 1
Summary of  eligibility criteria and activity requirements

Main workforce – age income support payments, July 2003

	Payment type
	Basic eligibility criteria
	Labour force criteria
	Activity requirements

	Pensions:

	Widow B Pension
	Previously married woman born before July 1937 or who was a lone parent at age 45 and born before July 1942 (no new grants since March 1997)
	None
	None

	Disability Support Pension
	Long-term or permanent disability.  At least 20 points on the impairment tables
	Unable to work full-time for at least the next two years
	None

	Wife Pension
	Wife of a pensioner (no new grants since June 1995)
	None
	None

	Carer Payment
	Caring in their own home for a person with permanent or long-term disability
	None
	Provide full-time personal care or supervision

	Parenting Payment Single
	Single and primary carer of dependent children under 16 years of age
	None
	From 209/03, once their youngest child turns six, are required to have a yearly interview. Once the youngest child turns 12, are required to have an annual interview with a Personal Adviser. When youngest child turns 13 are expected to do up to 150 hours of activity over each six months

	Allowances:

	Newstart Allowance/Youth Allowance
	‘Unemployed’ and not full-time student, available for and willing to undertake suitable work
	Not working full-time or in substantial self-employment
	Active job search or other activities to improve employment prospects. From 20/9/03, reduced and flexible requirements for people over 55

	Parenting Payment Partnered
	Partnered and primary carer of dependent children under 16 years
	None
	From 209/03, once their youngest child turns six, are required to have a yearly interview. Once the youngest child turns 12, are required to have an annual interview with a Personal Adviser. When youngest child turns 13 are expected to do up to 150 hours of activity over each six months

	Mature Age Allowance
	60 years of age but less than Age Pension age (no new grants from September 2003)
	No recent workforce experience, defined as: has not worked at least 20 hours a week for a total of 13 weeks or more in the 12 months before claiming
	None

	Partner Allowance
	Has a partner on income support and was born before July 1955 (no new grants from September 2003)
	As above
	None

	Widow Allowance
	Previously married woman over 50 years of age, who was widowed, divorced or separated after turning 40
	As above
	None if on payment before 20/9/03. New claimants to undergo annual interview with Personal Adviser 

	Student payments:

	Austudy  Payment/Youth Allowance (Student)
	Full-time student undertaking approved course
	None
	Satisfactory attendance and/or academic progress

	Special Benefit:

	
	In financial hardship and not eligible for another payment
	Unable to earn sufficient livelihood for reasons beyond their control
	May have requirements similar to Newstart or Youth Allowance


Appendix 2
	Payments with waiting periods 

	Rates effective from 1 July 2003 to 19 September 2003 .  All rates are fortnightly (unless otherwise stated) - Updated every three months 

	Payment – age & status
	Qualification
	Waiting Periods
One or more may apply:
	Income and assets tests
	Rate of payment

	Youth Allowance (YA)

16-17 years 

· 15 years (if independent)*(5)
	a resident of Australia

completing Year 12 or engaged in full-time study or training unless exempted*(1)
	liquid assets test 

newly arrived residents *(2) & (14)

industrial action 

seasonal workers preclusion period
	personal income test

partner income test could apply*(3)

parental income and assets tests unless independent 

income maintenance period 
	$169.70 at home or accommodated independent*(4) 

$310.10 living away from home*(6) or independent*(5) 

$406.40 (single) with child*(7)  

$340.60 (couple) with child*(7)

	Youth Allowance (YA)

· 18-20 years

· unemployed
	a resident of Australia

unemployed

meeting activity test obligations unless exempted*(1) 

“activity” includes a combination of part-time study or training; looking for work; work for the dole
	as above
	as above
	$204.20 at home or accommodated independent*(4)

$310.10 living away from home*(6) or independent*(5) 

$406.40 (single) with child*(7)

$340.60 (couple) with child*(7)

	Youth Allowance (YA)

18-24 years student
	a resident of Australia

engaged in full-time study
	as above
	as above
	$204.20 at home or accommodated independent*(4)

$310.10 living away from home*(6) or independent*(5) 

$406.40 (single) with child*(7) 

$340.60 (couple) with child*(7)

$310.10 (couple) no child



	Youth Allowance (YA)

21-24 years 

long term income support students*(8) and migrant English students 21 and over commencing f/t study
	a resident of Australia

engaged in full-time study
	as above
	as above
	$250.70 at home or accommodated independent*(4)

$376.70 living away from home*(6) or independent*(5) 

$406.40 (single) with child*(7)

$340.60 (couple) with no child*(7)

	Austudy Payment (AP)

25 and over student
	a resident of Australia

engaged in full-time study
	as above
	allowance income and assets tests 

income maintenance period could apply
	$340.60 (couple) with child*(7)

$406.40 (single) with child*(7)

$310.10 (single/couple) no child


$376.70 (single) long term income support student*(8)

$340.60 (couple) *(8)

	Newstart Allowance (NSA)

· 21 and over 
· unemployed
	a resident of Australia

unemployed

meeting activity test obligations unless exempted (1)
	as above, plus 

ordinary waiting period also applies
	allowance income and assets tests 

income maintenance period could apply
	$374.90 (single)*(9)

$338.10 (couple)

$405.40 (single with child/60 or over)

	Sickness Allowance (SA)  

21 and over
	resident of Australia

has a job to return to

temporarily incapacitated

cannot work or study for more than 8 hours per week
	as for Newstart Allowance
	allowance income  and assets tests

income maintenance period could apply
	$374.90 (single)*(9)

$338.10 (couple)

$405.40 (single with child/60 or over)

	Partner Allowance (PA)

44 and over
	born on or before 1 July 1955

member of a couple

no recent workforce history*(10)

no dependent child


	newly arrived residents waiting period*(2) & (14)
	allowance personal and partner income and assets tests
	$338.10 

	Widow Allowance (WA)

50 and over
	woman

not a member of a couple

widowed or separated since turning 40

no recent workforce history*(10)
	newly arrived residents waiting period*(2) & (14)

seasonal workers waiting period
	allowance personal and partner income and assets tests
	$374.90 

$405.40 (single with child / 60 or over)

	Special Benefit

any age
	a resident of Australia*(2)

not entitled to any other Social Security payment

no "sufficient livelihood"
	newly arrived residents waiting period*(2) & (14)

industrial action preclusion period
	Special Benefit income  and assets tests

available funds test*(2)
	rate is discretionary; the maximum rate is

$374.90 (single) 

$338.10 (couple)

$405.40 (single with child / 60 or over)


	Personal and partner income tests (gross income)

	
	Free area

no reduction until income is in excess of:


	Rate of reduction

payment reduced by:
	Maximum Income

point at which payment will cut out

	Personal Income Test

	Allowees *(11)
	$62 (single)
	50¢ in the dollar for personal income between  $62 - $142
70¢ in the dollar for personal income of $142 and over

If receiving Parenting Payment (partnered)

50¢ in the dollar for personal income $62 - $245
70¢ in the dollar for personal income above $245
	18 –21 years (no dependent child)

$368.57 (at home)

$515.86 (away from home)21 and over 

$620.43 (single no dependent child) 

$672.29 (single with dependent child) or 60 & over after 9 months

$567.86 (partnered with dependent child) 

$597.29 parenting payment (partnered)

  

	Youth Allowance    (full-time students) and Austudy Payment *(12)
	$236 pf.  Any unused amount can be accumulated each fortnight up to a maximum of $6,000

	50¢ in the dollar for the first $80 of personal income above the income free area

70¢ in the dollar for additional personal income
	Cut-out point – the relevant figure for Allowee (non-student) above, plus the relevant free area

	Pensions: *(13)              DSP, AP, Carer Payment, WP


	$120.00 (single) plus $24.60 for each child
	40¢ in the dollar for any income above the ""income free area""
	$1,235.25 (plus $24.60 for each dependent child)



	Special Benefit
	No free area
	$1 reduction for each $1 of personal or partner income
	$338.10 (couple)

$374.90 (single)



	Partner (member of a couple) Income Test



	Allowee/ Allowee couple
	$62 each
	Step 1: calculate rate of payment by applying the personal income test above for each member of the couple.

Step 2: where a partner's income is above the cut-out point, the excess amount will reduce the other member of the couple's rate of payment by 70¢ in the dollar.


	For the Allowee personal income cut-out point, see Allowee Single above

For Parenting Payment (partnered):

customer income must be < $597.29
partner's income must be < $1,051.00
combined income must be < $1,165.29 

	Allowee/Pensioner couple
	$62 (for each non-student recipient)

$236 (for each full-time student recipient) *(12)

$116 (pensioner) plus $24.60 for each dependent child  


	Add the income of both members of a couple and divide by 2. Apply the relevant income test to each partner.
	For the Allowee :

see Allowee/Allowee above

For the Pensioner:

see Pension (single) above

	Pensioner/ Pensioner couple
	$204 (combined) plus $24.60 for each dependent child
	Add the income of both members of a couple and divide by 2.  Each pension is reduced by 20¢ for each $1 above applicable free area.
	$2,064.00 joint income (plus $24.60 for each dependent child)

$2,442.50 (illness separated couple)




	Payments without waiting periods

	Rates effective from 1 July 2003 to 19 September 2003.  All rates are fortnightly (unless otherwise stated) -Updated every three months 



	Payment – age & status 
	Qualification
	Income and assets tests 
	Rate of payment

	Disability Support Pension (DSP)

· 16 and over

· less than Age Pension age at claim
	· resident of Australia for 10 years *(2) unless exempted *(14), or inability to work occurred while an Australian resident or temporarily absent from Australia

· have a disability with an impairment rating of 20 points or more

· have an inability to work for at least two years; or be permanently blind

· cannot be retrained within the next two years
	· pension income and assets tests

· no income or assets tests for Disability Support Pensioners who are permanently blind
	Under 21 see rate for relevant age  Youth Allowance and add on Youth Disability Supplement of $85.30
Over 21 or any age with dependent children

· $440.30 (single)

· $367.50 (couple)



	Carer Payment*(21)  
& (31)
	· person providing constant care to a person who has a  disability, who needs care permanently or for an extended period

· the person being cared for must receive Social Security income support or a service pension; OR not have qualifying residence for a pension; OR satisfy "Special Income and Assets Limits" *(20)

· person caring for a “profoundly disabled” child or two or more disabled children, or an adult and their dependent child.


	· pension income and assets tests
	· $440.30 (single)

· $367.50 (couple)

	Wife Pension (WP)
	· wife of an AP or DSP who is not receiving a pension in her own right

· no new grants from 1 July 1995

· residency as for Age or Disability Support Pension


	· pension income and assets tests
	· $367.50

	Parenting Payment (single)
	· resident of Australia for two years, unless exempt *(14) & *(2); or became a sole parent while an Australian resident

· have a dependent child under 16 years or 18-24 in some cases

· not a member of a couple


	· pension income test and allowance assets test

· income maintenance period 
	· $440.30

	Parenting Payment (partnered)
	· resident of Australia for two years, unless exempt*(14) & *(2)

· have a dependent child under 16 years or 18-24 in some cases

· a member of a couple


	· allowance income and assets tests

· income maintenance period 
	· $338.10 

· $405.40 (single rate)*(15)

	Mature Age Allowance 

· 60 and over less than Age Pension age
	· in receipt of a SS or DVA income support payment for the preceding nine months and on NSA at time of claim, OR have received a payment of a pension or a non-activity tested Allowance in the 13 weeks preceding the claim OR have previously received MAA at any time

· have no recent workforce experience*(10)


	·  allowance income and assets tests
	· $405.40 (single)

· $338.10 (couple)

	Age Pension (AP)

· Man aged 65 or over OR 

· woman aged 61.5 or over *(32)
	· an Australian resident for a total of over 10 years, at least five of these years in one period*(2) unless exempted*(14)

· residence in certain countries with which Australia has a reciprocal agreement may count towards Australian residence OR

· a woman is widowed in Australia and has 104 weeks residence immediately prior to claim OR

· was in receipt of Widow Pension, WA, PA or MAA immediately before turning AP Age.


	· pensions income and assets tests 

· income or assets test for age pensioners who are permanently blind
	· $440.30 (single)

· $367.50 (couple)

	Other Social Security payments

	Pharmaceutical Allowance* (16) $5.80 (single) $2.90 each (couple)


	Work for the Dole Supplement*(17) $20.80 

	Mobility Allowance*(18) $66.20


	Carer Allowance *(31) $87.70 



	Telephone Allowance*(16) $18.60 per quarter 


	Double Orphan Pension  $42.80 



	Maternity Allowance*(22) $811.44  (one payment)
	Maternity Immunisation Allowance*(23)  $208 (one payment)



	Rent Assistance for people with no dependent child  *(9) & (19)

	Rent Assistance of 75¢ is payable, for every $1 of rent paid above minimum rent threshold, up to maximum  Rent Assistance payable

	Single
	· $81.60
	· $204.27
	· $92.00

	Single, sharer *(20)
	· $81.60
	· $163.37
	· $61.33

	Couple
	· 133.00
	· 248.73
	· $86.80


	Youth and child related payments + calculation

	Rates effective from 1 July 2003 – 19 September 2003.  All rates are fortnightly (unless otherwise stated) - Updated every three months 

	Family Tax Benefit (A) – Maximum Rate
	Family Tax Benefit (A) –Minimum Rate 

	To calculate, add each of the components (if applicable) in 1+2 (for each child) and +3+4 (paid per family). Then apply the Income Tests in 5 and 6.  If, after applying the Income Tests, the amount is below the FTB (A) Minimum Rate in 7, then the entitlement will be the Minimum Rate, until the family income exceeds the level in 8.
	To calculate, choose the appropriate rate(s) in 7 and then apply the Income Test in 8.

	1. Child component (paid for each child)
	7. Rate (paid for each child)

	For each child
	Fortnightly rate
	Annual rate
	For each child
	Fortnightly rate
	Annual rate

	Under 13 years
	$130.48 
	$3,401.80
	Under 18 years
	$42.00
	$1,095.00

	13-15 years
	$165.48
	$4,314.30
	18 - 24 years *(28)
	$56.42
	$1,470.95

	16-17 years
	$42.00
	$1,095.00
	8.  Income Test (current financial year income)

	18-24 years
	$56.42
	$1,470.95
	No payment once family income exceeds

· $82,052 pa for one child plus

· $3,285 for each additional child

	2. Large Family Supplement component 
	Family Tax Benefit (B)

	Where there are four or more children, add $8.96 pf or $232.96 per annum for the fourth and each additional child
	Family Tax Benefit (B)

· gives extra assistance to predominantly single income families (including sole parent families).

· choose appropriate family rate in 9 and then apply the Income Test in 10.

	3. Multiple Birth Supplement component (until children turn 6) (paid per family)
	9. Maximum rate (paid per family)

	· 3 children: $109.20 (pf)  $2,839.20 (pa)

· 4 or more: $145.60 (pf) $3,785.60 (pa)
	Age of youngest child
	Fortnightly rate
	Annual rate

	4. Rent Assistance component (paid per family) (linked to number of  children)
	Under 5 years 
	$112.00
	$2,920.00

	Minimum rent before any Rent Assistance is payable
	Maximum payment if fortnightly rent exceeds:
	Maximum Rent Assistance payable
	5 -15 years (or 16 -18 if full-time student)
	$78.12
	$2,036.70

	1 or 2 children:
	10. Income Test (current financial year income)


Sole parents: No Income Test

	Couples: Primary earner's income is not counted:

· no reduction in Family Tax Benefit (B) until carer's income exceeds: - $1,825 pa.

· rate is reduced by 30¢ for each $1 of income above $1,825 pa.

	$159.18 (couple) 
	$303.10 (couple) 
	$107.94 (couple) 
	

	3 or more children:
	

	$107.52 (single)
	$270.29 (single)
	$122.08 (single)
	

	$159.18 (couple) 
	$321.95 (couple) 
	$122.08 (couple) 
	

	5. Income Test *(24) (current financial year income)
	Parental Income Test for Youth Allowance *(25) *(26) 


No reduction in Youth Allowance rates until parental income exceeds: - 

	$27,400. 
This "free area" of $27,400 is higher where parent has a "dependent child".

Add:

· $1,230 for first dependent child under 16 years *(27)*(28)

· $2,562 for each additional child under 16 years

· $3,792 for each dependent child over 16 years

· $7,585 for each child required to live away from home for tertiary education where there are two or more such children.


Youth Allowance is reduced by 25¢ for each $1 of parental income above the relevant "free area".
To calculate fortnightly reduction in Youth Allowance payments:  divide any income in excess of the relevant "free area" by 104 (ie 25¢ for each excess $1 of annual parental income, divided by 26 fortnights). 
	

	6.  Maintenance Income Test
	

	No reduction in Maximum Family Tax Benefit (A) rate until a person receives child maintenance of:

· $43.38 for one person and one child

· plus $14.46 for each additional child

Family Tax Benefit (A) – Maximum Rate reduced by 50¢ for every $1 in excess of these "free areas".
	

	Assets Test - pensions and allowances
	Parental Assets Test

	
	Single Assets 
	Couple (Combined Assets)
	Youth Allowance not payable if the assets of parents exceed $477,500

	
	Full pension or allowance, if  assets less than: *(29)
	Part pension, if assets less than:
	Full pension or allowance, if assets less than:  *(29)
	Part pension, if assets less than:
	Income Test - Health Care Card (low income)

	
	
	
	
	
	
	Single
	Couple

	
	
	
	
	
	No children - income up to
	$664
	$1,106

	Homeowner
	$149,500
	$298,250
	$212,500
	$459,500
	One child
	$1,174
	$1,174

	Non- homeowner
	$257,500
	$406,250
	$320.500
	$567,500
	For each additional dependent child add:
	$68 
	$68 

	Deemed income *(30)

	Deemed income rate
	2.5%
	4%

	Pensioner (single) 

Pensioner (couple)
	Assets up to $35,600
Assets up to $59,400
	Assets over $35,600
Assets over $59,400

	Non–pensioner couple
	Assets up to $29,700
	Assets over $29,700


Appendix 2 notes
*(1) Exemptions are temporary and include, for example, people who are ill, have a disability, are a refugee, or are in trauma.

*(2) Special Benefit can be paid if a person is precluded from receiving another Social Security payment because of residency requirements or a Newly Arrived Residents Waiting Period.  People with residency problems must meet the long-term available funds test (ie have less than $5,000 single, $10,000 couple or with dependent children).  In other situations people must generally meet the short-term available funds test (ie have less than a fortnight's payment of Special Benefit).

*(3) Youth Allowance recipients who have been in a "marriage-like relationship" (for less than 12 months) and receiving either the "at home rate" or "away from home rate" are not subject to the partner income test rules.   If a Youth Allowance recipient has been in a "marriage like relationship" for at least twelve months, then they will be assessed as "independent" and their partner's income will be taken into account to determine their rate.
*(4) At home: parental means test applies, except for DSP over 18; Rent Assistance not payable.  Accommodated independent rate: paid if person meets independent criteria, see note (5), but lives in parental home; parental means test does not apply; Rent Assistance is not payable.

*(5) Independent rate: paid if person has a dependent child; or is married or living in a marriage-like relationship for at least 12 months; or cannot stay at parental home; or has a specified work history.  Parental means test does not apply. Rent Assistance payable.

*(6) Living away from home rate: paid if person has to live away for study, training or job purposes.  If DSP recipient, it also includes circumstances where a person must live away because of their medical condition. Parental means test applies but not to DSP recipients over 18. Rent Assistance payable.

*(7) Youth Allowance recipients with dependent child are assessed as independent. YA and Austudy Payment recipients could alternatively be eligible for Parenting Payment under which the rates, waiting periods, concessions, activity obligations and income and assets tests are more favourable.  If the person is a student and is single, they could be eligible for the Pensioner Education Supplement of $62.40 pf.  Also eligible for Family Tax Benefit.  

*(8) If person is over 21 years (single) and has received a non student Social Security payment for at least 26 of the 39 weeks before claiming.  Parental means test applies for YA recipients if not independent (see note 5).

*(9) Rent Assistance not payable if under 25 years and living in parental home.

*(10) Has not been employed for 20 or more hours per week, for a 13 week period, during the 12 months before claiming.

*(11) Allowances include: Parenting Payment (partnered), Partner, Widow, Mature, Age, Youth, Sickness and Newstart Allowances.

*(12) Full-time students have a higher "free area" which can be increased because of the "student income bank".  This means that if a student does not use any or all of their income free area in any fortnight, the free area accumulates to increase the free area each fortnight, up to maximum of $6,000. The income test is applied to any income in excess of the student’s current free amount.

*(13) Pensions include: Disability Support Pension, Parenting Payment (single), Carer Payment, Wife and Age Pension.

*(14) Does not apply if the person is a refugee, or person who formerly held a refugee visa.  For some payments, the newly arrived resident waiting period also does not apply to a family member of a refugee or former refugee.

*(15) Single rate can be paid to a person who is a member of an illness separated couple or who has a partner who is in gaol or where other special circumstances exist.

*(16) Pharmaceutical Allowance and Telephone Allowance can be paid in addition to certain Allowances/Pensions.

*(17) Work for the Dole Supplement paid to participants in the Work for the Dole program.

*(18) Paid to a person with a disability who cannot use public transport without substantial assistance and undertaking eight hours of paid or voluntary work or training or job search activities.

*(19) Where there is a dependent child, Rent Assistance is included in rate of Family Tax Benefit.

*(20) The caree's income must be less than $77,383 pa. Assets limits also apply.

*(21) The FTB-A income tests will be applied to test eligibility for Carer Payment when the person being cared for does not receive a Social Security payment.  The FTB - A income tests will be applied against the care receiver's income and assets.  The ordinary pension income and assets rules will test the carer's eligibility. 

*(22) Must satisfy FTB - A income test.

*(23) Is paid to parent of 18 month old child, who has been immunised or have an exemption and for whom Maternity Allowance was paid, if family meets the Base FTB - A income test.

*(24) Where a member of a couple is receiving a Social Security pension or allowance, there is no need to apply the income test as the Family Tax Benefit (A) – Maximum Rate is paid automatically.

*(25) Where Youth Allowance rate is less than $54.74 pf, a family may choose to claim Family Tax Benefit – (A) Minimum Rate, as that rate is $54.74.

*(26) The income that is used in this test is either the "assessed taxable income" (plus some employer provided benefits, overseas income and passive losses) or the "assessed actual means" for the previous financial year, whichever is the higher.  An assessment of "the following financial year income" can be applied for where a person's circumstances have changed.

*(27) A "dependent child" is a person wholly or substantially dependent on a parent.

*(28) If a dependent child is attracting a "boarding allowance” or "second home allowance" under the Isolated Children's Scheme, the income threshold is increased by $3,700 regardless of the age of the child.

*(29) Allowances, Austudy Payment, Mature Age Allowance (post 1/7/96) and Parenting Payment (single) cut out completely at this level.  Pensions begin to phase out at $3 each fortnight for every $1,000 over this level.  In the case of pensions, where either the income or assets tests could apply, Centrelink will apply the test which results in the lower rate of payment.

*(30) If a person has financial investment, they will be deemed to earn an income at the indicated rate of 2.5% or 4% interest.  The income test will then be applied to this income.

*(31) Carer Allowance: No income or assets tests apply; can be paid in addition to Carer Payment; is paid for people caring for an adult or child.  

*(32) Age Pension for women is being gradually increased as follows:
— 60 1/2  years 1/7/1935  and 31/12/1936           — 61 years 1/1/1937  and 30/6/1938           
— 61 1/2  years 1/7/1938  and 31/12/1939           — 62 years 1/1/1940  and 30/6/1941          
— 62 1/2  years 1/7/1941  and 31/12/1942           — 63 years 1/1/1943   and 30/6/1944           
— 63 1/2  years 1/7/1944  and 31/12/1945           — 64 years 1/1/1946  and 30/6/1947               
— 64 1/2  years 1/7/1947 and 31/12/1948            — 65 years 1/1/1949  and later        

Appendix 3
A case study in “simplification” – the experience of Youth Allowance
Youth Allowance (YA) was introduced in July 1998.  Trumpeted as a major simplification, it replaced five payment types with one, and aligned most conditions for students and non-students up to the age of 21 years. While there were some positives associated with the changes, such as:

· the availability of Rent Assistance to full-time students living away from home 

· previous difficulties which made it cumbersome to change or vary activities for people under with the introduction of a more flexible activity test arrangements,

Other aspects of the YA reforms have been more problematic, including the tests for independence the extension of the Parental Means Test to people aged 18 to 20, and the determination to target so tightly that 16 different eligibility and payment rates are necessary. 

According to the Evaluation of Youth Allowance, a “key objective underpinning the introduction of YA was better administrative efficiency and simplicity”.

While promoted as a simplification measure at the time, this is not how YA works in practice. Indeed, Welfare Rights workers state that YA is the most complex payments within the current Social Security system. 

Within the four streams of YA there are 16 different sub categories, which can determine the actual rate of payment. Within the “simpler framework” of YA, there lies below an extremely complex set of arrangements. 

Eligibility and payment rates vary according to a range of criteria, including:

· whether the person is a full-time student or unemployed;

· their age

· the level of parental income and assets, including the Parental Income Test and assets test Actual Family Means Test, 

· different income test rules, depending on whether a person is a unemployed or a student who has access to the student income bank or the higher student income test

· marital status, with a different definition of a “marriage-like relationship” to other Social Security legislation

· children or no children

· the living arrangements of a person and their age and whether the person is Independent, living at home, or away from home;

· whether the person is in a special migrant category or a student who was previously long term unemployed person who is: 
-
single, living at home;

-
single, living away from home; or

-
partnered, no children.

In addition, there are a series of complex tests for young people to receive the Independent rate of YA.

The complexity of the current arrangements is compounded by the fact that many young people lack the confidence to question or challenge decisions made by Centrelink, especially regarding whether they can be classed as Independent.  It is also the case that in our experience many young people are not informed about their rights of appeal and review. If a review of a decision is not sought, a young person may be trapped on an very inadequate and inappropriate level of income, making it difficult to continue studying or looking for work, let alone meeting their daily living costs.

� Commonwealth Ombudsman, “Balancing the Risks: Own motion investigation into the role of agencies in providing adequate information to customers in a complex income support system.” 1998.


� Exceptions apply to breaches where the Department of Employment and Workplace Relations believes it is not possible to subsequently comply. This means that the option of a penalty reduction on compliance will not be available to Social Security recipients in a number of circumstances.





� Australian Institute of Health and Welfare, Australia's Welfare 2000-01.


� Department of Family and Community Services, Youth Allowance Evaluation, Final report, 2001, p. 7.
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