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Committee Secretary

Senate Standing Committees on Community Affairs
PO Box 6100

Parliament House

Canberra ACT 2600

Dear Committee Secretary

Submission to the inquiry into the adequacy of Newstart and related payments and alternative
mechanisms to determine the level of income support payments in Australia

Social Ventures Australia (SVA) welcomes the opportunity to provide a submission to the inquiry by
the Senate Community Affairs Reference Committee (the Committee) into the adequacy of Newstart
and related payments and alternative mechanisms to determine the level of income support payments
in Australia.

SVA is a not-for-profit organisation that works with partners to overcome disadvantage in Australia,
which requires great education, sustainable jobs, stable housing and appropriate health, disability and
community services. SVA has a vision for Australia where all people and communities thrive and
believe that this will be achieved when all Australians are empowered, have a voice in decisions that
impact them, have a sense of belonging and experience social inclusion. SVA believes that belonging
for all Australians requires, and is enabled through, specific recognition and respect of First
Australians' knowledge and cultures.

SVA is not a traditional service delivery organisation. We work at the intersection of the government,
social purpose and business sectors. We seek to influence the way systems operate by providing
funding; advising on strategy and evaluation; and making investments in partner organisations to
significantly increase their social impact. We advocate for more effective programs and policies, and
we convene unlikely coalitions to build support for system wide solutions.

SVA supports the position put by the ‘Raise the Rate’ campaign, the Business Council of
Australia, and many others that the current rate of Newstart is manifestly inadequate. It is
further hurting individuals already experiencing disadvantage, and creating barriers to their
participation as full members of the Australian community — including barriers to seeking work.

We endorse the existing research from many social sector, academic and corporate organisations,
which clearly demonstrates the inadequacy, unfairness, and economic impact of low rates of
Newstart.2 Rather than restate these findings, this submission seeks to add to this work by sharing our
perspective on two specific areas in which we have developed expertise:

) Barriers to engagement with the labour market for some cohorts
) How inadequate income support can entrench disadvantage.

Social Ventures Australia
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Barriers to engagement with the labour market

Arguments in favour of the current rates of Newstart are often based on the premise that it is a short-
term payment designed to bridge a gap between employment opportunities. However, our experience
is that many people on Newstart face significant barriers to meaningful long-term engagement with the
labour market. 64 per cent of recipients are on unemployment payments for more than a year,® and
current income support settings are not an incentive to stay out of work.# A 2018 analysis found that
there were eight unemployed or under-employed people for every job vacancy, and people
experiencing disadvantage often do not receive adequate support from the employment services
system.5

This is relevant to the inadequacy of Newstart for two reasons:

o The significant number of people receiving long-term payments means that it is no longer
primarily a means of short-term temporary support. The proportion of recipients who have been
on income support for more than 12 months is significantly higher than it was ten years ago.¢ The
average Newstart recipient receives payments for around three years, and 15 per cent of
recipients have been on payments for five years or more.” Current rates cannot provide even a
basic standard of living over such time periods.

e  Current income support rates are so low that they prevent people from effectively job-searching.?
The UNSW Social Policy Research Centre estimates that the average minimum cost of basic
essentials in Australia for a single unemployed person is $434 per week.® The current maximum
rate of Newstart for a single adult is $277.85 per week. Research suggests that after
accommodation expenses, the average Newstart recipient is left with just $17 a day to cover all
other expenses, such as food, utilities, transport and medical costs.'® This does not leave funds
for the necessities of a modern job search, such as transport to interviews, appropriate
professional clothing, or reliable telephone and internet access.

SVA has a vision for Australia where every person can participate to the maximum of their potential.
We believe that as a nation we should harness the opportunities created in our changing economy
and labour market to significantly improve the employment of jobseekers experiencing disadvantage,
particularly those who have been unemployed for long periods.

SVA'’s focus in employment over 15 years has been on supporting job seekers who face complex
barriers in finding work. Our expertise has developed from our partnerships with a wide range of
employment-related ventures and initiatives as well as expertise in developing outcomes frameworks
for Governments and non-profits, and pricing outcomes through our social impact investing team.

Our Employment Perspectives Paper presents an evidence-informed perspective on what is required
to achieve better outcomes for jobseekers experiencing disadvantage.'! These three drivers are:

1. Increase the number of jobs that people experiencing disadvantage can access;

2. Match disadvantaged jobseekers with the right employers, and

3. Give employers and jobseekers the support and services they need to overcome barriers to
sustainable employment.

Increasing the rate of Newstart is key to the third driver — giving jobseekers the support and services
they need.
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We have worked with a number of specific cohorts that are particularly affected by the inadequacy of
Newstart. These include:

Older women at risk of homelessness

SVA is embarking on a major project of work seeking to improve outcomes for older women at risk of
homelessness. Older single women are the fastest growing cohort of people experiencing
homelessness in Australia. Projections based on both current housing market conditions, and the
superannuation and asset base of this cohort, see the number of women affected growing
considerably into the future with estimates of over 300,000 women aged 45-65 today being at risk of
homelessness when they retire.

Current low rates of Newstart are a major challenge for some in this cohort. 24 per cent of Newstart
recipients are 55 or older,'? and 49 per cent of people who have been on Newstart for over a year are
aged over 45.13 Many face very limited employment prospects due to a combination of age
discrimination, health issues, and in some cases limited previous workforce experience due to caring
responsibilities. In light of recent findings that there were no homes in any Australian capital city that
were within the means of a single person on Newstart, homelessness is a significant risk for those who
do not own their own home by this age.'

Solutions in this area will require integrated action from governments and the social sector to
recognise the unique structural barriers facing older women. This includes a focus on increased
availability of appropriate and affordable housing, the provision of appropriate support and navigations
services, and measures that will increase the financial wellbeing of both older women and future
generations. Raising the rate of Newstart to a liveable level would be an excellent step in the right
direction to support this cohort.

People experiencing disability and mental ill-health

24 per cent of Newstart and Youth Allowance recipients have a disability, and 29 per cent of those
who have been on payments for more than a year have a disability.'® Low Newstart rates are
especially challenging for people with disability and people experiencing poor mental health. These
groups are likely to face specific barriers to finding employment. Australia has one of the lowest rates
of employment for people with disability in the OECD, ¢ suggesting that there is insufficient support
available compared to other countries.

In recent years, eligibility for the Disability Support Pension (DSP) has been tightened, with some
people who have previously received the DSP now receiving Newstart.'” Newstart rates are lower than
DSP rates, so this group is now more vulnerable than before. Exacerbating this, people with disability
often also experience a higher cost of living relative to people without disability, due to the additional
costs they face in obtaining accessible housing, transport and services.'®

First Australians
First Australians are another cohort that is likely to face significant barriers to employment,

exacerbated by low rates of Newstart. 11 per cent of Newstart and Youth Allowance recipients identify
with Aboriginal and Torres Strait Islander background.'® On top of the barriers faced by the broader
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cohort of unemployed people identified above, First Australians may face discrimination and other
challenges when seeking work.

While government has a role to play in providing effective services to dismantle barriers and support
access to the mainstream economy by definition, First Australian self-determination must be driven by
First Australians.?0 First Australian-owned and managed businesses create employment for First
Australians, generate wealth for First Australian communities, offer First Australian role models and
create a conducive environment for training and entrepreneurial development.?! First Australian
enterprises are far more likely to achieve alignment with community interests and First Australian
culture, which explains (at least in part) why First Australian businesses are 100 times more likely than
other businesses to employ First Australians.??2 Ensuring adequate income support is one potential tool
to support and grow First Australians’ economic participation and self-determination.

Inadequate income support entrenches disadvantage

Beyond the immediate challenges that low rates of Newstart create for people in achieving a basic
standard of living and finding a job, there are long-term repercussions for individuals, families and
community. Below are two examples SVA has encountered in our work of the broader impact of
persistent low incomes in perpetuating social disadvantage and exclusion.

Intergenerational disadvantage

10 per cent of Newstart and Youth Allowance recipients are sole parents, and 16 per cent of those
who have been on payments for more than a year are principal carers of children.?3 There is significant
evidence that children in very low-income families (such as those on Newstart and other income
support payments) are more likely to experience disadvantage throughout their lifetimes.

In 2018, SVA consolidated what we have learnt from our work with social sector organisations and
governments throughout Australia into a submission to the Parliamentary Inquiry into Intergenerational
Welfare Dependence. In summary, we have found that intergenerational disadvantage has particular
implications for children, young people and families — and that there are opportunities to break the
cycle at critical life stages. Responding to the complex needs facing an individual, a family and a
community that is living in entrenched and intergenerational disadvantage requires consideration of a
broad set of drivers across multiple domains.

Through our work, we are acutely aware of the challenges existing social service systems face —
including service fragmentation, inadequate funding arrangements, inability to address complex needs
and a lack of tailored and intensive support. We have identified a range of system level reforms that
we think are necessary to reduce intergenerational disadvantage, including service redesign, a focus
on prevention and early intervention, taking a ‘investment approach’ to refocus and reshape policy and
program interventions to drive social impact across the lifecycle of people experiencing disadvantage,
and build an outcomes management culture.?*

These reforms take time to develop and implement. Increasing the rate of Newstart, while by no
means a solution for families facing intergenerational disadvantage, would be an interim step in
recognising the value of supporting children and preventing entrenched disadvantage.
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Financial wellbeing

Financial inclusion and financial capability are an increasing focus of policy and investment in
Australia, and SVA are conducting a growing body of work in this area. We are drawing on the leading
international research which confirms that an improvement in objective financial situation (i.e. having
enough income) is a necessary pre-requisite for achieving financial wellbeing. As noted above, there is
clear evidence that current rates of Newstart are inadequate to meet basic living costs in Australia, so
any efforts to improve financial wellbeing of those on Newstart are unlikely to succeed.

One emerging area of work in this field is funeral poverty. Close to half of Newstart recipients are aged
45-64 years of age, which is a timeframe in which many people lose their parents and need to pay for
a funeral. For a person on Newstart the cost of a funeral could be more than 45 per cent of their
annual income (for comparison, for average Australians, a funeral costs around 10 per cent of their
annual income). This is yet another example of Newstart recipients being financially excluded from full
participation in Australian society. SVA are currently working with partners to develop a set of low-cost
funeral and financial products that are affordable to those on low incomes, however the $10-15 per
week contribution that these would cost will remain out of reach for those on current rates of Newstart.

Conclusion

We thank you for the opportunity to provide a submission to this important inquiry and welcome the
opportunity to further discuss the insights summarised here.

Yours sincerely

Katie Maskiell
Campaigns Manager
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