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21 November, 2001

Ref: CO-ACSS (8)

Professor Dennis Pearce

Chairperson

Independent Review of Breaches and


Penalties in the Social Security System

PO Box 997

RANDWICK  NSW  2031

Dear Professor Pearce

RE: Catholic Welfare Australia Submission to the Independent Review

Catholic Welfare Australia welcomes this opportunity to lodge a brief submission with the Independent Review of Breaches and Penalties in the Social Security System.  As a participating national provider in the Job Network, this organisation has been actively involved in consultations and public debate on issues associated with welfare reform and possible changes in the delivery of income support payments and services to disadvantaged Australians.  An important consideration in this area has been the massive increase in the number of breaches imposed on job seekers over recent years.

Catholic Welfare Australia regards the current independent review as providing an important opportunity to address this increase in breaching while also highlighting the devastating consequences of this policy in the lives of vulnerable Australians.  Catholic Welfare Australia is grateful for the latitude given to us in making this late submission.

1. Catholic Welfare Australia

Catholic Welfare Australia is the peak body representing the social welfare apostolate of the Catholic Church in Australia.  It is a national federation of Catholic social service organisations that operate in local communities and at a Diocesan level, including Centacare agencies. Catholic Welfare Australia is an organisation of the Australian Catholic Bishops’ Conference and is responsible to the Catholic Bishops through a Board appointed by Conference. 

The mission of Catholic Welfare Australia is to promote and advance the ministry of Catholic social welfare as part of the core mission of the Church to be a sign of God's kingdom in the world.

It undertakes this mission by interacting with Catholic welfare organisations, governments, other churches, public institutions, business and all people of good will, and through the development of policies and programmes that promote the inherent dignity of each person.

In advancing the Church's concern to promote the dignity of work, particularly for those who are unemployed, 11 member agencies currently provide Job Network services.  These services are offered in 25 locations and through 60 service sites nationally.  As such, they constitute one of the ten largest Job Network members.  During 2000-2001, these agencies assisted over 50,000 seekers in various ways, including the assistance of over 13,000 job seekers directly into paid employment.  

2.
The Mission of Church Organisations Providing Government-funded Employment Assistance

Early last decade, the Catholic Church's involvement in national employment policy debate and the delivery of government-funded employment services increased in response to growing levels of unemployment.  On the eve of the Recession of the early 1990s, it was clear that the unemployment rate would rise dramatically and that a growing proportion of unemployed Australians would be long-term unemployed.
The network of Centacare agencies became more directly involved in assisting long-term and disadvantaged job seekers when the Keating Labor Government's Working Nation Strategy sought the involvement of non-government agencies to deliver Case-Management services.  Case Management was regarded as a characteristic mode of intervention for the helping professions tailoring holistic support to client need.  A key consideration for our member agencies considering involvement in employment services was that practical effect would be given to the Church's mission to be in solidarity with vulnerable and disadvantaged citizens.

The provision of professional welfare support to help disadvantaged citizens overcome the crisis of redundancy and loss of livelihood is a key element of the Church's Social Teaching which informed the involvement of Catholic welfare agencies in the delivery of employment services.

Catholic Social Teaching espouses essential principles on the nature of work which include:

· The dignity of work;

· The social evil of unemployment;

· The importance of a living wage;

· The commitment to full employment;

· The provision of programmes assisting people who are unemployed; and,

· The income support guarantee.

The most pressing need of citizens denied a living wage is the guarantee of income support.  The Church insists that the provision of adequate unemployment benefits is a fundamental duty of the state and is indispensable for the subsistence of people who are unemployed and their families.  As Pope John Paul II stated in his Encyclical, On Human Work:

The obligation to provide unemployment benefits, that is to say, the duty to make suitable grants indispensable for the subsistence of unemployed workers and their families, is a fundamental duty springing from the fundamental principle of the moral order.., namely the principle of the common use of goods or, to put it another and still simpler way, the right to life and subsistence.

The need for an income support guarantee is the most fundamental requirement on society to its unemployed citizens given that unemployment denies individuals and families an adequate safeguard against the ravages of poverty.  It is the fundamental building block on which labour market participation, policies of full employment, strategies of job creation, and employment and training assistance are based.

The importance ascribed to this value by the teaching of the Church would suggest it is less negotiable than the others.  In terms of our principles of human dignity and our concern for the most disadvantaged, it is an absolute.  The current breaching policy of the Commonwealth Government is seen to undermine a fundamental citizenship entitlement and impose hardship on people who are already in difficult circumstances.

With the important place given to employment assistance services in the mission of the Church, issues relating to the breaching of job seekers who are clients of Job Network providers are a significant concern.  However, it must be recognised from the outset that the contractual requirements placed on Job Network agencies to recommend breaches are only one aspect of the Government's increasing emphasis on imposing penalties on job seekers.

3.
National Data on Breaching

The significant increase in breach penalties over recent years suggests that more is occurring in terms of the Government's policy intention than maintaining the integrity of the Social Security system.

Between 1996/97 and 1999/2000, the total annual number of breaches increased from around 113,000 to 302,000.
  This is expected to rise to 349,000 for the year 2000/01. This represents a 309% increase in breaching over the past five years during a period of economic growth when the overall number of job seekers has fallen.  Furthermore, the introduction of compulsory 'Preparing for Work Agreements' in July 2000, has seen a shift away from administrative breaches (imposing a penalty between $300-370) towards the higher penalties of Activity test breaches (from $680 to 1,430). 

Recently, data published by the Australia Council of Social Service ('ACOSS') suggests a causal link between Job Network breach recommendations and Centrelink’s increased application of breaches.

Over the year to February 2001 there was a 66% increase in the number of breaches recommended by Job Network agencies.  While not all of these were applied, there was nevertheless a 45% increase in the actual number of penalties applied.  Given that Centrelink applies less than half of all Job Network breach recommendations, it has been stated that there is a significant 'over-reporting' of breaches on the part of Job Network agencies.  

Table 1: Job Network breaches imposed by Centrelink


Sept 2000 – Feb 2001
Sept 1999 – Feb 2000

JN breach recommendations
106,627
64,078

JN breach recommendations applied by Centrelink
49,420
34,044

% applied by Centrelink
46%
53%

Data revealing that Job Network recommended breaches amount to 50% of ‘third breach’ penalties is also a concern.

ACOSS figures show the main reason behind Activity Test breaches is the failure of Job Seekers to attend interview with a Job Network member.
  This is confirmed by a recent Salvation Army report into the Social Security penalty experiences of individuals seeking emergency relief.

Although a significant proportion of Job Network breach recommendations are made for this reason, it is suggested that relatively few of the recommendations are ultimately applied.  If this is the case, it could mean that there is too high a level of recommendations being made on this criterion.

However, if in most cases the interview that was not attended were the first interview with the Job Network provider, then a different picture would emerge.  The possibility that a majority of these breach recommendations are not applied could suggest a significant number of those initially failing to attend an interview subsequently present to Centrelink and then the provider so as to secure their payments which are suspended immediately on the agency's notification of non-attendance.  In this way, Job Network agencies may be in a situation of having to utilise the notification as the only available means to ensure clients make their initial contact with the Job Network system.

Procedurally, this recommendation process is straight forward, with the case manager having no alternative after attempting to contact the job seeker but to inform Centrelink of non-attendance.  

Because the category 'did not attend an interview' appears to be a predominant basis for breaching recommendations and because it is so closely associated with Centrelink's referral process, it is recommended that the responsibility for monitoring job seekers' initial contact with Job Network agencies is made the sole responsibility of the referring agency — Centrelink.

Secondly, it is recommended that breach penalties imposed as a result of job seekers' failure to attend initial interviews with Job Network agencies should attract no penalty or at most the administrative breach penalty (i.e. attracting a lesser penalty of between $300 and 370 as compared to the third round Activity-Test Breach penalty of between $1,160 and $1,431). 

4.
The Ethical Dilemma of Being a Third Party in the Process of Breaching Job Seekers 

The ethical consideration of breaching becomes a very practical concern where contracted agencies are engaged in the process of determining the entitlement of fellow citizens to their right to subsistence.  This is a particular concern for those agencies fulfilling a charitable or altruistic mission.

Prior to the involvement of Centacare agencies in Working Nation, the then National Director of the Australian Catholic Social Welfare Commission predicted that the requirement on agencies to recommend breaches would be the most ethically contentious of a range of challenges associated with the contracting out of employment services.

The case management relationship is about trust, care and shared dignity; it should not have any policing component in it. The responsibility to report breaches of activity tests to the CES which is likely to result in financial penalties and possibly the removal of people form the case management system will see a conflict of interest emerge with some regularity for Contracted Case Managers.

Over the life of Job Network and Mutual Obligation, the reporting requirements on agencies have become increasingly defined.  More than this, it seems agencies are actively encouraged to be more efficient in recommending breaches.  The Second Departmental evaluation of Job Network put it in no uncertain terms that breach recommendation levels of member agencies could be significantly higher.
  The extent to which this policing is now detailed and contractually required reveals this function is now regarded by the Commonwealth as a core component of employment assistance.

Being committed to the wellbeing of disadvantaged jobseekers, Catholic Welfare Australia and its member agencies wish to express a concern over this apparent shift in emphasis towards breaching.  Centacare agencies involved in the Job Network aim to ensure that breach recommendations are made only as a last resort.  Catholic Welfare Australia supports any reasonable initiative that will reduce the impact of breach penalties and prevent any expansion of the reporting requirements already imposed on contracted agencies. 

5.
Catholic Welfare Australia's Principal Objections to the Increasing Rate of Breaching

Catholic Welfare Australia maintains that the imposition of breaching penalties has dire consequences for already disadvantaged citizens.  These consequences are of greater concern given recent increases in the overall number of penalties imposed on job seekers.  Catholic Welfare Australia wishes to highlight its principal objections to the Commonwealth Government's approach to breaching in the light of the consequences of this policy.

· Undermining the income support guarantee

Australia's welfare system traditionally guaranteed citizens income support through periods of financial vulnerability and hardship.  Payments have been made, not as some kind of gratuity or handout, but as compensation provided by the community to individuals and families for market income lost through unemployment, illness and caring work outside the labour market.

However, the Commonwealth Government has sought to reverse the direction of this transfer by promoting the concept that recipients owe a debt to society and should be subject to harsh eligibility and activity tests.  The obligation of the community to support its members through difficult times by virtue of their humanity and their citizenship is now being undermined.  And the accompanying political rhetoric which casts the unemployed as 'job snobs', prone to 'long-term idleness' and 'abusing the essential decency of the Australian community' has promoted a view that recipients are getting something for nothing.

While recognising the responsibility of the Commonwealth Government to maintain the integrity of the Social Security system and to ensure the wise use of tax revenue in this area, the rapid growth in breach penalties would suggest that the guarantee of income support is now at risk.  However, the fact that convictions for Social Security fraud have remained consistently low at between 0.1 to 0.5% of CES and Centrelink payment reviews over the years indicates the integrity of the Social Security system is not threatened. 

It is feared that breaching policy and its associated rhetoric is now weakening our society's resolve to live up to the responsibility to provide work for all.  This is a serious concern since employment creation in addition to targeted assistance to the most disadvantaged provides the real solutions to unemployment — not to mention the most effective avenue to divert job seekers from the breaching penalty regime.

· Reaping budgetary savings from income support recipients
A conclusion that may be reached from the Government's policy of Mutual Obligation - including programmes such as Work for the Dole and the higher application of breaching penalties - is that the individual's worth is reduced to an economic valuation while they are kept outside the formal labour market.  Catholic Welfare Australia is concerned about the savings that are being made through the cancellation or reduction of job seekers' entitlement. The Commonwealth is reaping budgetary savings of well over $250 million annually through the application of breach penalties.  What Government ministers couch in terms of 'protecting the public purse' is actually a means of clawing back income support payments.

· Condoning a three-fold disadvantage

The impact of penalties is of grave concern when it is considered that the breaching process is the third in a series of losses experienced by the job seeker.  First, they have been denied their human right to a job providing a living wage that would maintain dignity and provide for the future.  Secondly, they are forced to exist on payment of just over 40% of the minimum wage, at around 30% below the poverty line and only 25% of average weekly earnings.  The final indignity is a range of penalties as high as $1,400.

The Salvation Army has reported that 70% of people seeking emergency relief as a result of a breach penalty were unable to afford food & medication, or to pay gas, electricity, phone, water and rental costs. And 16.5% identified that breaching had rendered them homeless.
  Furthermore, it is noteworthy that even prior to recent increases in demand for emergency relief, the St Vincent de Paul Society estimated that at least 45% of their clients were unemployed and in receipt of income support.

In the long-term, the reduction or suspension of payments may actually hinder effective job search by making subsistence a higher priority in the lives of clients.  More immediately, the policy creates or exacerbates poverty and contradicts the rhetoric about the welfare system promoting recipients' participation in the life of the community. 

· Further disadvantaging the most vulnerable

Independent research has found that some of the most disadvantaged client groupings are vulnerable to breach recommendations and to incurring penalties.  Among those most at risk are the homeless, indigenous job seekers, people with psychiatric conditions, those with drug and alcohol problems, those with poor literacy levels, people with acquired brain injury, victims of domestic violence, and those who find a job but wait to declare their new earnings until their first pay check arrives.

While people with significant disadvantages such as homelessness, drug dependence or psychiatric illness are officially exempted from the activity test, the assessment processes applied by Centrelink often fail to record adequately the real incidence of need among clients. Catholic Welfare Australia is concerned that these groups are least able to successfully negotiate the social security and employment service systems and that this may make them more vulnerable to incurring breaches.

· Systems which place bureaucratic procedure before the needs of the person

Catholic Welfare Australia maintains that the current system of support gives precedence to a bureaucratic procedure that entails over 60 criteria that can trigger a breach.  ACOSS has stated that penalties are often imposed by Centrelink without seeking a 'reasonable excuse' from the client and that many are unaware of their right to appeal a decision.  To have the penalty overturned and their payment reinstated, recipients must prove innocence at the same time as facing financial hardship that sometimes results in homelessness.

The necessity for swift and accurate processing of clients referred from Centrelink to a range of agencies involved in the income support and employment services systems is crucial and could well be made more efficient.  Catholic Welfare Australia is aware of certain cases in which clients have been wrongfully breached because of the inefficiency and inaccuracy of referral methods.  If such cases can be taken as indicative of broader processing and administrative difficulties, it is imperative that reforms occur to ensure that clients are not breached for the failure of bureaucratic and unresponsive case-handling systems. 

· Putting already vulnerable people at risk

With their payments reduced or cancelled, it might be expected that people would turn to their family networks for support. However, one of the most striking aspects of the experience of people in need of emergency relief is their estrangement from kin.  It has been found that many in this situation have family relations characterised by conflict, estrangement and mutual impoverishment.

Charities such as St. Vincent de Paul have seen an increase of up to 20% in demand for emergency relief over the past year.  The Salvation Army's emergency relief division surveyed 1,500 people seeking such support and found that one in four people had been breached in the past year, one in five had been breached three or more times, and one in six had their benefit cancelled for the two month period.

It is a real concern that the charities report they are not so much providing one-off crisis relief but rather a supplement to inadequate income support payments.  The charities find themselves assuming the Government's abrogated responsibility to the unemployed.  Confirming this is the recent practice of Centrelink formally (i.e. in writing) referring breached clients to charities for emergency support.  This formal referral has led some clients to believe that they have a legal right to charitable services.  While such agencies avoid turning people away and provide every possible assistance, the expectation of support has caused tension on occasions as clients demand certain types of assistance and in some instances have been found to harass volunteers.

However, by far the most alarming consequence of the distress visited upon an already vulnerable group of Australians is that, without viable alternatives, many have turned to crime.  The Salvation Army has reported that a disturbing proportion of emergency relief applicants - 10.9% or one in nine people - resort to crime to pay for food, bills, medication or shelter.  This 'socially unacceptable' behaviour is a direct result of the breaching process.

6.
Some Observations on the Role of Job Network Agencies in the Process of Breaching

Catholic Welfare Australia and its member organisations have spoken out against the punitive nature and deleterious consequences of the Commonwealth Government's breaching policy and penalty regime.  Catholic Welfare Australia will continue to voice its position on this issue publicly and among its network of provider agencies and advocacy bodies.  At a local and national level, Catholic Welfare Australia will continue to lobby the Government and its Departments to temper the worst excesses of the policy as mentioned above.

Contracted agencies of the Job Network and some Mutual Obligation programmes may have developed policies and procedures concerning their contractual requirement to recommend breaches either individually or as part of a network of providers.  While it is properly the place under current arrangements for individual agencies and their particular networks to determine the kind of policies and procedures they will introduce in this area so as to ensure breaches are only recommended as a last resort, there may also be a role for sector organisations such as Jobs Australia Ltd. and the National Employment Services Association to assist provider networks in any of their attempts to establish and/or standardise such policies and procedures nationally.

Following on from this suggestion is the need for the Department to improve Job Network providers' access to data on their own performance in recommending breaches.  From all accounts, the retrieval of this information is time-consuming because there are no standard reports and many individual inquiries need to be made to the DEWRSB database.  More effective retrieval of such data is vital for individual agencies and provider networks wishing to undertake regular reviews of their performance in this area.

While Catholic Welfare Australia believes that national data on overall breaching levels including aggregate data on Job Network breach recommendations should be more easily accessible and publicly available, it is appropriate that data on the breach recommendations of individual Job Network providers should be available only to those particular providers.

7.
Concluding Statement

Catholic Welfare Australia and its member agencies involved in the Job Network have a strong commitment to assisting individuals and families afflicted by unemployment and made vulnerable to poverty as a result of being denied access to an adequate and stable market income.  Centacare agencies have a lengthy tradition of involvement in the delivery of labour market programmes which reaches back to 1976 when our member agencies were involved in the Community Youth Support Scheme.

Underpinning the growing involvement of our network's involvement in the provision of employment services is the conviction that Church and community-based welfare agencies have a valid and important contribution to make in the lives of vulnerable and disadvantaged job seekers through the provision of holistic and tailored employment support.  

In the context of this lengthy history of providing quality employment and training services, Catholic Welfare Australia continues to question certain onerous activities it is contractually bound to perform as a provider of Job Network and some Mutual Obligation programmes.  The requirement to recommend breaches is one of those activities.

Catholic Welfare Australia welcomes this opportunity to make a brief submission to the Independent Review of Breaches and Penalties in the Social Security System and looks forward to the final report of this inquiry. 

Yours sincerely

Mr Toby O'Connor

National Director
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