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HERE is nothing mysteri-
T ous about what is driving

welfare reform. The gen-
eral trends are easily iden-
tifiable from budget papers and na-
tional account data—the IPA Back-
grounder From Workfare State to Trans-
fer State! sets them out. The welfare
state, and welfare dependency, have
been growing at a rate which is simply
not indefinitely sustainable. In 1970,
less than 15 per cent of those aged 15
and over were on income support; now
over 30 per cent are—and the upward
trend continues.

Since 1983, the scope of govern-
ment action has narrowed, while the
size of government has continued to
grow, with the latter driving the
former. When the Whitlam Govern-
ment came to power, taxes were 23 per
cent of GDP: they recently hit a peace-
time record of 31 per cent of GDP, yet
the general government sector’s rate of
saving has fallen dramatically. The fis-
cal pressure from the increase in the
welfare state has generally been greater
than increases in revenue through
taxes, economic reform and growth.
Between the fall of the Whitlam Gov-
ernment and the election of the
Howard Government, the accumu-
lated net deficit on recurrent (that is,
non-capital) expenditure for all levels
of government was $119 billion or
$7,000 per Australian.” Pensions and
salaries were paid for by selling assets
or borrowing money.

Under this sort of fiscal pressure,
governments have been less and less
willing to support mendicant indus-
tries. The job of industry is to provide
revenue to support the growing wel-
fare state, it is not to be a mendicant
itself. Fiscal pressure has driven gov-
ernments to rationalize government
activities, to reduce liabilities and to
increase economic efficiency in order
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to increase revenues and reduce non-
welfare costs. That has led to de-regu-
lation—to improve the efficiency of
markets—and privatization—to pay off
debts accumulated through rising ex-
penditure, reduce infrastructure costs
for industry and improve the efficiency
of asset use and service delivery.

The Hawke Government used as-
set tests and the provision of family as-
sistance to low-income working fami-
lies to improve the targeting of wel-
fare. This process has been successful,
with the lowest tenth of income units
having had the highest rates of income
growth over the last 15 years—over 30
per cent growth compared with less
than 15 per cent for the top income
decile (all income deciles have expe-
rienced income growth).” There has
also been increased delivery of welfare
services through non-government bod-
ies—most dramatically through the re-
placement of the Commonwealth Em-
ployment Service with Job Network.
Nevertheless, the growing rate of wel-
fare dependency has not been directly
tackled.

From 1988 to 1998, excluding vari-
ous forms of age pension, the total
number of pensioners went up by al-
most a half, or 350,000, to over one
million.* Disability pensioners in-
creased by 260,000, or two-thirds, to
over 650,000; while parenting pay-
ment (single) increased by 134,000, or
56 per cent, to over 370,000.

In the five years from 1993 to 1998,
the total number of non-age’ pension-
ers and other income support recipi-
ents (other than students) went up by
almost 106,000, or six per cent, to al-
most two million, with the number on
benefits directly driven by unemploy-
ment falling by almost 44,000, or four
per cent. This occurred while employ-
ment grew by twelve per cent to 8.6
million and unemployment fell 19 per

cent to 730,000.

So, in a five-year period when em-
ployment is going up and unemploy-
ment is falling, we still get a six per cent
increase in welfare dependency (in line
with the six per cent growth in total
population).® The prospects when
there is an economic downturn, and
unemployment rises, are clearly worse.

The welfare system was originally
designed to catch those who ‘slipped
through the cracks’ of work and fam-
ily support. With about two million
non-age welfare dependants in a popu-
lation of 19 million with 9 million
employed,’ it has clearly expanded way
beyond its original intention. And it
is continuing to expand.

Growing welfare dependency can
only be effectively tackled by policies
which target dependency directly—
including those currently being ‘ware-
housed’ as disabled, sole parent and
mature age recipients. The introduc-
tion of ‘work for the dole’ and the ap-
pointment by the Howard Govern-
ment of the McClure Committee into
welfare reform hopefully indicate that
this is the next stage in policy.
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