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About Catholic Social Services Australia

Representing 64 member organisations, Catholic Social Services Australia is the Catholic Church’s
peak national body for social services. It advises the Australian Catholic Bishops Conference on
social policy issues as well as supporting the delivery of a wide range of social service programs.

For 50 years, Catholic Social Services Australia has assisted and promoted better social policy for
the most disadvantaged people in Australian society. This continues a much longer tradition of
such engagement by the Catholic Church in Australia.

Catholic Social Services Australia has the mission of promoting a fairer, more inclusive society that
gives preference to helping people most in need. It is committed to an Australian society that
reflects and supports the dignity, equality and participation of all people. To this end, Catholic
Social Services Australia works with Catholic organisations, governments, other churches and all
people of goodwill to develop social welfare policies and other strategic responses that work
towards the economic, social and spiritual well-being of the Australian community.

Our 64 members employ over 6,500 people and provide 500 different services to over a million
people each year from sites in metropolitan, regional and rural Australia. Services provided by our
members encompass aged care, community care, disability services, drug and alcohol services,
employment and vocational programs (including Job Network, Disability Open Employment and
Personal Support Program), family relationship services, housing, mental health, residential care
and youth programs.



Summary

The puzzle of mutual obligation — with its tough work requirements, bureaucratic supervision and
income support sanctioning — is why people have to be coerced into behaving in their own
interest.

Politicians on both sides of politics argue that people are better off working than relying on income
support. Work is better, not just for individuals, but for their families as well. As a result, forcing
income support recipients to participate in programs which will help them find and prepare for work
is justified.

A second argument for tougher mutual obligation requirements is that individuals have a moral
obligation to contribute to the community through work. Emphasising moral obligation rather than
well-being is a not-too-subtle sign that moving from welfare to work may not always make
recipients better off. As difficult as life on income support payments might be, some of the jobs
created in a more flexible labour market may be little better.

Lurking behind policies designed to enforce work obligations is the suspicion that some income
support recipients are happier and more comfortable on ‘the dole’ than they are doing the ‘right
thing’. This largely untested idea has a profound effect on policy making. All welfare recipients are
affected by suspicions about the behaviour of a few.

In the most recent wave of changes, attention has shifted from enforcing unemployed people’s
obligation to work to include enforcing parents’ obligation to care for their children. In principle,
anyone who receives an income support or tax benefit from the government could be subject to
mutual obligation and bureaucratic supervision of their conduct. Policies created to address
problems in remote Indigenous communities can eventually spread through the system as a whole.

Over the past 20 years there have been four important shifts in Australian mutual obligation policy.
Obligations imposed on income support recipients have been:

« Expanded beyond workforce participation to include a more open ended set of
‘obligations to society’. Prior to 1997 recipients of unemployment allowances were expected
to search for work, accept job offers and participate in programs designed to help them
prepare for and find work. With the introduction of Work for the Dole in 1997, recipients of
unemployment allowances could be required to work in return for support. In 2007 the
government announced that it would extend these obligations to include “behaviours that
address, either directly or indirectly, the welfare and development of children.™

« Extended in scope by applying them to a broader range of allowances and pensions, and
by transferring some individuals formerly receiving parenting or disability pensions to
Newstart Allowance.

« Applied to entire communities  as well as to individuals. As part of the 2007 national
emergency response to child abuse in the Northern Territory, the government announced
that it would apply mutual obligation requirements to all income support recipients in some
Indigenous communities in the Northern Territory.

e Enforced more harshly . Individuals who fail to comply with the government’s requirements
have been subjected to increasingly harsh non-compliance penalties.

The theory and origins of mutual obligation
The idea that recipients of government support have mutual obligations is not a new idea. In the

early 20th century Fabian socialists, Sidney and Beatrice Webb, invoked the doctrine of mutual
obligation against the ‘reformed’ English poor law and the philosophy of laissez faire.



The laissez faire solution to welfare dependency was to make claiming poor relief so difficult and
unpleasant that the worst available job was better than life on relief. For supporters of laissez faire,
the government’s only obligation was to prevent the poor from starving to death. In its most
extreme form, laissez faire holds that individuals have no positive obligations except those they
choose to accept through contract.

In rejecting laissez faire, the Webbs invoked a “doctrine of a mutual obligation between the
individual and the community.” For the Webbs, obligations were not freely chosen. For the
‘unemployable’ and work-shy, they called for disciplinary training with the threat of “the reformatory
Detention Colony in the background.” Their plans for a welfare regime based on mutual obligation
were eventually frustrated by the introduction of a system of social insurance — a system that
appealed to self interest rather than moral obligation.

In the 20™ century, Australian policy makers attempted to prevent poverty and destitution by
promoting full employment and mandating a living wage. Income support was created as a safety
net. After World War Il the government accepted an obligation to maintain the conditions which
would make full employment possible. But the economic problems of the 1970s and 80s convinced
policy makers that the old employment-generating policies would no longer work.

By the 1980s policy makers had become convinced that much of Australia’s unemployment was
about a mismatch of skills rather than a lack of demand for labour. So if government was obliged to
maintain full employment, this meant an obligation to educate and train the workforce, not just
manage the demand for labour. This marked a return to the idea of a two-way obligation that had
been promoted by the Webbs.

Under the Hawke and Keating governments, policy makers made unemployment allowances
conditional on participation in programs designed to help recipients find and prepare for
employment. The Keating Government put this principle of ‘reciprocal obligation’ into practice with
the Job Compact, the centerpiece of its Working Nation initiative. Under the Job Compact the long
term unemployed would be offered either a job or a place on a labour market program that
combined paid work with training. Refusing the offer was a breach of reciprocal obligation
requirements.

After the change of government in 1996 the Labor Government’s Working Nation programs were
dismantled. After a short period the new Coalition Government introduced Work for the Dole and
announced the principle of ‘mutual obligation’. Under mutual obligation, recipients of
unemployment allowances could be asked to work in return for their payments.

Like the Webbs a century ago, the government does not believe that citizens can be left alone to
pursue their interests — some people, such as welfare recipients, require state supervision. But
going beyond this, the current government also argues that income support recipients have
obligations to society that extend beyond accepting assistance to find work and avoid welfare
dependence.

According to Joe Hockey, the Minister for Employment and Workplace Relations, “people of
working age are much better off financially and psychologically if they find paid work.” In a recent
paper Hockey highlights Australia’s low unemployment rate and cites evidence from Australian and
international studies to support his claim that income support recipients will be better off even if
they take casual and low paid work.*

If this is right then it is difficult to understand why individuals who are able to work would choose to
remain on income support. Why is it necessary to impose mutual obligation requirements if
incentives are already in place?

The government’s current policies are based around the assumption that individuals are incapable

of looking after their own interests and those of their families. Even though they would be better off
in work, they fail to do what is needed to find it. In adopting mutual obligations the government, like
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the Webbs, has turned away from market-based solutions and towards paternalism. Mutual
obligation rests on the assumption that policy makers are more rational and more moral than
income support recipients. Despite knowing their own circumstances far better than policy makers,
the assumption is that income support recipients are too incompetent to be trusted to act in their
own interests or to abide by widely held social norms.

Under our current system, if suitable jobs are freely available and people still remain on income
support, many economists would conclude that these individuals were better off on welfare than
they would be in work. If recipients are acting rationally in pursuing their interests, then forcing
them into employment would make them worse off.

Like the policies promoted by the Webbs, today’s mutual obligation policies are grounded in a
rejection of this analysis. Supporters of mutual obligation deny that income support recipients are
the best judge of what is in their own interest or that they are able to live according to their own
moral values. As a category, income support recipients are judged to be incompetent.

Whether it is implemented by socialists or conservatives, mutual obligation policy embraces
paternalism. The government claims the right to direct and supervise the lives of its citizens.

American academic Lawrence Mead has produced the most explicit justification of paternalism and
mutual obligation policy. Mead argues that the jobless poor share the same values as other
Americans but fail to live by them. While they believe in the work ethic they make little effort to find
or keep paid employment. And, according to Mead, they tend to resist working in the only kinds of
jobs which are available to them — menial, poorly paid jobs.®

Mead sees ‘work for the dole’ programs as part of a trend towards enforcement: “Government is
moving away from freedom and towards authority as its basic tool in social policy.” Rather than
using programs to improve incentives or opportunities, governments should use them to enforce
social norms. Mead calls this approach ‘the new paternalism.’

Catholic social teaching and income support policy

In light of the Church’s teaching, Catholic Social Services Australia argues that Australia’s income
support system should be guided by five principles:

1. Respect for human dignity:  Mutual obligation policies should be designed, promoted and
administered in a way that respects the dignity of individuals, their families and their
communities. The policies should not be stigmatising or demeaning. Respect for human
dignity is the key principle from which the other four principles flow.

2. Respect for the rights of the family: ~ Family members have a right as well as a
responsibility to make decisions about their own welfare and the welfare of children. Where
possible, governments should help families take responsibility and support them to make
the right decisions. In meeting its obligations to support individuals and families,
government must assist — rather than attempt to control — individuals, families and
communities.

3. Arright to financial support for those in need: The community has an obligation to
support individuals when they cannot support themselves or have family obligations which
interfere with paid work. Because payments are made on the basis of need, accepting
income support should not be seen as generating a ‘debt to society’ that needs to be repaid
through work.

4. A government that meets its obligations: Government has obligations which extend
beyond providing financial support. Individuals have obligations that can include
contributing to the community through paid work or caring for family members. In turn,
government has an obligation to help individuals meet their obligations and develop their



potential. Government can do this by pursuing full employment and providing the education,
training and other services individuals need in order to develop their potential as
contributing members of the community.

5. Mutual obligation activities should benefit recipie nts and their families: Mutual
obligation activities should be implemented in a way that benefits either the income support
recipient or those who rely on them for care. Policy makers should not use these activities
to deter claims for income support or as a substitute for fraud prevention. Treating all
income support recipients as dysfunctional and untrustworthy is inconsistent with a respect
for human dignity.

While these principles are grounded in Catholic Social Teaching, Catholic Social Services Australia
argues that the Church’s social teaching can contribute to a dialogue with all people who are
concerned with social well-being and human dignity.”

What's wrong with the current mutual obligation app roach?

From the perspective of the principles for income support policy, there are a number of major
problems with the Australian Government’s current approach to mutual obligation. This approach:

« stigmatises recipients of income support;

* is punitive and focused on deterring claims rather than assisting recipients to meet their
obligations;

+ frames welfare reliance as if it were a law and order issue with a focus on enforcement; and
« removes responsibility from individuals, families and communities.

The current approach to mutual obligation is crippled by unjustified pessimism about the ability of
individuals, families and communities to take control of their own lives and futures. Blanket
assumptions about the character of recipients and frustration with the poor performance of some
labour market programs in the past has led to a punitive approach to mutual obligation that
undermines dignity and freedom.

Making it mutual — towards a better mutual obligati on policy

Moving income support recipients from welfare to work should not be an end in itself. From the
perspective of Catholic social teaching, the aim of income support and welfare to work policies is
human development. The Compendium of the Social Doctrine of the Church makes this point
clearly: “Each person must have access to the level of well-being necessary for his full
development.™

Mutual obligation policy should not just encourage individuals to meet their obligations but should
support them to develop their capabilities. There are five steps the Australian Government could
take now to improve income support and employment policy:

1. Review the adequacy of income support payments: Countries with more adequate rates
of income support have lower rates of poverty. US evidence suggests that adequate
resources are particularly important for child outcomes.? Government should review the
adequacy of income support payments and link rates to the actual cost of living for
recipients.

2. Clearly separate compliance from assistance: Job Network and other employment
services should not be used as compliance measures. Centrelink should be responsible for
ensuring that income support recipients are eligible for assistance while Job Network
agencies should focus on improving recipients’ prospects for employment.



3. Replace Work for the Dole: Work for the Dole should be replaced with a work experience
program designed to improve the employment prospects of participants. The new program
should not be a mechanism for extracting work in return for benefits or deterring claims for
income support. The name of the program should reflect its new purpose.

4. Provide better support to parents:  US evidence suggests that moving parents from
welfare to work does not automatically produce better outcomes for children.*® Family
income and the quality of care children receive outside the home make a difference.
Government should move beyond a punitive approach to mutual obligation for parents and
offer more evidence based support. Evaluation of the Welfare to Work initiative should
measure the impact of the reforms on child well-being.

5. Use evidence to inform policy change:  When new policies are implemented they should
be supported by evaluation findings or well-established theory about what works. A number
of the government’s policies — such as quarantining as a solution to truancy — have no
sound basis in evidence.™

Income support recipients do have obligations to the broader community. The problem with the
current approach is that it fails to recognise that the obligation is mutual.
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1 Introduction

According to Employment and Workplace Relations Minister Joe Hockey “people of working age
are much better off financially and psychologically if they find paid work.”? Labor’s shadow
minister, Penny Wong agrees, writing that “people will have the best chance of building a
prosperous future for themselves and their families if they have a good job.”** The puzzle of mutual
obligation policies with their tough work requirements, bureaucratic supervision and income
support sanctioning, is why people have to be coerced into acting in their own interest. Why would
income support recipients resist the move from welfare to work if it would so obviously make them
and their families better off?

As it is administered today, mutual obligation is an exercise in selective paternalism. While some
Australians are treated as capable of taking responsibility for their own welfare, others are not.
While recipients of the first home owners’ grant, drought relief and Family Tax Benefit are treated
as responsible adults, recipients of ‘welfare’ payments like Newstart Allowance and Parenting
Payment (single) are increasingly treated as though they are incompetent.

A second argument for tougher mutual obligation requirements is that individuals have a moral
obligation to contribute to the community through work. The emphasis on moral obligation rather
than self interest is a not-too-subtle sign that moving from welfare to work may not make all
recipients better off. As difficult as life on income support payments can be, some of the jobs
created in a more flexible labour market may offer little more. This is a fact that cabinet minister,
Tony Abbott came close to acknowledging in a speech to the Centre for Independent Studies:

Why might a generous safety net designed to help people on the dole coupled with wage restraint
designed to boost jobs turn out to make unemployment worse? Because for many people working
has become more trouble than it's worth. Wage restraint might indeed produce a glut of jobs, as
economists claim, but not of willing workers to fill them in the absence of either a strong work ethic or
a welfare system geared to keeping people active.**

Tony Abbott quotes the American academic Lawrence Mead in a support of mutual obligation
policy. For Mead these kinds of policies are part of the ‘new paternalism’ — an approach that
“assumes that government agencies can direct the lives of the disadvantaged better than they do
themselves.”

Few would disagree with the idea that there is an obligation to contribute to community through
work (paid or otherwise), but there is little agreement about what this means for government policy.
In a 1941 essay, George Orwell imagined a society where nobody would be able to live without
working — a society where all those who were able to contribute to the community were obliged to
do so. But the non-contributing citizens he had wanted to put to work were not unemployed
workers or single mothers, but the ‘idle rich’ who made their living from the returns on shares and
property.’® As the Centre for Independent Studies’ Peter Saunders rightly observes, if work is an
obligation of citizenship then, logically, it must apply to everyone.'” If work really is a moral
obligation, why not apply mutual obligation to the idle rich?

Building on the Hawke Government's reciprocal obligation policies of the late 1980s and the
Howard Government’s Work for the Dole initiative of 1997, mutual obligation requirements have
expanded over time. Where they once applied only to unemployed young people, they can now
apply to older adults, single parents, people with disabilities and entire Indigenous communities.
Where they once applied only to labour market participation, they can now cover activities such as
parenting. It is not clear where the expansion of government-imposed mutual obligations will end.

The position of Catholic Social Services Australia is informed by Catholic social teaching. A key
element of this teaching is respect for human dignity and the freedom that implies. Individuals,
families and communities have a right to take responsibility for their own affairs. From this
perspective, current mutual obligation policies:
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« Stigmatise entire groups of income support recipients by singling them out for special
treatment on the basis of their alleged incompetence;

» Are punitive and focused on deterring claims for assistance rather than assisting recipients
to meet their obligations and develop their potential;

» Frame welfare reliance as if it were a law and order problem with a focus on enforcement;
and

* Remove responsibility from individuals, families and communities.

Catholic Social Services Australia takes the position that income support payments should be
adequate for the needs of recipients and their families and that any requirements imposed on
income support recipients should be for their benefit. The rationale for requirements should be
based on sound evidence rather than opinion, and non-government agencies participating in Job
Network and other programs should not be expected to take over Centrelink’s role in preventing
fraud and policing compliance with eligibility rules.

As a first step towards a more balanced system of obligations, the government should replace
Work for the Dole with a work experience program that is explicitly designed to improve the
employment prospects of participants. Such a program would not be designed to extract work in
return for benefits or to deter claims for income support. The name of the program should reflect its
new purpose.

The government’s role should be as an enabler rather than an enforcer. In a system of genuine
mutual obligation government interventions would enhance opportunity, create incentives and
provide resources that would encourage and enable people to take responsibility for their own
lives.

2 The Australian Government’s mutual obligation pol icy

With the creation of Work for the Dole in 1997, the Australian Government asserted that individuals
claiming unemployment allowances have an obligation to work in return for income support. Once
confined to the able-bodied unemployed, mutual obligation requirements can now apply to single
parents and people with disabilities. The range of obligations has also expanded.

More recent changes extend the mutual obligation principle into the lives of families and
communities. Families, Community Services and Indigenous Affairs Minister Mal Brough said in
August 2007, when introducing into Parliament legislation providing for “income management” (or
“quarantining”) of income support payments:

The government’s aim is to extend the principle of mutual obligation beyond participation in the
workforce to a range of behaviours that address, either directly or indirectly, the welfare and
development of children.*®

Centrelink and contracted welfare agencies will now have the authority to intervene in the lives of
individual families and communities. While this significant policy change is being justified on the
grounds that some parents are neglecting and abusing their children, it is not clear what limits
there are to future interventions. After all, there are few parental behaviours that do not influence
the welfare and development of children in some way.

Over the last decade obligations imposed by government on income support recipients have
increased at a time when obligations imposed on most other members of society have not. Under
recent changes to workplace relations legislation, for example, employers have fewer obligations to
their employees than before. While the government claims community values as a mandate for
expanding the range of obligations imposed on income support recipients, there has been little
opportunity for the community to be involved in policy making. In justifying the the most recent
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changes, Mr Brough said that the need to act on a national emergency in Indigenous child welfare

was so urgent that there was no time for ‘red tape’ and ‘talkfests’.*

In the United States the extension of mutual obligation has gone even further than in Australia. For
example, in a last minute change to the 1996 welfare reform bill, Texas senator Phil Gramm
pushed through an amendment that enabled states to prevent individuals from receiving income
support or food stamps if they had a conviction for drug use, possession or distribution.

2.1 The scope of mutual obligation requirements —a  ctual and potential

Mutual obligation tests fall into five categories. Some of these tests have been applied in Australia
while others have been applied overseas.

« Work test: Under a work test, recipients of unemployment allowances must show that they
are taking reasonable steps to find work and that they are willing to accept suitable job
offers. This requirement has always applied to unemployment allowance claimants in
Australia.

e Activity test: An activity test expands on the work test by requiring recipients to address
barriers to work, such as a lack of marketable skills. It was introduced into Australia in 1989
where the policy of ‘reciprocal obligation’ required recipients of Newstart Allowance to
participate in government-funded labour market programs. Recent changes under Welfare
to Work, which began operating in 2006, are moving some groups of single parents and
people with disabilities onto unemployment allowances rather than parenting payments or
disability pensions, and bringing them under the activity test regime. The same set of
changes has meant that some single parents remaining on parenting payments are also
now subject to activity tests.

« Workfare test: A workfare test requires recipients to work off the value of their income
support payment in order to remain eligible. The test was introduced in Australia in 1997
with the creation of the Work for the Dole scheme. Initially applied only to the young
unemployed, it was later extended to other groups.

¢ Conduct tests: The most radical development is of the introduction of ‘conduct tests’
unrelated to labour market participation. These tests attempt to enforce a much broader set
of obligations that extend beyond searching for or preparing for paid work or “working off”
income support payments.

One kind of conduct test is to require parents to meet certain obligations to the children in
order to avoid having their parenting payments ‘quarantined’ or managed on their behalf.
These obligations can include making sure children are enrolled in school and attending
regularly. While this policy was introduced in the Australian Government’s August 2007
legislation package on its “emergency response” to the situation in Northern Territory
Indigenous communities, in some respects it applies beyond the Indigenous context.

In the future policy makers test could expand the conduct test to include other social
obligations such as abstaining from drugs and alcohol, abstaining from offensive or
threatening behaviour and keeping a clean and tidy house and garden.?

Conduct tests can also be imposed on entire communities rather than being restricted to
individuals. The Government’s emergency measures for Indigenous communities in the
Northern Territory will ‘quarantine’ the income support payments of all community residents,
not just those who fail to meet their obligations.

« Character test: In some US states, individuals with a felony conviction for illegal drug

possession, use or distribution are banned for life from receiving income support.?* This
amounts to a character test similar to that used in immigration policy.
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Australian policy-makers have not proposed applying a character test for income support
eligibility.

2.2 The expansion, extension and increasingly harsh enforcement of mutual obligation
requirements

Over the past 30 years there have been four important shifts in Australian mutual obligation policy.
Obligations imposed on income support recipients have been:

« Expanded beyond workforce participation to include a more open ended set of
‘obligations to society’;

« Extended in scope so that they now apply to broader range of allowances and
pensions, and by the transfer to Newstart Allowance of many individuals formerly
receiving parenting or disability pensions;

* Applied to entire communities as well as to individuals: and

« Enforced more harshly. Individuals who fail to comply with the government’s
requirements have been subjected to increasingly harsh non-compliance penalties.

2.2.1 Moving beyond workforce participation

Prior to 1997, mutual or reciprocal obligations were restricted to workforce participation. Income
support recipients on activity tested allowances were expected to search for work, accept
reasonable job offers and take advantage of labour market programs such as job clubs, work
experience programs and short training courses.

With the introduction of Work for the Dole in 1997, the Australian Government introduced a
‘workfare test’. Income support recipients could be asked to ‘give something back to the
community’ in return for their payments. As the employment minister, David Kemp, put it: “Mutual
obligation is a principle which states that it is fair and just that people receiving unemployment
allowances be asked to make a contribution to the community in return.”

Dr Kemp was clear about the purpose of Work for the Dole. He told Parliament that “The
government recognises that the work for the dole initiative is not a solution to youth unemployment
and has not represented it as such.””? Government members stated that this was not a labour
market program and was, because of this, fundamentally different to the previous government’s
programs under the Working Nation initiative.?®

In 2007 the Prime Minister expanded the scope of mutual obligation again when he announced
that income support recipients should “meet basic obligations to society” in return for their
payments.?* According to Families, Community Services and Indigenous Affairs Minister Mal
Brough, these basic obligations can include an unspecified range of “behaviours that address,
either directly or indirectly, the welfare and development of children.”®®

Recipients who fail to meet certain perceived obligations may now be sanctioned by having their
income support payments subjected to ‘income management’ (‘quarantined’). Prior to this new
system, where recipients did not voluntarily enter into Centrelink’s scheme for diverting income
support payments towards bills, then the effect of the inalienability of income support payments
was that all payments were made directly to recipients. Now, where certain circumstances are met
(including residence in certain Northern Territory Indigenous communities), a proportion of income
support payments will be put under the control of Centrelink or a non-government agency.
Centrelink or the agency will then manage the quarantined income to meet essential expenses
such as food, clothing and housing.
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2.2.2 Extending the scope of mutual obligation — from the unemployed to single parents and
people with disabilities

Before 2001, activity testing and Work for the Dole applied only to recipients of unemployment
allowances. That has now changed, particularly since the 2006 Welfare to Work package.

The participation requirements imposed on principal carers receiving income support are one
example.

With the introduction of the Australians Working Together initiative, activity testing was extended to
recipients of Parenting Payment — but was mandatory only for parents whose youngest child was
aged between 13 and 15. From 1 July 2006 these obligations were strengthened. Activity testing
and Work for the Dole were applied to parents with children aged 6 to 15 and to people with
disabilities capable of working part time.

Currently an activity test applies to most new applicants for Parenting Payment (Single or
Partnered) from the time their youngest child turns six. When a single parent’s youngest child turns
eight they can no longer receive Parenting Payment and must apply for another income support
payment such as Newstart Allowance. By contrast, new applicants for Parenting Payment
(Partnered) must apply for another payment when their youngest child turns six.

Different rules apply to those who were granted Parenting Payment before 1 July 2006. If there are
no extended breaks in their receipt of Parenting Payment, such recipients can remain on Parenting
Payment until their youngest child turns 16. However, they do face an activity test beginning when
their youngest child turns seven.

After six months, recipients of Parenting Payment can be subject to a workfare test.
2.2.3 From individuals to communities

As part of the 2007 national emergency response to child abuse in the Northern Territory, the
government announced that it would apply mutual obligation requirements to all income support
recipients in some Indigenous communities in the Northern Territory. As Mal Brough explained:

Fifty per cent of the welfare payments of all individuals in the affected communities will be income
managed for an initial period of 12 months during the stabilisation phase.

This broad-based approach is needed to address a breakdown in social norms that characterises
many of our remote Northern Territory communities.”®

This means that all income support recipients in these communities will be treated as if they had
breached their obligations.

2.2.4 Increasingly harsh non-compliance penalties

As well as linking a range of new obligations to the income support system and shifting more
recipients to unemployment payments, the Howard Government has enforced obligations more
vigorously and harshly than governments in the past.

According to the National Welfare Rights Network and the Australian Council of Social Service, the
number of income support penalties applied to Newstart and Youth Allowance recipients increased
by 250% from 1997-98 to 1999-2000.%’

Before the most recent changes in July 1 2006, unemployment payment recipients could be
subject to a reduction in their rate of payment or complete loss of payment for a set period (eight
weeks) if they failed to meet the governments requirements. After July 1 2006 the government
changed the system of penalties. According to the Department of Employment and Workplace
Relations:
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The new arrangements make a clear link between receiving an income support payment and a job
seeker actively participating in employment services and meeting their other requirements. They do
this by giving job seekers an opportunity, following an initial failure, to avoid a financial penalty by
meeting the requirement they originally failed to meet. However, a fixed term 8 week non E)ayment
penalty has been retained as a deterrent to repeated or more serious activity test failures.”®

The effect of this change was an increase in the numbers of recipients losing income support
entirely for an eight week period. According to Patricia Karvelas of the Australian 4653 people had
been cut off payments in the first six months after the changes.?® The numbers continued to
increase. By the end of June 2007 15,509 income support recipients had incurred an eight week
non-payment period.*® By contrast, during the year preceding the introduction of Welfare to Work
only 6,432 people had lost all payments for eight weeks.**

3 The theory and origins of mutual obligation

3.1 Mutual obligation as a reaction against laissez faire

It might seem surprising today, but mutual obligation began as a socialist doctrine. In the early 20th
century Sidney and Beatrice Webb invoked mutual obligation against the ‘reformed’ English poor
law and the philosophy of laissez faire. For the supporters of the laissez faire philosophy of free
markets and minimal government the government’s only obligation to the poor was to keep them
from starving to death. And to make sure that paupers did not take unfair advantage of this
generosity, public officials saw to it that life on the dole was as difficult as possible. As one 19"
century writer explained:

There remains the larger class of paupers, whose faults, whatever they may be, do not amount to
punishable crime. For these the only alternative mode of regression is to make things very
uncomfortable by strict investigation and close supervision.*?

The laissez faire solution to welfare dependency was to make claiming poor relief so difficult and
unpleasant that the worst available job was better than life on relief. Policy makers talked openly
about deterring claims through ‘repressive measures.’ The reformed poor law of 1834 was so
harsh that even Conservatives argued that the relief of poverty was being mistaken for a law and
order issue. In 1837 Benjamin Disraeli attacked the 1834 law as “a moral crime and a political
blunder” and said that “it announces to the world that in England poverty is a crime.”®

In its most extreme form, laissez faire holds that individuals have no positive obligations except
those they choose to accept. Obligations are not tied to an individual’'s role in the community but
arise through contract — the bargains individuals and firms make with each other in the market
place.® Like today’s libertarians, the defenders of laissez faire argued that governments should not
tell employers how to run their businesses or workers how to run their lives. Laissez faire means
that government leaves people alone. It does not tax the rich to support the poor, set minimum
wages or put limits on the bargains individuals strike in the market place. Individuals are
responsible for taking care of themselves and their families.

In practice this means that people who are in a weak bargaining position are forced to accept
whatever conditions employers, charities or government welfare agencies are willing to offer.
Under laissez faire employers have no obligation to offer a minimum standard of pay or conditions.
And charities and welfare agencies are free to impose whatever conditions are the easiest and
most efficient to administer. If claimants are regarded as having no right to assistance, then
agencies are free to impose humiliating conditions as a way of weeding out unnecessary claims.*

In rejecting laissez faire, the Fabian socialists Sidney and Beatrice Webb invoked a “doctrine of a
mutual obligation between the individual and the community.”*® The Webbs argued that the
community had an obligation to prevent poverty as well as to relieve it. The well-being of
individuals is “the joint responsibility of an indissoluble partnership”, they wrote. On the one hand,
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this meant that taxpayers had an obligation to fund services including health care and education.
On the other, it meant that individuals had greater responsibilities:

Itis... an inevitable complement of this corporate responsibility, and of the recognition of the
indissoluble partnership, that new and enlarged obligations, unknown in a state of laisser faire, are
placed upon the individual — such as the obligation of the parent to keep his children in health, and
to send them to school at the time and in the condition insisted upon; the obligation of the young
person to be well conducted and to learn; the obligation of the adult not to infect his environment,
and to submit when required to hospital treatment. To enforce these obligations — all new since
1834 — upon the individual citizen, experience shows that some other pressure on his volition is
required than merely leaving him alone.”’

As socialists, the Webbs had few qualms about expanding the powers of the state. In order to
prevent individuals and families from falling into destitution, they argued that:

there should be a searching out of all incipient cases and such a disciplinary supervision as will
prevent persons from becoming destitute through neglected infancy, neglected childhood,
preventable illness, and voluntary unemployment.38

For the ‘unemployable’ and work-shy, the Webbs called for disciplinary training with the threat of
“the reformatory Detention Colony in the background.”® Under the Poor Law system, individuals
were able to avoid discipline and supervision as long as they did not ask for relief. But under a
system guided by mutual obligation this would no longer be possible. Mutual obligations were not
generated by contract, but applied to all individuals whether they chose to accept them or not.

The Webbs’ plan to create a system based on obligation rather than contract was frustrated by the
Asquith Government’s President of the Board of Trade, Winston Churchill. The Asquith Liberal
government began dismantling the poor law but, contrary to the Webbs’ vision, replaced it with a
system of social insurance.*® Rather than the Webbs'’ ideal of paternalism and prevention, the
guiding principle of the new Liberal system was enlightened self interest. Churchill’s main concern
was that the risks were properly calculated so that the benefits paid out were matched by
contributions paid in. And while contributions to the scheme would be compulsory, the benefits
paid would not be conditional. He fought hard to exclude moral considerations such as a bar on
claimants who had been dismissed for misconduct. As he explained to a colleague:

| do not like mixing up moralities and mathematics. Some admixture of personal considerations is no
doubt inevitable in the working of any such scheme but safety lies in the discovery of clear, ruthless
mathematical rules to which the self-interest of individuals prompts them to conform and failure to
conform to which automatically relieves the fund.**

Churchill lost the battle over misconduct but won the broader struggle against the Fabian socialists.
Sidney Webb wanted insurance to be voluntary and relief to be conditional. Webb argued that the
state should supervise and discipline claimants through institutions such as training depots, farm
colonies and detention settlements.* Churchill placed far less emphasis on these kinds of
measures. While he did suggest farm colonies as a measure for “tramps and wastrels” he also

added that “there are idlers and wastrels at both ends of the social scale”.*®

While benefits did become more conditional over time**, Churchill’s vision was for a system of
strictly limited compulsion. As historian Bentley Gilbert put it, “He refused to let the state use its
power over those in distress for any purpose except to relieve distress.” Churchill sought to use the
power of the state to expand, rather than limit, the freedom of the individual.*®

3.2 Welfare through work — the obligation to promot e full employment

The British Liberals believed that the government had obligations that went beyond relieving
destitution. David Lloyd George (the Chancellor of the Exchequer) said that, “Gradually the
obligation of the State to find labour or sustenance will be realised and honourably interpreted.
Insurance will then be unnecessary.”® This idea had also taken hold in Australia, but in a different
form.
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At the heart of Australia’s early 20™ century system of social protection was the idea that
government could promote employment and prevent poverty through a system of industry
protection and a mandated living wage. This was part of what journalist Paul Kelly has called the
Australian Settlement.*” But as the Second World War came to a close Australian policy makers
turned to a new economic tool — Keynesian demand management.

With the1945 white paper Full Employment in Australia the Australian Government announced that
“the maintenance of conditions which will make full employment possible is an obligation owed to
the people of Australia by Commonwealth and State Governments”.“® In this approach, the newly
created unemployment benefit was to be a safety net for those temporarily between jobs and those
with special difficulties. Unlike Britain's unemployment benefit, Australia’s was explicitly funded
through taxation rather than contributions. It was a welfare rather than an insurance system. In his
second reading speech to the Senate, social services minister Jim Fraser explained that “the
Government’s policy will be most actively directed to assuring maximum employment, but we
realise that there will always be a certain percentage needing financial aid.”*

The 1945 white paper was strongly influenced by the Keynesian idea that governments were able
to maintain a high and stable rate of employment by using spending to manage demand. In the
ideal world of full employment, any able-bodied person who was willing to work could find a job if
they looked hard enough and were not overly choosy about what they did. There would be no need
for the make-work projects of the depression years.

Australia’s faith in Keynesian demand management was shared by policy makers in Britain and the
United States. In its final issue for 1965, Time magazine’s cover story was titled “We are all
Keynesians Now”.*® But when the oil shocks and stagflation of the 1970s hit, policy makers’ faith in
Keynesianism was shaken. Australia’s employment white paper had promised no more make work
schemes, but with unemployment rising, the schemes returned. The Whitlam Government'’s
Regional Employment Development Scheme (REDS) was one of a series of Australian job creation
programs that included the Fraser Government's Wage Pause Program (WPP) and the Hawke
Government’s Community Employment Program (CEP).

While economically trained members of the policy community might have remained committed to
the idea that governments had an obligation to maintain full employment, the experience of the
1970s undermined their confidence that governments could deliver. Attention shifted away from
policies which attempted to increase the demand for labour, and towards policies that influenced its

supply.
3.3 Labour market programs and the ‘activity test’

By the 1980s policy makers had become convinced that much of Australia’s unemployment was
structural rather than cyclical.>* So if government was obliged to maintain full employment, this
meant an obligation to educate and train the workforce, not just manage the demand for labour.
This marked a return to the idea of a two-way obligation promoted by the Webbs. Under the Hawke
and Keating governments, policy makers made unemployment allowances more conditional.
Participation in government assistance was not voluntary.

In contrast to policies of demand management, this structural policy was paternalistic. The
assumption behind it was that income support recipients could not be trusted to act in their own
interests or to meet their moral obligations to the community. There was a nagging suspicion that
the kinds of jobs available to disadvantaged income support recipients left them little better off than
they were on welfare.*?

3.3.1 The discovery of reciprocal obligation
The Social Security Review of the 1980s was the Australian Government’s first attempt to grapple

with the implications of structural unemployment. According to the report’s author, Bettina Cass,
unemployment benefits had always involved a reciprocal obligation — “An unemployed person is
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required to actively look for work and in return society accepts an obligation to pay income
support.”? But if the problem was a mismatch between the skills of the unemployed and what
employers demanded, then looking for work was not enough.

The Social Security Review recommended compulsory education and training schemes to improve
unemployed people’s employment opportunities. As a result, reciprocal obligation would take a
new form:

The work test in effect would be replaced by a work/training test or activity test. This carries with it
the reciprocal obligation on society (which includes government and the private sector) to provide
train&i_)zlg and retraining programs for those who are expected to meet the conditions of an activity
test.

In 1988 the government announced that it would put the principle of reciprocal obligation into
practice with the NEWSTART strategy. Employment Minister John Dawkins and Social Security
Minister Brian Howe together announced a strategy that combined additional assistance for the
long term unemployed together with new and tougher obligations to look for work and take
advantage of assistance.*®

In 1993 the concept of reciprocal obligation was taken up by the Committee on Employment
Opportunities — a committee set up by the Keating Labor Government. In the green paper
Restoring Full Employment the committee argued that:

As the period of unemployment increases, so does the obligation on the Government to assist the
unemployed person into a job, and likewise the obligation on the unemployed person to take more
steps to find work and not refuse reasonable opportunities.®®

According to the Committee, the “limited assistance and jobs available” to long-term unemployed
meant that their obligations were not consistently enforced. To make reciprocal obligation a reality
the Committee suggested a ‘Job Compact’. Every unemployment allowance recipient who
remained unemployed for 18 months would be offered a job and, if they turned it down, their
allowance would be suspended. To meet its obligation, the government would offer wage subsidies
to employers and fund job creation/training programs. The Job Compact proposal was adopted as
part of the government’s Working Nation initiative in 1994.

3.3.2 The politics of reciprocal obligation

One of the motivations for both NEWSTART and the Job Compact was to shore up the legitimacy
of the income support system.>” According to Peter Baldwin, then Minister for Social Security,
many Australians believed that the income support system was encouraging unemployment, youth
homelessness and single parenthood.>® This public perception of obligation-avoidance rests on the
assumption that income support recipients are happier and more comfortable on ‘the dole’ than
they are doing the ‘right thing'.

At the same time as he put in place tougher obligations, Baldwin argued for a more flexible and
responsive income support system that would “enhance people’s capacity to exercise choice” and
“take control of their own lives.” Increasingly there was a tension between the ideal of using the
income support system to enhance positive liberty and the inflexible, timetabled obligations of
Working Nation and the Job Compact.

Reciprocal obligation policies clearly had a political as well as an ethical motivation. Rather than
challenging negative perceptions about income support recipients, the government assured the
public that it was getting tough on ‘bludgers’ and ‘rorters’. In order to shore up support for the social
security system and additional spending on employment assistance, ministers imposed new work
obligations on recipients.

Keating adviser Don Watson has been remarkably candid about this strategy. According to
journalist Pamela Williams, he and Don Russell tried to persuade Keating to take a tougher line on
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reciprocal obligation. “If you say, We'll have all the social supports people need, then you've got to
be twice as savage on those who are undeserving and rorting the system”, he said.*® In his own
memoir of the Keating years Watson writes that he and Russell tried to persuade the Prime
Minister to introduce a work for the dole scheme to appease “battlers” discontented with the
welfare system. “If their complaints derived more from unlovely envy than actual hardship,” writes
Watson, “it was all the more urgent to recognise them.”° In the end, however, Keating ignored
their advice.

Keating's predecessor Bob Hawke had hinted about introducing a work for the dole scheme in
1986 but then backed away, announcing a voluntary scheme instead. At the time the Coalition
responded by pushing for a compulsory scheme.®* In 1992 a compulsory work for the dole scheme
became a key part of the Coalition’s Fightback manifesto — the document Liberal leader John
Hewson took to the 1993 election.®?

According to Williams, the Coalition also considered promising a work for the dole scheme during
the 1996 campaign but abandoned the idea as too politically risky. Instead they planned to cut
spending by winding back Working Nation’s labour market programs and tightening the work test
for unemployment benefits.®

3.3.3 Mutual obligation and Work for the Dole

In 1996 the government changed and the reciprocal obligation commitment embodied in the Job
Compact was temporarily shelved. The Howard government’s 1996 discussion paper Reforming
Employment Assistance argued that Working Nation’s jobs programs had “failed to deliver lasting
employment outcomes” and that “Unrealistic 'job guarantees' will be abandoned.”®*

Under the new government’s first wave of employment assistance reform income support
recipients faced a more relaxed set of obligations. The Commonwealth Employment Service and
work-oriented labour market programs like the Landcare and Environment Action Program (LEAP),
Jobskills and New Work Opportunities were replaced with a privatised Job Network. Job Network
providers had a considerable amount of discretion about what to demand from their clients and, in
some cases, demanded and offered little.®

This hands off approach to enforcing obligations was short lived. In 1997 the Coalition revived the
work for the dole idea. In announcing the introduction of the Work for the Dole scheme in 1997,
Employment Minister David Kemp invoked the principle of mutual obligation — “that it is fair and
just that people receiving unemployment allowances be asked to make a contribution to their
community in return.”

3.4 Mutual obligation and Howard’s ‘modern conserva  tism’

Mutual obligation has become a centrepiece of Prime Minister John Howard's philosophy of
‘modern conservatism.’ In 1999 he contrasted this philosophy with other forms of conservatism:

...the philosophy of an older conservatism built on 'noblesse oblige' would advocate government
support for those out of work until such time as they found employment of their choosing without
providing a coherent set of incentives and assistance to encourage such an outcome.

The philosophy of laissez-faire libertarianism, on the other hand, would take a different course
advocating that the minimisation of government support is the most effective incentive for
encouraging self-reliance.

Our modern conservative approach, however, takes a different approach to both these perspectives.

We recognise the obligation on government to support those in need but we also provide real
incentives and assistance to avoid welfare dependence. *

With mutual obligation, however, Howard’s modern conservatism goes beyond incentives and
assistance. In a recent speech he said:
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...we have put the principle of mutual obligation at the heart of Australia's social security system —
the principle that all Australians are entitled to income support when their personal circumstances
demand it, but the community can exepect those who receive support to help themselves and to meet
basic obligations to society in return.®’

Like the Webbs a century ago, Howard does not believe that citizens can be left alone to pursue
their interests — some people, like welfare recipients, require state supervision. But going beyond
this, Howard also argues that income support recipients have obligations to society that extend
beyond accepting assistance to find work and avoid welfare dependence.

There is another significant difference between Howard’s modern conservatism and libertarianism
that he does not discuss. Most libertarians argue that income support recipients will move from
welfare to work if it is in their best interests to do so. According to this version of economic
liberalism, it is only necessary to force individuals to do things which are not in their interests. The
puzzle behind the modern conservative approach is explaining why, if moving from welfare to work
benefits individuals, compulsion is necessary.

3.5 Justifying paternalism

According to Joe Hockey, the Minister for Employment and Workplace Relations, “people of
working age are much better off financially and psychologically if they find paid work.” In a recent
paper Hockey highlights Australia’s low unemployment rate and cites evidence from Australian and
international studies to support his claim that income support recipients will be better off even if
they take casual and low paid work.?®

If Minister Hockey is right then it is difficult to understand why individuals who are able to work
would choose to remain on income support. Why is it necessary to impose mutual obligation
requirements if incentives are already in place?

There are two common responses to this. The first is to argue that people on income support lack
the resources they need to move from welfare to work. To benefit from the growth in employment
they need help with resources — better education, training, child care or other supports. This was
the rationale behind the Working Nation initiative. This response denies the claim that income
support recipients choose to remain out of the workforce.

The second response is to deny that income support recipients are always better off in work than
they are on income support. It may be that casual and part time jobs available to workers with
limited education and skills or significant caring responsibilities are not a better alternative to
remaining on income support. The jobs may be too low paid, too insecure and offer too limited an
opportunity for career advancement. To encourage income support recipients to move from welfare
to work the government needs to offer additional incentives. This response challenges the idea that
Canberra-based policy makers are better judges of what is in an individual's interest than the
individual themselves.

The government rejects both these responses. Its policies are based around the assumption that
individuals are incapable of looking after their own interests and those of their families. Even
though they would be better off in work, they fail to do what is needed to find it. In adopting mutual
obligations the government, like the Webbs, has turned away from the market-based solutions of
libertarianism and towards paternalism. Mutual obligation rests on the assumption that policy
makers are more rational and more moral than income support recipients. Despite knowing their
own circumstances far better than policy makers, income support recipients are too incompetent to
be trusted to act in their own interests or to abide by widely held social norms.
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3.5.1 Modern libertarianism

Today’s libertarians and classical liberals are the heirs to the 19" century’s laissez faire liberalism.
Most do not support a strictly laissez faire system but do want to minimise government interference
in the economy and in the lives of individuals.

Along with resistance to the idea that individuals have positive obligations to each other that do not
arise from voluntary contract, is a strong resistance to paternalism in government policy.

Paternalism takes two forms. In the first, policy makers attempt to manage people’s lives for their
own good. For example, they might attempt to force car drivers and passengers to wear safety
belts or prevent them from buying addictive drugs. In the second form, policy makers attempt to
force individuals to live according to moral principles — even if doing so is against those
individuals’ self-interest. For example, forcing income support recipients to take low paid jobs that,
the recipients believe, reduce their standard of living.

Most libertarians argue that responsible adults are the best judges of what is in their own interest.
While people might sometimes make mistakes, these mistakes are likely to be less serious than
those made bureaucrats acting on their behalf. While libertarians might have private views on
moral issues, they typically argue that governments should not impose their own moral views on
individuals whose behaviour is not harming anybody else.

The libertarian economist Milton Friedman argued that governments should replace income
support and welfare programs with a negative income tax. ® Rather than being forced to look for
work, participate in workfare programs and accept supervision from government bureaucrats,
every person earning below a certain income would receive a no-strings-attached payment from
the government. If individuals chose to live on this payment rather than accept paid work then this
would be an indication that work would have made them worse off.

Other libertarian economists argue that governments should reduce the numbers of people in
poverty by making work more financially attractive than welfare. Gary Becker, for example, has
argued that the United States should expand its Earned Income Tax Credit — an income tested
payment to low income, working families.”

Under our current system, if suitable jobs are freely available and people still remain on income
support, most economists would conclude that these individuals were better off on welfare than
they would be in work. Forcing these income support recipients into employment would make them
worse off.

Like the policies promoted by the Webbs, today’s mutual obligation policies are grounded in a
rejection of this analysis. Supporters of mutual obligation deny that income support recipients are
the best judge of what is in their own interest or that they are able to live according to their own
moral values. As a category, income support recipients are judged to be incompetent.

Whether it is implemented by socialists or conservatives, mutual obligation policy embraces
paternalism. The government claims the right to direct and supervise the lives of its citizens.

3.5.2 Lawrence Mead and the new paternalism

American academic Lawrence Mead has produced the most explicit justification of paternalism and
mutual obligation policy. In The New Paternalism Mead contrasts paternalism with other coercive
policies:

...forcing businessmen to obey environmental laws is not paternalist, because a divergence between
the individual and society’s interest is accepted. Society does not pretend that it is in the immediate,
personal interest of businessmen not to pollute, although they share in the collective interest in
avoiding pollution. Requiring children to be vaccinated, however, is paternalist because it assumes
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that the social and individual interest coincide. Societ)/ has decided that for children not to get their
shots is not only harmful to others but self-defeating.”

Mead argues that the jobless poor share the same values as other Americans but fail to live by
them. While they believe in the work ethic they make little effort to find or keep paid employment.
And, according to Mead, they tend to resist working in the only kinds of jobs which are available to
them — menial, poorly paid jobs.”

Mead does not pretend that work is always more rewarding than welfare. Instead he argues for
paternalism in the second sense — that welfare recipients should work because the community
believes that work is a moral obligation. In a 1988 paper he wrote:

It may be impossible to make low-wage work in the immediate interests of clients given the
alternatives they have. But in the long run work usually does benefit both the client and society.
Accordingly, it should be enforced as other civilities are, even if individuals do not benefit directly.”

Mead sees ‘Work for the Dole’ programs as part of a trend towards enforcement: “Government is
moving away from freedom and towards authority as its basic tool in social policy.””* Rather than
using programs to improve incentives or opportunities, governments should use them to enforce
social norms. Mead calls this approach ‘the new paternalism.’

Libertarians and classical liberals are less than enthusiastic about Mead'’s big-government
conservatism. For example, Peter Saunders (now at the Centre for Independent Studies) has
guestioned the logic of an approach which uses government authority to enforce moral values:

[T]he question which Mead seemed to have most difficulty answering was one where he was asked
why, if the welfare-dependent poor were expected to work, the ‘idle rich’ shouldn’t be expected to
work also. From a classical liberal position, the question makes no sense — the only issue is that
you should not unnecessarily rely on the state to provide you with a living, and the idle rich do not do
this. But from Mead’s conservative moral position, the question is unanswerable, and in the end he
did come close to accepting that a collective obligation of citizenship, such as the obligation to work,
must logically apply to all citizens.”

Consistently applied, Mead’s approach would be closer to Beatrice and Sidney Webb’s approach
than to laissez faire or modern libertarianism. Like the Webbs he would not abandon
disadvantaged families to the market place but would subject them to ‘disciplinary supervision’.
Individuals deemed to be at risk of dysfunction would be treated in the same way as convicted
criminals — they would be treated as failed citizens who are not entitled to the same rights as other
members of society.”®

4 Catholic social teaching and income support polic y

As Pope Leo XIII wrote “It is no easy matter to define the relative rights and mutual duties of the
rich and of the poor, of capital and of labor.” But however difficult it was to define these mutual
duties or obligations, Leo never doubted that they were mutual. In the years following Leo’s 1891
encyclical Rerum Novarum the popes have developed an account of social obligation that is
neither laissez faire nor socialist.”’

For the Church, the fundamental problem with laissez faire is that it fails to acknowledge the
obligations people owe to each other.”® Laissez faire insists on rights but refuses to recognise
duties. The Church’s fundamental problem with socialism is that it misunderstands the relationship
between the individual and society. According to Pope John Paul Il, socialism promotes the
mistaken idea that “the good of the individual can be realised without reference to his free choice,
to the unique and exclusive responsibility which he exercises in the face of good or evil.””®

This is not a simple left-wing versus right-wing issue. In today’s Australia it is conservatives rather

than socialists who are pushing hardest to limit the individual's freedom. One of the ways in which
they are doing this is through mutual obligation policy. Income support payments come with stricter
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controls over individual behaviour and can now, in some cases, be subject to ‘quarantining’ so that
the recipient can no longer decide how benefits should be spent.

The most striking example of mutual obligation policy and the Church’s response to it is the
Australian Government’s 2007 ‘emergency response’ in Northern Territory Indigenous
communities. Prime Minister Howard himself describes it “radical, comprehensive and highly
interventionist”:

This is not laissez-faire liberalism or light-touch government by any means. It represents a
sweeping assumption of power and a necessary assumption of responsibility.®

While welcoming the Government’s decision to act against child neglect and abuse, the Australian
Catholic Bishops’ Conference cautioned against attempts to take responsibility away from
Indigenous people, their families and communities. The Bishops wrote that:

The response must be respectful of Indigenous culture and identity, and must be
undertaken in full and genuine partnership with Aboriginal communities themselves. History
clearly demonstrates that effective solutions cannot simply be imposed from above.?

The Bishops’ response embodies four key principles of Catholic social teaching — human dignity,
solidarity, subsidiarity, and the preferential option for the poor.

* Human dignity: Respect for the dignity of the human person is the fundamental principle of
Catholic social teaching. In summing up people’s obligations to each other, Jesus said
“Love your neighbour as yourself”.?? The Church teaches that every person is created in the
image of God and is worthy of equal respect and concern. In a just society, all institutions
exist for the human person. Nobody should be treated as merely a means to another’s end.
Dignity also requires respect for freedom.

e Solidarity: Human dignity is realised when people are able to develop to their full potential.
With the principle of solidarity the Church teaches that this development is everyone’s
responsibility.®® With this principle the Church rejects the radical forms of laissez faire and
libertarianism which claim that individuals have no obligations towards each other.

» Subsidiarity: Society depends on healthy and well-functioning individuals, families,
communities and governments. According to the principle of subsidiarity, a “community of a
higher order should not interfere in the internal life of a community of a lower order,
depriving the latter of its functions, but rather should support it in case of need and help to
coordinate its activity with the activities of the rest of society, always with a view to the
common good.”®*

* The preferential option for the poor.  The Church has a special concern for those who are
poor and marginalised. This includes not only those who lack material goods, but those
who are stigmatized , discriminated against and deprived of their rights. The preferential
option for the poor is not just a call for Christian charity but a call for justice. As Saint
Gregory the Great wrote, “When we attend to the needs of those in want, we give them
what is theirs, not ours. More than performing works of mercy, we are paying a debt of

justice”.®

Out of respect for human dignity the Church teaches that “Each person must have access to the
level of well-being necessary for his full development.”® To the extent that individuals, families and
community organisations are able to provide this level of well-being without outside help then the
principle of subsidiarity suggests that governments should not intervene. Where they cannot, then
solidarity requires that government step in. It is important to remember that the Church’s teaching
refers to “full development” rather than a lesser standard.

In recent years, classical liberal think tanks like the Centre for Independent Studies in Australia and

the Institute of Economic Affairs in the UK have tried to promote the idea that Catholic social
teaching is compatible with large tax cuts, drastic reductions in social welfare spending and a
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radical deregulation of the labour market.®” These arguments depend partly on empirical claims

about the effects of government policies, but also on a way of interpreting the Church’s social
doctrine that stresses subsidiarity at the expense of solidarity. Catholic Social Services Australia
argues that a more balanced reading of the Church’s teaching places moral obligations on
government as well as individuals, families and community organisations — obligations which go
beyond merely protecting individuals from desititution.

4.1 Five principles for income support policy

In light of the Church’s social teaching, Catholic Social Services Australia argues that changes to
Australia’s income support system should be guided by five principles. These flow from the four
key principles of Catholic social teaching outlined above — human dignity, solidarity, subsidiarity,
and the preferential option for the poor.

1. Respect for human dignity:  Mutual obligation policies should be designed, promoted and
administered in a way that respects the dignity of individuals, their families and their
communities. The policies should not be stigmatising or demeaning. Respect for human
dignity is the key principle from which the other four principles flow.

2. Respect for the rights of the family: ~ Family members have a right as well as a
responsibility to make decisions about their own welfare and the welfare of children. Where
possible, governments should help families take responsibility and support them to make
the right decisions. In meeting its obligations to support individuals and families,
government must assist — rather than attempt to control — individuals, families and
communities.

3. Arright to financial support for those in need: The community has an obligation to
support individuals when they cannot support themselves or have family obligations which
interfere with paid work. Because payments are made on the basis of need, accepting
income support should not be seen as generating a ‘debt to society’ that needs to be repaid
through work.

4. A government that meets its obligations: Government has obligations which extend
beyond providing financial support. Individuals have obligations that can include
contributing to the community through paid work or caring for family members. In turn,
government has an obligation to help individuals meet their obligations and develop their
potential. Government can do this by pursuing full employment and providing the education,
training and other services individuals need in order to develop their potential as
contributing members of the community.

5. Mutual obligation activities should benefit recipie nts and their families: Mutual
obligation activities should be implemented in a way that benefits either the income support
recipient or those who rely on them for care. Policy makers should not use these activities
to deter claims for income support or as a substitute for fraud prevention. Treating all
income support recipients as dysfunctional and untrustworthy is inconsistent with a respect
for human dignity.

While these principles are grounded in Catholic Social Teaching, we believe that the Church’s
social teaching can contribute to a dialogue with all people who are concerned with social well-
being and human dignity.®

4.1.1 Respect for human dignity
All Catholic social doctrine flows from the recognition of human dignity.®® Recognising human
dignity means providing people with the resources they need to fulfill their potential. As the

Compendium of the Social Doctrine of the Church puts it: “Each person must have access to the
level of well-being necessary for his full development.”°
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A person is more than a consumer of goods and services, and respect for a person’s dignity is
about more than respecting their right to subsistence. In their 1986 pastoral letter, Economic
Justice for All the American Bishops observed that welfare recipients are often stigmatised in a
way that people receiving support from other programs are not.°* In Australia, recipients of
Parenting Payment and Newstart Allowance are often held to different standards than recipients of
the Family Tax Benefit or drought relief. Politicians rarely talk about applying mutual obligation
when it comes to industry subsidies or Medicare. The implication is that welfare recipients are
flawed in a way that other citizens are not — that they need to be supervised and controlled rather
than enabled.

Work occupies a central place in Catholic social teaching about human dignity. According to Pope
John Paul Il, the dignity of work lies in its subjective rather than its objective dimension. By this he
means that work is not just about producing things, but about individuals realising their own
humanity through the process of creation. The subjective value of work is intimately bound up with
the value human freedom. As Pope John Paul Il wrote: “there is no doubt that human work has an
ethical value of its own, which clearly and directly remain linked to the fact that the one who carries
it out is %zperson, a conscious and free subject, that is to say a subject that decides about

himself.”

Like John Paul Il, Pope John XXIII also stressed the importance of freedom for dignity. He wrote:

Man's personal dignity requires ... that he enjoy freedom and be able to make up his own mind when
he acts. In his association with his fellows, therefore, there is every reason why his recognition of
rights, observance of duties, and many-sided collaboration with other men, should be primarily a
matter of his own personal decision. Each man should act on his own initiative, conviction, and
sense of responsibility, not under the constant pressure of external coercion or enticement.”

Income support policies respect human dignity when they support and enable individuals, families
and communities to take responsibility for their own affairs.

4.1.2 Respect for the rights of the family

In Rerum Novarum Pope Leo XllI recognised that governments may need to provide support for
families and intervene in conflicts between family members, but not in a way that undermines the
rights and responsibilities of the family. * This respect for the family is embodied in the principle of
subsidiarity®:

In virtue of this principle, public authorities may not take away from the family tasks which it can
accomplish well by itself or in free association with other families; on the other hand these same
authorities have the duty to sustain the family, ensuring that it has all the assistance that it needs to
fulfil properly its responsibilities.*®

The principle of subsidarity also holds for governments dealings with clans and family groups in
Indigenous communities. Where local community organisations are able to take responsibility for
solving problems, governments should work through them rather than attempt to replace them.

4.1.3 Arright to financial support for those in need

The community has an obligation to support those in need. In Laborem Exercens (‘On Human
Work’) Pope John Paul Il explained:

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 duty springing from
the fundamental principle of the moral order in this sphere, namely ... the right to life and
subsistence.”’

According to Catholic social teaching, receiving help from the government does not generate an
obligation to repay that assistance through unpaid work. As Pope John XXIII wrote:
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Man has the right to live. He has the right to bodily integrity and to the means necessary for the
proper development of life, particularly food, clothing, shelter, medical care, rest, and, finally, the
necessary social services. In consequence, he has the right to be looked after in the event of ill-
health; disability stemming from his work; widowhood; old age; enforced unemployment; or
whenever through no fault of his own he is deprived of the means of livelihood.”

Government payments to individuals and families are typically justified according to principles of
distributive justice®® — the principles of need, equality or merit. In the past, Australian income
support payments such as unemployment allowances and disability support pensions have been
made solely according to need.

Principle Example
Need Level of support is determined by the Unemployment allowances
beneficiary’s level of need. Payments are Disability Support Pension

income and/or assets tested and exclude those
who are able to support themselves through
paid work.

Equality Each eligible beneficiary receives the same Baby Bonus
level of support regardless of need or merit."®® | First Home Owner Grant

Merit Eligibility and/or level of support is determined | Australia Council grants to artists
by merit. For example, the applicant’s level of
skill or their ability to contribute to the
community.

However, over the past 10 years, the principle of eligibility according to need has been weakened.
The concept of mutual obligation, introduced with Work for the Dole in 1997, is based on the idea
that need alone is not enough to make an individual entitled to an unemployment allowance. Even
if an income support recipient genuinely cannot find paid work, they may be asked to make a
contribution to the community in order to be eligible for support. This effectively substitutes the
principle of merit for the principle of need.

Catholic Social Services Australia argues that the principle of eligibility according to need should
be restored. Centrelink should not apply tests of merit (deservingness) to applicants for income
support.*®*

4.1.4 Government has obligations beyond providing income support

For individuals to develop their full potential and meet their obligations to their families and the
community they need access to resources. On behalf of the community governments should:

* Promote full employment: According to Pope John Paul Il “the State has a duty to sustain
business activities by creating conditions which will ensure job opportunities, by stimulating
those activities where they are lacking or by supporting them in moments of crisis.”.*%2

» Provide education, training and employment assistance: Lack of education and training
is one of the major causes of joblessness and low pay. Governments have an obligation to
provide access to services such as education and training so that individuals can develop
their potential and support themselves and their families through paid work.**®
Governments also have an obligation to provide individuals with any other assistance they
need to find and maintain employment. This can include help with job search, child care
and transport.

* Ensure that workers receive a just wage and fair working conditions: Employees need
an income that can support a family. Governments can ensure adequacy in two ways, by
setting minimum wages and by providing family allowances or tax benefits. In keeping with
the principle of subsidiarity, Catholic social teaching places the primary obligation with the
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direct employer. It rejects the idea that wage setting should be left entirely to the market.***

Government also needs to ensure that the conditions of work are fair and that work is
compatible with the employee’s family and community obligations.

As Pope John Paul Il explained, the government’s obligations stem from the principles of
subsidiarity and solidarity:

Public authorities must work both directly and indirectly for the achievement of full and dignified
employment. Indirectly and according to the principle of subsidiarity, by creating favourable
conditions for the free exercise of economic activity, leading to abundant employment opportunities
and sources of wealth. Directly and according to the principle of solidarity, the weakest must be
defended by putting limits on the autonomy of the parties who decide on working conditions, and by
always ensuring the basic essentials for the unemployed worker.*®

When regulating the labour market and providing employment assistance, governments must not
forget the role individuals play as parents and family members. Raising children and caring for the
disabled and aged is not a purely private matter but a contribution to the community.*%®

Just as governments have an obligation to support people in the labour market, they also have an
obligation to support individuals in their role as parents. This can include providing services such
as preschool education as well as making sure that job search and work requirements do not
undermine a parent’s ability to meet their family obligations.

4.1.5 Mutual obligation activities should benefit recipients and their families

According to the principle of subsidiarity, governments should support, promote and develop the
capacity of individuals, families and communities to take responsibility for their own affairs.*®’

Mutual obligation activities must always benefit the income support recipient or their dependents.
For example, conditionality should not be used to deter claims for assistance (eg by using Work for
the Dole to increase the ‘cost’ of claiming benefits), prevent fraud (eg by referring individuals to
‘assistance’ when they are suspected of having undeclared work), or to force people into
employment that makes them materially worse off (eg where increases in income are offset by
increases in expenses such as travel, child care and clothing).

Mutual obligation activities should be separate from the administrative procedures used to
determine eligibility and uncover fraud. The policing of eligibility and fraud should be proportional to

the risk involved. It should not be administered in a more punitive way than systems which manage
grants to first home buyers, subsidies to business, or taxation.

5 What's wrong with the current mutual obligation a pproach?
From the perspective of the principles for income support policy embodied in Catholic social
teaching (see section 4 above), there are a number of major problems with the Australian
Government’s current approach to mutual obligation. This approach:

e stigmatises recipients of income support;

* is punitive and focused on deterring claims rather than assisting recipients to meet their
obligations;

+ frames welfare reliance as if it were a law and order issue with a focus on enforcement; and

* removes responsibility from individuals, families and communities.
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5.1 Stigmatising income support recipients

In their 1986 pastoral letter, Economic Justice for All the US Bishops wrote, “The belief persists in
this country that the poor are poor by choice or through laziness, that anyone can escape poverty
by hard work, and that welfare programs make it easier for people to avoid work.” This belief also
persists in Australia today. In justifying its mutual obligation policies the Australian government has
undermined the dignity of income support recipients by promoting the idea that poverty and welfare
reliance are largely self-inflicted.

The US Bishops asked “everyone to refrain from actions, words, or attitudes that stigmatize the
poor, that exaggerate the benefits received by the poor, and that inflate the amount of fraud in
welfare payments. These are symptoms of a punitive attitude towards the poor.” We frequently
hear an undue focus about the incidence of social security fraud in Australia. This focus is
disproportionate, given the low incidence of such fraud and the fact that the overwhelming majority
of income support recipients have no fraudulent intent. The likely result of this disproportionate
emphasis is the lessening of compassion and support in the broader community for income
support recipients and programs.

5.2 Punitive and excessively focused on deterring ¢ laims

Australian income support policy is becoming increasingly punitive. The emphasis has shifted
away from helping recipients improve their employability and towards a ‘work first’ approach that
increasingly resembles the 19" century strategy of repression. To remain eligible for income
support, recipients must complete forms, attend interviews, and participate in Job Network
services, Work for the Dole and other activities. Rather than helping recipients prepare for work or
give something back to the community, these requirements are meant to discourage unnecessary
claims for income support. The shift away from ‘help’ and towards ‘hassle’ increased with the
introduction of the Active Participation Model (APM) in 2003.

Policy makers in the Department of Employment and Workplace Relations (DEWR) appear to be
using referrals to Work for the Dole and other activities to push recipients off income support.
According to the Department, “referral to a programme often acts as a catalyst to increase job
search activity or the reporting of changed circumstances (declaring earned income for example) to
avoid participation in the programme”.*® Policy makers refer to this as a program’s ‘compliance
effect’.

DEWR policy-makers now place more emphasis on compliance effects than on ‘program effects.’
A ‘program effect’ is “the increase in the probability of gaining employment as a result of actually
participating in the programme.”% While program effects are about helping recipients prepare for,
find and retain employment, compliance effects are about making income support less attractive in
the hope that recipients will find alternative way of supporting themselves.

The new emphasis on compliance came through strongly in a 2005 audit of Job Network
conducted by the Australian National Audit Office:

During the course of the audit, DEWR emphasised the importance of the expected
compliance effects of the APM. It pointed out that while the term ‘tree-shaking’ (meaning
compliance) was not used in the papers initiating the scheme, it was an implicit part of the
theme of participation and engagement.**°

In part, the return to repression is a response to a selective reading of the evaluation evidence.
The 1990s saw a debate between supporters of the ‘human capital development’ and ‘work first’
approaches. The human capital development approach attempted to move individuals from welfare
to work by improving their knowledge and skills (human capital). In contrast, the work first
approach focused on increasing the intensity and effectiveness of job search and pushing
participants to accept the first available job.™*

28



In the United States during the 1990s these two approaches were pitted against each other in a
series of rigorous evaluations by the Manpower Demonstration Research Corporation (MDRC).
The MDRC reported that work first (or ‘labor force attachment’) programs moved participants into
work more quickly and cheaply than human capital development programs.

To some commentators, these findings seemed to vindicate the idea that most income support
recipients were able to work but were either too choosy about the jobs they would accept or were
not looking hard enough. While dependency might be exacerbated by low skills or disability, the
most important cause was a lack of motivation to find and accept paid work.

But a closer look at the research shows that the most effective programs were those which
combined elements of both approaches. The most effective program in the MDRC's study was
based in Portland Oregon. According to the researchers, “job search participants in Portland were
counseled to wait for a good job, as opposed to taking the first job offered. **2

More importantly, supporters of the work first only approach often conflate three separate program
impacts — increasing employment, reducing income support outlays, and improving the financial
well-being of participants. Research by the MDRC shows that programs which succeeded in
moving participants from welfare to work did not always make them financially better off. The most
effective programs for increasing participant income included earnings supplements to ‘make work
pay’.'*® These programs attempted to increase the incentive to work rather than decreasing the
incentive to remain on income support.

It is difficult to know how these US findings might apply in the Australian context. Differences in
client groups and labour market conditions mean that the results might be different here (for
example, US minimum wages are lower than in Australia). However, there have been no equally
rigorous evaluations in Australia which demonstrate that a punitive work first approach is likely to
be more effective than a more supportive, incentive driven approach.

The current focus on compliance attacks the dignity of income support recipients, denies their right
to financial support, relieves the government of its obligations to recipients, and fails to produce
benefits for recipients.

5.3 Welfare reliance is framed as a law and orderi  ssue

During the 1980s and early 1990s Australian policy makers often spoke about unemployment and
welfare reliance as if they were diseases that could be cured with appropriate treatment. If
joblessness was caused by a lack of basic or vocational skills then the sufferers could be treated
with education, training and work experience programs. But with the change of government in 1996
came a change in the way the issues were framed. Policy makers began to talk about joblessness
and welfare reliance as if they were law and order problems. Welfare reform became a problem of
enforcing social norms.

Increasingly, politicians are portraying income support recipients as perpetrators rather than as
victims. In the United States and Canada, policy analysts commonly draw on the vocabulary of law
enforcement, describing welfare reforms using terms like deterrence, diversion and recidivism.™* A
similar mindset is taking hold in Australia.

From this perspective, welfare recipients have a weak commitment to values like the work ethic —
they prefer life on the dole to work and feel no guilt about ‘bludging’ off the work of others. Or, if
they do genuinely want to do the right thing, they lack the self-discipline to apply themselves at
school, avoid pregnancy out of wedlock, find and hold down work, and say no to alcohol and
drugs.™*® If this is the problem then there are two obvious policy responses. The first is to allow
people to suffer the consequences of their own choices by withdrawing eligibility for income
support. The second is to continue to provide support while making up for the lack of self-discipline
by imposing discipline externally.
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When children are involved, it is more difficult for policy makers to deny parents access to income.
In these cases enforcement policies combined with continued support may look more attractive.

The enforcement approach is best articulated in the theoretical work of US academic Lawrence
Mead. But because he locates the source of the problem in the character of individuals, Mead
struggles to find a solution to the problems of joblessness and poverty. He himself is sceptical
about what the new paternalism can achieve:

The new paternalism may place undue faith in public institutions. It assumes that government
agencies can direct the lives of the disadvantaged better than they do themselves, and perhaps
even change them for the better. However, over the course of American history, a number of new
social institutions — the workhouse, the orphanage, the prison, and the mental hospital — have
claimed that they could reshape adult personality. None has succeeded. Most begin with lofty
purposes only to subside into little more than warehouses for the unfortunate.

Authority does seem to have the power to reshape behavior, for as long as clients remain subject to
it. Rules consistently enforced do affect actions. The dependent poor today seem responsive,
exactly because they accept mainstream values and are looking for direction. It remains doubtful,
however, that programs like those described above [eg sanctioning parents if their children fail to
attend school] can alter attitudes in any fundamental way, or even influence behavior once clients
leave their purview. This is because clients, beyond the very young, seldom internalize the strictures
deeply enough to affect their subsequent lives. Even prisons, the most rigid of institutions, produce
little inner change.™®

If Mead is right, then the Australian Government’s current attempt to use mutual obligation to
‘restore order’ in the Northern Territory’s Indigenous communities is likely to fail in the long run. To
use the Government’s preferred language, even if it were able to “stabilise” and “normalise”,
government would find itself unable to “exit.” This is because, according the Mead'’s theory,
jobless, welfare dependent adults lack the ability to live productive lives without supervision.

This highlights a more general problem with the law and order approach. To the extent that it
succeeds in explaining individual choices in terms of character, it is unable to offer any long term
solutions to the problem of poverty and welfare reliance.

Fortunately Mead’s extreme pessimism is misplaced. There is very little evidence to support the
idea that the majority of income support recipients are dysfunctional and unable to act in their own
interest. The law and order frame produces a distorted image of the problems of joblessness and
poverty.

5.4 Responsibility is removed from individuals, fam ilies and communities

Respect for human dignity means enabling individuals, families and communities to take
responsibility for their own affairs. This goal is undermined by policies which shift decision making
power to bureaucracies in the form of inflexible rules.

Pope John Paul Il warned against creating a large and intrusive ‘Social Assistance State’ which
attempts to take responsibility away from individuals, families and communities:

By intervening directly and depriving society of its responsibility, the Social Assistance State leads to
a loss of human energies and an inordinate increase of public agencies, which are dominated more
by bureaucratic ways of thinking than by concern for serving their clients, and which are
accompanied by an enormous increase in spending.™’

John Paul II's concern echoed that of Leo XIII one hundred years earlier:

The contention, then, that the civil government should at its option intrude into and exercise intimate
control over the family and the household is a great and pernicious error. True, if a family finds itself
in exceeding distress, utterly deprived of the counsel of friends, and without any prospect of
extricating itself, it is right that extreme necessity be met by public aid, since each family is a part of
the commonwealth. In like manner, if within the precincts of the household there occur grave
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disturbance of mutual rights, public authority should intervene to force each party to yield to the other
its proper due; for this is not to deprive citizens of their rights, but justly and properly to safeguard
and strengthen them. But the rulers of the commonwealth must go no further; here, nature bids them
stop.

Part of the problem with the law and order perspective is the assumption that some groups of
income support recipients (particularly the young unemployed, single mothers, and the entire
populations in some Indigenous communities) are morally incompetent. By tacitly applying this
stereotype to entire categories of citizens and assuming that they are beyond help, policy makers
limit their options to restricting income support or depriving recipients of responsibility for their own
lives.

Pope John Paul Il suggested an alternative response — strengthening responsibility by providing
individuals, families and communities with the resources they need to meet their obligations.**®

6 Making it mutual — towards a better mutual obliga  tion
policy

The Australian Government approach to mutual obligation is crippled by unjustified pessimism
about the ability of individuals, families and communities to take control of their own lives and
futures. Discouraged by past failures, policy makers have been too quick to conclude that income
support is the problem and that investing in labour market programs and other assistance is futile.
This pessimism has led policy makers to neglect their obligations. Frustration at past failure
combined with blanket assumptions about the character of recipients has led to a punitive
approach to mutual obligation that undermines their dignity and freedom.

A better policy would start with clear objectives, a better understanding of the nature of the problem
and a recognition of government’s obligations to income support recipients and the community.

6.1 Setting the right objective

Moving income support recipients from welfare to work should not be an end in itself. From the
perspective of Catholic social teaching, the aim of income support and welfare to work policies is
human development. The Compendium of the Social Doctrine of the Church makes this point
clearly: “Each person must have access to the level of well-being necessary for his full
development.”*®

This is not an exclusively Catholic position. As Pope Benedict XVI explains “The Church's social
teaching argues on the basis of reason and natural law”. As a result it is not surprising that many
non-Catholic thinkers and policy makers have reached similar conclusions. The economist
Amartya Sen, for example, also makes human development a central part of his ‘capability
approach.’

Holding the Australian Government accountable for the promotion of human development is
reasonable because it is already part of its policy framework. As Treasury Secretary Ken Henry
argues:

| should emphasise that our [Treasury’s] perspective on freedom is not a strict libertarian one,
focused only on procedures or basic rights. We most certainly must be interested in all of the
consequences of people exercising their perceived rights.

Rather, our perspective accords very closely with Nobel Laureate Amartya Sen’s focus on
‘substantive freedoms that people have reason to enjoy’.'?° Specifically, we are interested in the
‘capablizliltigsz;’ that Australians have to lead the lives they want to live — and that they have reason to
value.

The government’s role is to create a framework and provide access to resources that will enable
individuals, families and communities to take responsibility for their own development.
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6.2 Understanding the problem

To understand how to promote human development, policy makers need to understand what
prevents people from reaching their potential. Rather than being based on stereotypes, policy
needs to be based on evidence about what works.

The evidence from economics and the social sciences suggests that education (particularly early
childhood education), training and the creation of job opportunities are far more effective
mechanisms for preventing disadvantage than punitive welfare to work programs.

Individuals who are unable to take advantage of job opportunities or who need to put caring
responsibilities ahead of paid employment, need an adequate income in order to meet their
obligations and reach their potential.

6.3 Taking responsibility

The government has a responsibility to seek out effective policy responses to disadvantage and to
protect vulnerable individuals, families and communities from stigma and prejudice.

The government should be an enabler rather than an enforcer. Providing opportunities, incentives
and resources allows people to take responsibility for their own lives.

6.4 Five steps to better policy

Mutual obligation policy should not just encourage individuals to meet their obligations but should
support them to develop their capabilities. There are five steps the Australian Government could
take now to improve income support and employment policy:

1. Review the adequacy of income support payments: Countries with more adequate rates
of income support have lower rates of poverty. US evidence suggests that adequate
resources are particularly important for child outcomes.*?® Government should review the
adequacy of income support payments and link rates to the actual cost of living for
recipients.

2. Clearly separate compliance from assistance: Job Network and other employment
services should not be used as compliance measures. Centrelink should be responsible for
ensuring that income support recipients are eligible for assistance while Job Network
members should focus on improving recipients prospects for employment.

3. Replace Work for the Dole: Work for the Dole should be replaced with a work experience
program designed to improve the employment prospects of participants. The new program
should not be a mechanism for extracting work in return for benefits or deterring claims for
income support. The name of the new program should reflect its purpose.

4. Provide better support to parents:  US evidence suggests that moving parents from
welfare to work does not automatically produce better outcomes for children.*?* Family
income and the quality of care children receive outside the home make a difference.
Government should move beyond a punitive approach to mutual obligation for parents and
offer more evidence based support. Evaluation of the Welfare to Work initiative should
measure the impact of the reforms on child well-being.

5. Use evidence to inform policy change:  When new policies are implemented they should
be supported by evaluation findings or well-established theory about what works. A number
of the government’s policies — such as quarantining as a solution to truancy — have no
sound basis in evidence.*?®

Income support recipients do have obligations to the broader community. But the problem with the
current approach is that it fails to recognise that the obligation is mutual.
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and attendance records when in work, and a typically short duration of jobs due to quitting or
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