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by Susan St John

Child poverty is a cancer in the fabric of this once proud nation.  It almost got on the agenda this election with excellent policies proposed by the Greens and the Alliance, but the debates got diverted and government was not forced to state its own policy in detail.  But in “The Agenda for children” the government itself identified that 3 out of every 10 children live in unacceptably low income and housing conditions and promised to eliminate poverty. This admission was astonishing but so far there is no time frame and no specific new policies.

In spite of the economic recovery, Diane Robertson of the Auckland City Mission reports ever-increasing demands at the food banks and a relentless rise in families with children needing help, including the working poor. She believes that lack of financial resources and the run down of assets is the fundamental problem- not poor budgeting or moral deficiency. Economic growth is important, but if the fruits fail to be shared more broadly it does little for child poverty.

It is not my intent tonight to describe the desperate plight of far too many families in New Zealand. Many thousands of wonderful people throughout NZ are working at the front end of the problem to ameliorate its affects. What we try to do in CPAG is to affect broader structural social justice for families through getting better policies. Of course policies dealing with poverty  must include housing, education funding, good nutrition, good parenting, mentoring, plunket, dealing with drugs alcohol and gambling and so forth. But tonight I want to talk about incomes and the ideology of poverty that prevents real action. 

This ideology consciously or unconsciously lays blame on the victims for their poverty. It requires the poor to be defined as irresponsible, not caring for their kids, feckless, or lazy. All they need is a job and a dose of self responsibility. Then solutions can remain unexplored, especially those that cost money, as the poor cant be trusted to spend the money the way those who are not poor think they should.   This blaming needs to be challenged whenever it occurs as it is entirely unhelpful.  No-one pretends that all there is to child poverty is more money for families, but that is no excuse for the flagrant neglect of the incomes of the poorest that we have seen in the past decade.

The ideology also supports the idea of work is the answer to poverty- any job is better than no job, and of course parenting is no job at all.  Jobs are important, but are they really the answer in today’s climate of casual work, just in time employment, low wages and poor working conditions?

The practical ways people can help to bring about change is to challenge the ideology and demand change though exerting political pressure.  Kevin Hackwell in the Downtown Ministry is doing a wonderful job educating us about the special benefit and how beneficiaries seldom get what they are entitled to. Often the extra 20-40 dollars a week make all the difference. CPAG complements this activity with an emphasis on how we as a society should recognise children of all families whether they are in work or not

In developed countries, the extra costs that families face are recognised via family benefits. Families may also be assisted into their first home with subsidized loans and deposits. A family benefit can be paid as a cash payment from the state, like our old family benefit, and go to everyone.   Alternatively it may be paid as a weekly sum whose value depends on the total family income, so that high-income families don’t get anything. If it is paid this way it is called a tax credit.  The constant name changes of these tools in New Zealand are confusing, but it is helpful to think of a tax credit  as a weekly cash, per child,  payment whose size reduces as family income increases.

An example- if the total family income is expected to be $20,000, a one-child family can get a weekly cash payment of $47 of Family Support Tax Credit, and if they qualify a further $15 ($62)  for the Child Tax Credit.   At the end of the year if income was in fact $25,000, they would only be entitled to $45 and they would have to repay $900. If their income were $30,000, they would only be entitled to $20 a week and at  $ 33,546, less than the average wage, the one-child family is entitled to nothing.

For those on a benefit, Family Support is paid along with the benefit, but they are not entitled to the Child Tax Credit.   Why is the Child Tax Credit never discussed openly in NZ?  I can never find it in any official government documents, although it used to be separately itemized in the budget.   May I briefly outline the history of this invidious measure.

Family Support was introduced in 1986 as a single tax credit to assist all low income families regardless their source of low income.  Paid as a weekly cash amount, but reconciled at the end of the year.In 1991 the universal family benefit was abolished and Family Support became the sole form of weekly income supplement for children. Low income families had their family support increased by the value of the foregone family benefit but all low income families were still treated the same. 

In the mid 1990s, instead of properly adjusting Family Support to compensate for inflation, the Child Tax Credit was introduced.  The Child Tax Credit is added to Family Support, but only for those children whose parents are deemed ‘independent from the state’. The rest, about 300,000 of the most needy children in New Zealand, are the undeserving poor and miss out on this $15 per child per week payment. How do they miss out? It may be one of their parents is on a benefit, perhaps chronically ill, or lost their job and now doubly punished, or they are on ACC for more than 3 months, the children of these disabled people are not worthy of the CTC. If one parent dares to be old and on New Zealand superannuation, or studying on a student allowance, their children too are excluded from the CTC.  A sole parent on the DPB with a part-time job, is on anyone’s standards full employed, but  is also ineligible for the Child Tax Credit.

The CTC discriminates against children on the basis of the employment status of their parents and is against the spirit of the Human Right Act. Later this month, CPAG will be taking the case to the HRC. We have done this in the past, but now the new legislation that requires government to comply with the Act gives us a much better chance of success.

Families with young children who do not get the Child Tax Credit have had a serious loss in purchasing power because their Family Support has only been increased minimally from when Roger Douglas put it in place in 1986.  For a young one-child family it has risen by only $5 in 16 years, moreover to get the full amount of $47 a week, joint income must be under $20,000. A one-child family on a low income of around $26,000 gets only $24 a week. This buys 60% less than the family support paid to a similar family 16 years ago. Even if the Child Tax Credit is included, the loss is still 35%. It is not just that regular CPI adjustments have failed to occur, and that catch-ups have been totally inadequate and spasmodic, but that the levels of income from which the payment starts to reduce occurs have been largely fixed for more than 10 years. 

It is important to understand the reasons for the CTC. Basically it was introduced to ‘make work pay’.  Based on the notion that those not in full-time work need incentives (sticks and carrots) to get a job.  (Many economists have as their mantra ‘incentives matter, and not a lot else’.) The irony is that the same economists that espouse this view, go ahead to design tax credits that are very poor from an incentive viewpoint. The CTC does not reward an extra hour of work—it rewards being fully independent from the state. It does not affect the incentives of the young without children to get work. It confuses per week, per child, support to relieve hardship with labour market tools. 

There are better ways to make work pay. Reducing the rate at which the tax credits reduce as extra income is earned would help. Currently many families earning income over $27,000, lose 61 cents for every dollar they earn in tax, student loans, and loss of tax credits. Astonishingly, the treasury economists never seem to discuss this as a potent work disincentive.

Where is the debate over this inequitious arrangement? When in Opposition in 1996 Labour said that if elected they would immediately add the Child Tax Credit onto Family Support for all children. There has been a veil of silence about it ever since. The tax review refused to look at the CTC, and the latest pronouncements from government are not encouraging:

I quote from the speech from the throne: 

My government's approach to the wider areas of social assistance will focus on better supporting families and children, simplifying the system, and improving opportunities to move into paid employment. It is intended to move towards annual reviews of Family Support and Family Tax Credit rates and thresholds. 

Is it deliberate that the reference is to the Family Tax Credit rather than the Child Tax credit?  If you go into the IRD web site, there are four tax credits for families 
· Family Support 
· Child Tax Credit 
· Family Tax Credit 
· Parental Tax Credit. 
The family tax credit is a targeted top up does not apply to many families at all. To qualify family income must be less than $18,368 (before tax) a year, and for a sole parent must work at least 20 hours a week and for a couple 30 hours a week   The Child tax credit is the big one. We gets a sense of why the government is not talking about it from the following out of Treasury’s latest briefing paper

Income transfers are important for the well-being of people in temporary difficulty, and those who will always find it difficult to earn adequate income in the labour market. However, the evidence suggests that it is better for economic growth that those who can, support themselves through paid work.

Social assistance reforms should therefore place a high weight on getting beneficiaries into a job. Policies to support this include job search assistance, clearly signalled job search expectations, and “making work pay” policies, such as in-work tax credits.

The emphasis is squarely on jobs as the way out of poverty. Note the reference to the ‘in-work tax credits’. The Child Tax Credit happens to be the only significant example. Does this indicate an unwillingness to address the discrimination of the CTC and a fondness for the fact it increases the margin between benefits and low wages?

We also know that there is no money. There is only $2.2B for new spending for the next three years. It is sobering to realise that just fixing family assistance alone will absorb three quarters of that money.  At the moment  there are no provisions for any inflation catch-up for either Family Support or the Child Tax Credit in the fiscal projections out to 2006.

It is quite different in the UK, supposedly the model third way government. The 2002 UK budget has whole chapter devoted to creating a fairer society.

Since 1997, the Government has placed welfare reform at the heart of its strategy for promoting fairness and inclusion. A modern welfare state is the means to ensure that everyone in society has an equal chance to share in rising national prosperity.

Tackling childhood disadvantage is particularly important because childhood experience lays the foundations for later life. Children growing up in low-income households are more likely than others to have poor health, perform badly at school, experience unemployment as adults or earn lower wages. The Government is therefore committed to halving child poverty by 2010 and abolishing it within a generation.’

They are going in the opposite direction to us. By 2003 they will have a Child Tax Credit- that treats all children the same and does not differentiate based on work status of the parents. There will be ‘a common framework for assessment, so that all families are part of the same system and poorer families do not feel the stigma associated with the current forms of support’.  With the universal Child Benefit, there will be £26.50 a week for the first child for the 85 per cent of families with an income of less than £50,000 a year; and  £54.25 a week for the first child in families with an income of less than £13,000 a year. 

CPAG would like a universal component too, but short term, the priority is the extension of the CTC to all low income children. It should now be more than $15 and full indexation is crucial. We can do it for the pensions of all over 65 no matter how wealthy they are. It is time for children to get some of that kind of attention.

CPAG      Post Election Action

Child poverty is now a serious and alarming phenomenon in New Zealand. The government has identified that 3 out of every 10 children live in unacceptably low income and housing conditions and has pledged to eliminate such impoverishment. 

However, commitment to this end requires more than words.  It will need action on many fronts, including a willingness to devote adequate resources if the high social costs that flow from the neglect of children’s needs over a long period are to be averted. 
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