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natives. The result is not less welfare,
but welfare based on the idea of
“mutual obligation”, where those
receiving certain forms of govern-
ment entitlements are considered to
owe a debt to the community and
must comply with tighter rules or
face losing such income.

Dealing with the unemployed
In 1998 the Federal Government

created the Job Network to replace
the Government run job placement
program. Under the Job Network,
private providers assist unemployed
people to find work. These organisa-
tions are both for-profit companies,
and non-profit organisations. Both
types of organisation compete in a
tendering process to receive Job
Network contracts. Once a contract
is awarded, the organisations are
paid based on the number of people
they have placed in a job.

Payment is based on the skills
and employment history of the per-
son; however, payments do not
necessarily reflect the needs of each
individual, particularly those with
significant barriers to employment
such as poor English, mental illness
or literacy problems.

Concerns are now emerging
over the use of “breaching”. Under
the system of mutual obligation the
unemployed can have their benefits
cut or taken away completely if they
fail to comply with requests, such as
turning up to a meeting or inter-
view. St Vincent de Paul argues that
breaching often hurts the families
of the unemployed causing
increased poverty and destitution,
and that little consideration is given
to the needs of the mentally ill
(2003 Senate Inquiry into Poverty).

More than 70% of breaches have
been over turned on appeal
through Centrelink, suggesting
that Providers may be using the sys-

The Australian welfare
state is rapidly chang-
ing. Globalisation,

high unemployment, and an
aging population have led
governments to cut back
income support and entitle-
ments, often targeting those
groups most in need, and plac-
ing an increasing burden on
low-income working families.

New programs have been intro-
duced and income support has been
privatised, through out-sourcing to
companies and non-profit organisa-
tions, contracting programs or by
increasing funding to private alter-

tem to get rid of difficult to place
clients. Disturbingly, there seems to
be no difference in the rate of
breaching between for-profit and
non-profit Providers.

Source: Susan Lackner, “Dishon-
oured in the Breach” in Arena maga-
zine 62, December 2002-January
2003; ACOSS Media Release, “Tens of
thousands of unemployed missing jobs
help under new system” July 2, 2003.

Unequal taxation
Australians pay less tax than

most other OECD countries.
However, the tax burden is increas-
ingly falling on low and middle
income earners. The two major
causes of this are a fall in company
taxes and increasing tax loopholes:

Between 1987 and 2003 the
corporate tax rate has been cut
from 49% to 30%. Each year tax
loopholes cost Government $7 bil-
lion in lost revenue, mainly from
higher income earners.

A number of new welfare mea-
sures have also benefited people on
middle and higher incomes.

The top 25% of retirees will
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A New Welfare State – but who pays for who?

Increasing Disadvantage
People are not naturally
disadvantaged. Consistent with
globalisation, governments adopt
policies to attract investors, reducing
funds to health, education and social
services. Government changes to
competition policy, industrial relations
and economic management
contribute to disadvantage. These
changes justify cuts in services and
support, while those who benefit,
particularly corporations and high-
income earners, enjoy lower taxes
and increased government
assistance. The new welfare state in
Australia is failing to support those
most in need. In the future rising
inequality will be harmful to us all. It is
those who are being advantaged by
government policies who owe
something back to the community, not
those who are being disadvantaged.

See B.Cass and D.Brennan,
“Communities of Support or
Communities of surveillance and
Enforcement in Welfare Reform
Debates” in Australian Journal of
Social Issues, Vol 37, No.3 August 2002
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receive about $400 million this year in tax
rebates and concessions. Self-funded
retiree couples have access to a health care
card when earning up to $80,000 a year,
while the cut off for working families is
$32,000.

The baby bonus is paid to parents
whose income falls after having a child.
The payment reflects the parent’s previ-
ous income, meaning that higher income
earners gain more. A couple each earning
$60,000 prior to the birth of a child
receives five times the rebate of those
each earning $20,000.

Those already owning a home are able
to gain tax concessions when they buy an
investment property, a benefit not afford-
ed to first home buyers. Negative gearing
costs the Government $2 billion annually
and contributes to rising house prices.

Source: ACOSS Report, “Taxation in
Australia: home truths and international
comparisons” Info 347, June 2003, p.20;
ACOSS Media Release, ACOSS analysis
shows ‘well-off welfare’ squeezes low &
middle Australia’ May 2003.

Instead it is low and middle income
earners who face a higher tax burden.
According to ACOSS, many middle income
families now face effective marginal tax rates
of 60% or more because they lose benefit
payments at the same time as paying higher
tax rates. This has been made worse by the
introduction of the GST. Those on low-
incomes spend more of their money and
save less. As the GST taxes spending, this
means those on low-incomes pay a higher
proportion of their income in tax.

Health
In 1999 the Federal Government intro-

duced a rebate for private health insurance
of 30%. This has been one of the most
expensive policies introduced in recent
years, costing about $2.4 billion a year. As
high-income earners are more likely to
have private insurance, half this amount is
paid to the top 20% of income earners.

Despite this assistance, the private
health insurance industry remains largely
unprofitable and premiums continue to
increase faster than inflation.

The dramatic increase in spending on

has cut $800 million from higher educa-
tion while increasing student fees.
Student debt, through the Higher
Education Contribution Scheme
(HECS), now stands at over $9 billion,
higher than the GDP of New Zealand.
The Government is now proposing to
deregulate fees, allowing Universities to
charge up to 30% more.

Source: Youth Action Policy Association
(YAPA) ‘Tertiary Education and Young
People’, Fact Sheet 2003.

Proposed changes to higher education
will increase the number of full-fee places,
offered to those lower marks but who can
afford higher fees. Universities have also
increased the number of full-fee paying
overseas students to subsidise their
Australian students. This market based
system benefits older more established
Universities, with many younger or
regional Universities, such as the
University of Western Sydney or
Newcastle University, falling behind.

private health has not been matched in the
public health system. Instead, the Medicare
rebate has been falling, both compared to
inflation and average weekly earnings. The
combination of this and a decline in the
number of doctors, particularly in outer
metropolitan and large regional centres,
has seen bulk billing rates decline from 80%
of GP services to fewer than 70%.
Simultaneously, fees charged by doctors
who do not bulk bill have been increasing,
making it more expensive to see a doctor.

Source: Health Insurance Commission
(HIC) (2003), ‘Quarterly Standard
Reports’, Table 4: Medicare – % bill type by
Broad Type of Service and various periods,
various quarters. 
www.ema.gov.au/agd/FOI/Decisions_Summar
ies/1994/FOI_Decision_D352_Strang.htm 

The Government has proposed
increasing the Medicare rebate for those
with a health care card to address this
decline. However, the changes make it
easier for doctors to charge higher fees to
other patients. This threatens to under-
mine the principle of universality and to
dramatically increase the cost of health
care for working families.

Source: ACOSS Media Release, “National
Reconciliation Week puts focus on Indigenous
health and Medicare”, 26 May 2003

Education
There has been a significant shift in

government priorities away from public
education, both at a school and
University level. The Commonwealth
Government now gives more money to
private schools than to Universities. The
benefits have been concentrated among
the relatively wealthy Independent
schools, while many systemic Catholic
schools are left with total budgets below
equivalent public schools.

The shift in school funding is based on
a funding formula that takes into account
the socio-economic status of the regions
where students live. However, for many
boarding schools this is a poor indicator
of need. Many boarding students live in
poor regions but are from relatively
wealthy families.

Since 1996 the Federal Government

Just Action 
The Senate is currently conducting
inquiries into proposed changes to
Medicare and Higher Education. You
can find out more by going to the
Parliamentary website:
• Medicare inquiry –

www.aph.gov.au/Senate/committee/m
edicare_ctte/index.htm

• Higher education inquiry –
www.aph.gov.au/Senate/committee/ee
t_ctte/highed2003/index.htm

A recent Government report, delayed for
more than 15 months, shows a marked
decline in the proportion of university
students from disadvantaged
backgrounds since HECS fees were
increased in 1996. The proportion of
males under 24 years of age from low
socio-economic status backgrounds,
taking high fee courses feel by over 20%
between 1996 and 1997.
Source: Contractor & Noonan (2003),
‘Closing shop: uni fees deter students’,
The Sydney Morning Herald, July 23.


