Federal Budget 2002 analysis

A budget of missed opportunities

| nthe Budget-night episode of Channel
Nine's West Wing a distinguished
American physicist argued with a US
senator and a presidential aide for fund-
ing for an expensive experiment on pro-
ton collisions.

'What practical value has that got?,
the senator and the aide ask.

'None', replied the scientist. 'And
neither did the electron, when it was dis-
covered at the end of the 19th century.
But now the world runs on electronics.'
This budget has produced some modest
increases in support for research. Science
and innovation will receive a $5.1 m
boost, up 5.8 per cent. The Australian Re-
search Council has an additional $85.0m
and the Research Infrastructure block
grants scheme increases of $23.0m and
$27.0m will help to upgrade university li-
braries, laboratories and other research
infrastructure.

This is not funding which encourages
the proton smasher or the breakthrough
research which fuels prosperity and de-
velopment. Why not?

After all, our economy is, as the
prime minister tells us repeatedly, going

'gangbusters’. The government has effec-
tively managed significant tax reform and
protected the Australian economy from
the effects of the recession which im-
pacted on our major trading partners. Its
policies have resulted in a 3.75 per cent
growth rate since the last budget, with the
same prediction or better for next year.
Unemployment is steady at just over six
per cent and Treasury forecasts growth in
business investment by twelve per cent.

So, if the government cannot now
commit to investing substantially in the
intellectual ability of Australians, when
will i?

There is no significant new commit-
ment to funding research and develop-
ment in universities nor to encouraging
industrial and business innovation and
research. Australia's most successful pri-
vate sector research and development
start program for small business has been
frozen. The major R&D initiative in 2003
will be the ICT Centre of Excellence
which is budgeted to receive $7.0m in
2003 out of a total $129.0m.

This is a budget of missed opportuni-
ties. Its underlying logic is to reward the
priorities of voters who delivered the coa-

lition's successful election result after
11 September.

Voters showed that they wanted in-
creased border protection and barriers
against asylum seekers. The coalition has
responded with the khaki budget. How-
ever, as the debate on the funding of
pharmaceuticals and pensions begins,
the fickle voter will become aware of the
cost of the offshore processing of asylum-
seekers.

Canberra spent about $540.0m more
on defence than education before
11 September. The present budget in-
creases that gap to $1.0 billion.

University funding in the budget is
pegged at $6.2 billion, which is, accord-
ing to academics, students and adminis-
trators, insufficient for present and imme-
diate future needs. The government is
providing $480.0m to fund 8300 under-
graduate places by 2004. Postgraduate
education loans have been extended to
four more institutions. However the key
decisions about tertiary education will be
made after the completion of the Higher
education — At the crossroads review
later this year.
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The budget has boosted private school
funding to more than $L billion, increasing
to $5 billion in the next three years. Fund-
ing for state schools is half that rate.

The inter-generational report devotes
less than a page to education, noting that
the federal government will be spending
proportionately even less on it than now.
It summarises the future commitment to
education as follows:

'In recent years, demands for a more-
skilled labour force and the desire for
education have increased... At the
same time, the proportion of the popu-
lation in the principal age group for
education (5 to 24 years) has fallen
from thirty-six per cent in 1972 to
twenty-eight per cent in 2002.

‘Reflecting these trends, Common-
wealth spending on education and
training, while continuing to grow at a
solid rate, is likely to decline as ashare
of CDP over the next four decades
from 1.8 per cent of GDP in 2001-
2002 to 1.6 per cent of GDP by 2041-
2042'. [Budget Paper No. 5, p8]

So much for lifelong learning in 2042.

This is not a budget to excite the li-
brary and information sector, given the
lack of stimulus to research and develop-
ment and the status quo funding of the ter-
tiary education sector and of the National
Library of Australia. Apparent gains in
funding of cultural institutions, such as the
boost to National Museum of Australia
funding have been made at the expense of
other institutions. There are some opportu-
nities for entrepreneurial library workers to
benefit from the schools' funding, the pro-
grams for IT skilling of the over 45-year-
olds and other information and communi-
cation technology policies outlined below.

Key commitments

« Defence spending increase of $1 bil-
lion to $1 3 billion — contribution to
war on terror increases to $524.0m.

= Upgrading of domestic security to
counter chemical, biological and nu-
clear threats $1.3 billion over five years.

® Border protection, including border pa-
trols and the financing of boat people
processing in the Pacific and Christmas
Island, $1.2 billion.

= Private school funding boost of more
than $1 billion for private schools, in-
creasing by 2005-2006 to $5 billion.

= Funding to state schools at half that
rate, increasing by $400.0m to $2.55
billion in 2005-2006.

« Quality Teacher Program (professional
development) $82.4m.

« Migrant children's education $62.5m.

= $23.0m over four years to help over
45-year-olds gain IT qualifications.

= Universities receive 5.8 per cent in-
crease in annual grant, to $4.9 billion
in 2002-2003 rising to $6.2 billion
over three years

Funding for scientific and technological
innovation, Backing Australia's Ability,
is maintained with $403.0m in line
with the planned five-year schedule.

New apprenticeship program funding
employers $1100 for an IT apprentice,
$750 for employing a person still at
school and another $750 for employ-
ing the same person within six months
of Year 12 completion.

Tighter eligibility for disability pensions
from 1July 2003 will move people with
capacity for fifteen hours work on
award wages to unemployment ben-
efits, to produce savings of $336.0m
from the $5.5 billion pensions program.

Extra funding for disability services of
$105.0m in 2002-2003 for accommo-
dation, day services and respite care.

Additional funding of $548.0m over
five years in an agreement with the
states for disability service delivery.

Cuts of $2 billion iri pharmaceutical
benefits scheme will mean a prescrip-
tion cost rise of $1.00 to $4.60 for con-
cession-card holders and a rise of
$6.20 to $28.60 per prescription for
everyone else.

$509.0m for aged care.

Baby bonus of $1.2 billion over four
years, but no maternity leave scheme.

First-home owners grants will cost

$784.0m.

$1.74 billion for roads, including the
construction of the Western Sydney
Orbital, the Melbourne Scoresby Free-
way, the upgrading of the Bruce High-
way on Queensland's Sunshine Coast
and upgrading of ‘'black-spot’ rural
roads — $100.0m has been cut from
the local roads program.

« Small Business Assistance program
funding of $60.0m to assist small busi-
ness in skills development, access to
advice and to government programs.

= Farmers will receive $25.0rn to combat
environmental degradation.

< Significant superannuation changes in-
troduce more opportunities for people
to save for retirement, including an ex-
tension of payment to the age of 75,
and the ability for family members to
contribute to children's superannuation.

Vision of the future

The intergenerational report, budget pa-
per 5, promised by the government as
part of its Charter of Budget Honesty, is
an extraordinarily superficial document,

designed to support the cuts to pharma-
ceutical benefits.

Its speculation on future education
spending has been discussed in the intro-
duction to this report.

Its projections of the age balance of
Australians in 2042 provides no stimulus
for debate on population policy, environ-
mental sustainability or economic devel-
opment. European countries are already
much further down the track of dealing
with ageing population problems. They
continue to develop their economies, pay
pensions and invest in public health and
education.

By 2022, retirees will have the elec-
toral numbers to make or break govern-
ments. Perhaps this group can be made
to feel guilty for making demands on gov-
ernment revenue, in the way that the un-
employed have been made to feel guilty
for going on the dole, as their jobs disap-
peared in the structural change of the
late-20th century. Or, since this will be
the savviest bunch of retirees in Austral-
ian history, perhaps not.

The arts/heritage

The National Museum of Australia is the
major beneficiary of funding in the Arts
portfolio. The Museum will receive an in-
crease of $37.2m over the next four years
— over $9.0m per year — to enable the
Museum to maintain its current range
and level of activity. The National Ar-
chives of Australia will be footing a large
part of the bill, being stripped of $4.0rn
per year over the next four years. Another
$2.0m over two years will be transferred
to the Museum from the Technical Assist-
ance Program of the Department of Com-
munications, Information Technology
and the Arts.

Most other national collecting agen-
cies received modest increases on last
year, including the National Library of
Australia. Some increase may be attrib-
uted to the Capital Use Charge on the
value of collections.

The Budget provides an additional
$1,2m over four years — $300 000 per
year — to fund the Heritage Collections
Program, to build on the work of the Her-
itage Collections Council. Supported by
the commonwealth, states and territories
the work will include strategies for the
care and management of heritage items
held in museums, libraries and galleries,
particularly in regional Australia.

The Budget provides $1.0m
[$200 000 per year] over four years to
continue, and most likely redevelop, Aus-
tralian Museums Online which supports
online links between museums and gal-
leries across Australia, provides virtual
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continued from page 6...

exhibition tours and improves access to
conservation, collection management
and training resources.

Additional funding of $6.4m over
four years — $1.6m per year — was
added to the appropriation for the Aus-
tralia Business Arts Foundation which
encourages private sector support for the
arts and culture. The government funding
will be leveraged into higher ongoing pri-
vate support for the arts.

Public Lending Right funding contin-
ues at $6.662m, (up $400 000 against
current expenditure level). The Educa-
tional Lending Right Scheme and Book
Industry package continues at $9.3m ($1
million above current expenditure level).

The budget provided some additional
funding for the National Institute of Dra-
matic Art, the Contemporary Music Tour-
ing Program, major festivals and young
and emerging artists. However, the em-
phasis in the Arts is on continuing levels
of funding.

Education

A total of $64 billion over four years and
spread across schools, higher education,
vocational education and training and sci-
ence represents the government's commit-
ment to education in this year's budget.
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Schools

In 2002-2003, schools will receive $6.6
billion in funding, an increase of 6.5 per
cent on 2001-2002. Government
schools can expect a 5.7 per cent in-
crease in funding from last year. This rep-
resents a 52 per cent increase since 1996
during which time enrolments in govern-
ment schools have increased by 1.4 per
cent. The focus of funding to all schools
remains on achievement of national
standards, particularly in literacy and nu-
meracy.

The Quality Teacher Program will be
expanded through an allocation of
$82.4m over the next three years. The
program targets continuing professional
development for teachers and enhanced
opportunities for them to remain up-to-
date in subject knowledge and classroom
applications.

Indigenous students

A total of $445.0m in 2002-2003 is com-
mitted to improve education outcomes in
literacy, numeracy and skills needed for
the workforce for indigenous students. The
Indigenous Education Strategic Initiatives
program ($167.9m), the Indigenous Edu-
cation Direct Assistance Program ($64.9m)
and the ABSTUDY Program (estimated at
$183.7m) will assist secondary school stu-
dents to complete Year 12, gain access to
vocational training opportunities or move
into further education and training or em-

ployment.

The Indigenous
Education Profes-
sional Development
Package will be
launched later in

2002. This will offer
professional develop-

ment activities for

principals and edu-

cators of Indigenous

school students to as-

sist in achievement of
improved education

outcomes for the stu-

dents.

Funding of
$4.0m to improve in-
digenous participa-
tion in vocational
education and train-
ing will be available
through the Austral-
ian National Training
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New arrivals

New school students arriving in Australia
as migrants will be able to learn English
through the English as a Second Language
New Arrivals Program, to be funded at
$12.1 m over the next three years. In ad-
dition a total of $55.1 m in General Recur-
rent Grants will be available over the
same period to provide for the new stu-
dents' general schooling costs.

From 1July 2002, as part of the gov-
ernment's Humanitarian Migration Pro-
gram, access to the English as a Second
Language New Arrivals Program will be
available to young people under 18 hold-
ing temporary visas in the humanitarian
and refugee arrivals category.

Vocational education and training
From 2003-2004 a total of $35.7m over
three years will provide states and territo-
ries with funding for mainstream voca-
tional education and training as well as
additional funding for the Language, Lit-
eracy and Numeracy Program.

A continued focus on preparing for
Australia's future skill needs sees $54.0m
allocated over the next four years to two
New Apprenticeship initiatives: Innova-
tion New Apprenticeships and School-
based New Apprenticeships.

An employer who hires an Innovation
New Apprentice in Information Technol-
ogy or another highly-skilled emerging
occupation will receive $1100 in addi-
tion to other incentives. A financial incen-
tive of $750 is available to an employer
who hires a New Apprentice who is still
studying at school. Employers who con-
tinue to employ the apprentice as a New
Apprentice within six months of them
completing Year 12 studies will attract a
retention bonus of a further $750.

Under changes to the Disability Sup-
port Pension, some 3200 extra training
places over the next three years will be
available to people with disabilities to
improve their capacity to work.

IT training for mature-age workers

The IT Skills for Older Workers Program,
a four-year $23.0m initiative represents
part of the government's commitment to
lifelong learning. People aged 45 and
over who hold no post-school qualifica-
tions in IT and who are in the workforce
or receiving welfare payments will be
enabled to access training to a value of
$500 to develop IT skills to a level nec-
essary for today's workplace. Training
will focus on basics such as word-
processing, e-mail and use of the internet
and will be delivered through a network
of Registered Training Organisations.

Funding to the states and territories
for Industry Training Advisory Bodies will
be reduced by $5 million, and consulta-
tions initiated with key industry stake-
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holders to review functions. This will
have a significant impact on vocational
education and training.

Higher education

$20.6 billion over four years has been al-
located to support higher education. The
$4.9 billion committed for 2002-2003
represents an increase of 5.8 per cent
over last year. In January 2003 the Post-
graduate Education Loans Scheme (PELS)
will be extended to include four further
institutions with an estimated 2000 stu-
dents gaining access to the scheme.

$300 000 has been allocated to the
University of Tasmania to introduce a
three-year Graduate Diploma in Environ-
ment and Planning to commence in
2002-2003. Six Commonwealth scholar-
ships valued at $10 000 each will supple-
ment funding available to the course.

As part of the government's Investing
in Higher Education commitments, a re-
view of rural veterinarian services with a
particular focus on veterinary training
and expertise will be undertaken in
2002-2003.

Seed funding of $250 000 for
2001-2002 has been allocated to the
General Sir John Monash Foundation to
establish a series of grants for Australian
postgraduate students to study abroad in
North America and Europe.

A review of options for supporting and

funding Australian universities will be
conducted over a period of nine months.

Funds for the Australian Research
Council will be increased by thirty-two
per cent thus indicating the government's
continuing commitment to research. The
Research Infrastructure Block Grants
scheme will be increased by $23.0m.
Through the Systemic Infrastructure Initia-
tive introduced last year, $27.0m will be
made available to upgrade university li-
braries, laboratories and research infra-
structure in general.

Employment

The unemployment rate now stands at
just over six per cent. Approximately
630 000 job-seekers are competing for
86 000 jobs, including 165 000 long-
term unemployed. In fourteen months,
these will be joined by the unsuccessful
disability pension applicants. In addition
there are an estimated 700 000 who are
either part-time workers wanting full-time
work or out of the workforce and inter-
ested in returning to work but not regis-
tered.

Budget Paper 1 forecasts employment
growth at 1.75 per cent in 2002-2003,
with average earnings growth increasing
from 3.25 to 4.25 per cent. These figures
do not include the impact of the Austral-
ian Industrial Relations Commission's
safety net increase of $18 in award rates.
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Those unemployed now receiving in-
tensive support under Commonwealth la-
bour market programs will receive new
job-seeker accounts worth $850 to cover
work-related expenses such as transport
and training.

The government will allocate $3.3
billion over three years from July 2003 to
fund the next batch of contracts under the
Job Network scheme. Employment Na-
tional will be dismantled and the com-
petitive tendering system abolished.

Job-seekers will no longer have to
shop around different providers to find all
job advertisements. They will register
with one provider. If they remain unem-
ployed for three months, they must un-
dergo three weeks of job-search training.
After five months, job-seekers will have
to attend meetings to explain their search
efforts. Many will be referred to work for
the dole or other mutual obligation
schemes. After a year the unsuccessful
job-seekers receives ‘customised’ assist-
ance in an intensive six-month program.

Information and
communications
technology

This year's budget once again contains
no surprises and only a couple of minor
announcements for Information and
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Communications Technology (ICT). The
prime minister had earlier this year an-
nounced two major initiatives that im-
pacted on ICT. There is continued
funding for key programs including Net-
working the Nation, Building on ICT
Strengths, and Backing Australia's Ability.

Sale of Telstra

The government has reaffirmed its posi-
tion on its plans to privatise Telstra despite
a falling share price. The Budget's forward
estimates show that the government fore-
casts big cash injections from the sale of
its 50 per cent stake of Telstra over three
years, beginning in 2003-2004.

Indigenous action plan

In response to the Telecommunications
Service Inquiry, the government has allo-
cated $8.3m over three years as part of a
telecommunications action plan for re-
mote indigenous communities. The pack-
age will include a community phone
program, an online access centre, a con-
tent development program and informa-
tion awareness-raising program.

National Information Infrastructure
The government has allocated $24.9m
over four years as part of its strategy to
protect the National Information Infra-
structure (Nil). The Nil comprises the
electronic systems that underpin critical
services such as telecommunications, en-
ergy and utilities, and the banking and fi-
nance sector.

Broadband Advisory Group

The Broadband Advisory Group, an-
nounced before the Budget, will provide
high-level advice to government on
broadband development in Australia. The
group has a broad spectrum of expertise
ranging from ICT industries to key sector
users. The group is expected to consult
widely providing opportunity for stake-
holders to present their views. Senator
Alston will chair the Group which held its
first meeting in late April and is expected
to conclude its work by the end of the year.

ICT framework for the future

The framework will be jointly developed
by government, industry and the research
and academic communities. A key focus
of the framework will be on innovation
as a key driver of long-term industry
growth. The Framework for the Future's
steering committee, to be chaired by
Senator Alston, will have ICT expertise
drawn from Australian companies and
global corporations, research bodies like
the CSIRO and the Defence Science and
Technology Organisation (DSTO), and
the university sector. A report will be pre-
pared by the steering committee, which
will make recommendations to both gov-
ernment and industry on strategies/ac-
tions to enable Australia's ICT sector to
take maximum advantage of future op-
portunities. Working groups will be es-
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tablished to assist the steering committee
in key areas. The steering committee's
first meeting was held in April with the
development of the Framework to be
completed by the end of 2002.

ICT centre for excellence

In January 2001 the Coalition an-
nounced $129.5m over five years to
establish a world-class research centre
of excellence in ICT. Three consortia
applying to operate the centre have
been short listed for interview with the
centre's advisory panel. The panel will
make a recommendation on the pre-
ferred applicant to government in May.

Your money

Superannuation

Budget changes to the superannuation
system need to be considered against the
rise of compulsory employer superannua-
tion contributions from eight to nine per
cent. The changes include:

= the ability to continue contributions to
age 75.

= a higher fully-deductible amount for
contributions by self-employed persons.

= quarterly superannuation guarantee
contributions.

reduction in the superannuation sur-
charge.

« reduction in the tax rate on excessive
ETPs — from 1July 2002, the tax treat-
ment of an ETP from a super fund that
exceeds a taxpayer's RBL will be modi-
fied to limit the effective tax rate on the
payment (48.5 per cent).

= replacement of the rebate for personal
super contributions with a government
co-contribution of up to $1000 a year.

ability for couples to split contribu-
tions.

« opportunities for parents and other
family members to contribute to super-
annuation on behalf of children.

From | July 2002, recipients of the
Baby Bonus who would not otherwise be
able to contribute to superannuation, will
be eligible to contribute to a superannua-
tion fund or retirement savings account.

Personal Income tax

As expected, there were no changes to
personal income tax rates. Medical ex-
penses threshold tax offset increased from
$1250 to $1500. The medical expenses
offset will be available at a rate of 20 per
cent of any net medical expenses above
$1500 in an income year. The Medicare
levy low-income threshold will increase
to $14 539 for individuals and $24 534
for families. The additional amount of
threshold for each dependent child or
student will also be increased to $2253.
The Medicare levy threshold for pension-
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ers below age-pension age will be in-
creased to $16 570.

Fuel tax

Government has decided not to imple-
ment the recommendation of the fuel
taxation inquiry.

Australian Tax Office

The budget allocates an additional
$1 70.0m to the ATO over the next four
years. The extra funding is intended to
produce extra revenue of $1.5 billion over
the same period through ‘enhanced debt
collection and compliance activities'.

Companies and other entities

The company tax rate remains at 30 per
cent. That rate also applies to life insur-
ance companies and friendly societies
(applicable to the ordinary class of tax-
able income) and to small and large
credit unions. Companies have a further
twelve months to adjust to the new con-
solidation rules, which were to com-
mence on 1July 2002. A number of
significant business tax reform measures
have been deferred, including the taxa-
tion of financial arrangements, FX gains
and losses, commodity hedging and
other foreshadowed measures. From
1July 2002, the companies will no
longer be required to 'waste' current-year
losses against franked dividends.

Baby bonus

Higher income families may claim a tax
benefit of up to $2500 per year for five
years, depending on the amount of tax
paid before leaving the work force. Low'
income parents will receive a minimum
payment of $500 per year for five years.

Regional health

To encourage better health care in the
outer metropolitan suburbs and rural com-
munities, the budget allocates $80.0m for
an additional 150 doctors to work in the
outer-metropolitan areas and $72.7m over
four years to build six new facilities, out-
side the capital cities, to improve patient
access to radiation oncology services.

Aged care and veterans

An additional $654.0m over four years
will target services for veterans and older
Australians.

Pharmaceutical benefits cut

Cuts in benefits mean that concession-
card holders will pay an extra $1.00 for
prescribed medicines, bringing the cost
to $4.60. Others will pay an extra $6.20,
bringing that prescription cost to $28.60.

Disability pensioners

The budget tightens the test for a disabil-
ity pension. Those assessed as capable of
15 hours work a week at award wages
(instead of the present 30-hour test) will
be required to register for unemployment
benefit and look for work. The increased
pharmaceutical costs will also impact on
this group. ]
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