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The Treasurer predicted a cash 
surplus of $2.1b for the next financial
year compared with a $1.2b deficit
for 2001-02 as a result of lower tax
returns and increased spending on
national security.

The Treasurer stated that
increased business investment

would see the economy
continue to power along

with growth forecast at
3.75% next year.

Among the initia-
tives outlined in
the Budget, the

Government announced that the
Australian Taxation Office would
receive an extra $1.5b over four
years to bolster its enforcement of
the new tax system – including more
than 2,000 extra staff.

The most contentious inclusions in
the Budget are the cuts to the
Pharmaceutical Benefits Scheme and
the disability support pension.  The
measures will save nearly $2.5b over
four years.

Inflation will remain steady at an
expected 2.75% and unemployment
should be down to 6% by mid 2003.

However, for Australia the biggest
future challenge will be an ageing
population.

Following for your information is a
summary of the 2002 Budget.

Murray Hills
Managing Director

Australia in 2042
With the 2002 Budget, the
Government included its first
Intergenerational Report that
looks forward to Australia with
a population of 25m, more 
elderly, fewer children and a
smaller proportion of workers
in the economy.

■ Number of people over 65
will have more than doubled

■ Number over 85 will have 
trebled

■ Number of under 18 year olds
will have fallen slightly

■ Males born in 2042 will live 
on average, for 82.5 years and
females for 87.5 years.

■ Government spending on health,
age care and social safety net is
expected to rise to $87b in
today’s dollars.

According to the Report, the ageing
of Australia’s population is not 
likely to have a big impact on the
Government’s budget until the
middle of the next decade and
pressure will build significantly
around 2020.

Budget ReportBudget Report
Earlier this month, the Treasurer Peter Costello delivered the 2002 Budget.

2002

Residential aged-care
subsidies would be

increased by $211m
and another $100m pro-

vided as capital grants to
help upgrade small nursing

homes in rural and remote areas.

People caring for the elderly and
those with dementia will receive
an additional $80m in support over
the next four years.

In 2001, there were 158,000
Australians affected by dementia.
By 2010 it is predicted that
200,000 will be afflicted.

$20m will be spent on carers of
those with dementia.

The income Support Settlement
Scheme will receive $20m in 
funding over the next two years.
This will allow the indexation of
the ceiling rate of the supplement,
which is provided in addition to
the War Widows Pension

The increase in out of pocket
script expenses for concession
card holders will require pension-
ers to pay $4.60 for medicines
from August 1 2002. This is an
increase of $1.

There is a $500 voucher for older
Australians to undertake basic
computer training

Cost of prescriptions to increase
by $6.20 to $28.60

Aged care and the elderly
$509.3m will be spent over four years on aged care.
This will bring total Government spending on the
ageing to $5.5b in 2002-03.

Massive upgrades for defence, anti terror security and border protection underpinned a Budget aimed 
at securing Australia’s safety and economic strength.
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Australian Tax Office
The Government will spend
$1.5b on a crackdown on
taxpayers.  It expects to
collect an extra $2.9b in
2002-03 and $3b more the
following year.

In the next four years, the
Government expects to extract

an additional $670m from big
business, $300m from small 

business and $530 from other 
taxpayers.

Business
The process of company registra-
tion will be simplified to remove
duplication and to cut the 
time businesses take to obtain
registration.

The Australian Securities and
Investment Commission’s company
registration process will be combined
with the Australian Business Number
application process. The Australian
Taxation Office will manage this.

First home buyers
The first homebuyers’ scheme
allowing first homebuyers a grant
of $7000 remains in place

Defence
Defence dominated the 2002
Budget with spending increased
by nearly $1b to fund the mili-
tary’s highest level of operations
since the Vietnam War. 

The key new outlays in the Budget
over four years are –

■ $194m for the war against 
terrorism.

■ $219m for an elite new SAS 
anti-terrorist assault group.

■ $121m for counter chemical, 
biological and nuclear weapons.

■ $90m for personnel.

■ $41m for base security.

■ $22.3m for boat people patrols.

Health
Big reforms to the Pharmaceutical
Benefits Scheme are expected to
save about $1.9 billion as the
result of significant increases in
the cost of medicines and crack-
downs on pharmacists suspected
of defrauding the Government.

$3.3 million will be diverted from
Government advertising to construc-
tion work at the Children’s Cancer
Institute in Sydney.

Funds previously allocated to the GP
House Project in Canberra have been
allocated to - $4m to the Medical
Specialist Outreach Programme and
$1m to the Asthma Management
Programme.

A new medical service that slows
vision deterioration (predominantly
amongst the elderly) will receive
$140m.

$72.7m has been allocated to improve
radiation oncology services and
reduce the distance and time travelled
by rural patients.

Economic outlook
"The economy is expected to continue its

strong performance in the year ahead,

with robust economic growth of around

3% forecast for 2002-03.

In line with the outlook for robust 

economic growth, the unemployment rate

is forecast to decline gradually to 6% in

the June quarter of 2003.

With only moderate increases in wage

costs, and continued strong productivity

growth, inflation is expected to be about

2.75% in 2002-03 and 2.5% by the

June quarter of 2003, within the 

medium term inflation target band.  The

current account deficit is expected to

increase slightly to about 4% of GDP."

Peter Costello
Treasurer

Families
The Government has reaffirmed its 
commitment to paying a baby bonus to
women who stay at home after the birth of
their first child.

The baby bonus comes into force on July 1st and
allows a parent to claim up to $2500 a year for
the first five years of the first child. Women who
had their child since July 2001 are also eligible.

For families with a child or children, already it applies to their next child

The yearly bonus is equal to 1/5 of the tax paid by the mothering the year
before the child’s birth.

To allow for those on low incomes, the payment for any parent is 
guaranteed to be at least $500.

Payments are made through crediting claimants’ tax returns and payments
are reduced if the parent returns to work part-time.

The first payments will be made in tax returns lodged from July 1 this year.

It is generally paid to mothers. If the mother returns to work and the father
becomes the child’s primary carer the bonus is transferred to him.

$5m was provided for counselling initiatives for rural men and couples.

The family dispute resolution services will be given $23m in an attempt
to reduce cases before the Family Court. The money will provide 
counselling in Brisbane, Sydney, Adelaide and Melbourne where the
Family Court no longer provides pre-filing counselling.
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Poor and low paid workers with assessable incomes up to
$20,000 who contribute their own money to their super 
will have that amount matched by the government. Those
earning between $20,000 and $32,500 will be eligible
for a reduced amount on a sliding scale to be
matched by the government.

Mothers will be able to put the baby bonus of
up to $2,500 into their super

Older workers will be allowed to contribute
to their super up until age 75, as long as they
are working 10 hours a week.

Couples will be able to have an employer pay
super into a partners account

Termination payment surcharge rates will be reduced from
15% to 10.5% over 3 years.

The treasurer also said he would force businesses to pay
their employees super on a quarterly basis – aimed at min-
imising the number of businesses that go broke, leaving

workers super unpaid.

Parents, relatives and friends will be allowed to make 
contributions on behalf of a child without influencing their

own entitlements.  There is no tax deduction for the
person giving the money. 

Families with one major breadwinner will 
be able to split their super contributions with
a spouse from July 2003

The threshold for low-income super 
contributions by employers was increased 

to $1,350 per quarter

$28.4m has been allotted to fund an education and
information program on choice of fund and portability of
superannuation benefits. The first tranche of $12.7m will 
be spent in 2002-2003

From July 1st, employers will have to pay 9% superannua-
tion guarantee.  An increase of 1%.

Rural
$72.7m has been set aside for six
new radio therapy units in the
country over the next 4 years.

$1.7bn has been allocated for roads
maintenance and improvements.

$180 m of this will be on the black
spots road program of which $90m will
be spent in the country.

$100.7m has been set aside to tackle
salinity next year.

$102.4m would be spent on a national
food industry strategy.

$21.5m will be spent to extend the
Tradestart program for small to 
medium enterprise in regional Australia
to help them develop new export 
markets. 10 new Tradestart offices will
be opened taking the total to 34.

$25m has been allocated to a 5-year
program to support primary producers
adopting new environmental manage-
ment systems. This will enable farmers

to get back up to $3,000 or up to half
of the costs of measures such as 
planting trees or protecting native 
vegetation.

There will be $13.3 m over 3 years to
improve TV reception in regional black
spots, $5m over 3 years for commer-
cial radio black spots, and $57m over 4
years to allow SBS to be extended to
regional transmission areas.

$100m has been set aside for rural and
regional nursing homes.

Job seekers
The Budget provides an extra
incentive of $750 to employers
willing to take on a new
apprentice while he/she is still
at school, and a bonus of $750
to keep them after they have
completed Year 12.

The Government will
offer $1,100 to employers
to take on a new appren-
tice in information tech-
nology.

For mature age people,
the Government will offer
training assistance of up
to $500 to attain basic
skills in computers and
information technology.

Superannuation
Taxation deductions for the self-employed will rise from $3,000 to $5,000, the 15% surcharge on contributions
by higher income earners will be cut to 10.5% and age limit for personal contributions will be raised to 75. 

Indigenous
Indigenous spending increased
nearly $100m to $2.5b next finan-
cial year.  Half of which will be allo-
cated to the Aboriginal and Torres
Strait Islander Commission.

This included $67, for housing, native
title, and the work for the dole
Community Development Employ-
ment Project scheme.

Industry investment

An extra $44m over four years will
be spent on the Invest Australia
scheme.  

The extra spending will help to 
develop and implement a strategy for
promoting and attracting overseas
direct investment to Australia.



Small business
The Government has committed
nearly $22m to encourage small
business into exporting and
expand the TradeStart pro-
gramme over four years.

It was also announced that $1.6m will
be committed over four years to dou-
ble the minimum Export Market
Development Grant to $5,000.  The
Grant reimbursed half of the eligible
export marketing expenses above the
first $15,000.

Welfare
8,500 new work for the dole places.

An allowance of up to $850 per per-
son to prepare them for returning to
the work place. This could be spent
on relocation and clothing costs,
interpreter services, counselling,
wage subsidies and training.

Employment National, the former
CES, would be wound down by mid
2003.
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Importance notice: The contents of this publication are of a general nature only and not been prepared to take into account any particular investor’s financial situation or particular needs.  
The information and assumptions in this publication are provided in good faith for investors and advisers.  The contents are not to be relied upon as a substitute for financial or other professional
advice – such advice should be obtained before making financial or insurance decisions.  While the sources for the material are considered reliable, responsibility is not accepted for any 
inaccuracies, errors or omissions.
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Where the dollars come from…

2001-02 2001-03 Change 
Budget Budget on 2001 - 02

Estimate Estimate
$m $m $m %

INCOME TAX  

Individuals & other withholding

Gross income withholding 80,290 86,480 6,190 7.7
Gross other individuals 16,215 16,241 26 0.2
Less: Refunds 10,350 10,570 220 2.1

Total 86,155 92,151 5,996 7.0

Companies 27,100 28,860 1,760 6.5
Superannuation funds 4,460 4,820 360 8.1
Petroleum resource
Rent tax 1,360 1,520 160 11.8

Total 119,075 127,351 8,276 7.0

INDIRECT TAX

Excise duty:
Petroleum products 
& crude oil   12,690 12,840 150 1.2
Other excise 6,810 6,910 100 1.5
Customs duty 4,600 4,690 90 2.0
Other indirect taxes 780 870 90 11.5
Total indirect tax 24,880 25,310 430 1.7
Fringe benefits tax 3,410 3,570 160 4.7
Agricultural levies 526 534 8 1.5
Other taxes 939 968 29 3.1
Total tax revenue 148,830 157,733 8,903 6.0
Non-tax revenue 15,165 14,578 -587 -3.9

TOTAL REVENUE 163,996 172,310 8,314 5.1

Where the dollars go…

2001-02 2001-03 Change 
Estimated Estimated on 2001 - 02

Expenditure Expenditure
$m $m $m %

Expenses by function

General public services 9,902 10,111 209 2.1
Defence 12,232 13,144 912 7.5
Public order & safety 1,859 2,000 141 7.6
Education 11,692 12,324 632 5.4
Health 27,461 29,054 1,593 5.8
Social security & welfare 69,637 72,894 3,257 4.7
Housing & community
amenities 2,206 1,866 -340 -15.4
Recreation & culture 2,042 2,068 26 1.3
Fuel & energy 3,193 3,290 97 3.0
Agriculture, forestry & fishing 1,791 1,792 -5 -0.3
Manufacturing & mining 1,505 1,439 -66 -4.4
Transport & communications 2,872 2,263 -609 -21.2
Other economic affairs 4,128 3,863 -26 -6.4
Other purposes 16,230 14,081 -2,149 -13.2

TOTAL EXPENSES 166,756 170,192 3,436 2.1


