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1. Revenue Information 

 

Total revenue for 2018-19 is expected to be $486.1 billion, an increase of 6.6 per cent on 

estimated revenue in 2017-18. The major sources of government revenue can be seen in 

Figure 3. The increase in revenue is being buoyed mostly by refining the research and 

development (R&D) tax incentives offered to businesses. However, there are a raft of 

changes to revenue measures that aim to increase the budget bottom line in the years to 

come, as shown in Figure 1.  

 

Figure 1: Government Revenue Estimates 

 

1.1   Major New Revenue Changes  

 

Better targeting the R&D tax incentive  

 

The Government will amend the R&D tax incentive to better target the program and improve 

its integrity and fiscal affordability in response to the recommendations of the 2016 Review 

of the R&D Tax Incentive. The changes will apply for income years starting on or after 1 July 

2018. The Government will introduce an R&D premium that ties the rates of the non-

refundable R&D to the proportion of spending on R&D, with fewer tax concessions given to 

companies with high R&D spending intensities.  

 

 

 



 

Cracking down on the black economy  

 

The 2018/19 budget introduced an economy-wide cash payment limit for transactions of 

$10,000 to reduce the ability of black economy operators to use cash to avoid their tax and 

reporting obligations to launder the proceeds of crime. This policy change is aimed at 

increasing tax receipts on fringe benefits which currently comprises less than 1% of total 

government revenue.  

 

Making multinationals pay their fair share of tax 

 

To protect the Australian tax base, the Government has created some of the strongest 

multinational tax laws in the world, including the Multinational Anti-Avoidance Law (MAAL) 

and the Diverted Profits Tax (DPT). These rules, together with the Tax Avoidance Taskforce, 

have been instrumental in ensuring multinationals comply with the law and have resulted in 

the ATO raising $5.2 billion in tax liabilities from large companies since July 2016. This 

Budget extends the goods and services tax (GST) to Australian hotel bookings made 

through offshore digital businesses, so they face the same tax treatment as Australian 

businesses. The measure complements recent Government actions to extend the GST to 

imported digital products and services from 1 July 2017, and to low value imported goods 

from 1 July 2018.  

 

Income Taxes 

 

One of the major takeaways from this year’s budget was the coalition’s eagerness to keep 

taxes as a share of GDP below 23.9%. Sweeping changes to the Australian tax system will 

provide everyday Australians a tax break of up to $665 a year. From 2022-23, two more tax 

thresholds are set to rise, delivering bigger savings to those at the top of the income tree. 

Under the plan, the $37,000 threshold at which tax payments jump from 19 to 32.5¢ in the 

dollar would rise to $41,000. The $90,000 threshold at which tax payments jump from 32.5c 

to 37¢ would rise from $90,000 to $120,000. The new taxation system is estimated to cost 

the government $13.4 Billion over the next 5 years. 

Changes to Higher Education fees 

The Government will raise $30.7 million over four years from 2018-19 by introducing partial 

cost recovery arrangements for the Higher Education Loan Program (HELP). The 

arrangements will come into effect from 1 January 2019 and will include:  

• An annual charge that is applied to all HECS-HELP and FEE-HELP approved 

higher education course providers to partially recover the costs associated with 

administering the HECS-HELP and FEE-HELP programs; and  

• An application fee that is applied to all higher education course providers seeking 

approval to offer FEE-HELP loans to recover the costs associated with administering 

the FEE-HELP application process.  



 

The new arrangements are in accordance with the Australian Government Charging 

Framework. The exact amount of the application fees and annual fees have not been 

released yet, however the new policy is expected to raise $9.8M in 2019 alone. 

1.2 Summary 

There has been a large emphasis on Australia needing to “live within its means” in the 

budget, mainly in response to recent concerns over the long-term impacts of consecutive 

budget deficits. The revenue measures reflect this increased pressure to return the budget to 

surplus by 2019/20. An expected tightening of corporate and multinational tax incentives was 

counterbalanced by a slight tax break for everyday income earners in a timely policy change 

with the federal election looming in early- to mid-2019. The increase in revenue of 6% in 

2018/19 is moderate at best, however the long-term trend of low wage growth has hurt the 

government’s projected tax receipts, so this is understandable. Attention now turns to 

expenditure, which has had a major overhaul in this budget to better reflect the interests of 

more Australians.  

Figure 2: Major initiatives and their impact on revenue 

 



 

Figure 3: Major sources of Government Revenue

  

Expense Information 

The 2018/19 budget estimates total expenses to be $488.6 billion, up from the revised 

2017-18 estimate of $468.8 billion this year. By 2021-22, expenses are projected to be 

$540.8 billion.   

The Government records two types of expenses: first those of general expenditure and 

second those of net capital investment.  

General Expenditure 

General expenditure is divided in two different ways: the first is through Government 

functions and the second is by spending programs. This report looks primarily at the division 

of total expenditure through the different sectors of Government. The graph below is a  

summary of all expenditures by Government function, with estimates from 2017 to the 

financial year of 2022.  



 

Below, we cover the 5 biggest contributors to government expenditures: Defence spending, 

Education, Health, Social Security and Welfare and ‘Other Purposes’.   

Defence 

Accounting for 6.4% of expenses, defence spending is defined by the Federal Government 

as spending incurred by the Department of Defence and related agencies that support 

Australian military operations and the delivery of navy, army, air and intelligence capabilities 

as well as the delivery of strategic policy advice. This category does not include expenses 

incurred by the Department of Veterans’ Affairs, which are under the Social Security and 

Welfare section of the expense budget.  

In 2018-19, defence spending is estimated to be approximately $31.2b, and to increase to 

$35.1b by 2021-22.  

 

 

Education 

Accounting for 7.1% of the budget in 2018-19, education spending tends to be a popular 

topic in public discourse. This sector includes Federal Government spending on both 

Government and non-Government schools, tertiary institutions and vocational training 

institutions.  

The breakdown of spending in this area for 2018-19 is shown in the graph below.  



 

 

 

 

 

 

 

 

 

 

 

 

 

The highest area of spending is in non-Government schools, which is also forecast to 

increase by 16.9% in nominal terms by 2021-22, while government schools are expected to 

see funding increase by 26.5%. Higher education is expected to dip in the next year, before 

seeing increases in spending in later years, while vocational education is expected to 

decrease by 3.1% in real terms across 2018-19 to 2021-22.  

The movement of this sector overall is shown below. 

 

 

 

 

 

 

 

 

 

 

Health 

Health spending accounts for 16.1% of Government expenditure in 2018-19 and includes 

funding to medical services that are provided through Medicare, payments to the States to 

run hospitals, health programs and to Aboriginal health programs among some others.  

Medical services and benefits make up the largest part of this sub-section, with $32.0b 

allotted in 2018-19, followed by assistance to the States for the provision of public hospitals: 

$21.2b. In total, health spending is estimated to be $78.83 billion.  



 

 

The forward estimates for this sector is shown below. The highest gains are expected to be 

seen in medical services and benefits, and the assistance to states for public hospital 

subfunctions. Decreases in pharmaceutical benefits and services expenses offset this 

growth partially, but overall there is a net estimated increase of $6.2b over the period 2018-

19 to 2021-22.   

 

 

Social Security and Welfare 

At 36.0% of the Federal Budget Expenditure, Social Security and Welfare is the largest 

component of Government spending. Since 2017-18 it is has increased by approximately 

$13.35b to $175b in 2018-19, largely driven by a 26.5% increase in expenses incurred 

through assistance to people with disabilities via the creation of the National Disability 

Insurance Scheme.  

This section includes expenditures for pensions and services to the aged, assistance to the 

unemployed, people with disabilities, families with children, and compensation for veterans. 



 

This section also includes assistance to Indigenous Australians not included in other 

sections.  

The graph above is a breakdown of expenditures in 2018-19 by subsection, with assistance 

to the aged the highest category of expenditure. This category is expected to grow by 7.6% 

in real terms between 2018-19 to 2021-22. Largely, this is driven by Australia’s ageing 

population, and Government measures to increase the age eligibility of pension aim to 

combat this increase in expenses.  

The forward estimates of social service expenditure trend upwards over the next few fiscal 

periods, shown in the graph below.  

 

 

 

 

 



 

Other Purposes  

The final catch-all category of the expense budget, ‘Other Purposes’ accounts for 

approximately 20% of total budget expenditures. This function includes expenses to service 

public debt, which in 2018-19 is estimated to be $17.8b, superannuation interest, revenue 

assistance to the states, as well as contingency and natural disaster related expenditures.  

State-level GST entitlement flows are recorded in this section, under inter-government 

transactions, which all together total $69.5b in 2018-19. This is also the highest costing sub-

function in the budget.  

A full breakdown of this section in 2018-19 is given below.  

 

Expenditures in this function are expected to increase over the next 4 years to 2021-22 by 

15.3% in real terms. However, the Government expects the public debt servicing costs to fall 

by 7% in real terms over the same period. However, it is important to note that public debt 

servicing costs are projected to rise in 2019-20. Below is a trend of projected expenditures in 

this category up until 2021-22.  

 

 

 



 

As a side-note: projections for natural disaster relief are stated as 0 after 2019-20 in budget 

forward estimates.  

Nevertheless, we expect to see a steady climb in expenditures in this area, crossing $120b 

in 2021-22.  

 

Total Expenditure Forward Estimates 

Total expenditures are expected to rise over the 2018-19 to 2021-22 period, reaching 

$540.83b. The trends are shown below, which is approximately 10.6% higher than current 

levels. The question is whether this will be offset by increases in revenues.  

 

 

 

 

 

 

 

 

 

 

 

 

Public Investment  

In 2018-19 the Government estimates to undertake $4.989b of total public investment, up 

from $748m in 2017-18. Capital investment refers to the acquisition of assets by the Federal 

Government itself, or the provision of subsidies and grants to the state governments which 

are then used to purchase assets.  

Public investment can be categorised with regards to the different functions of government. 

For example, in General Public Services, 2018-19 estimates show a divestment of $165m, 

which appears to be the norm for this function. Below outlined is all expected public 

expenditure by function.  

 

 

 

 

 

 



 

 

Table: Total Public Investment Estimates and Projections 

 

Defence sees the highest levels of increases, which is primarily due to the implementation of 

the Defence White Paper released in 2016. Divestment in Social Security and Welfare is 

primarily due to the completion of future projects such as the National Disabilities Insurance 

Scheme and ICT investment.  

Total investment is projected to increase to $8.0b in 2021-22.  

 

The Budget over the last half decade 

Naturally, Government budgets are optimistic looking into the future, yet how realistic is this 

optimism? Each government budget published looks ahead and behind, three years and two 

years respectively.  

As the paper looks into the past the accuracy of budget values improves, until the actual 

revenue and expenditure are revealed two years after the fact. However, the final estimate, 

one year prior to the actual figures being released, often gives an accurate picture of the 

state of the government's budget, as can be seen in Figure 4 below. 

Looking into the future can be precarious, with uncertainty omnipresent. This can be seen in 

Figure 4 again, as the further projections are further from the actual fiscal balance reported 

some five years later. Fiscal Projection (1) is the earliest forecast given of the future fiscal 

balance, while Fiscal Estimate (3) is the closest forecast of the reported figures. 

 



 

Figure 4

 

Projections vs. Reality 

Forecasting into the future requires a number of undisclosed assumptions, especially since 

the forecasts have predicted a series of fiscal surpluses without much headway. While the 

fiscal balance is improving, the latest estimate trend (Fiscal Estimate (3)) would suggest that 

efforts to return to a budget surplus have been hampered thus deepening the deficit. 

Although, this is only a preliminary approximation as the estimates still exhibit some 

deviation from actual figures. 

As each forecast comes closer to the revelation of actual figures for a given financial year, 

the values predicted become more realistic; or, given current trends, less optimistic. As seen 

in Figure 5, which shows the actual budget figures since 2011, the fiscal balance has been 

growing closer to surplus. 

Average revenue growth for the period sits at 3.99%, while average expenditure growth sits 

at 3.26%. This indicated that despite revenue growth, being on average significantly higher 

than expenditure growth, it hasn’t yet offset growth in expenditure.  

An anomalous increase in expenditure in the 2013/2014 financial year from the previous 

year had a significant impact on the fiscal balance in following years. This irregularity was 

due to greater expenses arising from Financial and Fiscal affairs costs, Social Security and 

Welfare payments and various investments in Roads infrastructure projects. 

Changes in expenditure have greater variance than their revenue counterparts, which makes 

future changes more difficult to predict. While hopeful that revenue growth will outstrip 

expenditure growth in coming years and return a budget surplus, it is best to remain 

cautious.  

 

 

 

 

 

http://investment.infrastructure.gov.au/infrastructure_investment/


 

Figure 5 

Actual Budget 

Figures 

Revenue 

(actual) 

Expenses 

(actual) 

Fiscal Balance 

(actual) 

$b 

2011/2012 338.1 377.7 -44.5 

2012/2013 360.2 382.6 -23.5 

2013/2014 373.9 413.8 -43.7 

2014/2015 380.7 417.9 -39.9 

2015/2016 395.1 428.7 -37.5 

Actual Figures shown have a time lag of two (2) years, i.e. are as reported in 

the budget papers two (2) years following. E.g., The 2013/2014 actual figure 

was reported in the 2015/2016 budget papers. 

 

 


