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Outline
• Background and context
• Comparing two “liberal welfare states” –

does welfare state design make a 
difference to attitudes to welfare?

• Redistribution through different lenses
• “It’s complicated” & “good years, bad 

years”
• Austerity and resistance
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Good Times, Bad Times: The Welfare 
Myth of Them and Us
• Danny Dorling : ‘painstakingly produced and 

eminently readable ... It is essential reading 
for physicists and medics, schoolteachers 
and school cleaners, pensioners and 
students of all kinds. Social scientists will 
love it and learn an enormous amount from 
it—even those of us who think we are 
already well informed. This is an academic 
book for everyone’ (Dorling, THES, 2014).

• Sheila Gilmore : it ‘should be compulsory 
reading not just for politicians and 
journalists, but for us all’ (Gilmore 2014). 

• The review in The Guardian described the 
book as ‘a bracing defence of the welfare 
state’ and ‘a meticulous compendium of 
decades of empirical work that seeks to 
upend the divisive discourse of “the welfare 
myth of them and us”’ (Clark 2014). 

• “Tales of Robin Hood (part 4): Social security and 
risk over the short and medium terms”, Australian 
Review of Public Affairs, October, 
http://www.australianreview.net/digest/2015/10/whit
eford4.html

• “Tales of Robin Hood (part 3): The long view –
social policies and the life cycle”, Australian Review 
of Public Affairs, October, 
http://www.australianreview.net/digest/2015/10/whit
eford3.html

• “Tales of Robin Hood (part 2): Are the poor too 
expensive? Redistribution and the welfare state”, 
Australian Review of Public Affairs, October, 
http://www.australianreview.net/digest/2015/09/whit
eford2.html

• “Tales of Robin Hood (part 1): Welfare Myths and 
Realities in the United Kingdom and Australia”, 
Australian Review of Public Affairs, September, 
http://www.australianreview.net/digest/2015/09/whit
eford.html
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Welfare stereotypes
• “A visitor to Britain learning about our society and the problems facing us 

from newspapers and television might think that the issues are 
straightforward. … It’s skivers against strivers; dishonest scroungers against 
honest taxpayers; families where three generations have never worked 
against hard-working families; people with their curtains still drawn mid-
morning against alarm-clock Britain; ‘Benefits Street’ against the rest of the 
country; undeserving and deserving. It’s them against us” (Hills 2014, p. 1).

• “In other words the average working Australian, be they a cleaner, a 
plumber or a teacher, is working over one month full time each year just to 
pay for the welfare of another Australian. Is this fair? Whilst income tax is by 
far our largest form of revenue, just ten per cent of the population pays 
nearly two thirds of all income tax. In fact, just two per cent of taxpayers pay 
more than a quarter of all income tax. Maybe these taxpayers would argue 
that the tax system is already unfair.”

• “In striving to achieve equality, it is not the role of government to use the 
taxation and welfare system as a tool to “level the playing field”.”

• “We must reward the lifters and discourage the leaners.” Joe Hockey 
Speech to the Sydney Institute, 11 June 2014
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What do welfare systems deal with?

• The life course (“the piggy bank”)
• Individual risks and income changes
• Macroeconomic change – recessions and 

labour market changes
• Redistribution, inequality and poverty 

(“Robin Hood”)

5



Comparing two “liberal welfare 
states”
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Trends in income inequality and inequality 
reduction
Gini coefficients for equivalised 
household disposable incomes

Difference between Gini coefficients 
for market and disposable incomes
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Social spending, OECD, 2014  or nearest year (% 
of GDP)

Spending on cash benefits Spending on Health and Services
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Australia’s social security system is more targeted to 
low income groups than any other OECD country
Ratio of transfers received by poorest 20% to those received by richest 20%
Source: Calculated from Tables 3 and 5, OECD , 2014, http://www.oecd-
ilibrary.org/economics/economic-growth-from-the-household-perspective_5jz5m89dh0nt-en
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Progressivity of transfers by detailed programme type, 
Australia and the United Kingdom, 2009-10
Ratio of cash benefits received by poorest 20 per cent of households to richest 20 per 
cent



Spending and taxing across the life course
Income components as % of mean household disposable  income in each country

United Kingdom Australia
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Spending, taxing and age
• In the UK, retiree households constitute 26.8 per cent of 

all households, but receive 47.5 per cent of all cash 
benefits, 37.2 per cent of health spending and 34.2 per 
cent of total social spending, and pay 11.5 per cent of all 
direct and indirect taxes. 

• In Australia, households with a reference person 65 
years and over constitute 17.6 per cent of households 
and receive 32.5 per cent of cash benefits, 29.9 per cent 
of health spending, 23.6 per cent of all social spending 
and pay 5.2 per cent of all direct and indirect taxes.
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Net transfers by income group and life course
% of mean household disposable  income in each country

Income quintile Life course stage
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Average income tax rate by private income
Annualised lifetime results compared to annual 2014-15 results
Productivity Commission, 2015, p.97
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“It’s complicated” & “good years, 
bad years”
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Risks – health and family
• Around 8-9% of the Australian population experience a serious personal 

injury or illness each year and 26% over four years. Between 15 and 17% of 
the population experience serious injury or illness to a close relative or 
family member each year and nearly 50% over a four year period. Around 
10% experience the same each year for a close friend; 

• Around 1% experience the death of a spouse or child each year, and 3% 
over four years. Around 11% experience the death of another close relative 
or family member per year, and 40% over four years;

• Around 3-4% of the population separate each year and more than 10% of 
women and men separated from spouse or long-term partner between 2004 
and 2008. Separation or divorce is by far the most important cause of lone 
parenthood.  Between 1% and 1.5% of the population change each year 
from being a couple with children to a lone parent and 4.1% over nine 
years.
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Risks and the labour market
• Around 3% of the Australian population are fired or made redundant each year 

and 10% over four years (HILDA).
• In the twelve months to February 2011, more than four million people changed 

their labour force status. While the average number of unemployed persons in 
each month of 2011 was around 600,000, 1.7 million persons overall looked for 
work at some time during the year, but of these fewer than 150,000 (8 per cent) 
spent the whole year looking for work. (ABS, 2011)

• Roughly 16 per cent of those who worked during the year ceased a job 
during the twelve months to February 2013. Nearly 40 per cent of these 
people left their last job involuntarily. (ABS, 2013)

• The share of workers dismissed each year somewhat higher in Australia than in 
Great Britain, at just under 4 per cent of all dependent employees; both had 
lower dismissal rates than USA (around 5 per cent), but both higher than France 
or Germany (closer to 3 per cent). (OECD, 2010).
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Risks and income changes
• Between 2001 and 2008 between 40 and 50 per cent of Australians 

experienced a drop in income and roughly 10 per cent fell more than 
20 percentiles in the income distribution.  

• Over the whole period, 44 per cent of the population moved more 
than 20 percentiles.  

• Around half of those in the richest income quintile in 2001 were still 
in that income group in 2008, but the other half were in lower income 
groups.

• Only 30 per cent of those in the middle income group in 2001 were 
in the same group in 2008, with 30 per cent being worse off and 
around 36 per cent being better off.
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Welfare receipt in Australia
% of working age households receiving income support payments by period
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Austerity and resistance
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Trends in general government deficits and 
debt, Australia and Great Britain
General government deficit (% 
of GDP)

General government debt (% of 
GDP)
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Achieving Budget Balance – spending cuts and 
revenue measures and where they fall
• 35% of total Federal Budget to be spent on Social Security and Welfare (i.e. 

$146b) in 2014/15
– 52% ($15.4b) of total projected expenditure cuts ($29.4b) to come from DSS programmes 

between 2014-15 & 2017-18 (see Budget Paper No. 2)
– Revenue measures will raise only an extra $8.7b over the period, excluding fiscal drag 

(money saved by not indexing tax thresholds).

• Family payments are 5% ($20b) of the Federal Budget. 
– Family payments’ changes contribute  34% of Budget savings ($7.3b) between 2014-15 & 

2017-18 

• Newstart and Youth Allowance (Other) for the unemployed cost under 2.5% 
($10b) pa of the Federal Budget – for under 30s (conservatively) they cost  
0.9% of the Federal Budget annually. 

– Newstart and Youth Allowance (Other) changes contribute about 9.5% ($2.8b) of total 
Budget spending cuts between 2014-15 & 2017-18 

• So unemployed people under 30 receive less than 1% of total Budget 
spending, but are the source of close to 10% of total spending cuts. 
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Why cutting social security in Australia doesn’t 
hurt the rich
Social security benefits as % of household disposable income of richest quintile, 2010 or nearest year
Source: Calculated from Table 5, OECD , 2014, http://www.oecd-ilibrary.org/economics/economic-growth-from-the-household-
perspective_5jz5m89dh0nt-en

http://www.oecd-ilibrary.org/economics/economic-growth-from-the-household-perspective_5jz5m89dh0nt-en


Defences of the Budget

• Welfare is unsustainable.
• Welfare should be better targeted.
• All income groups including the poor have 

done extremely well in the last 20 years.
• It’s not their income.
• Actually, we are unfair to the rich (who are 

the only people who pay net taxes).
• There is no alternative
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Trends in social security spending, Australia, 1995 to 
2012  Spending on cash transfers as % of GDP
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“Its not their income”
• The Institute of Public Affairs (IPA): “NATSEM’s figures might be right, but 

it's quite wrong to, therefore, claim they prove the budget is inequitable. 
There's a world of difference between the government giving you less of 
something that isn't yours to begin with, and the government taking 
something from you that is yours in the first place.”

• Daily Telegraph columnist, Miranda Devine: “You can’t equate money 
someone earns by going to work every day with money someone receives 
in government benefits. Benefits are not the same as income.”

• The Treasurer’s Budget Speech : “We must always remember that when 
one person receives an entitlement from the government, it comes out of 
the pocket of another Australian.” 

• Treasurer’s speech to the Sydney Institute:  Is it fair that ‘‘the average 
working Australian, be they a cleaner, a plumber or a teacher, is working 
over one month full-time each year just to pay for the welfare of another 
Australian’’.
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Are we unfair to the rich?
• “The middle class and the professions are staging a revolt as they find their growing 

share of the tax burden too hard to bear, after over a million people were made 
exempt from the tax system over the past 10 years”. (Fleur Anderson Financial 
Review) - ATO tax statistics for the 2010-11 financial year show that the top five per 
cent of income earners pay 34.1 per cent of net income tax, while the top 25 per cent 
of income earners pay just over two-thirds of net income tax. 

• About 45% of Australians pay no income tax at all, a figure very close to that used by 
Mitt Romney in the 2012 US Presidential election campaign when he argued that 
47% of Americans pay no income tax and were therefore “moochers”.  

• “No, the rich don’t pay a ‘fair share’ of tax. They pay all of it”. The Australian, Adam 
Creighton.

• Nicholas Eberstadt of AEI has argued that the United States is now “on the verge of a 
symbolic threshold: the point at which more than half of all American households 
receive, and accept, transfer benefits from the government” and suggesting that there 
was now a divide between the "takers" and the "makers".

• Treasurer Sydney Institute speech: “… in striving to achieve equality, it is not the role 
of government to use the taxation and welfare system as a tool to ‘level the playing 
field’ ”. 
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“The federal government is basically an insurance 
company with an army …” http://krugman.blogs.nytimes.com/2013/09/12/insurance-
company-with-an-army-blogging/?_r=0

• “Most of what we call social policy is actually public insurance.  Social 
Security and Medicare insure against the risk of having little or no money in 
your retirement years. Unemployment compensation insures against the 
risk of losing your job. Disability payment programs insure against the risk of 
suffering a physical, mental, or psychological condition that renders you 
unable to earn a living.

• Other public services and benefits also are insurance programs, even if we 
don’t usually think of them as such. Public schools insure against the risk 
that private schools are unavailable, too expensive, or poor in quality…  The 
Earned Income Tax Credit (EITC) insures against the risk that your job pays 
less than what’s needed for a minimally decent standard of living. Social 
assistance programs such as the Supplemental Nutrition Assistance 
Program (SNAP, or “food stamps”) and Temporary Assistance for Needy 
Families (TANF) insure against the risk that you will find yourself unable to 
get a job but ineligible for unemployment or disability compensation. 

• http://lanekenworthy.net/public-insurance-and-the-least-well-off/
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Additional material
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Trends in real mean equivalised 
disposable income, 1995 to 2012
(1995=100)
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Net replacement rates (%) for single low paid 
workers in first six months of unemployment, OECD 
countries, 2013



Net replacement rates (%) for single low paid workers 
after 5 years of unemployment, OECD countries, 2013



Trends in spending on cash payments, 
Australia, 1995 to 2012 (% of GDP)
Age and related pensions Working age payments
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Change in working age income support 
recipients, 1996-97 to 2011-12
% of households by age group



The growing divergence between benefits and 
pensions
Payments for single person as % of median equivalent income

Peter Whiteford, Crawford School of Public Policy, peter.whiteford@anu.edu.au 35



Net transfers ($pw) by age of household reference person 
and share of households by age, Australia, 2009-10

Net transfers ($pw) Share of households (%)
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Welfare receipt in Australia
% of working age households receiving income support payments by period
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Why cutting social security hurts the poor
Social security benefits as % of household disposable income of poorest quintile, 2010 or nearest year
Source: Calculated from Table 5, OECD , 2014, http://www.oecd-ilibrary.org/economics/economic-growth-from-the-household-
perspective_5jz5m89dh0nt-en

http://www.oecd-ilibrary.org/economics/economic-growth-from-the-household-perspective_5jz5m89dh0nt-en


Trends in real mean and median equivalised 
disposable household income, Australia 1994-
95 to 2013-14 1994-95 = 1
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Net replacement rates (%) for single low paid 
workers in first six months of unemployment, OECD 
countries, 2013



The share of social benefits going to low income 
households varies considerably across the OECD 
Percentage of public social benefits in cash paid to the lowest and highest quintiles, total population, 2011
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