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Payroll tax threshold increase a step in the right direction but not far
enough for Catholic schools

The Victorian Catholic Education Authority (VCEA) is pleased that the Victorian Government will increase and
index the threshold for its payroll tax on non-government schools. We welcome the decision however the
measures announced today do not go far enough.

While the decision may delay additional Catholic schools becoming subject to the tax, the indexation will not
keep pace with the ongoing inflationary budget pressures facing schools. This is particularly relevant with
substantial increases in staffing costs about to come into effect under new enterprise bargaining agreements.

Today’s announcement also does nothing for the six Catholic schools already subject to this unfair tax on
teaching and learning.

Professor Elizabeth Labone, VCEA CEO said that ‘the changes recognise that the original policy has negatively
impacted Catholic school communities. The decision to index the threshold is something we have called for
since the very beginning but it doesn’t go far enough — the payroll tax on non-government schools should be
repealed’

‘The payroll tax on non-government schools remains an unfair tax on not-for-profit community organisations.
Victoria is the only state where schools are asked to pay a tax that takes dollars from classrooms, from
building programs, and ultimately from the pockets of Victorian families who have chosen a Catholic
education,’ Professor Labone said.

The Victorian Government initially justified the measure as ‘a sensible and targeted measure to support
recovery of emergency COVID spending’. The announcement today indicates the Victorian Government
intends to levy the payroll tax indefinitely.

The Victorian Government has also claimed that payroll tax on non-government schools ‘bring them into line
with government schools’. Yet as highlighted by the Parliamentary Budget Office in 2023, payroll tax has no
impact whatsoever on government schools because it is fully funded via extra appropriations. It is a circular
flow of funding within the government sector, which is recognised by the fact that it is not included in
consolidated government financial reporting.

In contrast to government schools, the payroll tax is a real cash cost for Catholic schools that imposes a
significant financial penalty on families who have chosen to invest their own money in their children’s
education, which saves the Victorian taxpayer money.

‘We note that the Victorian Liberal and Nationals have made a clear and unambiguous commitment to
abolish this tax if they win government. That commitment matters to Catholic school families across Victoria,
and we will continue to hold all parties to account on this issue,’ said Professor Labone.
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